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How t o use these illustrative financial statements to prepare entity -specific disclosures
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1 The frequently asked questions (updated as at 14 December 2021) can be accessedvia the ASIC website through this link:
https://asic.gov.au/requlatory -resources/financial -reporting -and-audit/covid -19 -implications -for -financial -reporting -and-
audit-frequently -asked-questions-faqgs/

2 The focus areas for 31 December 2022 reporting can be accessedvia the ASIC website through this link:
https://asic.gov.au/about -asic/news-centre/find -a-media-release/2022 -releases/22 -333mr -asic-highlights -focus-areas-for -
31-december-2022 -reporting/
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https://www.ey.com/en_gl/ifrs-technical-resources/accounting-considerations-for-the-war-in-ukraine-updated-march-2022
https://asic.gov.au/regulatory-resources/financial-reporting-and-audit/covid-19-implications-for-financial-reporting-and-audit-frequently-asked-questions-faqs/
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The directors of Quality Holdings (Australian SDS) Pty Ltd (the Company) and its subsidiaries CA 298(1), 299(2)
(collectively, the Group), present their report for the year ended 31 December 2022 .

Directors

The names and details of the Company's directors in office during the financial year and until CA 300(1)(c)

the date of this report are set out below. Directors were in office for this entire period unless
otherwise stated.

Brigita Riggs (Non-executive Chair)

Frank Canuck (Managing Director)

Mel Simpson

Tony Hardy

Kala Harris

Adelle Gregory gappointed 1 February 202 2

Cris Turner gresigned 31 J uly 202 2

Officers who are former partners of the  auditors of the Company CA 300(1)(ca)

The following persons were officers of the Company at any time during the year and were
previously a partner of the current audit firm, Ernst & Young Australia, at the time when the
audit firm undertook the audit of the Group:

Cris Turner
Principal activities CA 299(1)(c)
The principal activities of the Group are:

3 Production, installation and servicing of extinguishers, fire prevention equipmentand  fire -
retardant fabrics

3 Supply and servicing of electronic equipment for defence, aviation and electrical safety
markets

3 Management of investment property
3 Production of rubber hosepipes for commercial applications

Other than the planned discontinuance of the manufacturing of rubber equipment which came
about through the decision to sell Hose Limited, there have been no o ther significant changes
in the nature of these activities during the year.

Review of operations CA 299(1)(a)
Revenue

The Group produces and installs extinguishers, fire prevention equipment and fire -retardant
fabrics for industrial markets and has been an assertive player in the fire prevention market
over the last few years.

The growth in sale of fire prevention equipment includes revenue generated by the newly
acquired subsidiary, Extinguishers Limited, of $ 9,857,000. Extinguishers Limited was acquired
on 1 May 202 2, and therefore these results include eight months of sales from that business.
We expect a further increase in revenues in fire prevention for the 3 1 December 202 3 year-
end, benefiting from a full year of trading by Extinguisher s Limited.

In our traditional market in Australia, the impending publication of the Fire Prevention Act (the
Act) in the next 12 months is likely to result in an increased demand for fire prevention
equipment. The Act has come about as a direct result o f the severe fires that occurred in office
buildings in the states of New South Wales and Queensland during the year and will require all
companies with more than 250 employees to replace their fire prevention equipment every five
years.

Wireworks Inc. was incorporated on 13 May 201 3 with a view to expanding the Group's
activities in the fire prevention business in the United States, a key growth market for the
Group. Wireworks Inc. is still very much in the growth stage and, as expected, is currently
running at a loss. However, management anticipates this business will begin to show a return
on our investment in 202 3, and that revenue streams will stabilise by 202 7.

Quiality Holdings (Australian SDS) Pty Ltd 10
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Review of operations continued

The Group produces and supplies electronic equipment for electrical safety application, with
particular focus on the defence, aviation, property and industrial sectors.  Products include
electronics, safety, thermal and electrical architecture.

The Group continues to perform strongly in a difficu It market with sales of electronic
equipment increasing by 4.0% to $69,263,000 (2021 : $66,621,000) due to continuous
improvement of product quality and the contribution by Lightbulbs Limited in its first full year
post acquisition. Management expects that the growth in sales of electronic equipment will be
modest in the years to come due to heavy competition in the market.

Profit from continuing operations

The Group reported a profit before tax from continuing operations of $11 ,088,000 for the year
ended 31 December 2022 , an increase of 25.1% from the prior year. The increase in profit
before tax from continuing operations was substantially driven from the contribution of

Lightbulbs Limited in its first full year post acquisition and the acquisition of Ext  inguishers
Limited.

Significant changes in the state of affairs
Divestments, acquisitions and formations
Sale of Hose Limited

The Board of Directors of the Company approved the plan to sell Hose Limited, a wholly owned
subsidiary on 14 November 2022.

Acquisition of Extinguishers Limited

Our business was substantially strengthened by the acquisition of Extinguishers Limited, a
company that has be en established in Australia for many years. As well as a strong customer
base and quality product line, Extinguishers Limited has a world -leading research and
development program that is well placed to contribute to converting our tailored products for
the mass market. The acquisition also included a number of highly profitable fire prevention
patents that will bring in stable revenue streams for several years to come.

Formation of Fire Equipment Test Lab Limited

The Group has bolstered its ongoing R&D and quality control program with the establishment of
Fire Equipment Test Lab Limited. The Lab will provide us with a bespoke facility for testing
potential new mass market products, and to support our ongoing quality control program for
existing products. C onstruction of the new facility is due for completionin 202 3.

Capital structure
Long-term borrowings

The Group obtained additional funding of $3,000,000 during the course of the year at the rate

of 11%, due for repayment in 202 4. This funding was provided by a third -party investor and will
be used to finance the start -up of a new entity, the Fire Equipmen t Test Lab Limited. This entity
will test new and existing fire safety products to ensure quality control.

The Group also borrowed USD3,600,000 to address working capital requirements and fund
capital expenditures of the two US subsidiaries, Wireworks Inc. and Sprinklers Inc.

Issued shares
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Significant changes in the state of affairs continued

At 31 December 2022 , the key performance indicators of Extinguishers Limited indicated that
it was highly probable it would generate a profit before tax in excess of $1,500,000.
Accordingly, that probability , when considered in combination with the time value of money,
resulted in a contingent consideration liability at balance date of $1,072,000 associated with
the acquisition of Extinguishers Limited. The contingent consideration liability is due to be
settled on 30 September 202 3.

Significant events after the balance date CA 299(1)(d)

On 14 January 202 3, a building with a net book value of $1,695,000 and inventory with a net
book value of $857,000 were severely damaged by flooding resulting in estimated impairment
losses of $2,552,000. It is expected that insurance proceeds will fall short of the costs of
rebuilding and the loss of inventories by $750,000. The financial effects of these events were
not reflected in the 31 December 2022 financial statements.

Introduction

On 22 January 202 3, the directors of Quality Holdings (Australian SDS) Pty Ltd declared a final
dividend on ordinary shares in respect of the 2022 financial year. The total amount of the
dividend is $1,087,345 which represents a fully franked dividend of 5.01 cents per share. The
dividend has not been provided for in the 31 December 2022 financial statements.

Likely developments and expected results of operations CA 299(1)(e)

The acquisition of Extinguishers Limited adds the area of fire -retardant fabrics to the portfolio
of products offered by the Group, and we believe this puts the Group in a strong position in the
market as it is now able to offer a full range of fire prevention products to its customers.
Similarly, the launch of the Wi reworks business in the US market will position us for future
growth in this key market.

Tzxa¥" ©C

Y ~

Future growth in our business is expected to be mainly driven by the sale of fire prevention

products.
Dividends
Cents $000 2
Dividends paid in the year: CA300(1)(a) g
Final for 2021 shown as recommended in the 2021 %
financial report 5.66 1,089 7
Interim for the year 4.12 890 IS}
o
c
Special cash dividends on ordinary shares declared but CA 300(1)(b) _g
not paid 1.89 410 °
2,389 ©
S
©
Final dividends recommended 5.01 1,087 g
O
Share options
As at the date of this report, there were 72 5,000 unissued ordinary shares under options in the CA 300(1)(e),
Company. These options have a weighted average exercise price of $ 3.24 and expire in 202 5. ®). 6
Option holders do not have any right, by virtue of the option, to participate in any share issue
of the Company or any related body corporate.
Since the beginning of the year, F. Canuck received 100,000 options over ordinary shares in CA 300(1)(d), (3), (5)
the Company as part of his compensation. During and since the end of the financial year ,
employees and executives paid the Company $177,000 as a result of exercising options to
acquire 76,125 fully paid ordinary shares in the Company (no amounts remain unpaid). CA 300(1)(P),

3. ()

Commentary

X¥£\ve~z20© v'z "z8«~"2zy 2¥ y~0Ox¢t¥0©z yzav~¢0 ¥{ «o~C
report was issued and the shares or interests issued during the year from exercise of options over unissued
shares or interests and up to the datethe y ~" zx2 ¥" ©C "z | ¥"2 - vO ~00«zyC
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Environmental regulation and performance

The Group holds licences issued by the relevant environmental protection authorities of the
various countries in which the Group operates. These licences specify limits and regulate the
management of discharges to the air and storm water run -off associated with the fire
prevention and rubber equipment operations.

There have been no significant known breaches of the Group's licence conditions or a ny
environmental regulations to which it is subject.

Indemnification and insurance of directors and officers

The Company has agreed to indemnify all the directors and executive officers for any breach of
environmental or discrimination law s by the Company for which they may be held personally
liable. The agreement provides for the Company to pay an amount not exceeding $200,000
provided that:

a. The liability does not arise out of conduct involving a lack of good faith .

b. The liability is for costs and expenses incurred by the director or officer in defending
proceedings in which judgement is given in their favour or in which they are acquitted

During the year ended 31 December 2022 , the Company has paid premiums in respect of a
contract insuring all the directors of Quality Holdings (Australia n SDS) Pty Ltd against legal
costs incurred in defending proceedings for conduct other than:

a. A wilful breach of duty

b. A contravention of sections 182 or 183 of the  Corporations Act 2001 , as permitted by
section 199B of the Corporations Act 2001

Disclosure of the insurance premium is prohibited by the insurance contract.
Indemnification of auditors

To the extent permitted by law, the Company has agreed to indemnify its auditors,

Ernst & Young Australia, as part of the terms of its audit engagement agreement against claims
by third parties arising from the audit (for an unspecified amount). No paymentha s been made
to indemnify Ernst & Young Australia during the year ended 31 December 2022 .

Proceedings on behalf of the Company

Commentary

For any application of leave under section 237 of the Corporations Act 2001 made in respect of the
company, disclosureic 2} z y~"z x2 ¥~ ©C the appléan®s nafea@d a staterment wiyether
leave was granted.

Where leave is granted under section 237 of the Corporations Act , disclosure should be made for any
proceeding that a person has brought or interv ened in on behalf of the company including the following
details:

3 i}z !z ©O¥oCO nvEz

3  The name of the parties to the proceedings

3  Sufficient information to enable members to understand the nature and status of proceedings
(including the cause of action and any orders made by the court)

True and fair view

Commentary

If the financial statements for the year include additional information  under paragraph 295(3)(c) of the
Corporations Act to give a true and fair view of financial position and performance (e.g., alternative
measures of financial performance) ,the details ¥ { y~"zx2 ¥ " ©C " zv©O©¥n (¥~ ~uox
and the reference to where that additional information can be found in the financial statement shouldb e
~ax¢t«yzy ~um 2}z y~"zxa¥ ©C "z!¥"acC

Rounding

The amounts contained in the y ~ * z xr@p¥rt h@&E been rounded to the nearest $1,000

(where rounding is applicable) where noted ($000) under the option available to the Company
asprovidedin ASICX¥ " | ¥" va ~¥o© =g¥«oy~go| ~ago nftrungemto x ~v ¢
2016/191 . The Company is an entity to which this legislative instrument applies.

Quiality Holdings (Australian SDS) Pty Ltd

CA 299(1)(f)
ASIC RG 68

CA 300(1)(g)

CA 300(8) (a),
(9)(a), 9(c), 9(e)

CA300(8)(b)

CA 300(9)(f)

CA 300(8)(a),
(9)(b), 9(c), 9(e)

CA 300(14, 15)

CA 298(1A)

ASIC CI 2016/191
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Rounding continued

Commentary
fevoa~aya-o7 y-OxC¢¥O« zO© ~um a}z y~"7zx2¥" ©Cundethe " 2
option available to companies as providedinVh A X X¥" | ¥"va ~¥o0© =g¥«oy~no| ~x

Instrument 2016/191 , except for amounts relati ng to in demnities given and insurance premiums paid
during or since the end of the year for an officer or an auditor [CA 300(1)(g), (8), (9)]. Such quantitative
disclosures are required to be rounded to the nearest dollar ($1), provided that the total asse ts of the
entity are not more than $1,000,000,000 . Further, the disclosures regarding issue price and amounts
paid/unpaid on the exercise of options [CA 300(6)(c), 7(d) and 7(e)] can only be rounded to the nearest
cent.

Quiality Holdings (Australian SDS) Pty Ltd
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Auditor independence

The directors received the following declaration from the auditor of Quality Holdings
(Australian SDS) Pty Ltd.

Z"a©2 ; n¥«uo| iz¢O @KF G
GEE \z¥" |z ha"zz? [vRO @KFJBIJ
h“yoz~ chl GEEE V«©®' z Cx¥E£Dvc«

Building a better \'ed W¥® GKI K h ymz™
working world

Auditor's Independence Declaration to the
Directors of Quality Holdings (Australia n SDS) Pty Ltd

As lead auditor for the audit of the financial report of Quality Holdings (Australian SDS) Pty Ltd
for the financial year ended 31 December 2022, | declare to the best of my knowledge and
belief, there have been:

a. no contraventions of the auditor independence requirements of the  Corporations Act 2001
in relation to the audit

b. no contraventions of any ap plicable code of professional conduct in relation to the audit ,
and

c. no non-audit services provided that contravene any applicable code of professional
conduct in relation to the audit.

This declaration is in respect of Quality Holdings (Australian SDS) Pty Ltd and the entities it
controlled during the financial year.

EM/KJY «\—\/0‘«/5/

Ernst & Young

D. ‘Cu%@w’ ~

D. G. Brown
Partner
6 February 202 3

A member firm of Ernst & Young Global Limited
Liability limited by a scheme approved under Professional Standards Legislation

Signed in accordance with a resolution of the directors .

Frank Canuck

Frank Canuck
Managing Director

6 February 202 3

Quiality Holdings (Australian SDS) Pty Ltd

CA 298(1 AA)

CA 298(2)
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for the year ended 31 December 2022

Continuing operations

Revenue from contracts with customers
Rental income from investment properties
Revenue

Cost of sales
Gross profit

Selling and distribution expenses
Administrative expenses

Other operating income

Other operating expenses
Operating profit

Finance costs

Finance income

Share of profit of an associate and a joint
venture

Other income

Profit before tax from continuing operations

Income tax expense
Profit for the year from continuing operations

Discontinued operations
Profit/(loss) after tax for the year from
discontinued operations

Profit for the year

Attributable to:
Equity holders of the parent
Non-controlling interests

¥{

¥ {~a

2022 2021
$000 $000
Note Restated
(Note 2.5)
4 179,058 159,088
16,18 1,404 1,377
180,462 160,465
14 (136, 569) (128,386)
43,893 32,079
(14,00 1) (12,964 )
(18,290 ) (12,011)
9.1 2,435 2,548
9.2 (2,554) (353)
11,483 9,299
9.3 (1,366 ) (1,268)
202 145
7,8 671 638
9.4 98 66
11,088 8,880
11 (3,092) (2,233)
7,996 6,647
10 220 (188)
8,216 6,459
7,928 6,220
288 239
8,216 6,459

Quiality Holdings (Australian SDS) Pty Ltd

¥ " ¢ ¥
AASB 1060.25(b)(i i),
28, 29, 49( b)

AASB 1060.92

AASB 1060.52(a) , 54

AASB 1060.58(b)

AASB 1060.58(b)
AASB 1060.58(b)

AASB 1060.52(b) , 54
AASB 1060.119(b)

AASB 1060.52(c), 54

AASB 1060.52(d) , 54

AASB 1060.52(€) , 54
AASB 1060.52( f), 54

AASB 1060.54
AASB 1060.53(a)(ii)
AASB 1060.53(a)(i)
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Consolidated statement of comprehensive income Consolidated statement of profit or loss

Consolidated statement of financial position

Consolidated statement changes in equity

Consolidated statement of cash flows



Commentary

AASB 106025 ©« | | z©2 © @ ~3¢z© (¥ 2a}lz | " ~£v" {~pvox~ve¢ ©3vazEfzon?2OA
~ox ¥E£ stitemeiit ¥ { ~ovox-~ve ! ¥O~2~¥oCC Zoa-~a-~70@© v zA }¥-z-z"A | z°
ewv ¢viazxzza GC i}z \ T ¥«! v! ! ¢~AASBI1860 zAn Bntity may Gse i@les [fof tze@itancial statements other
than those used in AASB 1060 as long as they are not misleading.

There is no specific requirement to identify adjustments made retrospectively on the face of the financial statements, except for

the effect of a retrospective application or restatement on each component of equity (  AASB 1060.61(b) ). AASB 1060 requires
details to be provided only in the notes. By labelling the comparv @ ~-z© &gz ©2vazyCA 2}z \ " ¥«! ~¢
supplement the requirements of AASB 1060 so that it is clear to the reader that amounts previously presented in prior period
financial statements have been adjusted in the comparative period(s) of these financial statements .

AASB 1060 does not require revenue recognised from contracts with customers to be disclosed separately from other sources of
revenue. The Group has elected to present the revenue from contracts with customers as a line item int he statement of profit or
loss separate from the other source of revenue. AASB 15 Revenue from Contracts with Customers only applies to a subset of total
revenue (i.e., revenue from contracts with customers)

AASB15defin z © ~ z ~Zmeome arigi® ind} z x ¥« ©z ¥{ va&o za&o?2 €BulileRcludes somerevénue v X @ ~ -
contracts from its scope (e.g., leases). AASB 1060 doesnotz ®} ¢ ~x~23 ¢ " z8«~"2z vmo zm@ma~a“— ay
-~3}1 x«©2¥£z  ©CC nay usé diff¢rent terminolbgy #n theirfimarial statements to describe revenue arising from
transactions that are within the scope of AASB 15. However, entities should ensure the terms used are not misleading and allow

users to distinguish revenue from contr acts with customers from other sources of revenue.

The Group also presented a line item for total revenue on the face of the statement of profit or loss as required by
AASB 1060.5 4. The Group presented rental income as part of revenue as it arises in the ¢ ourse of its ordinary activities.

Cost of sales includes costs of inventories recognised as expense. AASB 102.34 requires that when inventories are sold, the
carrying a mount of those inventories must be recognised as an expense in the period in which the r elated revenue is recognised.

AASB 1060.58 requires expenses to be analysed either by their nature or by their function within the statement of profit or loss,
whichever provides information that is reliable and more relevant. The Group has presented the a nalysis of expenses by function.
In Appendix 2, the statement of profit or loss is presented with an analysis of expenses by nature

AASB 1060 requires additional line items, headings and subtotals to be presented in the statement o  f profit or loss when such

" z©zonaya@~¥o ~© " z¢z-voad a¥ yo «oyz ©2voy-~ao| ¥{ a}z zma-a~Co
©) ¥«ty wz yzOx ~wzy Vv©O €z®2 v¥ y~ov'  ~2azf CASsuchethe?Gromp h&spresertetiz o
operating profit in the statement of profit or loss  although not required by AASB1060C i } z 2z " £© ¢€¥,|z va~no
~ax¥£zC v z Aostaliag Acfounting Btandards . The entity should ensure the amount disc losed is representative of
VX8 ~a~2-~70 23}v3d -¥«ty o¥ " £vee¢ wz x¥oO~yz zy 2¥ wz C¥|z"va-~no
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for the year ended 31 December 2022

Profit for the year

Other comprehensive income
Other comprehensive income that may be
reclassified to profit or loss in subsequent
periods (net of tax) :
Net gain on hedge of a net investment
Exchange differences on translation of
foreign operations
Net gain/(loss) on cash flow hedges
Net change in costs of hedging
Net loss on debt instruments at fair value
through other comprehensive income
Share of other comprehensive loss of an
associate
Net other comprehensive loss that may be
reclassified to profit or loss in  subsequent
periods

Other comprehensive income that will not be
reclassified to profit or loss in subsequent
periods (net of tax):
Net gain/(loss) on equity instruments
designated at fair value through other
comprehensive income
Remeasurement gain/(loss) on defined
benefit plans
Revaluation of office properties in Australia
Share of other comprehensive income of an
associate
Net other comprehensive income/(loss) that
will not be reclassified to profit or loss in
subsequent periods
Other comprehensive income/(loss)
year, net of tax
Total comprehensive income for the year,
net of tax

for the

Attributable to:
Equity holders of the parent

Non-controlling interests

©avyaz£gzoa

¥ {

2022 2021
$000 $000
Note Restated
(Note 2.5)
8,216 6,459
15.3 195 -
(246) (117)
15.3 (618) 24
15.3 (22) -
(15) (1)
(30) -
(736) (94)
(18) 7
22 257 (273)
17 592 -
30 -
861 (266)
125 (360)
8,341 6,099
8,053 5,860
288 239
8,341 6,099

Quiality Holdings (Australian SDS) Pty Ltd

X ¥ £ |

AASB 1060.25(b)(ii),
28, 29, 49(b)

AASB 1060.92

AASB 1060.54

AASB 1060.52(g)(ii) ,
54

AASB 1060.180(b)

AASB 1060.52(h) ,
54

AASB 1060.52(g)(i) .
54

AASB 1060.136(d)

AASB 1060.52(h) ,
54

AASB 1060.52(i) , 54

AASB 1060.53(b)(ii)
AASB 1060.53(b)(i)
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Commentary

The Group has elected as an accounting policy to present two statements, a statement of profit or loss and a statement of
comprehensive income, rather than a single statement of profit or loss and other comprehensive income combining the two
elements. If a two -statement approach is adopted, the statem ent of profit or loss must be followed directly by the statement of
comprehensive income . For illustrative purposes, the disclosure of a single statement of profit or loss and  other comprehensive
income is presented in Appendix 1.

AASB 1060.26 provides an option to present a single statement of income and retained earnings in place of a statement of
comprehensive income and a statement of changes in equity . This choice is available if the only changes to equity during the
period for which financial statements are prepared arise from profit or loss, payment of dividends, corrections of prior peri od
errors, and changes in accounting policies. See Appendix 3 for an illustrative statement of income and retained earnings.

There is no specific requirement to identify adjustments made retrospectively on the face of the financial statements, except for
the effect of a retrospective application or restatem ent on each component of equity ( AASB 1060.61(b) ). By labelling the
X¥E!'v va~az0 €6gz©avazyCA 2}z \ " ¥«! ~¢¢«O©2"  vazAASH 1060 sotat itiscléar @
to the reader that amounts previously presented in prior perio d financial statements have been adjusted in the comparative
period(s) of the se financial statements .

AASB 1060 does not explicitly require an entity to disclose the amount of income tax relating to each item of other

comprehensive income (OCI), including reclassification adjustments, either in the statement of comprehensive income orinth e
notes. The Group elected to present each item of OCI net of the related tax effects in the statement above. Another alternative is
to present the different items of OCI before the related tax effects with one amount shown for the aggregate amount of income

tax relating to those items. An entity electing this alternative must allocate the tax between those items that &nay be reclassified
ay | " y( ~a wi'notb&recaified w profi€or loss (n subsequent periods. This alternative is illustrated in Appendix 1.

AASB 1060.52(g) requires that items that may be reclassified subsequently to profit or loss, when specific conditions are met,

must be grouped on the face of the statement of comprehensive income. Similarly, items that will not be reclassified must also be
grouped together. In order to make these disclosures, an entity must analyse whether its OCI items are eligible to be subsequ ently
reclassified to profit or loss under Australian Accounting Standards .

The Group has presented, in OClthe gains and losses arising from cash flow hedges, including those related to foreign currency
and copper forward contracts that are hedges of forecast inventory purchases, that may be reclassified to profit or loss in
subsequent periods. Under AASB 9.6.5.11(d)(i), if a hedged forecast transaction subsequently results in the recognition of a
non-financial asset, the entity must remove the amount from the cash flow hedge reserve and include it directly in the initial cost
or other carrying amount of the as set as a basis adjustment. AASB 101.96 states that reclassification adjustments do not arise if
a cash flow hedge results in amounts that are removed from the cash flow hedge reserve or a separate component of equity and
included directly in the initial co st or other carrying amount of an asset. In subsequent periods, the amount previously recorded in
the cash flow hedge reserve may be recognised in profit or loss when the asset (liability) is being recovered (settled).
Furthermore, OClarising from a cash flow hedge of a future transaction of a non -financial item may not always result in a basis
adjustment . These amounts might be reclassified to profit or loss in the case of a loss that is expected not to be partially or fully
recovered (AASB 9.6.5.11(d)(ii i)), or if the future cash flows are no longer expected to occur ( AASB 9.6.5.12(b)). The Group
concluded that it should present OClarising from cash flow hedges consistently with the requirements for items of ~ OClthat may
be reclassified subsequently to p rofit or loss when specified conditions are met .

Under the requirements of AASB 1060.52(h) , entities must present the share of t he OCI items of equity method investees

(i.e., associates and joint ventures) . As at 31 December 2022,2} z \ " ¥« ! CO v ©O¥ x ~ v &tfair yalecthrqughxOCla x
(may be reclassified subsequently to profit or loss ) and an office building located in Australia that is accounted for under the
revaluation model (will not be reclassified subsequently to profit or loss ). Consequently, the Group presents items of OClrelated

to the associate in two separate line items in the statement of comprehensive income.
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as at 31 December 2022

Assets

Current assets

Cash and short-term deposits
Trade receivables

Contract assets

Inventories

Right of return assets
Prepayments

Other current financial assets

Assets held for sale

Non-current assets
Investment in a joint venture
Investment in an associate
Investment properties
Property, plant and equipment
Right-of-use assets

Intangible assets

Non-current financial assets
Deferred tax assets

Total assets

Liabilities

Current liabilities

Trade and other payables
Income tax payable

Contract liabilities

Refund liabilities

Interest -bearing loans and borrowings
Dividends payable

Other current financial liabilities
Provisions

Government grants

Liabilities directly associated with the assets held for
sale

Non-current liabilities

Contract liabilities

Interest -bearing loans and borrowings
Other non-current financial liabilities
Provisions

Net employee defined benefit liabilities
Government grants

Deferred tax liabilities

Total liabilities

Net assets

Equity

Ordinary shares

Convertible preference share reserve
Treasury shares

Retained earnings

Other components of equity

Reserves of a disposal group held for sale
Equity attributable to equity holders of the parent
Non-controlling interests

Total equity
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2022 2021
$000 $000
Restated
(Note 2.5)
17,528 14,916
25,672 22,290
4,541 5,180
26,027 23,830
1,124 929
244 165
551 153
75,687 67,463
13,554 o]
89,241 67,463
2,423 1,835
764 681
8,893 7,983
32,979 24,329
2,908 2,732
6,019 2,461
3,761 2,816
425 365
58,172 43,202
147,413 110,665
16,969 20,023
3,511 3,563
2,880 2,486
6,242 5,844
2,832 3,142
410 c
2,953 254
1,042 156
149 151
36,988 35,619
13,125 c
50,113 35,619
2,962 888
22,147 23,313
806 ¢
1,898 19
3,050 2,977
3,300 1,400
2,454 607
36,617 29,204
86,730 64,823
60, 683 45,842
26,668 19,468
228 228
(508) (654)
31,538 25,929
301 131
46 c
58,273 45,102
2,410 740
60, 683 45,842

Quiality Holdings (Australian SDS) Pty Ltd

AASB1060.25(a), 28, 29

AASB 1060.92

AASB 1060.37

AASB 1060.35(a)
AASB 1060.35(b)
AASB 1060.44(b), 159
AASB 1060.35(d)

AASB 1060.35(c)

AASB 1060.35(r)

AASB 1060.37

AASB 1060.35( j), 129(b)

AASB 1060.35(i), 125(b)
AASB 1060.35(f)
AASB 1060.35(e)

AASB 1060.35(g)
AASB 1060.35(c)
AASB 1060.35(n)

AASB 1060.37
AASB 1060.35(K)
AASB 1060.35(m)
AASB 1060.44(d), 159
AASB 1060.44(d)
AASB 1060.35())
AASB 1060.44(d)
AASB 1060.35())
AASB 1060.35(0)
AASB 1060.160(a)

AASB 1060.35(s)

AASB 1060.37
AASB 1060.44(d), 159
AASB 1060.35(1)

AASB 1060.35())

AASB 1060.35(0)

AASB 1060.35(0) , 44(e)
AASB 1060.160(a)
AASB 1060.35(n)

AASB 1060.44(f)

AASB 1060.35(q)
AASB 1060.35(p)
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Commentary

There is no specific requirement to identify adjustments made retrospectively on the face of the financial statements, except for
the effect of a retrospective application or restatement on each component of equity ( AASB 1060.61(b) ). AASB 1060 requires
details to be provided only inthe notes. W~ ¢vwz ¢¢~a| a8}z x¥£!v ' va~-z0 £gz©avazyCA
supplement the requirements of AASB 1060 so that it is clear to the reader that amounts previously presented in prior period
financial statements have been adjusted in the comparative period(s) of the se financial statements .

In accordance with AASB 1060 .37, the Group has presented current and non -current assets, and current and non -current
liabilities, as separate classifications in the statement of financial position. ~AASB 1060 does not require a specific order of the two
classifications. The Group has elected to present current assets and liabilities before non-current assets and liabilities. AASB 1060
requires entities to present assets and liabilities in order of liquidity ~ when this presentation is reliable and more relevant.

The Group presented &€ x ¥ @ @ " v x @  W¥@Gz av&x@ vimtlye sitatmen? of fima¢al position using the terminology from
AASB 15. AASB 15.109 allows an entity to use alternative descriptions. However, it must disclose sufficient information so that
users of the financial statements can clearly distinguish between unconditional rights to receive consideration (receivables) and
conditional rights to receive consideration (contract assets)

AASB 15.B25 requires an entity to present the refund liability separately from the corresponding asset (on a gross basis! rather
than a net basis). The Grouppresented € * ~| } 2 ¥{ sCz¢ =&y o vOPgéy ¢~vw~¢~2~z20C ©z | Vv )
position .

Under AASB 16.48 , right -of-use assets that meet the definition of investment property must be presented in the statement of
financial position as investment property. The Group does not have right -of-use assets that meet the definition of investment
property.

Quiality Holdings (Australian SDS) Pty Ltd 22
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for the year ended 31 December 2022

As at 1 January 2022

Adoption of amendments to AASB 137
(Note 2.4)

As at1 January 2022 (restated)
Profit for the period
Other comprehensive income

Total comprehensive income

Depreciation transfer for office properties in

Australia

Discontinued operations ( Note 10)
Issue of share capital (Note 24)
Exercise of options (Note 24)
Share-based payments (Note 25)
Transaction costs

Dividends

Transfer of fair value reserve of equity
instruments designated at FVOCI
Transfer of cash flow hedge reserve to
inventories

Non-controlling interests arising on a
business combination

(Note 6)

Acquisition of non -controlling interests

At 3 1 December 2022

a a a —~ ~ a
©2vazEgzano ¥{ x}vo]|] zO© oz 8«
Attributable to the equity holders of the parent
Fair
value Reserves
reserve ofa
Convertible Share- Cash of Foreign disposal
preference based flow Costof  financial currency Asset group Non-
Ordinary share Treasury Retained payment hedge hedging assets at translation  revaluation held for controlling Total
shares reserve shares  earnings reserve  reserve reserve FVOCI reserve surplus sale Total interests equity
$000 $000 $000 $000 $000 $000 $000 $000 $000 $000 $000 $000 $000 $000
19,468 228 (654) 25,929 636 (70) - 9 (444) - - 45,102 740 45,842
- - - (84) - - - - - - - (84) - (84)
19,468 228 (654) 25,845 636 (70) - 9 (444) - - 45,018 740 45,758
- - - 7,928 - - - - - - - 7,928 288 8,216
- - - 257 - (618) (22) (63) (51) 622 - 125 - 125
- - - 8,185 - (618) (22) (63) (51) 622 - 8,053 288 8,341
- - - 80 - - - - - (80) - - - -
- - - - - - - (46) - - 46 - - -
7,203 - - - - - - - - - - 7,203 - 7,203
29 - 146 - - - - - - - - 175 - 175
- - - - 307 - - - - - - 307 - 307
(32) - - - - - - - - - - (32) SN 7))
- - - (2,389) - - - - - - - (2,389) (30) (2,419)
- - - 7 R R R 7 R R R R R R
- - - - - 126 2 - - - - 128 - 128
- - - - - - - - - - - - 1,547 1,547
- - - (190) - - - - - - - (190) (135) (325)
26,668 228 (508) 31,538 943 (562) (20) (107) (495) 542 46 58,273 2,410 60,683

Quiality Holdings (Australian SDS) Pty Ltd

AASB
1060.25(c),
28, 29, 60, 92

AASB
1060.61(c)(i)
AASB 1060.61
(c)(ii)

AASB
1060.61(a)

AASB 1060.61
(c)(ii)

AASB 1060.61

(c)(iii)

AASB
1060.61(c),
136(d)
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for the year ended 31 December 2021 (restated )

As at 1January 2021

Adjustment on correction of error (net of tax)
(Note 2.5)

As at 1 January 2021 (adjusted)
Profit for the period

Other comprehensive income
Total comprehensive income

Exercise of options (Note 24)

Share-based payments (Note 25)

Dividends

Non-controlling interests arising on a business
combination (Note 6)

At 31 December 2021 (restated)

a a a ~ a
©2vazEgzano ¥{ x}vo]|] zO© oz 8«
Attributable to  the equity holders of the parent
Fair value
Convertible reserve of Foreign
preference Share-based Cash flow financial currency Non-

Ordinary share Treasury Retained payment hedge assets at translation controlling Total
shares reserve shares earnings reserve reserve FVOCI reserve Total interests equity
$000 $000 $000 $000 $000 $000 $000 $000 $000 $000 $000
19,388 228 (774) 22,282 338 (94) 3 (327)) 41,044 208 41,252
- - - (700) - - - - (700) - (700)
19,388 228 (774) 21,582 338 (94) 3 (327) 40,344 208 40,552
- - - 6,220 - - - - 6,220 239 6,459

- - - (273) - 24 (117) (360) - (360)

- - - 5,947 - 24 (117)) 5,860 239 6,099

80 120 - - - - - 200 - 200

- - - - 298 - - - 298 - 298

- - - (1,600) - - - - (1,600) (49) (1,649)

- - - - - - - - - 342 342
19,468 228 (654) 25,929 636 (70) 9 (444)) 45,102 740 45,842

Quiality Holdings (Australian SDS) Pty Ltd

AASB 1060.25(c),
28, 29, 60, 92

AASB 1060.61(b)

AASB 1060.61
©0

AASB 1060.61
(c)(ii)

AASB 1060.61(a)
AASB 1060.61
(c)(iii)

AASB 1060.61(c)
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Commentary

There is no specific requirement to identify adjustments made retrospectively on the face of the financial statements, except for
the effect of a retrospective application or restatement on each component of equity (  AASB 1060.61(b) ). AASB 1060 requires

details to be provided only in the notes. By labelling the comparv 2 ~-z© €gz©2vazyCA 2}z \ " ¥«! ~¢

supplement the requirements of AASB 1060 so that it is clear to the reader that amounts previously presented in prior period
financial statements have been adjusted in the comparative period(s) of these financial statements .

The acquisition of an additional ownership interest in a subsidiary without a change of control is accounted for as an equity
transaction in accordance with  AASB 10 Consolidated Financial Statements. Any excess or deficit of consideration paid over the
carrying amount of the non-controlling interest s is recognised in equity of the parent in transactions where the non-controlling
interest s are acquired or sold without loss of control. The Group has el ected to recognise this effect in retained earnings. With
respect to the subsidiary to whic h these non-controlling interests relate , there were no accumulated components recognised in
OCl If there had been such components, those would have been reallocate d within equity of the parent (e.g., foreign currency
translation reserve or fair value reserve of financial assets at FVOCI ).

The Group recognises remeasurement gains and losses arising on defined benefit pension plans in OCI in accordance with

AASB 119 Employee Benefits. As they will never be reclassified into profit or loss, they are immediately recorded in retained
earnings. AASB 1060 does not require separate presentation of those components in the statement of changes in equity but

an entity may choos e to present the remeasurement gains and losses in a separate reserve within the statement of changes

in equity.

The amounts presented as change in the asset revaluation surplus and the fair value reserve of financial assets at FVOCI include
a share of OClof the associate, which relates to the revaluation of an office building in  Australia and the remeasurement of debt
instruments at fair value through OCI .

AASB 9.B5.7.1 states that accumulated gains and losses recognised in OClI for equity financial assets must not be subsequently
transferred to profit or loss. However, the entity may transfer the cumulative gain or loss within equity. The Group tra nsferred
the accumulated gain on its equity financial assets from OCI to retained earnings upon derecognit ion of the financial asset.

AASB 9.6.5.11(d)(i) requires that if a hedged forecast transaction subsequently results in the recognition of a non -financial asset
or non-financial liability, or a hedged forecast transaction for a non -financial asset or a non -financial liability becomes a firm
commitment for which fair value hedge accounting is applied, the entity must remove that amount from the cash flow hedge

reserve and include it directly in the initial cost or other carrying amount of the asset or liability. This is not a reclassification
adjustment and, as such, it does not affect OCI .

AASB 1060.26 provides an option to present a single statement of income and retained earnings in place of the statement of
comprehensive income and statement of changes in equity and is available if the only changes to equity during the period for
which the financial statements are presented arise from profit or loss, payment of dividends, corrections of prior period errors,
and changes in accounting policies. See Appendix 3 for an illustrative statement of income and retained earnings.

Quiality Holdings (Australian SDS) Pty Ltd
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for the year ended 31 December 2022

Operating activities

Receipts from customers

Payments to suppliers

Payments to employees

Interest received

Interest paid

Income tax paid

Net cash flows from operating activities

Investing activities

Proceeds from sale of property, plant and equipment
Purchase of property, plant and equipment
Purchase of investment properties

Purchase of financial instruments

Proceeds from sale of financial instruments
Development expenditures

Acquisition of a subsidiary, net of cash acquired
Receipt of government grants

Net cash flows used in investing activities
Financing activities

Proceeds from exercise of share options
Acquisition of non -controlling interests
Transaction costs o n issue of shares

Payment of principal portion of lease liabilities
Proceeds from borrowings

Repayment of borrowings

Dividends paid to equity holders of the parent
Dividends paid to non-controlling interests

Net cash flows from/(used in) financing activities

Net increase in cash and cash equivalents
Net foreign exchange difference
Cash and cash equivalents at 1 January

Cash and cash equivalents at 31 December

Commentary

2022 2021
Note $000 $000
177,529 161,832
(129,054 ) (115,205 )
(33,749) (29,151 )
250 221
(1,067) (1,173)
(2,935) (3,999)
10,974 12,525
1,990 2,319
17 (10,16 7) (7,581)
16 (1,216) (1,192)
(272) (225)
328 145
19 (587) (390)
6 230 (1,450)
23 2,951 642
(6,743) (7,732)
175 200
(325) o}
(32) o}
(406) (341)
5,649 4,871
(2,032) (4,250)
(1,97 9) (1,600)
(30) (49)
1,020 (1,169)
5,251 3,624
339 326
12,266 8,316
12 17,856 12,266

AASB 1060 .70 allows entities to report cash flows from operating activities using either the direct method
or the indirect method. The Group presents its cash flows using the direct method. A statement of cash
flows prepared using the indirect method for operating act ivities is presented in Appendix 4 for illustrative

purposes.

AASB 1060.8 3 permits interest paid to be shown as operating or financing activities and interest received
to be shown as operating or investing activities, as deemed rele vant for the entity. The Group has elected
to classify interest received and interest paid as cash flows from operating activities.

In the statement of cash flows, a lessee classifies: cash payments for the principal portion of the lease
liability within financing activities; cash payments for the interest portion of the lease liability applying the
requirements in AASB 1060 for intere st paid; and short -term lease payments, payments for leases of low -
value assets and variable lease payments not included in the measurement of the lease liability within

operating activities. Non -cash activity (e.g., the initial recognition of the lease at

commencement) is

required to be disclosed as a supplemental non -cash item in accordance with AASB 1060.86 (see Note 18).

Quiality Holdings (Australian SDS) Pty Ltd

AASB 1060.25(d), 28,
29, 66

AASB1060. 67, 70(b),
73

AASB 1060.82
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AASB 1060.69, 74

AASB 1060.82

AASB 1060.81
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1. Corporate information

The consolidated financial statements of Quality Holdings (Australian SDS) Pty Ltd (the
Company or parent) and its subsidiaries (collectively, the Group) for the year ended 31
December 2022 were authorised for issue in accordance with a resolution of the d irectors on 6
February 202 3. Quality Holdings (Australian SDS) Pty Ltd is a company limited by shares
incorporated in Australia. The registered office is located at Bush Avenue, Mulberry Park,
Australia.

The Groupis principally engaged in the provision of fire prevention and electronics equipment
and services and the management of investment property .

The immediate and ultimate holding company of Quality Holdings (Australian SDS) Pty Ltd is
S.J. Limited which owns 58.22% (2021 : 57.55%) of its ordinary shares .

2. Significant accounting policies

Commentary

i}z ~yzoa~{~xva~¥o ¥{ vao zpopa-a~ CO O~|o~{~xveod yvxx¥

statements . AASB 1060.95 requires the significant accounting policies disclosures to summarise the
measurement basis (or bases) used in preparing the financial statements, and the other accounting policies
used that are relevant to an understanding of the financial statements. The significant accounting policies
disclosed in this note illustrate some of the more commonly applicable accounting policies . However, it is
essential that entities consider their specific circumstances when determining which accounting policies are
significant and relevant and therefore need to be disclosed.

COVID-19 commentary
Background

While the negative impact of COVID-19 is gradually declining, e ntities may still need to consider the impact
of COVID19 in preparing their financial statements . While the specific areas of judgement may not change,
the impact of COVID19 resulted in the application of further judgeme nt within those areas .

Although the financial year 202 2 is the third annual reporting period impacted by COVID 19, the economic
and financial impacts still remain to some extent , and further changes to estimates may need to be made in
the measurementofen2 ~2 ~z ©C v©©z2 © voy ¢~vw~¢~2~2z0 £v  ©02~¢

Entities should consider whether to disclose the measures they have taken, i n line with the
recommendations of the WHO and national health ministries , to preserve the health of their employees and
support the prevention of contagion in their administrative and operational areas, such as working from
home, reduced work shifts in operational areas to minimi se the number of workers commuting, rigorous
cleaning of workplaces, distribution of personal protec tive equipment, testing of suspected cases and
measuring body temperature .

2.1 Basis of preparation

These general purpose financial statements have been prepared in compliance with the
requirements of the Corporations Act 2001 and Australian Accounting Standards g Simplified
Disclosures. The Group is a for-profit entity for the purposes of preparing thes e consolidated
financial statements.

Commentary

The Group adopted AASB 1060 General Purpose Financial Statements g Simplified Disclosures for For -Profit
and Not-for-Profit Tier 2 Entities in a prior period . Where an entity is only adopting SDS in the current year,
see:

3 Appendix 6 for illustrative transition disclosures when an entity previously prepared SPFS

3 Appendix 7 for illustrative transition disclosures when an entity previously prepared RDR financial
statements

The consolidated financial statements have been prepared on a historical cost basis, except for
investment properties, certain office properties (classified as property, plant and equipment)
derivative financial instruments , debt and equity financial asse ts and contingent consideration
that have been measured at fair value. The carrying values of recognised assets and liabilities
that are designated as hedged items in fair value hedges that would otherwise be carried at
amortised cost are adjusted to recognise changes in the fair values attributable to the risks that
are being hedged in effective hedge relationships .

Quiality Holdings (Australian SDS) Pty Ltd

AASB 1060.25(€)

AASB 1060.31(a),
31(b), 31(c), 104(a),
186

AASB 1060.32(a)

AASB 1060. 32(b)

AASB 1060.192

AASB 1060.91(a), 95(b)

AASB 1060.10,
11(a), 11(b)

AASB 1060.10,
11(a), 11 (b)

AASB 1060.95(a)
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2. Significant accounting policies  continued

2.1 Basis of preparation continued

Rounding

The financial reportis presented in Australian dollars and all values are rounded to the nearest AASB 1060.31(d),
thousand ($000), except when otherwise indicated under the option available to the Company 31(e), 181
as providedin ASICCorpd v& ~¥o®© =g¥«oy~o| ~»o [~ovox-~veDY

. . . : U . ASIC CI 2016/191
2016/191 . The Company is an entity to which this legislative instrument applies.

Commentary
Quantitative d isclosures in the financial statements are rounded to the near est thousand dollars under the
option available to companies as providedin Vh A X X¥ " | ¥" va ~¥o0© =g¥«oy~o| ~:

Instrument 2016/191 except for those relating to the following :
3 Aud~2¥" CO© " z£«mz ' vd@~¥m =VVhW FEKECNM>

3  Expenses relating to share-based payment arrangements and liabilities arising from such
arrangements (AASB 1060.168)

3  Compensation of key management personnel (AASB 1060.194 and 196)
3  Transactions and outstanding balances w ith r elated parties (AASB 1060.198 and 199)

Such quantitative disclosures are required to be rounded to the nearest dollar ($1), provided that the total
assets of the entity are not more than $1,000,000,000

Further, the following disclosures can only be rounded to the nearest cent:

3 Weighted average exercise price of share options outstanding at the beginning of the period,
forfeited, exercised or expired during the period, outstanding at the end of the period, and exercisable
at the end of the period

COVID-19 commentary
Going concern

Despite the decrease in the unpredictability of the further impact of COVID-19, there still may be material
«Bxz " 2y~pa~70© a}lya xyO©2 y¥«w? ¥uo 2}z zopa-a~CO vw-~¢
Evov|z£zw? A -}zeoe | "ziv ~ao| {~ovox~vet ©3vazfzon2 OA 2
concern, and whether the going concern assumption is appropriate. In assessing whether the going

concern assumption is appropriate, the standard requires an entity to consider all available information

about the future, which is at least, but not limited to, twelve months from the end o f the reporting period .
When an entity is aware, in making its going concern assessment, of material uncertainties related to
Zz~zr2© ¥° x¥poy~23-~-¥pop@© 2}v?a £v xv0O% O~|w~{~xved y¥c«
concern, it must disclose those uncertainties .

Entities will need to disclose the significant judgements made in the assessment of the existence of a
material uncertainty .

When making that assessment, management takes into consideration the existing and anticipated effects
oftheoutw” zvj ¥m 2}z zon2a-~2"CO VX2@~-~2~70OC bvov|z£fzoa ¢
future that was obtained after the reporting date , up until the date of which the financial statements are
issued in their assessment of going concern . This includes, but is not limited to, measures taken by
governments and banks to provide relief to affected entities and subsequent gradual curtailment of those
measures by governments. These disclosures are equally as important, if not even more so, in situations

when the going concern assumption is still applied but there is some doubt as to situations when the going
concern assumption is not applied.

Considerations that an entity mi ght disclose to address its going concern basis include:

3  Whether the entity has sufficient cash and/or headroom in its credit facilities to support any downturn
whilst noting that the nature of COVID19 means that uncertainties will remain, and it may not be able
to reasonably estimate the future impact

3 Actions the entity has taken to mitigate the risk that the going concern assumption is not appropriate
such as activities to preserve liquidity

3 X¥popO-~yz'va-~¥o ¥{ 2}z zuopa-a~ CO w«O-~-oz©O £¥yz¢ vay
3  Any challenges of the underlying data and assumptions us ed to make the going concern assessment

When an entity does not prepare financial statements on a going concern basis, it shall disclose that fact,
together with the basis on which it prepared the financial statements and the reason why the entity is not
regarded as a going concern.
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2. Significant accounting policies  continued
2.2 Basis of consolidation

The consolidated financial statements comprise the financial statements of the  Company and
its subsidiaries as at 31 December 2022 . Control is achieved when the Group is exposed, or has
rights, to variable returns from its involvement with the  investee and has the ability to affect
those returns through its power over the investee. Specifically, the Group controls an investee

if, and only if, the Group has:

Power over the investee (i.e., existing rights that give it the current ability to direct the
relevant activities of the investee)

» Exposure, or rights, to variable returns from its involvement with the investee
» The ability to use its power over the investee to affect its returns

Generally, there is a presumption that a majority of voting rights results in control. To support
this presumption and when the Group has less than a majority of the voting or similar rights of

an investee, the Group considers all relevant facts and circumstances in assessing whether it

has power over an investee, including:

» The contractual arrangement(s) with the other vote holders of the investee
» Rights arising from other contractual arrangements
» i}z \ " ¥«! CO -~¥a~un| " ~|}20© voy ! ¥azpa-yg¢ ¥

The Group re-assesses whether or not it controls an inve stee if facts and circumstances
indicate that there are changes to one or more of the three elements of control. Consolidation
of a subsidiary begins when the Group obtains control over the subsidiary and ceases when the
Group loses control of the subsidia ry. Assets, liabilities, income and expenses of a subsidiary
acquired or disposed of during the year are included in the consolidated financial statements
from the date the Group gains control until the date the Group ceases to control the subsidiary.

Profit or loss and each component of OCI are attributed to the equity holders of the parent of

the Group and to the non -controlling interests, even if this results in the non -controlling

interests having a deficit balance. When necessary, adjustments are ma de to the financial
©2vazEfzo2© ¥{ O«wO~y~v' ~z0 2¥ w’'  ~o| a}z~" VvX
policies. All intra -group assets and liabilities, equity, income, expenses and cash flows relating

to transactions between members of the Group are eliminated in full on consolidation.

A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as
an equity transaction .

If the Group loses control over a subsidiary, it derecognises the related assets (including
goodwill), liabilities, non -controlling interest and other components of equity, while any
resultant gain or loss is recognised in profit or loss. Any investment retained is recognised at
fair value.

2.3 Summary of significant accounting po licies

a. Business combinations and goodwiill

Business combinations are accounted for using the acquisition method. The cost of an

acquisition is measured as the aggregate of the consideration transferred , which is measured

at acquisition date fair value, and the amount of any non -controlling interest s in the acquiree.
For each business combination, the Group elects whether to measure the non-contro lling
interests in the acquiree v& {v~" =—veC«z ¥~ va 23}z 7T ¥I¥Ta~y
identifiable net assets. Acquisition -related costs are expensed as incurred and included in
administrative expenses.

The Group determines that it has acquired a business when the acquired set of activities and
assets include an input and a substantive p rocess that together significantly contribute to the
ability to create outputs. The acquired process is considered substantive if it is critical to the
ability to continue producing outputs, and the inputs acquired include an organised workforce
with the n ecessary skills, knowledge, or experience to perform that process or it significantly
contributes to the ability to continue producing outputs and is considered unique or scarce or
cannot be replaced without significant cost, effort, or delay in the abilit y to continue
producing outputs.

Quiality Holdings (Australian SDS) Pty Ltd
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2. Significant accounting policies  continued

2.3 Summary of significant accounting policies continued

a. Business combinations and goodwill  continued

When the Group acquires a business, it assesses the financial assets and liabilities assumed for
appropriate classification and designation in accordance with the contractual terms, economic
circumstances and pertinent conditions as at the acquisition date. This includes the separation
of embedded derivativ es in host contracts by the acquiree.

Any contingent consideration to be transferred by the acquirer will be recognised at fair value

at the acquisition date. Contingent consideration classified as equity is not remeasured and its
subsequent settlement i s accounted for within equity. C ontingent consideration classified as an
asset or liability that is a financial instrument and within the scope of AASB9 Financial
Instruments , is measured at fair value with the changes in fair value recognised in the
statement of profit or loss in accordance with AASB 9. Other contingent consideration that is
not within the scope of AASB 9 is measured at fair value at each reporting date with changes in
fair value recognised in profit or loss.

Goodwill is initially measu red at cost (being the excess of the aggregate of the consideration
transferred and the amount recognised for non -controlling interest s and any previous interest
held over the net identifiable assets acquired and liabilities assumed ). If the fair value of the net
assets acquired is in excess of the aggregate consideration transferred , the Group re-assesses
whether it has correctly identified all of the assets acquired and all of the liabilities assumed

and reviews the procedures used to measure the amounts to be recognised at the acquisition
date. If the reassessment still results in a n excess of the fair value of net assets acquired over
the aggregate consideration transferred, then the gain is recognised in profit or loss.

After initial recognition, goodwill is measured at cost less any accumulated impairment losses.

For the purpose of impairment testing, goodwill acquired in a business combination is, from the
VX8«~0O~2~¥n yvazA v¢¢¥xyvagenerathgfunits thatdre e¥pectetifoz \
benefit from the combination, irrespective of whether other assets or liabilities  of the acquiree
are assigned to those units.

Where goodwill has been allocated to a cash-generating unit (CGU) and part of the operation
within that unit is disposed of, the goodwill associated with the disposed operation is included
in the carrying amount of the operation when determining the gain or loss on disposal. Goodwill
disposed in these circumstances is measured based on the relative values of the disposed
operation and the portion of the cash -generating unit retained.

b. Investmenti n associates and joint ventures

An associate is an entity over which the Group has significant influence. Significant influence is
the power to participate in the financial and operating policy decisions of the investee, but is
not control or joint contr ol over those policies.

A joint venture is a type of joint arrangement whereby the parties that have joint control of the
arrangement have rights to the net assets of the joint venture. Joint control is the
contractually agreed sharing of control of an arrangement, which exists only when decisions
about the relevant activities require the unanimous consent of the parties sharing control.

Commentary

The Group does not have an interest in a joint operation. If the Group had an interest in a joint
operation, as per AASB 11.20, it would recognise in relation to its interest its:

Assets, including its share of any assets held jointly
Liabilities, including its share of any liabilities incurred jointly
Revenue from the sale of its share of the output arising from the joint operation

W W N

Share of the revenue from the sale of the output by the joint operation

3  Expenses, including its share of any expenses incurred jointly

The considerations made in determining significant influence or joint control are similar to
those necessary to determine control over subsidiaries. i } z \ " ¥«|] CO ~no-z ©2 {
and joint venture are accounted for using the equity method.

Under the equity method, the investment in an associate or a joint venture is initially

recognised at cost. The carrying amount of the investment is adjusted to recognise changes in
a1z \"¥«! CO ©}v"z ¥{ oajsintvedeez since the fcquisition dare© © ¥ x
Goodwill relating to the associate or joint venture is included in the carrying amount of the
investment and is not tested for impairment separately.

Quiality Holdings (Australian SDS) Pty Ltd
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2. Significant accounting policies  continued

2.3 Summary of significant accounting policies continued

b. Investment in associates and joint ventures continued

The statement of profitorloss “ z{ ¢ zx2 © 2}z \ " ¥« | C@pe@ionsofzhe ¥ {
associate or joint venture . Any change in OCI of those investees is presented as part of the

\ " ¥«! CO dX" @heh therevhgsypeen a-chamg recognised directly in the equity of the
associate or joint venture , the Group recognises its share of any changes, when applicable, in
the statement of changes in equity. Unrealised gains and losses resulting from transactions
between the Group and the associate or joint venture are eliminated to the extent of the
interest in the associate or joint venture .

Theaggregate oft} z \ " ¥«! CO© ©} vz ¥{ !~ ¥nflajdint Yefitureti¥sba@vn }

on the face of the statement of profit or loss outside operating profit and represents profit or
loss after tax and non-controlling interests in the subsidiaries of the associate or joint venture .

The financial statements of the associate or joint venture are prepared for the same reporting
period as the Group. When necessary, adjustments are made to bring the account ing policies in
line with those of the Group.

After application of the equity method, the Group determines whether it is necessary to
recognise an impairment loss on its investment in its associate or joint venture. At each
reporting date, the Group dete rmines whether there is objective evidence that the investment
in the associate or joint venture is impaired. If there is such evidence, the Group calculates the
amount of impairment as the difference between the recoverable amount of the associate or

joint venture and its carrying value, and then recognises the loss within € h} v ™z ¥ { |~
vVOO¥xXx~vaz vaoy v ¥~po2 S7zm8«”"zC ~o 2}lz ©2vazg

Upon loss of significant influence over the associate or joint control over the joint venture,  the
Group measures and recognises any retained investment at its fair value. Any difference
between the carrying amount of the associate or joint venture upon loss of significant influence
or joint control and the fair value of the retained investmentand  proceeds from disposal is
recognised in profit or loss.

c. Current versus non -current classification

The Group presents assets and liabilities in the statement of financial position based on
current/non -current classification . An asset is current when it is:

» Expected to be realised or intended to be sold or consumed in the normal operating cycle
» Held primarily for the purpo se of trading
» Expected to be realised within twelve months after the reporting period

Or

» Cash or cash equivalent unless restricted from being exchanged or used to settle a liability
for at least twelve months after the reporting period

All other assets are classified as non-current .
A liability is current when:

» ltis expected to be settled in the normal operating cycle

» ltis held primarily for the purpose of trading

» ltis due to be settled within twelve months after the reporting period
Or

» There is no unconditional right to defer the settlement of the liability for at least twelve
months after the reporting period

The terms of the liability that could, at the option of the counterparty, result in its settlement
by the issue of equity instruments do no t affect its classification.

The Group classifies all other liabilities as non-current.

Deferred tax assets and liabilities are classified as non -current assets and liabilities.

Quiality Holdings (Australian SDS) Pty Ltd
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2. Significant accounting policies  continued

2.3 Summary of significant accounting policies continued

d. Fair value measurement

The Group measures certain financial instruments and non -financial assets at fair value at each
balance sheet date.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date. The fair value
measurement is based on the presumption that the transaction to sell the asset or transfer the
liability takes place either:

» Inthe principal market for the asset or liability
Or

» In the absence of a principal market, in the most advantageous market for the asset or
liability

The principal or the most advantageous market must be accessible by the Group.

The fair value of an asset or a liability is measured using the assumptions that market
participants would use when pricing the asset or liability, assuming that market participants act
in their economic best interest.

A fair value measurement of a non -financial asset takes into account a market participant's
ability to generate economic benefits by using the asset in its highest and best use or by selling
it to another market participant that would use the asset in its highest and best use.

The Group uses valuation techniques that are appropriate in the circumstances and for which
sufficient data are available to measure fair value, maximising the use of relevant observable
inputs and minimising the use of unobservable inputs.

External valuers are inv olved for valuation of significant assets, such as investment properties
and unquoted financial assets, and significant liabilities, such as contingent consideration.

e. Revenue from contracts with customers

The Group is in the business of providing fire prevention and electronics equipment and
installation services. Revenue from contracts with customers is recognised when control of the
goods or services are transferred to the customer at an amount that refle  cts the consideration
to which the Group expects to be entitled in exchange for those goods or services. The Group
has generally concluded that it is the principal in its revenue arrangements, except for the
procurement services below, because it typically controls the goods or services before
transferring them to the customer.

Sale of fire prevention and electronics equipment

Revenue from sale of fire prevention and electronics equipment is recognised at the point in
time when control of the assetis transferred to the customer, generally on delivery of the
equipmentv @ 2}z x«©2¥E£z" CO ¢¥xva~¥n

The Group considers whether there are other pr omises in the contract that are separate
performance obligation s to which a portio n of the transaction price ne eds to be allocated
(e.g., warranties, customer loyalty points). In determining the transaction price for the sale of
fire prevention and electronics equipment, the Group considers the effects of variable
consideration, existence of a significant financing component, non-cash consideration, and
consideration payable to the customer (if any).

i. Variable consideration

If the consideration in a contract includes a variable amount, the Group estimates the amount
of consideration to which it will be entitled in exchange for transferring the goods to the
customer. The variable consideration is estimated at contract inceptio n and constrained until it
is highly probable that a significant revenue reversal in the amount of cumulative revenue
recognised will not occur when the associated uncertainty with the variable consideration is
subsequently resolved. Some contracts for the sale of electronics equipment provide
customers with a right to return the goods within a specified period. The Group also provides
retrospective volume rebates to certain customers once the quantity of electronics equipment
purchased during the period ex ceeds the threshold specified in the contract . The rights of
return and volume rebates give rise to variable consideration.
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2. Significant accounting policies  continued

2.3 Summary of significant accounting policies continued

e. Revenue from contracts with customers continued
» Rights of return

The Group uses the expected value method to estimate the variable consideration given the
large number of contracts that have similar characteristics. The Group then applies the
requirements on constraining estimates of variable consideration in order to determine the
amount of variable consideration that can be included in the transaction price  and recognised
as revenue. A refund liability is recognised for the goods that are expected to be returned

(i.e., the amount not included in the transaction price) . A right of return asset (and
corresponding adjustment to cost of sales) is also recognised for the rig ht to recover the goods
from the customer.

» Volume rebates

The Group applies either the most likely amount method or the expected value method to
estimate the variable consideration in the contract . The selected method that best predicts the
amount of variabl e consideration is primarily driven by the number of volume thresholds
contained in the contract . The most likely amount is used for those contracts with a single
volume threshold, while the expected value method is used for those with mor e than one
volume threshold. The Group then applies the requirements on constraining estimates of
variable consideration in order to determine the amount of variable consideration that can be
included in the transaction price and recognised as revenue. A r efund liability is recognised for
the expected future rebates (i.e., the amount not included in the transaction price).

The disclosures of significant estimates and assumptions relating to the estimation of variable
consideration for returns and volume rebates are provided in Note 3.

Commentary
The Group recognised refund liabilities for the goods expected to be returned and the expected volume
rebates. While the most common form of refund | iabilities may be related to sales with a right of return, the

refund liability requirements also apply if an entity expects to have to provide retrospective price
reductions to a customer.

Entities must assess whether volume rebates are to be accounted fo r as variable consideration or as
customer options to acquire additional goods or services at a discount. Generally, if a volume rebate is
applied prospectively, the rebate would be accounted for as a customer option.  Entities will need to

evaluate whether the volume rebate or discount provides the customer with an option to purchase goods or
services in the future at a discount that represents a material right (and is, therefore, accounted for as a
performance obligation) . However, a volume rebate that is applied retrospectively is accounted for as
variable consideration, wz x v« ©z 23}z {~ove¢ | " ~xz ¥{ zvx} | ¥¥y ¥~
total purchases that are s ubject to the rebate program.

Entities need to determine whether a refund liabili ty should be characterised as a contract liability based on
the specific facts and circumstances of the arrangement. A refund liability will not typically meet the
definition of a contract liability. When an entity concludes that a refund liability is not ~ a contract liability, it
would present the refund liability separate from any contract liability (or asset). The Group has determined
that its refund liabilities are not contract liabilities.

ii.  Significant financing component

The Group receives advance payments from customers for the sale of customised fire

prevention equipment with a manufacturing lead time of two years after signing the contract

and receipt of payment. There is a significant financing component for these contracts
consideringt} z ¢zwo| @} ¥{ & ~f£z wz?@-zzwo 2}z Xx«O2¥f£z"
equipment, as well as the prevailing interest rate in the market. As such, the transaction price

for these contracts is discounted using an interest rate that would be reflectedina  separate
financing transaction between the Group and the customer at contract inception.

The Group applies the practical expedient for short -term advances received from customers.
That is, the promised amount of consideration is not adjusted for the effe cts of a significant
financing component if the period between the transfer of the promised good or service and
the payment is one year or less.

ii.  Non-cash consideration

The Group receives moulds and other tools from certain customers to be used in manufacturing
fire prevention equipment to be sold to them. The fair value of such non -cash consideration
received from the customer is included in the transaction price and measured when the Group
obtains control of the equipment.
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2. Significant acc ounting policies continued

2.3 Summary of significant accounting policies continued
e. Revenue from contracts with customers continued

Commentary

AASB 15.48 requires that an entity considers the effects of: variable consideration; constraining estimates
of variable consideration ; the existence of significant financing component in the contract; non -cash
consideration; and consideration payable to a cust omer in determining the transaction price.

The Group did not incur any consideration payable to a customer. Consideration payable to a customer
includes cash amounts that an entity pays, or expects to pay, to the customer. The consideration payable
to a customer is accounted for as a reduction of the transaction price unless the payment to the customer
is in exchange for a distinct good or service that the customer transfers to the entity  (AASB 15.70) .
Entities need to include this in their accounting polic y disclosures if significant.

Warranty obligations

The Group typically provides warranties for general repairs of unknown defects that existed at
the time of sale, as required by law. These assurance-type warranties are accounted for as
warranty provisions . Refer to the accounting policy on warranty provisions in section

w) Provisions.

The Group also provides a warranty beyond fixing unknown defects that existed at the time of
sale. These service-type warranties are sold either separately or bundled together with the sale
of fire prevention equipment. Contracts for bundled sales of equipment and service -type
warranty comprise two performance obligations because the equipment and service -type
warranty are both sold on a stand-alone basis and are distinct within the context of the
contract. Using the relative stand -alone selling price method, a portion of the transaction price
is allocated to the service -type warranty and recognised as a contract liability. Revenue for
service-type warranties is recognised over the period in which the service is provided based on
the time elapsed.

Commentary

If the customer has the option to purchase the warranty separately or if the warranty provides a service to
the customer, beyond fixing unknown defects that existed at the time of sale, AASB 15.B29 states that the
entity is providing a service -type warranty that is a separate performance obligation . Otherwise, it is an
assurance-type warranty, which provides the customer with assurance that the product complies with
agreed-upon specifications. In some cases, it may be difficult to determine whether a warranty provides a
customer with a service in addition to the assurance that the delivered product is as specified in the
contract. To help entities make that assessment, AASB 15.B31 -33 provides relevant application guidance.

Loyalty points program

The Group has a loyalty points program, Quality Points, which allows customers to accumulate
points that can be redeemed for free products. The loyalty points give rise to a separate
performance obligation as they provide a material right to the customer.

A portion of the transaction price is allocated to the loyalty points awarded to  customers based
on relative stand -alone selling price and recognised as a contract liability until the points are
redeemed.

When estimating the stand -alone selling price of the loyalty points, the Group considers the
likelihood that the customer will redeem the points. The Group updates its estimates of the
points that will be redeemed on a quarterly basis and any adjustments to the contract liability
balance are charged against revenue.

Installation services

The Group provides installation services that are either sold separately or bundled together
with the sale of equipment to a customer. The installation services do not significantly
customise or modify the fi re prevention equipment.

Contracts for bundled sales of equipment and installation services are comprised of two
performance obligations because the equipment and installation services are both sold on a
stand-alone basis and are distinct within the cont ext of the contract. Accordingly, the Group
allocates the transaction price based on the relative stand -alone selling prices of the equipment
and installation services.
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2. Significant accounting policies  continued

2.3 Summary of significant accounting policies continued

e. Revenue from contracts with customers continued

The Group recognises revenue from installation services over time because the customer
simultaneously receives and consumes the benefits provided to them. The Group uses an input
method in measuring progress of the installation services because there is a direct relationship
wz?a-zzo a2}z \ " ¥«! CO elfbpuhodrs incurr€d) addthevranSiar gf sewize @
to the customer. The Group recognises revenue on the basis of the labour hours expended

relative to the total expected labour hours to complete the service.

AASB 1060.158

Procurement services

The Group has contracts with customers to acquire, on their behalf, special fire prevention
equipment produced by foreign suppliers. Under these contracts, the Group provides
procurement services (i.e., coordinating the selection of suitable suppliers and managin g the
ordering and delivery of the imported equipment). The Group does not have control of the
equipment before it is being transferred to the customer.  The Group is acting as an agent and
recognises revenue at the net amount that is retained for these arrangements. Revenue is
recognised at a point in time (i.e., upon receipt of the customer of the equipment) because this
~© -}zan 2}z X«©2¥fz" wzoz{~20 {"¥f 2}z \" ¥«

Contract balances

i. Contract assets

A contract asset is initially recognised for revenue earned from installation services because
the receipt of consideration is conditional on successful completion of the installation. Upon
completion of the installation and acceptance by the customer, the amount recogniseda s
contract assets is reclassified to trade receivables .

Contract assets are subject to impairment assessment. Refer to  the accounting policies on
impairment of financial assets in section p) Financial instrument s ginitial recognition and
subsequent measurement.

ii. Trade receivables

A receivable is recognised if an amount of consideration that is unconditional is due from the
customer (i.e., only the passage of time is required before payment of the consideration is
due). Refer to accounting policies of financial assets in section p) Financial instruments ginitial
recognition and subsequent measurement .

iii. Contract liabilities

A contract liability is recognised if a payment is received or a payment is due (whichever is
earlier) from a customer before the Group transfers the related goods or services. Contract
liabilities are recognised as revenue when the Group per forms under the contract

(i.e., transfers control of the related goods or services to the customer)

Assets and liabilities arising from rights of return

i. Rightof return assets

A right -of -return asset is recognised for the right to recover the goods expected to be returned
by customers. The asset is measured at the former carrying amount of the inventory, less any
expected costs to recover the goods and any potential decreases in value. The Group updates
the measurement of the asset for any revi sions to the expected level of returns and any
additional decreases in the value of the returned products.

ii. Refund liabilities

A refund liability is recognised for the obligation to refund some or all of the consideration
received(or " zxz~=-vwtz> {"¥£ v X«O2¥E£z"C i}z \ =~ ¥«]
right of return and volume rebates. The liability is measured at the amount the Group

ultimately expects it will have to return to the customer. The Group updates its estimat  es of
refund liabilities (and the corresponding change in the transaction price) at the end of each
reporting period.

iii. Cost to obtain a contract

The Group pays sales commission to its employees for each contract that they obtain for
bundled sales of equipment and installation services. The Group applies the optional practical
expedient to immediately expense costs to obtain a contract if the amortisation period of the
asset that would have been recognised is one year or less. As such, sales commission s are
immediately recognised as an expense and included as part of employee benefits.
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2. Significant accounting policies  continued

2.3 Summary of significant accounting policies continued

f.  Government grants

Government grants are recognised where there is reasonable assurance that the grant will be
received and all attached conditions will be complied with. When the grant relates to an

expense item, it is recognised as income on a systematic basis over the per iods that the related
costs, for which it is intended to compensate, are expensed. When the grant relates to an asset,
it is recognised as income in equal amounts over the expected useful life of the related asset.

When the Group receives grants of non-monetary assets, the asset and the grant are recorded
at nominal amounts and released to profit or loss over the expected useful life of the asset,
based on the pattern of consumption of the benefit s of the underlying asse t by equal annual
instalments.

Commentary

AASB 120.24 permits two alternative ways of presenting a government grant relating to assets. The Group
has elected to present the grant in the statement of financial position as deferred income , which is
recognised in profit or loss on a systematic and rational basis over the useful life of the asset. Alternatively,

it may choose to reduce the carrying amount of the asset. The grant is then recognised in profit or loss

over the useful life of the depreciable asse t by way of a reduced depreciation charge. Whichever method is
applied, no further disclosures are required .

The Group has chosen to present grants related to an expense item as other operating income in the
statement of profit or loss. Alternatively, AASB 120.29 permits such grants to be deducted in reporting the
related expense.

AASB 120.23 permits grant of a non -monetary asset to be accounted for in two alternative ways. The
asset and the grant can be accounted for using a nominal amount. Alternatively, the asset and the grant
can be accounted for at the fair value of the non -monetary asset. The Group accounts for grants of
non-monetary assets at nominal value.

g. Taxes

i. Income tax
Current tax assets and liabilities are measured at the amount expected to be recovered from or
paid to the taxation authorities. The tax rates and tax laws used to compute the amount are
those that are enacted or substantively enacted at the reporting date  in the countries where
the Group operates and generates taxable income.

Current tax relating to items recognised directly in equity is recognised in equity and not in the
statement of profit or loss . Management periodically evaluates positions taken in the tax
returns with respect to situations in which applicable tax regulations are subject to
interpretation and establishes provisions where appropriate.

Deferred tax is provided using the liability method on temporary differences between the tax
bases of assets and liabilities and their carrying amounts for financial reporting purposes at the
reporting date.

Deferred tax liabilities are recognised for all taxable temporary differences, except:

» When the deferred tax liability arises from the initial recognition of goodwill or an asset or
liability in a transaction that is not a business combination and, at the time of the
transaction, affects neither the accounting profit nor taxable profit or loss

» Inrespect of taxable temporary differences associated with investments in subsidiaries,
associates and interests in joint arrangements, when the timing of the reversal of the
temporary differences can be controlled and it is probable that the temporary di ~ fferences
will not reverse in the foreseeable future
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2. Significant accounting policies  continued

2.3 Summary of significant accounting policies continued

g. Taxes continued

Deferred tax assets are recognised for all deductible temporary differences, the carry forward
of unused tax credits and any unused tax losses. Deferred tax assets are recognised to the
extent that it is probable that taxable profit will be available again st which the deductible
temporary differences, and the carry forward of unused tax credits and unused tax losses can
be utilised, except:

» When the deferred tax asset relating to the deductible temporary difference arises from
the initial recognition of a n asset or liability in a transaction that is not a business
combination and, at the time of the transaction, affects neither the accounting profit nor
taxable profit or loss

» Inrespect of deductible temporary differences associated with investments in sub sidiaries,
associates and interests in joint arrangements, deferred tax assets are recognised only to
the extent that it is probable that the temporary differences will reverse in the foreseeable
future and taxable profit will be available against which th e temporary differences can
be utilised

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to
the extent that it is no longer probable that sufficient taxable profit will be available to allow all
or part of the deferred tax asset to be utilised. Unrecognis ed deferred t ax assets are
re-assessed at each reporting date and are recognised to the extent that it has become
probable that future taxable profits will allow the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in
the year when the asset is realised or the liability is settled, based on tax rates (and tax laws)
that have been enacted or substantively enacted at the reporting date.

Deferred tax relating to items recognise d outside profit or loss is recognised outside profit or
loss. Deferred tax items are recognised in correlation to the underlying transaction either in
OClor directly in equity.

Tax benefits acquired as part of a business combination, but not satisfying the criteria for
separate recognition at that date, are recognised subsequently if new information about facts
and circumstances change. The adjustment is either treated as a reduction in goodwill (as long
as it does not exceed goodwill) if it was incurred during the measurement period or recognised
in profit or loss.

The Group offsets deferred tax assets and deferred tax liabilities if and only if it has a legally
enforceable right to set off current tax assets and current tax liabilities and the deferred tax
assets and deferred tax liabilities relate to income taxes le vied by the same taxation authority
on either the sam e taxable entity or different taxable entities which intend either to settle
current tax liabilities and assets on a net basis, or to realise the assets and settle the liabilities
simultaneously, in each future period in which significant amounts of deferr  ed tax liabilities or
assets are expected to be settled or recovered.

ii. Goods and services tax (GST)
Revenues, expenses and assets are recognised net of the amount of GST, except:

» When the GST incurred on a sale or purchase of assets or services is not payable to or
recoverable from the taxation authority, in which case the GST is recognised as part of the
revenue or the expense item or as part of the cost of acquisition of the asset, as applicable

» When receivables and payables are stated with the am ount of GST included

The net amount of GST recoverable from, or payable to, the taxation authority is included as
part of receivables or payables in the statement of financial position. Commitments and
contingencies are disclosed net of the amount of GST r ecoverable from, or payable to, the
taxation authority.

Cash flows are included in the statement of cash flows on a gross basis and the GST component
of cash flows arising from investing and financing activities, which is recoverable from, or
payable to, the taxation authority is classified as part of operating cash flows.
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2. Significant accounting policies  continued

2.3 Summary of significant accounting policies continued

h. Foreign currencies

i}z V" ¥«! CO x¥n©¥¢~yvazy { ~novAustraliandoll® 3, which i§ alse 2
alz v zoa x¥£!vao~ C@orpactrentitytecGrotp daterrines thex ~ C
functional currency and items included in the financial statements of each entity are measured
using that functional currency. The Group uses the direct method of consolidation and on
disposal of a foreign operation, the gain or loss that is reclassified to profit or loss reflects the
amount that arises from using this method .

i.  Transactions and balances

Transactions in foreign currencies are initially recorded by the Group C @ntities at their
respective functional currency spot rates at the date the transaction first qualifies for
recognition .

Monetary assets and liabilities denominated in foreign currencies are translated at the
functional currency spot rate s of exchange at the reporting date.

Differences arising on settlement or translation of monetary items are recognised in profit or
loss with the exception of monetary items that are designated as part of the hedge of the

\ " ¥ «rjetin@estment in a foreign operation. These are recognised in OCluntil the net
investment is disposed of, at which time , the cumulative amount is reclassifi ed to profit or loss .
Tax charges and credits attributable to exchange differences on those monetary items are also
recognised in OCl

Non-monetary items that are measured in terms of historical cost in a foreign currency are
translated using the exchang e rates at the dates of the initial transactions. Non -monetary items
measured at fair value in a foreign currency are translated using the exchange rates at the date
when the fair value is determined.

The gain or loss arising on translation of non -monetary items measured at fair value is treated
in line with the recognition of the gain or loss on the change in fair value of the item

(i.e., translation differences on items whose fair value gain or loss is recognised in OCI or

profit or loss are also recognised in OCI or profit or loss, respectively).

In determining the spot exchange rate to use on initial recognition of the related asset, expense
or income (or part of it) on the derecognition of a non -monetary asset or non -monetary liability
relating to a dvance consideration, the date of the transaction is the date on which the Group
initially recognises the non -monetary asset or non -monetary liability arising from the advance
consideration. If there are multiple payments or receipts in advance, the Group  determines the
transaction date for each payment or receipt of advance consideration.

ii. Group companies

On consolidation, t he assets and liabilities of foreign operations are translated into  Australian
dollars at the rate of exchange prevailing at the reporting date and their  statements of profit or
loss are translated at exchange rates prevailing at the dates of the transacti ons. The exchange
differences arising on translation for consolidation are recognised in OCl On disposal of a
foreign operation, the component of OClrelating to that particular foreign operation is
reclassified to profit or loss.

Any goodwill arising on the acquisition of a foreign operation and any fair value adjustments to
the carrying amounts of assets and liabilities arising on the acquisition are treated as assets
and liabilities of the foreign operation and translated at the spot rate of  exchange at the
reporting date.
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2. Significant accounting policies  continued

2.3 Summary of significant accounting policies continued

i.  Non-current assets held for sale and discontinued operations

The Group classifies non-current assets and disposal groups as held for sale if their carrying
amounts will be recovered principally through a sale transaction rather than through continuing
use. Non-current assets and disposal groups classified as held fo r sale are measured at the
lower of their carrying amount and fair value less costs to  sell. Costs to sell are the incremental
costs directly attributable to the disposal of an asset (disposal group), excluding finance costs
and income tax expense.

The criteria for held for sale classification is regarded as met only when the sale is highly
probable, and the asset or disposal group is available for immediate sale in its present
condition. Actions required to complete the sale should indicate that it is unlikely that
significant changes to the sale will be made or that the decision to sell will be withdrawn.
Management must be committed to the plan to sell the asset and the sale expected to be
completed within one year from the date of the classificati on.

Property, plant and equipment and intangible assets are not depreciated or amortised once
classified as held for sale.

Assets and liabilities classified as held for sale are presented separately as current items in the
statement of financial positi on.

Discontinued operations are excluded from the results of continuing operations and are
presented as a single amount as profit or loss after tax from discontinued operations in the
statement of profit or loss.

Additional disclosures are provided in Note 10 Discontinued operations . All other notes to the
financial statements include amounts for continuing operations, unless indicated otherwise.

j. Cash dividend

The Company recognises a liability to pay a dividend when the distribution is authorised, and
the distribution is no longer at the discretion of the Company. A distribution is authorised when
it is approved by the directors . A corresponding amou nt is recognised directly in equity.

k. Property, plant and equipment

Construction in progress is stated at cost, net of accumulated impairment losses, if any. Plant AASB 1060.134(a)
and equipment is stated at cost, net of accumulated depreciation and accumulated impairment
losses, if any. Such cost includes the cost of replacing part of the plant and equipment and
borrowing costs for long -term construction projects if the recognition criteria are met. When
significant parts of plant and equipment are r equired to be replaced at intervals, the Group
depreciates them separately based on their specific useful lives. Likewise, when a major
inspection is performed, its cost is recognised in the carrying amount of the plant and
equipment as a replacement if th e recognition criteria are satisfied. All other repair and
maintenance costs are recognised in profit or loss as incurred. The present value of the
expected cost for the decommissioning of an asset after its use is included in the cost of the
respective asset if the recognition criteria for a provision are met. Refer to significant

accounting judgements, estimates and assumptions ( Note 3) and provisions (Note 21 ) for
further information about the recognised decommissioning provision.

Property, plant and equipment transferred from customers are initially measured at fair value
at the date on which control is obtained.

Office properties in Australia are measured at fair value less accumulated depreciation and
impairment losses recognised after the date of revaluation. Valuations are performed with
sufficient frequency to ensure that the carrying amount of a revalued asset does not differ
materially from its fair value.

A revaluation surplus is recorded in OCI and credited to the asset revalua tion surplus in equity.
However, to the extent that it reverses a revaluation deficit of the same asset previously
recognised in profit or loss, the increase is recognised in profit and loss. A revaluation deficit is
recognised in the statement of profito rloss, except to the extent that it offsets an existing
surplus on the same asset recognised in the asset revaluation surplus.
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2. Significant accounting policies  continued

2.3 Summary of significant accounting policies continued

k. Property, plant and equipment  continued

An annual transfer from the asset revaluation surplus to retained earnings is made for the
difference between depreciation based on the revalued carrying amount of the asset and
depreciation based on the asset @ original cost. Additionally, accumulated depreciation as at

the revaluation date is eliminated ag ainst the gross carrying amount of the asset and the net
amount is restated to the revalued amount of the asset. Upon disposal, any revaluation  surplus
relating to the particular asset being sold is transferred to retained earnings.

Commentary

Under AASB 116 Property, Plant and Equipment an entity has a policy choice for the measurement of
property, plant and equipment after initial recognition. An entity may choose either the cost model or the
revaluation model for entire classes of property, plant and e quipment. The Group has elected to use the
revaluation model for office properties in Australia, while other classes of property, plant and equipment

are measured using the cost model. The Group has also elected to transfer the revaluation surplus to
retained earnings as the asset is being used. Alternatively, the amount could have been transferred , in full,
upon disposal of the asset.

AASB 1060.134(b) ,

Depreciation is calculated on a straight -line basis over the estimated useful lives of the assets , 134(0)

as follows:

» Buildings 15to 20 years
» Plant, machinery and equipment 5 to 15 years
» Office properties in Australia 15 to 20 years

An item of property, plant and equipment and any significant part initially recognised is
derecognised upon disposal (i.e., at the date the recipient obtains control) or when no future
economic benefits are expected from its use or disposal. Any gain or lo ss arising on
derecognition of the asset (calculated as the difference between the net disposal proceeds and
the carrying amount of the asset) is included in the statement of profit or loss when the asset is
derecognised.

The residual values, useful lives and methods of depreciation of property, plant and equipment
are reviewed at each financial year end and adjusted prospectively, if appropriate.

Commentary
On disposal of property, plant and equipment :

3  The date of disposal of the asset is the date the recipient obtains control of the asset in accordance
with the requirements for determining when a performance obligation is satisfied in AASB 115
(AASB 116.69)

3  The amount of consideration to be included in the gain or loss arising from the derecognition is
determined in accordance with the requirements for determining the transaction price in AASB 15.
Subsequent changes to the estimated amount of the consideration included in the gain or loss shall be
accounted for in accordance with the requirements for ch anges in transaction price in AASB 15
(AASB 116.72)

The above requirements also apply to disposals of investment properties (AASB 140.67 and AASB 140.70)
and intangible assets (AASB 138.114 and AASB 138.116).

. Leases

The Group assesses atcontract inception whether a contract is, or contains, a lease. That is, if
the contract conveys the right to control the use of an identified asset for a period of time in
exchange for consideration.

Group as a lessee

The Group applies a single recognition and measurement approach for all leases, except for
short-term leases and leases of low-value assets. The Group recognises lease liabilities to make
lease payments and right -of-use assets representing the right to use the underlying assets.

i. Right-of-use assets

The Group recognises right -of-use assets at the commencement date of the lease (i.e., the date
the underlying asset is available for use). Right -of-use assets are measured at cost, less any
accumulated depreciation and impairment loss es, and adjusted for any remeasurement of lease
liabilities. The cost of right -of-use assets includes the amount of lease liabilities recognised,
initial direct costs incurred, and lease payments made at or before the commencement date

less any lease incentives received .
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2. Significant accounting policies  continued

2.3 Summary of significant accounting policies continued

I. Leases continued

The right -of-use assets are also subject to impairment assessment. Refer to the accounting
policies in section (s) Impairment of non -financial assets.

Commentary

Under AASB 16 Leases, the cost of a right -of-use asset also includes an estimate of costs to be incurred by
the lessee in dismantling and removing the underlying asset, restoring the site on which it is located or
restoring the underlying asset to the condition required by the terms and conditions of the lease , unless
those costs are incurred to produce inventories. The lessee incurs the obligation for those costs either at
the commencement date or as a consequence of having used the underlying a sset during a particular
period (AASB 16. 24(d)).

i}z \ " ¥ «elafaBgemients @ not contain an obligation to dismantle and remove the underlying
asset, restore the site on which it is located or restore the underlying asset to a specified condition.

ii. Lease liabilities

At the commencement date of the lease, the Group recognises lease liabilities measured at the
present value of lease payments to be made over the lease term. The lease payments include
fixed payments (including in -substance fixed payments) less any lease incentives receivable,
variable lease payments that depend on an index or a rate, and amounts expected to be paid
under residual value guarantees. The lease payments also include the exercise price of a
purchase option reasonably certain to be exercised by the Group and payments of penalties for
ter minating the lease, if the lease term reflects the Group exercising the option to terminate.

Variable lease payments that do not depend on an index or a rate are recognised as expenses
(unless they are incurred to produce inventories) in the period in whic h the event or condition
that triggers the payment occurs.

In calculating the present value of lease payments, the Group uses its incremental borrowing
rate at the lease commencement date because the interest rate implicit in the lease is not
readily determinable. After the commencement date, the amount of lease liabilities is increased
to reflect the accretion of interest and reduced for the lease payments made. In addition, the
carrying amount of lease liabilities is remeasured if there isa modification, a change in the
lease term, a change in the lease payments (e.g., changes to future payments resulting from a
change in an index or rate used to determine such lease payments) or a change in the
assessment of an option to purchase the underly ing asset.

i}z \"¥«! CO ¢zv©z ¢~vw-~-bearnglaa@sandbarrowingsx ¢ «yzy -~
(see Note 15.2).

iii.  Short-term leases and leases of low -value assets

The Group applies the short-term lease recognition exemption to its short -term leases of
machinery and equipment (i.e., those leases that have a lease term of 12 months or less from
the commencement date and do not contain a purchase option). It also applies the lease of
low-value assets recognition exempt ion to leases of office equipment that are considered to be
low value. Lease payments on short-term leases and leases of low-value assets are recognised
as expense on a straight-line basis over the lease term.

Group as a lessor

Leases in which the Group does not transfer substantially all the risks and rewards incidental to
ownership of an asset are classified as operating leases. Rental income arising is accounted for
on a straight -line basis over the lease terms and is included in revenue in the statement of
profit or loss due to its operating nature. Initial direct costs incurred in negotiating and
arranging an operating lease are added to the carrying amount of the leased asset and
recognised over the lease term on the same basis as rental income. Contingent rents are
recognised as revenue in the period in which they are earned.

m. Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of an asset

that necessarily takes a substantial period of time to get ready for its intended use or sale are
capitalised as part of the cost of the asset. All other borro wing costs are expensed in the period
in which they occur. Borrowing costs consist of interest and other costs that an entity incurs in
connectio n with the borrowing of funds.
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2. Significant accounting policies  continued

2.3 Summary of significant accounting policies continued

n. Investment properties

Investment properties are measured initially at cost, including transaction costs. Subsequent to
initial recognition, investment properties are stated at fair value, which reflects market
conditions at the reporting date. Gains or losses arising from chang es in the fair values of
investment properties are included in profit or loss in the period in which they arise , including
the corresponding tax effect . Fair values are determined based on an annual valuation
performed by an accredited external independent valuer.

Investment properties are derecognised either when they have been disposed of (i.e., at the
date the recipient obtains control) or when they are permanently withdrawn from use and no
future economic benefit is expected from their disposal. The difference between the net
disposal proceeds and the carrying amount of the asset is recognised in profit or loss in the
period of derecognition. In determining the amount of consideration from the derecognition of
investment property the Group considers the effects of variable consideration, existence of a
significant financing component , non-cash consideration, and consideration payable to the
buyer (if any).

Transfers are made to (or from ) investment property only when there is a change in use. For a
transfer from investment property to owner -occupied property, the deemed cost for
subsequent accounting is the fair value at the date of change in use. If owner -occupied
property becomes an investment property, the Group accounts for such pro perty in accordance
with the policy stated under property, plant and equipment up to the date of change in use.

Commentary

The Group has elected to state investment properties at fair value in accordance with  AASB 140
Investment Property . As an alternati ve, AASB 140 permit s investment properties to be carried at historical
cost less accumulated depreciation and impairment.

0. Intangible assets

Intangible assets acquired separately are measured on initial recognition at cost. The cost of
intangible assets acquired in a business combination is their fair value at the date of
acquisition. Following initial recognition, intangible assets are carried at cost less any
accumulated amortisation and accumulated impairment losses. Internally generated
intangibl es, excluding capitalised development costs, are not capitalised and the related
expenditure is reflected in profit or loss in the period in which the expenditure is incurred.

The useful lives of intangible assets are assessed as either finite or indefinite.

Intangible assets with finite lives are amortised over the useful economic life and assessed for
impairment whenever there is an indication that the intangible asset may be impaired. The
amortisation period and the amortisation method for an intangible ass et with a finite useful life
are reviewed at least at the end of each reporting period. Changes in the expected useful life or
the expected pattern of consumption of future economic benefits embodied in the asset are
considered to modify the amortisation p eriod or method, as appropriate, and are treated as
changes in accounting estimates. The amortisation expense on intangible assets with finite
lives is recognised in the statement of profit or loss in the expense category that is consistent
with the functi on of the intangible assets.

Intangible assets with indefinite useful lives are not amortised, but are tested for impairment
annually, either individually or at the cash -generating unit level. The assessment of indefinite
life is reviewed annually to det ermine whether the indefinite life continues to be supportable.
If not, the change in useful life from indefinite to finite is made on a prospective basis.

An intangible asset is derecognised upon disposal (i.e., at the date the recipient obtains

control ) or when no future economic benefits are expected from its use or disposal. Any gain or
loss arising upon derecognition of the asset (calculated as the difference between the net
disposal proceeds and the carrying amount of the asset) is included in the s tatement of profit
or loss.

Quiality Holdings (Australian SDS) Pty Ltd
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2. Significant accounting policies  continued

2.3 Summary of significant accounting policies continued

0. Intangible asset s continued

Research and development costs
Research costs are expensed as incurred. Development expenditures on an individual project
are recognised as an intangible asset when the Group can demonstrate:

» The technical feasibility of completing the intangible asset so that the asset will be
available for use or sale

Its intention to complete and its ability and intention to use or sell the asset
How the asset will generate future economic benefits

The availability of resources to complete the asset

Yy v v v

The ability to measure reliably the expenditure dur ing development

Following initial recognition of the development expenditure as an asset, the asset is carried at
cost less any accumulated amortisation and accumulated impairment losses. Amortisation of
the asset begins when development is complete , and the asset is available for use. Itis
amortised over the period of expected future benefit. Amortisation is recorded in cost of sales.
During the period of development, the asset is tested for impairment annually.

Patents and licences

The Group made upfront payments to acquire patents and licences. The patents have been AASB 1060.141
granted for a period of 10 years by the relevant government agency with the option of renewal

at the end of this period. Licences for the use of intellectual property ar e granted for periods

ranging between five and ten years depending on the specific licence s. The licences may be

renewed at little or no cost to the Group. As a result, those licences are assessed as having an

indefinite useful life.

Asumma’ =~ ¥{ 2}z | ¥¢~x~z© v | | tassetyis, ds¥ollowg: z \ " ¥ « | (
Licences Patents Development costs
Useful lives Indefinite Finite (10 years) Finite (10 -20 years) AASB 1060.137(2)
Amortisation No amortisation Amortised on a Amortised on a straight - AASB 1060.137( )
method used straight -line basis line basis over the period
over the period of of expected future sales
the patent from the related project
Internally Acquired Acquired Internally generated
generated
or acquired

. L o . AASB 1060.112
p. Financial instruments  Ainitial recognition and subsequent measurement

A financial instrument is any contract that gives rise to a financial asset of one entity and a
financial liability or equity instrument of another entity.

i.  Financial assets

Initial recognition and measurement

Financial assets are classified, at initial recognition, as subsequently measured at amortised
cost, fair value through other comprehensive income (OCIl) , and fair value through profit or
loss.

The classification of financial assets at initial recognition depends on the financial asset C ©
contractual cash flow characteristics and the \ ~ ¥ «[ugn@ss model for managing the m. With
the exception of trade receivables that do not contain a significant financing component or for
which the Group has applied the practical expedient , the Group initially measures a financial
asset at its fair value plus, in the case of a financial asse t not at fair value through profit or

loss, transaction costs. Trade receivables that do not contain a significant financing component
or for which the Group has applied the practical expedient are measured at the transaction
price as disclosed in section e) Revenue from contracts with customers .
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2. Significant accounting policies  continued

2.3 Summary of significant accounting policies continued

p. Financial instruments Ainitial recognition and subsequent  measurement continued

In order for a financial asset to be classified and measured at amortised cost or fair value
al"¥«|} dX"A ~2 w©pzzy®© 2a¥ | ~-az " ~0z 2¥ xvO} {
~maz" z©2 =hee”>C ¥uo apjdng. Thisassessménvigrefarréd¥oasthe ¥ « 2
SPPItest and is performed at an instrument level. Financial assets with cash flows that are not
SPPI are classified and measured at fair value through profit or loss, irrespective of the

business model.

i}z \"¥«! CO w«©~nzO©O© £¥yz¢ {¥° £vov|~ao| {~av
assets in order to generate cash flows. The business model determines whether cash flows will
result from collecting contractual cash flows, selling the financi al assets, or both. Financial
assets classified and measured at amortised cost are held within a business model with the
objective to hold financial assets in order to collect contractual cash flows  whilst financial

assets classified and measured at fair v alue through OCI are held within a business model with
the objective of both holding to collect contractual cash flows and selling

Purchases or sales of financial assets that require delivery of assets within a time frame
established by regulation or co nvention in the market place (regular way trades) are recognised
on the trade date, i.e., the date that the Group commits to purchase or sell the asset.

Subsequent measurement
For purposes of subsequent measurement, financial assets are classified in four categories:

» Financial assets at amortised cost (debt instruments)

» Financial assets at fair value through OCI with recycling of cumulative gains and losses
(debt instruments)

» Financial assets designated at fair value through OCI with no r ecycling of cumulative gains
and losses upon derecognition (equity instruments)

» Financial assets at fair value through profit or loss

Financial assets at amortised cost (debt instruments)

Financial assets at amortised cost are subsequently measured using the effective interest (EIR)
method and are subject to impairment. Gains and losses are recognised in profit or loss when
the asset is derecognised, modified or impaired.

i}z \"¥«! CO {~mvaox-~v ¢incu@e®emsh@ndshdrt-terdh ¥epdsits,@rade  x ¥
receivables, a loan to an associate, and a loan to a director.

Commentary

For entities that have more complex financial instruments , the SPPI assessment can be particularly
challenging. The application guidance for AASB9 v n y  Ihter@a@ional GAAP 2022 provide specific
examples of instruments that pass or fail the SPPI test. Such entities should also consider providing more
detailed accounting p olicies in relation to their SPP | and business model assessments. Only equity
instrumen 2 © 3} va f£zz2a 3}z yz{~o~2~¥no ¥{ z8«~23" [T ¥f a}
through OCI at initial recognition. AASB 9 also allows entities to  elect to designate non-financial contracts
such as commodity contracts held for own use as financial assets at FVPL under certain circumstances.

Financial assets at fair value through OCI (debt instruments)

For debt instruments a t fair value through OCI, interest income, foreign exchange revaluation
and impairment losses or reversals are recognised in the statement of profit or loss and
computed in the same manner as for financial assets measured at amortised cost. The
remaining fair value changes are recognised in OCI. Upon derecognition, the cumulative fair
value change recognised in OCl is recycled to profit or loss.

i '}z \ "odebtinsBu@nents at fair value through OCI includes investments in quoted debt
instruments included under other non -curr ent financial assets .

Financial assets designated at fair value through OCI (equity instruments)

Upon initial recognition, the Group can elect to classify irrevocably its equity investments as
equity instruments designated at fair value through OCI when they meet the definition of equity
under AASB 132 Financial Instruments: Presentation and are not held for trading. The
classification is determined on an instrument -by-instrument basis.

Quiality Holdings (Australian SDS) Pty Ltd
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2. Significant accounting polic ies continued

2.3 Summary of significant accounting policies continued

p. Financial instruments  Ainitial recognition and subsequent measurement continued
Gains and losses on thesefinancial assets are never recycled to profit or loss. Dividends are
recognised as other income in the statement of profit or loss when the right of payment has
been established, except when the Group benefits from such proceeds as a recovery of part of
the cost of the financial asset, in which case, such gains are recorded in OCI. Equity
instruments designated at fair value through OCI are not subject to impairment assessment.

The Group elected to classify irrevocably its non -listed equity investments under this category.

Financial assets at fair value through profit or loss
Financial assets at fair value through profit or loss are carried in the statement of financial
position at fair value with net changes in fair value recognised in the statement of profit or loss.

This category includes derivative instruments and listed equity investments which the Group
had not irrevocably elected to classify at fair value through OCI. Dividends on listed equity
investments are recognised as other income in the statement of profit or loss when the right of
payment has been established.

A derivative embedded in a hybrid contract , with a financial liability or non -financial host, is
separated from the host and accounted for as a separate derivative if : the economic
characteristics and risks are not closely related to the host ; a separate instrument with the
same terms as the embedded derivative would meet the definition of a derivative; and the
hybrid contract is not measured at fair value th rough profit or loss. Embedded derivatives are
measured at fair value with changes in fair v alue recognised in profit or loss. Reassessment
only occurs if there is either a change in the terms of the contract that significantly modifies

the cash flows that would otherwise be required or a reclassification of a financial asset out of
the fair valu e through profit or loss category .

Derecognition

A financial asset (or, whe re applicable, a part of a financial asset or part of a group of similar
financial assets) is primarily derecognised (i.e., removed fromthe G ¥ « | C© ©2va z £;
financial position) when:

» Therights to receive cash flows from the asset have expired
Or

» The Group has transferred its rights to receive cash flows from the asset or has assumed
an obligation to pay the received cash flows in full with out material delay to a third party
«myz" W }E&N¥w®O C v andeitheraftiesGroup has transferred substantially
all the risks and rewards of the asset, or (b) the Group has neither transferred nor retained
substantially all the risks and rew ards of the asset, but has transferred control of the asset

When the Group has transferred its rights to receive cash flows from an asset or has entered
into a pass-through arrangement, it evaluates if , and to what extent , it has retained the risks
and rewards of ownership. When it has neither transferred nor retained substantially all of the
risks and rewards of the asset, nor transferred control of the asset, the Group continues to
recognise the transferred asset to the extent of its continuing involvem ent. In that case, the
Group also recognises an associated liability. The transferred asset and the associated liability
are measured on a basis that reflects the rights and obligations that the Group has retained.

Continuing involvement that takes the f orm of a guarantee over the transferred asset is
measured at the lower of the original carrying amount of the asset and the maximum  amount
of consideration that the Group could be required to repay.

Impairment

The Group recognises an allowance for expected credit losses (ECLs)for all debt instruments
not held at fair value through profit or loss. ECLs are based on the difference between the
contractual cash flows due in accordance with the contract and all the cash flows that the
Group expects to receive, discounted at an approximation of the original effective interest rate.
The expected cash flows will include cash flows from the sale of collateral held or other credit
enhancements that are integral to the contractual terms.
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2. Significant accounting policies  continued

2.3 Summary of significant accounting policies continued

p. Financial instruments  Ainitial recognition and subsequent measurement continued
ECLs are recognised in two stages. For credit exposures for which there has not been a
significant increase in credit risk since initial recognition, ECLs are provided for credit losses
that result from default events that are possible within the next 12 -months (a 12 -month ECL).
For those credit exposures for which there has been a significant increase in credit risk since
initial recognition, a loss allowance is required for credit losses expected over the remaining life
of the exposure, irrespective of the timing of the default (a lifetime ECL).

For trade receivables and contract assets , the Group applies a simplified approach in
calculating ECLs. Therefore, the Group does not track changes in credit risk, but instead
recognises a loss allowance based on lifetime ECLs at each reporting date. The Group has
established a provision matrix that is based on its historical credit loss experience, adjusted for
forward -looking factors specific to the debtors and the economic environment.

Commentary

An entity is required to apply the simplified approach for trade receiva bles or contract assets that do not
contain a significant financing component, or when the entity applies the practical expedient for contracts
that have a maturity of one year or less. However, an entity has a policy choice to apply either the
simplified approach or the general approach for the following:

3 All trade rece ivables or contract assets that contain a significant financing component in accordance
with AASB 15. The policy choice may be applied separately to trade receivables and contract assets

3  All lease receivables that result from transactions that are within the scope of AASB 16. The policy
choice may be applied separately to finance and operating lease r eceivables

For debt instruments at fair value through OCI, the Group applies the low credit risk
simplification. At every reporting date, the Group evaluates whether the debt instrument is
considered to have low credit risk using all reasonable and supportable information that is
available without undue cost or effort. In making that evaluation, the Group reassesses the
internal credit rating of the debt instrument. In addition, t he Group considers that there has
been a significant increase in credit risk when contractual payments are mo re than 30 days
past due.

Thel " ¥«! CO yzw?2 ~pn@2 «f£zur2@© v2a sdlelyefquotedbbnrdzthat } -
are graded in the top investment category (Very Good and Good) by the Good Credit Rating
Agency and, therefore, are considered to be low creditrisk investment©C ~2 ~© 2} z
to measure ECLs onsuch instruments on a 12 -month basis. However, when there has been a
significant increase in credit risk since origination, the allowance will be based on the lifetime

ECL. The Group uses the ratings from the Good Credit Rating Agency both to determine

whether the debt instrument has significantly in creased in credit risk and to estimate ECLs.

Commentary

AASB 9 contains an important simplification that, if a financial instrument has a low credit risk, then an
entity is allowed to assume at the reporting date that no significant increases in creditr isk have occurred.
The low credit risk concept wa s intended to provide entities relief from tracking changes in the credit risk of
high-quality financial instruments. This simplification is optional, and the low credit risk simplification can

be elected on an instrument -by-instrument basis.

The Group considers a financial asset in default when contractual payment s are 90 days past
due. However, in certain cases, the Group may also consider a financial asset to be in default
when internal or external information indicates that the Group is unlikely to receive the
outstandi ng contractual amounts in full before taking into account any credit enhancements
held by the Group. A financial asset is written off when there is no reasonable expectation of
recovering the contractual cash flows.

ii. Financial liabilities

Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as financial liabilities at fair value through
profit or loss, loans and borrowings, payables, or as derivatives designated as hedging
instruments in an effective hedge, as appropriate.

All financial liabilities are recognised initially at fair value and, in the case of loans and
borrowings and payables, net of directly attribu table transaction costs.

Quiality Holdings (Australian SDS) Pty Ltd 49

Contents

c
8
=
3]
S
S
(]
S
5
=

Consolidated financial statements

Notes

Appendices

30 29 28 27 26 25 24 23 22 21 20 19 18 17 16 15 14 13 12 11 10

31



C¥2z0 a¥ 2alz X¥oO¥¢C~yvadzy

2. Significant accounting policies  continued

2.3 Summary of significant accounting policies continued

p. Financial instruments  Ainitial recognition and subsequent measurement continued

i}z \ 7 ¥«! Clibilifes include trade ahd other payables, loans and borrowings
including bank overdrafts, and derivative financial instruments.

Subsequent measurement
For purposes of subsequent measurement, financial liabilities are classified in two categories:

» Financial liabilities at fair value through profit or loss
» Financial liabilities at amortised cost (loans and borrowings)

Financial liabilities at fair value through profit or loss
Financial liabilities at fair value through profit or loss include financial liabilities held for trading
and financial liabilities designated upon initial recognition as at fair value through profit or loss.

Financial liabilities are classified as held for trading if they are incurred for the purpose of
repurchasing in the near term. This category also includes derivative financial instruments
entered into by the Group that are not designated as hedging instru ments in hedge
relationships as defined by AASB 9. Separated embedded derivatives are also classified as held
for trading unless they are designated as effective hedging instruments.

Gains or losses on liabilities held for trading are recognised in the statement of profit or loss.

Financial liabilities designated upon initial recognition at fair value through profit or loss are
designated at the initial date of recognition, and only if the criteriain ~ AASB 9 are satisfied. The
Group has not designated any financial liability as at fair value through profit or loss .

Financial liabilities at amortised cost (loans and borrowings)

This is the category most relevant to the Group. After initial recognition, interest -bearing loans
and borrowings are subsequently measured at amortised cost using the EIRmethod. Gains and
losses are recognised in profit or loss when the liabilities are derecognised as well as through
the EIR amortisation process.

Amortised cost is calcul ated by taking into account any discount or premium on initial
recognitio n and fees or costs that are an integral part of the EIR. The EIR amortisation is
included as finance costs in the statement of profit or loss .

This category generally applies to interest -bearing loans and borrowings. For mor e
information, refer to Note 15.2.

Derecognition

A financial liability is derecognised when the obligation under the liability is discharged or
cancelled or expires. When an exsting financial liability is replaced by another from the same
lender on substantially different terms, or the terms of an existing liability are substantially
modified, such an exchange or modification is treated as the derecognition of the original
liability and the recognition of a new liability . The difference in the respective carrying amounts
is recognised in the statement of profit or loss .

ii. Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount is reported in the
statement of financial position if there is a currently enforceable legal right to offset the
recognised amounts and there is an intention to settle on a net basis, to realise the assets and
settle the liabilities simultaneously.

g. Derivative financial instruments and hedge accounting

Initial recognition and subsequent measurement

The Group uses derivative financial instruments, such as forward currency contracts, interest
rate swaps and forward commodity contracts, to hedge its foreign currency risks, interest rate
risks and commodity price risks, respectively. Such derivative financial instruments are initially
recognised at fair value on the date on which a derivative contract is entered into and are
subsequently reme asured at fair value. Derivatives are carried as financial assets when the fair
value is positive and as financial liabilities when the fair value is negative.
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2. Significant accounting policies  continued

2.3 Summary of significant accounting policies continued

g. Derivative financial instruments and hedge accounting continued
For the purpose of hedge accounting, hedges are classified as:

» Fair value hedges when hedging the exposure to changes in the fair value of a recognised
asset or liability or an unrecognised firm commitment

» Cash flow hedges when hedging the exposure to variability in cash flows that is either
attributable to a particular risk associated with a recognised asset or liability or  a highly
probable forecast transaction or the foreign currency risk in an unrecognised firm
commitment

» Hedges of a net investment in a foreign operation

At the inception of a hedge relationship, the Group formally designates and documents the
hedge relationship to which it wishes to apply hedge accounting and the risk management
objective and strategy for undertaking the hedge.

The documentation includes identification of the hedging instrument, the hedged item, the
nature of the risk being hedged and how the Group will assess whether the hedging relationship
meets the hedge effectiveness requirements (including the analysis of sources of hedge
ineffectiv eness and how the hedge ratio is determined). A hedging relationship qualifies for
hedge accounting if it meets all of the following effectiveness requirements:

» i} z7z ~© &va zx¥o¥f£~x " z¢v?a~¥oOheddinginsturient z z

» Theeffex2 ¥{ x"zy~2 " ~0©j y¥zO w©v¥?2 (Cy¥bmthar 2 z 2
economic relationship

» The hedge ratio of the hedging relationship is the same as that resulting from the quantity
of the hedged item that the Group actually hedges and the quantity of the hedging
instrumen t that the Group actually uses to hedge that quantity of hedged item

Hedges that meet all the qualifying criteria for hedge accounting are accounted for, as
described below:

Fair value hedges

The change in the fair value of a hedging instrument is recognised in the statement of profit or
loss as other expense. The change in the fair value of the hedged item attributable to the risk
hedged is recorded as part of the carrying value of the hedged item and is also recogn ised in
the statement of profit or loss as other expense.

For fair value hedges relating to items carried at amortised cost, any adjustment to carrying
value is amortised through profit or loss over the remaining term of the hedge using the EIR
method. The EIRamortisation may begin as soon as an adjustment exists and no later than
when the hedged item ceases to be adjusted for changes in its fair value attributable to the risk
being hedged.

If the hedge d item is derecognised, the unamortised fair value hed ge adjustment is recognised
immediately in profit or loss .

When an unrecognised firm commitment is designated as a hedged item, the subsequent
cumulative change in the fair value of the firm commitment attributable to the hedged risk is
recognised as an asset or liability with a corresponding gain or loss recognis ed in profit or loss .

Cash flow hedges

The effective portion of the gain or loss on the hedging instrument is recognised in OCI in the
cash flow hedge reserve, whilst any ineffective portion is recognised immediately in the
statement of profit or loss. The cash flow hedge reserve is adjusted to the lower of t he
cumulative gain or loss on the hedging instrument and the cumulative change in fair value of
the hedged item.

The Group uses forward currency contracts as hedges of its exposure to foreign currency risk
in forecast transactions and firm commitments, as well as forward commodity contracts for its
exposure to volatility in the commodity prices. The ineffective portion relating to foreign
currency contracts is recognised as other expense and the ineffective portion relating to
commodity con tracts is recognised in other operating income or expenses. Refer to  Note 15.3
for more details.
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2. Significant accounting policies  continued

2.3 Summary of significant accounting policies continued

g. Derivative financial instruments and hedge accounting continued

The Group designates only the spot element of forward contracts as a hedging instrument. The
forward element is recognised in OCI and accumulated in a separate component of equity under
cost of hedging reserve .

The amounts accumulated in OCI are accounted for, depending on the nature of the underlying
hedged transaction. If the hedged transaction subsequently results in the recognition of a
non-financial item, the amount accumulated in equity is removed from the separate component
of equity and included i n the initial cost or other carrying amount of the hedged asset or
liability. This is not a reclassification adjustment and will not be recognised in OCI for the
period. This also applies where the hedged forecast transaction of a non -financial asset or
non-financial liability subsequently becomes a firm commitment for which fair value hedge
accounting is applied.

For any other cash flow hedges, the amount accumulated in OClis reclassified to profit or loss
as a reclassification adjustment in the same period or periods during which the hedged cash
flows affect profit or loss.

If cash flow hedge accounting is discontinued, the amount that has been accumulated in OCI
must remain in accumulated OCI if the hedged future cash flows are still expected to occur.
Otherwise, the amount will be immediately reclassified to profit or loss as a reclassification
adjustment. After discontinuation, once the hedged cash flow occurs, any amount remaining in
accumulated OCI must be accounted for depending on the nature of the underlying transaction
as described above.

Hedges of a net investment

Hedges of a net investment in a foreign operation, including a hedge of a monetary item that is
accounted for as part of the net investment, are accounted for in a way similar to cash flow
hedges. Gains or losses on the hedging instrument relating to the e ffective portion of the hedge
are recognised as OClwhilst any gains or losses relating to the ineffective portion are
recognised in the statement of profit or loss . On disposal of the foreign operation, the
cumulative value of any such gains or losses rec orded in equity is transferred to the statement
of profit or loss .

The Group uses a loan as a hedge of its exposure to foreign exchange risk on its investments in
foreign subsidiaries. Refer to Note 15.3 for more details.

r. Inventories
Inventories are valued at the lower of cost and net realisable value. AASB 1060.123(a)

Costs incurred in bringing each product to its present location and condition are accounted for,
as follows:

» Raw materials: purchase cost on a first -in/ first -out basis

» Finished goods and work in progress: cost of direct materials and labour and a proportion
of manufacturing overheads based on the normal operating capacity, but excluding
borrowing costs

Initial cost of inventories includes the transfer of gains and losses on qualifying cash flow
hedges, recognised in OCI, in respect of the purchases of raw materials.

Net realisable value is the estimated selling price in the ordinary course of business, less
estimated costs of completion and the estimated costs necessary to make the sale.

s. Impairment of non -financial assets

The Group assesses, at each reporting date, whether there is an indication that an asset may

be impaired. If any indication exists, or when annual impairment testing for an asset is
"z8«~"zyA 2}z \"¥«! zO2~£vazO 2}z vOOz2CO "z
~© 2}z }~|}Yz" ¥{ ve vO©z2aCO ¥ X\jCO {v~" av
recoverable amount is determined for an individual asse t, unless the asset does not generate
cash inflows that are largely independent of those from other assets or groups of assets. When

the carrying amount of an asset or CGU exceeds its recoverable amount, the asset is

considered impaired and is written down to its recoverable amount.
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2. Significant accounting policies  continued

2.3 Summary of significant accounting policies continued

s. Impairment of non -financial assets continued

In assessing value in use, the estimated future cash flows are discounted to their present value
using a pre-tax discount rate that reflects current market assessments of the time value of
money and the risks specific to the asset. In determining fair value less costs of disposal, recent
market transactions are ta ken into account. If no such transactions can be identified, an
appropriate valuation model is used.

The Group bases its impairment calculation on most recent budgets and forecast calculations,
-}~x} vz | T7zlvizy ©zvivaze {¥" zvx} ¥{ =@}
allocated. These budgets and forecast calculations generally cover a period of five years. A
long-term growth rate is calculat ed and applied to project future cash flows after the fifth year.

Impairment losses of continuing operations are recognised in the statement of profit or loss in
expense categories consistent with the function of the impaired asset, except for properties
previously revalued with the revaluation taken to OCI. For such properties, the impairment is
recognised in OCI up to the amount of any previous revaluation.

For assets excluding goodwill, an assessment is made at each reporting date to determine
whether there is an indication that previously recognised impairment losses no longer exist or
Jvaz yzx zvO@zyC ~{ ©«x} ~‘oy~xv?a~¥no XA G@fecoveeahle @
amount. A previously recognised impairment loss is reversed only if the re has been a change in
alz VOO«E!2~¥n© «O©zy 2a¥ yzaz " f£~unz 2}z voo©zac(
loss was recognised. The reversal is limited so that the carrying amount of the asset does not
exceed its recoverable amount, nor exceed the carrying amount that would have been
determined, net of depreciation, had no impairment loss been recognised for the assetin  prior
years. Such reversal is recognised in the statement of profit or loss unless the asset is carried

at a revalued amount, in w hich case, the reversal is treated as a revaluation increase.

Goodwill is tested for impairment annually as at 31 October and when circumstances indicate
that the carrying value may be impaired.

Impairment is determined for goodwill by assessing the recoverable amount of each CGU (or
group of CGUSs) to which the goodwill relates. When the recoverable amount of the CGU is less
than its carrying amount, an impairment loss is recognised. Impairment losses relating to
goodwill cannot be reversed in future periods.

Intangible assets with indefinite useful lives are tested for impairment annually as at
31 October at the CGU level, as appropriate, and when circumstances indicate that the carrying
value may be impaired.

Commentary

AASB 136.96 permits the annual impairment test for a CGUto which goodwill has been allocated to be
performed at any time during the year, provided it is at the same time each year. Different = CGUsand
intangible assets may be tested at different times.

t.  Cash and short -term deposits

Cash and short-term deposits in the statement of financial position comprise cash at banks and
on hand and short-term highly liquid deposits with a maturity of three months or less, that are
readily convertible to a known amount of ca sh and subject to an insignificant risk of changes in
value.

For the purpose of the statement of cash flows, cash and cash equivalents consist of cash and
short-term deposits, as defined above, net of outstanding bank overdrafts as they are
consideredanin @ z| "ve¢ v~ 2a ¥{ 2a}lz \"¥«] CO xv©O©} £vaoy

u. Convertible preference shares

Convertible preference shares are separated into liability and equity components based on the
terms of the contract.

On issuance of the convertible preference shares, the fair value of the liability component is
determined using a market rate for an equivalent non -convertible instrument. This amount is
classified as a financial liability measured at amortised cost (net of transaction costs) until it is
extinguished on conve rsion or redemption.
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2. Significant accounting policies  continued

2.3 Summary of significant accounting policies continued

u. Convertible preference shares continued

The remainder of the proceeds is allocated to the conversion option that is recognised and
included in equity. Transaction costs are deducted from equity, net of associated income tax.
The carrying amount of the conversion option is not remeasured in subsequent years.

Transaction costs are apportioned between the liability an d equity components of the
convertible preference shares, based on the allocation of proceeds to the liability and equity
components when the instruments are initially recognised.

v. Treasury shares

Own equity instruments that are reacquired (treasury sha res) are recognised at cost and
deducted from equity. No gain or loss is recognised in profit or loss on the purchase, sale, issue
¥ xvoxze¢¢tvae~¥o ¥{ 2}z \"¥«! CO ¥-8o z8«~27 ~nq
amount and the consideration, if reissued, is recognised in equity under the ordinary shares

account.

w. Provisions

General

Provisions are recognised when the Group has a present obligation (legal or constructive) as a
result of a past event, it is probable that an outflow of resources embodying economic benefits
will be required to settle the obligation and a reliable estimate can be made of the amount of
the obligation. Whe n the Group expects some or all of a provision to be reimbursed, for
example, under an insurance contract, the reimbursement is recognised as a separate asset
but only when the reimbursement is virtually ce rtain. The expense relating to a provision is
presented in the statement of profit or loss net of any reimbursement.

If the effect of the time value of money is material, provisions are discounted using a current
pre-tax rate that reflects, whe n appropriate, the risks specific to the liability . When discounting
is used, the increase in the provision due to the passage of time is recognised as a finance cost.

Warranty provisions

The Group provides warranties for general repairs of unknown defects that existed at the time
of sale, as required by law. Provisions related to these assurance-type warranties are
recognised when the product is sold, or the service is provided to the customer . Initial
recognition is based on historical experience. The estimate of warranty -related costs is revised
annually.

Restructuring provisions
Restructuring provisions are recognised only when the Group has a constructive obligation ,
which is when:

» There is a detailed formal plan that identifies t he business or part of the business
concerned, the location and number of employees affected, the detailed estimate of the
associated costs, and the timeline; and

» Theemployees affectedhave wz zo w¥a ~{ ~zy ¥{ 2}z ! ¢vaC®

Decommissioning liability

The Group records a provision for decommissioning costs of a manufacturing facility for the
production of fire retardant materials. Decommissioning costs are provided for at the present
value of expected costs to settle the obli gation using estimated cash flows and are recognised
as part of the cost of the relevant asset. The cash flows are discounted at a current pre -tax rate
that reflects the risks specific to the decommissioning liability. The unwinding of the discount is
expensed as incurred and recognised in the statement of profit or loss as a finance cost. The
estimated future costs of decommissioning are reviewed annually and adjusted as appropriate.
Changes in the estimated future costs , or in the discount rate applied , are added to or deducted
from the cost of the asset.

Onerous contracts

If the Group has a contract that is onerous, the present obligation under the contract is
recognised and measured as a provision. However, before a separate provision for an onerous
contract is established, the Group recognises any impairment loss that has occurred on assets
dedicated to that contract.

Quiality Holdings (Australian SDS) Pty Ltd 54

Contents

c
§el
=
3}
=
°
o
S
5
=

Consolidated financial statements

Notes

0
Q
2
°
c
)
Q
Q
<

30 29 28 27 26 25 24 23 22 21 20 19 18 17 16 15 14 13 12 11 10

31



C¥2z0 a¥ 2alz X¥oO¥¢C~yvadzy

2. Significant accounting policies  continued

2.3 Summary of significant accounting policies continued

w. Provision s continued

An onerous contract is a contract under which the unavoidable costs (i.e., the costs that the
Group cannot avoid because it has the contract) of meeting the obligations under the contract
exceed the economic benefits expected to be received under it. The unavoidable costs under a
contract refle ct the least net cost of exiting from the contract, which is the lower of the cost of
fulfilling it and any compensation or penalties arising from failure to fulfil it. The cost of
fulfilling a contract comprises the costs that relate directly to the contr  act (i.e., both
incremental costs and an allocation of costs directly related to contract activities).

Commentary

AASB 137 provides a choice of presenting expenditures to settle a provision either net of any
reimbursement or on a gross basis. The Group h as elected to present the expenses net of reimbursements .

AASB 15 contains no specific requirements to address contracts with customers that are, or  have become,
onerous. The requirements of AASB 1 37 apply to the identification and measurement of onerous customer
contracts (AASB 137.5(g)).

Waste Electrical and Electronic Equipment (WEEE)

The Group is a provider of electrical equipment that falls under the EU Directive on Waste
Electrical and Electronic Equipment. The directive distinguishes between waste management of
equipment sold to private households prior to a date , as determined by each Member State
(historical waste) , and waste management of equipment sold to private households after that
date (new waste). A provision for the expected costs of management of historical waste is
recognised when the Group participates in the market during the measurement period , as
determined by each Member State, and the costs can be reliably measured. These costs are
recognised as other operating expensesin the statement of profit or loss .

With respect to new waste, a provision for the expected costs is recognised when produ cts that
fall within the directive are sold, and the disposal costs can be reliably measured. Derecognition
takes place when the obligation expires, is settled or is transferred. These costs ar e recognised
as part of costs of sales.

With respect to equipme nt sold to entities other than private households, a provision is
recognised when the Group becomes responsible for the costs of this waste management , with
the costs recognised as other operating expenses or cost of sales, as appropriate.

Contingent lia bilities recognised in a business combination

A contingent liability recognised in a business combination is initially measured at its fair value.
Subsequently, it is measured at the higher of the amount that would be recognised in
accordance with the re quirements for provisions above or the amount initially recognised less
(when appropriate) cumulative amortisation recognised in accordance with the requirements
for revenue recognition.

X. Pensions

The Group operates a defined benefit pension plan in Australia, which requires contributions to
be made to a separately administered fund. The cost of providing benefits under the defined
benefit plan is determined using the projected unit credit method.

Remeasurements, comprising of actuarial gains and losses, the effect of the asset ceiling ,
excluding amounts included in net interest on the net defined benefit liability — and the return on
plan assets (excluding amounts included in net interest on the ne t defined benefit liability ), are
recognised immediately in the statement of financial position with a corresponding debit or

credit to retained earnings through OCI in the period in which they occur. Remeasurement s are
not reclassified to profit or loss in subsequent periods.

Past service costs are recognised in profit or loss on the earlier of :
» The date of the plan amendment or curtailment, and

» The date that the Group recognises related restructu ring costs
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2. Significant accounting policies  continued

2.3 Summary of significant accounting policies continued

x. Pensions continued

Net interest is calculated by applying the discount rate to the net defined benefit liability or

asset. The Group recognises the following changes in the net defined benefit obligation under
Ex¥o02 ¥{ ©OVezOCA EVvy£f£~o~0©2a " va~¥no 7z @Czteedz ©C v
statement of profit or loss (by function):

» Service costs comprising current service costs, past-service costs, gains and losses on
curtailments and non -routine settlements

» Netinterest expense or income

Commentary

Entities are required to state their policy for termination benefits, employee benefit reimbursements and
benefit ri sk sharing. Since these are not applicable to the Group, the disclosures related to such benefits
have not been made. Entities need to assess the nature of their employee benefits and make the
relevant disclosures.

Neither AASB 119 nor AASB 1060 specify where in the statement of profit or loss service costs or net
interest should be presented .

AASB 1060 allows, but does not require, disaggregation of the employee benefits cost components in
profit or loss. The net interest cost component is different fromt he unwinding of interest component and
return on asset component in the previous version of AASB 119. Entities must apply the requirement in
AASB 108.10 when developing a presentation policy for net interest cost.

y. Share-based payments

Employees (including senior executives) of the Group receive remuneration in the form of
share-based payments, whereby employees render services in exchange for equity instruments
(equity -settled transactions). Employees working in the business development group are
granted Share Appreciation Rights, which are settled in cash (cash-settled transactions).

Equity -settled transactions
The cost of equity -settled transactions is determined by the fair value at the date when the
grant is made using an appropriate valuation model .

That cost is recognised in employee benefits expense, together with a corresponding increase

in equity, over the period i n which the service and, where applicable, the performance

conditions are fulfilled (the vesting period) . The cumulative expense recognised for

equity -settled transactions at each reporting date until the vesting date reflects the extent to
whichthevestia | | z" ~¥y }v©® z®! ~"zy voy 2}z \ " "¥«! CO
instruments that will ultimately vest. The expense or credit in the statement of profit or loss for
a period represents the movement in cumulative expense recognised as at the begi nning and
end of that period.

Service and non-market performance conditions are not taken into account when determining
the grant date fair value of awards, but the likelihood of the conditions being met is assessed as
vt a ¥{ alz \ " ¥ «fthe @mbezoBeuitzir®itumehts that wilkultimately vest.
Any other conditions attached to an award, but without an associated service requirement, are
considered to be non-vesting conditions. Non -vesting conditions are reflected in the fair value
of an award and lead to an immediate expensing of an award unless there are also service
and/or performance conditions.

No expense is recognised for awards that do not ultimately vest because non -market
performance and/or service conditions have not been met . Where awards include a
non-vesting condition, the transactions are treated as vested irrespective of whether the
non-vesting condition is satisfied, provided that all other performance and/or service
conditions are satisfied.

When the terms of an equit y-settled award are modified, the minimum expense recognised is
the grant date fair value of the unmodified award, provided the original ~ vesting terms of the
award are met. An additional expense, measured as at the date of modification, is recognised
for any modification that increases the total fair value of the share -based payment transaction,
or is otherwise beneficial to the employee. Where an award is cancelled by the entity or by the
counterparty, any remaining element of the fair valu e of the award is expensed immediately
through profit or loss.
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2. Significant accounting policies  continued

2.3 Summary of significant accounting policies continued

y. Share-based payments

Cash-settled transactions

A liability is recognised for the fair value of cash-settled transactions . The fair value is
measured initially and at each reporting date up to and including the settlement date using an
appropriate valuation model , with changes in fair value recognised in employee benefits
expense. Such amount is expensed over the period until the vesting date with recognition of a
corresponding liability . The approach used to account for vesting conditions when measuring
equity -settled transactions also appli es to cash-settled transactions.

The Group uses either the Black-Scholes or binomial option pricing model depending on the AASB 1060.165
terms and conditions of the grant. These valuation technigues are consistent with generally
accepted valuation methodologies for pricing share options and share appreciation rights.

z. Employee Benefits

Short -term employee benefits

Liabilities recognised for salaries and wages, annual leave and any other short term employee
benefits that are expected to be settled wholly within 12 months after the end of the period in
which the employees render the related service are measured at the amounts expected to be
paid when the liabilities are settled in respect of services provided by employees up to the
reporting date.

Long-term employee benefits

Liabilities recognised in respect of long service leave and any other long -term employee
benefits that are not expected to be settled wholly within 12 months after the end of the period
in which the employees render the related service are measured at the present value of the
estimated future cash outflows to be made by the Group in respect of ser vices provided by
employees up to the reporting date. Consideration is given to expected future salary levels,
historical employee turnover rates and periods of service. Expected future payments are
discounted using market yields at the reporting date on h igh quality corporate bonds with
terms to maturity and currency that match, as closely as possible, the estimated future cash
outflows.

Classification

Liabilities for employee benefits where the Group does not have an unconditional right to defer
settlement for at least 12 months after the reporting date are presented as current. Liabilities
for employee benefits where the Group has an unconditional right to defer settlement for at
least 12 months after the reporting date are presented as non -current.

2.4 Changes in accounting policies and disclosures

Revaluation of office properties in Australia (property, plant and equipment) AASB 1060.108

The Group re-assessed its accounting for property, plant and equipment with respect to
measurement of a certain class of property, plant and equipment after initial recognition. The
Group had previously measured all property, plant and equipment using the cost model
whereby, after initial recognition of the asset classified as property, plant and equipment, the
asset was carried at cost less accumulated depreciation and accumulated impairment losses.

On 1 January 202 2, the Group elected to change the meth od of accounting for office

properties in Australia classified as property , plant and equipment, as the Group believes that

the revaluation model provides more relevant information to the users of its financial

statements as it is more aligned to practices adopted by its competitors. In addition, available
valuation techniques provide "~ z ¢ ~vw¢z zO©2~£vaz©O ¥{ 23}z ¥{{~>
applied the revaluation model prospectively .

A net gain from the revaluation of the office properties in Aus tralia of $847,000 was
recognised in OClon 1 January 2022 , as a result of an upward revaluation adjustment of
$1,210,000 to the said properties with a  corresponding increase in deferred tax liabilities of
$363,000 as a result of the aforementioned change in accounting policy.

After initial recognition, office properties in  Australia are measured at fair value at the date of
the revaluation less any subsequent accumulated depreciation and subsequent accumulated
impairment losses. During the year a downward revaluation adjustment of $364,000 has been
recognised against the said properties with a corresponding decrease in deferred tax liabilities
of $109,000. For details refer to Note 17.
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2. Significant accounting policies  continued

2.4 Changes in accounting policies and disclosures  continued

Commentary

AASB 108.17 exempt s this change in accounting policy from the retrospective application requirement .
Consequently, the Group has applied such change in accounting policy for the measurement of office
properties in Australia to the revaluation model prospectively .

. . AASB 1060.106
New and amended standards and interpretations

The Group applied for the first -time certain standards and amendments, which are effective for
annual periods beginning on or after 1 January 202 2. The Group has not early adopted any
standard, interpretation or amendment that has been issued but is not ye t effective.

AASB 2020 -3 Amendments to AASB 137 - Onerous Contracts : Costs of Fulfilling a
Contract

An onerous contract is a contract under which the unavoidable of meeting the obligations
under the contract costs (i.e., the costs that the Group cannot avoid because it has the
contract) exceed the economic benefits expected to be received under it.

The amendments specify that when assessing whether a contract is onerous or loss -making, an
entity needs to include costs that relate directly to a contract to provide goods or services
including both incremental costs (e.g., the costs of direct labour and ma terials) and an
allocation of costs directly related to contract activities (e.g., depreciation of equipment used

to fulfil the contract and costs of contract management and supervision). General and
administrative costs do not relate directly to a contrac t and are excluded unless they are
explicitly chargeable to the counterparty under the contract.

The Group applied the amendments to the contracts for which it had not fulfilled all of its
obligations at the beginning of the reporting period.

Prior to the application of the amendments, the Group had not identified any contracts as

being onerous as the unavoidable costs under the ¢ ontracts, which were the costs of fulfilling
them, comprised only incremental costs directly related to the contracts. As a result of the
amendments, certain other directly related costs have been included by the Group in
determining the costs of fulfillin g the contracts. The Group, therefore, recognised an onerous
contract provision as at 1 January 2022, which increased as of 31  December 2022 (Note 21).

The effect of adoption of the AASB 137 amendments is as follows:

Impact on the consolidated statement of financial position (increase/(decrease)):
1 January 2022

$000
Deferred tax assets 36
Total assets 36
Provisions (current) (120)
Total liabilities (120)
Net impact on equity (84)
Impact on the consolidated statement of profit or loss (increase/(decrease)):
2022
$000
Cost of sales (20)
Operating profit (20)
Income tax expense 6
Profit for the period (14)
Attributable to:
Equity holders of the parent (14)
Non-controlling interests -
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2. Significant accounting policies  continued
2.4 Changes in accounting policies and disclosures  continued

AASB 2020 -3 Amendments to AASB 3 - Reference to the Conceptual Framework

The amendments replace a reference to a previous version of the V V h Wbr@eptual
Framework with a reference to the current version issued in March 2018 without significantly
changing its requirements.

The amendments add an exception to the recognition principle of AASB 3 Business
Combinations2 ¥ v -¥~y 28}l z ~00«z ¥{ $e¥drigng fo-iabilitiesagdy ~
contingent liabilities that would be within the scope of AASB 137 Provisions, Contingent
Liabilities and Contingent Assets or AASB Interpretation 21 Levies, if incurred separately. The
exception requires entities to apply th e criteria in AASB 137 or AASB Interpretation 21,
respectively, instead of the Conceptual Framework, to determine whether a present obligation
exists at the acquisition date.

The amendments also add a new paragraph to AASB 3 to clarify that contingent as sets do not
qualify for recognition at the acquisition date.

In accordance with the transitional provisions, the Group applies the amendments
prospectively, i.e., to business combinations occurring after the beginning of the annual
reporting period in whic h it first applies the amendments (the date of initial application).

These amendments had no impact on the consolidated financial statements of the Group as
there were no contingent assets, liabilities or contingent liabilities within the scope of these
amendments that arose during the period.

AASB 2020 -3 Amendments to AASB 16 Leases - Property, Plant and Equipment:

Proceeds before Intended Use

The amendment prohibits entities from deducting from the cost of an item of property, plant

and equipment, any proceeds of the sale of items produced whilst bringing that asset to the
location and condition necessary for it to be capable of operating in the manner intended by
management. Instead, an entity recognises the proceeds from selling such items, and the ¢ osts
of producing those items, in profit or loss.

In accordance with the transitional provisions, the Group applies the amendments
retrospectively only to items of PP&E made available for use on or after the beginning of the
earliest period presented when the entity first applies the amendment (the date of initial
application).

These amendments had no impact on the consolidated financial statements of the Group as
there were no sales of such items produced by property, plant and equipment made available
for use on or after the beginning of the earliest period presented.

AASB 2020 -3 Amendmentto AASB 1 ASubsidiary as afirst -time adopter

The amendment permits a subsidiary that elects to apply paragraph D16(a) of AASB1 to
£zvO«" z X«Ef«tv@~-az a@8"yvyoO¢Cvea@~¥o y~{{z"z2z8Xx20 «
X¥o0O¥¢~yvadzy {~ovex~v¢ ©2vazfzo2OA wvany ¥o
adjustments were made for consolidation procedures and for the effects of the business
combination in which the parent acquired the subsidiary. This amendment is also applied to an
associate or joint venture that elects to apply paragraph D16(a) of AASB1.

These amendments had no impact on the consolidated financial statements of the Group as it is
not a first -time adopter.

AASB 2020 -3 Amendmentto AASB9 A[ zz© ~o 2}z CFE | z" xzmn?
Financial Liabilities

The amendment clarifies the fees that an entity includes when assessing whether the terms of

a new or modified financial liability are substantially different from the terms of the original
financial liability. These fees include only those paid or received between the bo rrower and the
tzoyz" A ~oxt«y~ao| {zz© v~y ¥ T zXxXz~-zy W 2
There is no similar amendment proposed for AASB 139 Financial Instruments: Recognition and
Measurement.

o

In accordance with the transitional provi sions, the Group applies the amendment to financial
liabilities that are modified or exchanged on or after the beginning of the annual reporting

period in which the entity first applies the amendment (the date of initial application). These
amendments had no impact on the consolidated financial statements of the Group as there
-z7z ¥ E£¥y~{~xva@~¥pop© ¥{ 2}z \ " ¥«!CO {~mvaox-
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2. Significant accounting policies  continued
2.4 Changes in accounting policies and disclosures  continued

AASB 2020 -3 Amendment to AASB 141  ATaxation in Fair Value Measurements
The amendment removes the requirement in paragraph 22 of AASB 141 that entities exclude
cash flows for taxation when measuring the fair value of assets within the scope of AASB141.

These amendments had no impact on the consolidated financial statements of the Group as it
did not have assets in scope of AASB 141 as at the reporting date.

Commentary

For illustrative purposes, the Group has listed all the disclosures of new and amended standards and
interpretations that are effective from 1 January 202 2, regardless of whether these have any impact on
a} z |\ “fidawdiaCs@atements. To the extent that an entity is not affected by a particular amendment,
standard or interpretation, it is sufficient to disclose that fact together with its title.

2.5 Correction of an error

In July 2020 , a subsidiary entered into a sales contract with a new customer to sell fire AASB 1060.110 (a)
prevention equipment for a two -year period. As part of the negotiations, a variation was made

to the standard terms and conditions to sell the equipment to this customer on consi gnment

basis, under which the subsidiary does not relinquish control of the consigned product until it is

sold to an end customer. However, the subsidiary continued to recognise revenue before the

control of the goods was transferred to the end customer. As a consequence, revenue was

overstated. In January 202 2, the subsidiary conducted a detailed review of the terms and

conditions of its sales contracts and discovered the error.

The error has been corrected by restating each of the affected financial statement line items AASB 1060.110 (b),
for the prior periods, as follows: 110()
Impact on equity (increase/(decrease) in equity)
31 December 2021 1 January 2021
$000 $000
Inventories 1,000 500
Trade receivables (3,500) (1,500)
Total assets (2,500) (1,000)
Income tax payable 750 300
Total liabilities 750 300
Net impact on equity (1,750) (700)
Impact on statement of profit or loss (increase/(decrease) in profit)
31 December 2021
$000
Revenue from contracts with customers (2,000)
Cost of sales 500
Income tax expense 450
Net impact on profit for the year (1,050)
Attributable to:
Equity holders of the parent (1,050)
Non-controlling interests c
The change did not have an impact on OCl for the period ¥ © 2 } z dpérafing,!inedting
and financing cash flows .
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3. Significant accounting judgements, estimates and assumptions

Tz | 7 z!v" va ~¥oconddfidatedifizanclal” séiterheft€requires management to
make judgements, estimates and assumptions that affect the reported amounts of revenues,
expenses, assets and liabilities, and the accompanying disclosures, and the disclosure of
contingent liabilities. Uncertainty aboutt hese assumptions and estimates could result in
outcomes that require a material adjustment to the carrying amount of asset s or liabilit ies
affected in future periods.

Judgements AASB 1060.96

In the process of applying the Group @ accounting policies, management has made the following
judgements, which have the most significant effect on the amounts recognised in the
consolidated financial statements:

Determining the lease term of contracts with renewal and termination options g Group as
lessee

The Group determines the lease term as the non -cancellable term of the lease, together with
any periods covered by an option to extend the lease if it is reasonably certain to be exercised,
or any periods covered by an option to terminate the leas e, if it is reasonably certain not to
be exercised.

The Group has several lease contracts that include extension and termination options. The
Group applies judgement in evaluating whether it is reasonably certain  whether or not to
exercise the option to renew or terminate the lease . That is, it considers all relevant factors
that create an economic incentive for it to exercise either the renewal or termination . After the
commencement date, the Group reassesses the lease term if there is a significant event or
change in circumstances that is within its control and affects its ability to e  xercise or nott o
exercise the option to renew or to ter minate (e.g., construction of significant leasehold
improvements or significant customisation to the leased asset).

The Group included the renewal period as part of the lease term for leases of plant and
machinery with shorter non-cancellable periods (i.e., three to five years) . The Group typically
exercises its option to renew for these leases because there will be a significant negative effect
on production if a replacement asset is not readily available. The renewal periods for leases of
plant and machinery with long er non-cancellable periods (i.e., 10 to 15 years) are not included
as part of the lease term as these are not reasonably certain to be exercised . In addition, t he
renewal option s for leases of motor vehicles a re not included as part of the | ease term because
the Group typically leases motor vehicles for not more than five years and , hence, is not
exercising any renewal options. Furthermore , the periods covered by termination options are
included as part of the lease term only when they are reasonably certain not to be exercised.

Property lease classification g Group as lessor

The Group has entered into commercial property leases on its investment property portfolio.

The Group has determined, based on an evaluation of the terms and conditions of the
arrangements, such as the lease term not constituting a major part of the economic life of the
commercial property and the present value of the minimum lease payments not amounting to
substantially all of the fair value of the commer cial property, thatit retains substantially all the
risks and rewards incidental to ownership of these properties and accounts for the contracts as
operating leases.

Assets held for sale

The operations of Hose Limited are classified as a disposal group held for sale. The subsidiary
met the criteria to be classified as held for sale commencing 14 November 202 2 for the
following reasons:

» The Board of Directors approved the plan to sell Hose Limited on 14 November 202 2

» Hose Limited is available for immediate sale and can be sold to the buyer in its current
condition

» The actions to complete the sale were initiated and expected to be completed within one
year from the date of initial classification

See Note 10 for further details .
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3. Significant accounting judgements, estimates and assumptions continued
Consolidation of a structured entity
In February 202 2, the Group and a third -party partner formed an entity , Fire Equipment Test AASB 1060.104(b) ,

Lab Limited, to acquire land and construct and operate a fire equipment safety facility. The 114

Group holds 20%of the voting shares in this entity. The third -party partner contributed
approximately $2,700,000 in 2021, representing 80% of the voting shares, for the acquisition
and construction of the fire safety test facility . The third -party partner is committed to provide
approximately $1,000,000 in each of the following two years to complete the project. The
construction is expected to be completed in 2023 at a total cost of approximately $4,700,000 .
The partner is entitled to a 22% return on the outstanding capital upon the commencement of
operations. Under the contractual arrangement with the third -party partne r, the Group has a
majority representation ¥ o 2} z zwa~2 " CO W¥yZy\ ¥¥«y Efremmikd "
for all major operational decisions. At the end of the fourth annual period, the partner is

entitled to a 100% capital return. The EIRis 11% and the interest accumulated on the
contributed amount totalled $303,000 at 31 December 2022 . The Group is effectively
guaranteeing the returns to the third -party partner . On completion of the construction, t he
operations of Fire Equipment Test Lab Limited will be solely carried out by the Group.

Based on the contractual terms, the Group assessed that the voting rights in Fire  Equipment
Test Lab Limited are not the dominant factor in deciding who controls the entity. Also, it is
assessed that there is insufficient equity financing ( $200,000) to allow the entity to finance its
activities without the non -equity financial support o f the Group. Therefore, the Group
concluded Fire Equipment Test Lab Limited is a structured entity under AASB 10 Consolidated
Financial Statements and that the Group controls it with no non-controlling interests. The
voting shares of the third -party partne r are accounted for as a financial liability.

itz " z{¥" " zA [~"2z2 Z8«~| £zwn?2 |jz©2 avw a~£~3zy -~
financial statements. The shares of the third -party partner are recorded as a long -term loan
and the return on investment is recorded as interest expense.

Consolidation of entities in which the Group holds less than a majority of voting right

(de facto control)

The Group considers that it controls Electronics Limited even though it owns less than 50% of AASB 1060.104(b)
the voting rights. This is because the Group is the single largest shareholder of Electronics

Limited with a 48% equity interest. The remaining 52% of the equity shares in Electronics

Limited are widely held by many other shareholders, none of which individually hold more than

F: ¥{ @}z z8«~2" ©}v " z© =vO " zx¥"yzy ~z 2}z

2015 to 31 December 2022 ). Since 1 October 201 5, which is the date of acquisition of

Electronics Limited, there is no history of the other shareholders ¢ ollaborating to exercise their

votes collectively or to outvote the Group.

Leases - Determining the incremental borrowing rate

The Group cannot readily determine the interest rate implicit in the lease, therefore, it uses its
incrementa | borrowing rate (IBR) to measure lease liabilities. The IBR is the rate of interest that
the Group would have to pay to borrow over a similar term, and with a similar security, the

funds necessary to obtain an asset of a similar value to the right -of-use asset in a similar
ZX¥0o¥f~X zo-~"¥ofzwdC i}z ~"Wg 2}z z{¥"z "z{¢
requires estimation when no observable rates are available (such as for subsidiaries that do not
enter into financing transactions) or when they n eed to be adjusted to reflect the terms and
X¥oy~28~¥o@© ¥{ 2}z ¢zv©Oz ={¥" z®VE]| ¢tzA -}zao ¢
currency). The Group estimates the IBR using observable inputs (such as market interest rates)
when available and is requir ed to make certain entity -specific estimates (such as the

©« WO~y ~ v “alor@ eredibrating. y
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3. Significant accounting judgements, estimates and assumptions continued

Estimates and assumptions AASB1060 .97

The key assumptions concerning the future and other key sources of estimation uncertainty at
the reporting date, that have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year , are described below. The Group
based its assumptions and estimates on parameters available when the consolidated financial
statements were prepared. Existing circumstances and assumptions about future

developments, however, may change due to market change s or circumstances arising that are
beyond the control of the Group. Such changes are reflected in the assumptions when they
occur.

Revaluation of property, plant and equipment and investment properties

The Group carries its investment properties at fair value, with changes in fair value being
recognised in the statement of profit or loss. For investment propert ies, a valuation
methodology based on a discounted cash flow (DCF) model was used,as there is a lack of
comparable market data because of the nature of the propert ies. In addition, it measures the
office properties in Australia at revalued amounts , with changes in fair value being recognised
in OCI. The office properties were valued by reference to transactions involving properties of a
similar nature, location and condition. The Group engaged an independent valuation specialist
to assessfair value s as at 31 December 2022 for the investment properties and at 1 January
202 2 and 31 December 2022 for the office properties in Australia .

The key assumptions used to determine the fair value of the properties are provided in
Notes 16 and 17.

Impairment of non-financial assets

Impairment exists when the carrying value of an asset or cash generating unit exceeds its
recoverable amount, which is the higher of its fair value less costs of disposal and its value in
use. The fair value less costs of disposal calculation is based on available data from binding
OVeEzO© 2" voOVX2~¥o©OA x¥oy«x?2zy vad v E£CO ¢Czwo| 2
less incremental costs of disposing of the asset. The value in use calculation is based on a DCF
model. The cash flows are derived from the budget for the next five years and do not include
restructuring activities that the  Group is not yet committed to or significant future investments
that will enhance the performance of the assets of the CGUbeing tested. The rec overable
amount is sensitive to the discount rate used for the DCF model as well as the expected future
cash-inflows and the growth rate used for extrapolation purposes. These estimates are most
relevant to goodwill and other intangibles with indefinite us  eful lives recognised by the Group.

COVID-19 commentary

As the current environment remains uncertain, it is important that entities continue to provide detailed
disclosure of the assumptions made, including any updates since prior period, the evidence they are based
on and the impact of a change in the key assumptions (sensitivity analysis).

Given the inherent level of uncertainty and the sensitivity of judgements and estimates, disclosures of the
key assumptions used, and judgements made in estimating recoverable amounts is important.

It is possible that COVID-19 is still a triggering event for some entities that requires them to perform an
impairment test in accordance with AASB 136. Entities will need to assess the key assumptions used to
determine the recoverable amount for the different CGUs. Key inputs to both the value in use and the fair
value less cost of disposal models used to undertake the impairment assessment should be reassessed to
factor in any impact.

The non-financial assets that are likely to be subject to such impairment triggers include: property, plant
and equipment; intangible assets (including those with indefinite lives); goodwill; and inventories.

To the extent that the impact of COVID-19 is less severe than previously anticipated and the economic
environment is recovering, entities may need to consider whether any impairments recognised in the
previous year as a result of the situation at that time should be reversed as required by AASB 136.110.
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3. Significant accounting judgements, estimates and assumptions continued

Provision for expected credit losses of trade receivables and contract assets

The Group uses a provision matrix to calculate ECLs for trade receivables and contract assets .
The provision rates are based on days past due for groupings of various customers that have
similar loss patterns (i.e., by geography, product type , customer type and rating, and coverage
by letters of credit and other forms of credit insurance ).

The provision matrix is initially wv ©zy ¥a 2}z \ " ¥«! CO } ~02®ie~xv
Group will calibrate the matrix to adjust the historical credit loss experience with forward -
looking information. For instance, if forecast economic conditions (i.e., gross domestic

product) are expected to deteriorate over the next year which can lead to an increased number
of defaults in the manufacturing sector, the historical default rates are adjusted . At every
reporting date, the historical observed default rates are updated and changes in the

forward -looking estimates are analysed.

The assessment of the correlation between historical observed default rates, forecast

economic conditions and ECLs is a significant estimate. The amount of ECLs is sensitive to
X}ve| zO0 ~o X~"X«E£O2voxz© voy ¥{ {¥"zxv0?2 zx¥
loss experience and forecast of economic conditions may also not be representative of
X«©2¥E£z" CO vxa«vt RefeftyNoted3 Frade récdivables.« 2 « © z C

Share-based payments

Estimating fair value for share -based payment transactions requires determination of the most
appropriate valuation model, which depends on the terms and conditions of the grant. This
estimate also requires determination of the most appropriate inputs to  the valuation model
including the value of the underlying shares, expected life of the share option or appreciation
right, volatility and dividend yield and making assumptions about them. The Group initially
measures the cost of cash -settled transactions w ith employees using a binomial model to
determine the fair value of the liability incurred. For cash -settled share -based payment
transactions, the liability needs to be remeasured at the end of each reporting period up to the
date of settlement, with any ¢ hanges in fair value recognised in profit or loss. This requires a
reassessment of the estimates used at the end of each reporting period. For the measurement
of the fair value of equity -settled transactions with employees at the grant date, the Group
uses a binomial model for Senior Executive Plan (SEP) and Black-Scholes model for General
Employee Share Option Plan (GESP)

See Note 25 for further details .

Taxes

Deferred tax assets are recognised for unused t ax losses to the extent that it is probable that
taxable profit will be available against which the losses can be utilised. Significant management
judgement is required to determine the amount of deferred tax assets that can be recognised,
based upon the likely timing and the level of future taxable profits , together with future tax
planning strategies.

The Group has $427,000 ( 2021 : $1,198,000) of tax losses carried forward. These losses

relate to subsidiaries that have a history of losses, do not expire , and may not be used to offset
taxable income elsewhere in the Group. The subsidiaries neither have any taxable temporary
difference nor any tax planning opportunities available that could partly ~ support the
recognition of these losses as deferred tax ass ets. On this basis, the Group has determined that
it cannot recognise deferred tax assets on the tax losses carried forward

Further details on taxes are disclosed in Note 11.

Defined benefit plans (pension benefits)

The cost of the defined benefit pension plan and the present value of the pension obligation are
determined using actuarial valuations. An actuarial valuation involves making various
assumptions that may differ f rom actual developments in the future. These include the
determination of the discount rate, future salary increases and mortality rates. Due to the
complexities involved in the valuation and its long -term nature, a defined benefit obligation is
highly sensitive to changes in these assumptions. All assumptions are reviewed at each
reporting date.

Further details about pension obligations are provided in Note 22 .
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3. Significant accounting judgements, estimates and assumptions continued

Fair value measurement of financial instruments

When the fair value s of financial assets and financial liabilities recorded in the statement of
financial position cannot be measured based on quoted prices in active markets, their fair
values are measured using an appropriate valuation technique . The inputs used in these fair
value measurements are taken from observable markets where possible, but where this is
not feasible, a degree of judg ement is required in establishing fair values. Judgements
include consideration of inputs such as discount ra te and long-term growth rate . Changes
in assumptions relating to these factors could affect the reported fair value of

financial instruments.

See Note 15. 4 for further disclosures.

Contingent consideration, resulting from business combinations, is measured at fair value at
the acquisition date as part of the business combination. Whe n the contingent consideration
meets the definition of a financial liability, it is subsequently remea sured to fair value at each
reporting date. The determination of the fair value is based on discounted cash flows. The key
assumptions take into consideration the probability of meeting each performance target and
the discount factor .

As part of the acco unting for the acquisition of Extinguishers Limited, contingent consideration
with an estimated fair value of $714,000 was recognised at the acquisition date and
remeasured to $1,071,500 as at the reporting date. Future developments may require further
revisions to the estimate. The contingent consideration is classified as other financial liability

See Notes 6 and 15. 4 for further details.

Development costs
The Group capitalises costs for product development projects. Initial capitalisation of costs is

wWv©zy ¥uo f£vov|z£f£zuaCe® «y| z£zw?2 a}lya 2azxlo¥¢

usually when a product development project has reached a defined mile stone according to an
established project management model. In determining the amounts to be capitalised,
management makes assumptions regarding the expected future cash generation of the project,
discount rates to be applied and the expected period of ben efits. At 31 December 2022 , the
carrying amount of capitalised development costs was $2,178,000 ( 2021 : $1,686,000).

Provision for decommissioning

The Group has recognised a provision for decommissioning obligations associated with a

factory owned by Extinguishers Limited. In determining the amount of the provision to be
recognised, assumptions and estimates are made in relation to discount rates, the expected

cost to dismantle and remove the plant from the site and the expected timing of those costs.

The carrying amount of the provision as at 31 December 2022 was $1,221,000 ( 2021 : Nil).
i}z \"¥«|] z©2~£vaz0© 2}lva a}yz x¥0O2 Ocaleutatestithe wz
provision using the DCF method based on the following assumptions:

» Estimated range of cost per sqm - $10 - $25 ($20)
» Discountrate 314%

Provision for contingent liability
As part of the identification and measurement of assets and liabi lities for the acquisition of
Extinguishers Limited in 202 2, the Group has recognised a provision for a contingent liability .

The liability resulted from a claim of a supplier whose shipment was rejected, and payment was
refused by the Group due to deviati ons from the defined technical specifications of the goods.
The claim is subject to legal arbitration and is only expected to be finalised in late 202 3. As at
the reporting date, the contingent liability was re -assessed and is determined to be $400,000,
based on the expected probable outcome.

Quiality Holdings (Australian SDS) Pty Ltd

65

Contents

c
§el
=
3}
=
°
o
S
5
=

Consolidated financial statements

Notes

0
Q
2
°
c
)
Q
Q
<

30 29 28 27 26 25 24 23 22 21 20 19 18 17 16 15 14 13 12 11 10

31



C¥2z0 a¥ 2alz X¥oO¥¢C~yvadzy

3. Significant accounting judgements, estimates and assumptions continued

Revenue recognition - Estimating variable consideration for returns and volume rebates
The Group estimates variable considerations to be included in the transaction price for the sale
of electronics equipment with rights of return and volume rebates.

The Group has developed a statistical model for forecasting sales returns. The model uses the
historical return data of each product to come up with expected return percentages. These
percentages are applied to determine the expected value of the variable consideration. Any
significant changes in experience as compared to historical return pattern will impact the
expected return percentages estimated by the Group.

The GroupC @xpected volume rebates are analysed on a per customer basis for contracts that

are subject to a single volume threshold. Determining whether a customer will be likely entitled

ayY "zwvaz -~¢¢ yz!zoy ¥o 2}z x«O2¥f£zmubt@ } ~o©2
purchases to date.

The Group applied the statistical model for estimating expected volume rebates f or contracts
with more than one volume threshold . The model uses the historical purchasing patterns and
rebates entittement of customers to determ ine the expected rebate percentages and the
expected value of the variable consideration. Any significant changes in experience as
compared to historical purchasing patterns and rebate entitlements of customers will impact
the expected rebate percentages e stimated by the Group.

The Group updates its assessment of expected returns and volume rebates quarterly and the
refund liabilities are adjusted accordingly . Estimates of expected returns and volume rebates
v’z ©zrn©~2~-z 2a¥ x}lve|zO ~8 Xx~"XxX«£02vaxz©O vago
vay T zwvdadz zwoa@~a3¢z£zrn2© £v  o¥?q wz "z|7z0zgo?d
entittements in the futu re. As at 31 December 2022 , the amount recognised as refund

liabilities for the expected returns and volume rebates was $6,242,000 ( 2021 : $5,844,000).

Commentary

AASB 1060 requires an entity to disclose significant judgements applied in preparing the fin ancial
statements (AASB 1060.96) and significant estimates that involve a high degree of estimation uncertainty
(AASB 1060.97) . These disclosures represent a very important source of information in the financial
statements because they highlight the areas in the financial statements that are most prone to change in
the foreseeable futu re. Therefore, any information given should be sufficiently detailed to help readers of
the financial statements understand the impact of possible significant changes.

The Group has, for illustrative purposes, included disclosures about significant judgements and estimates
beyond what is normally required. Under AASB 1060, it is only those judgements that have the most
significant effect on the amounts recognised in the financi al statements and those estimates that have a
significant risk of resulting in material adjustments in respect of assets and liabilities within the next
financial year that should be addressed in this section .

It is important that entities carefully assess which judgements and estimates are most significant as

required by AASB 1060 and make the disclosures accordingly, to allow the users of the financial

statements to appreciate the impact of the judgements and estimation uncertainties. Disclosure s of
judgements and estimation uncertainties that do not have a significant risk of resulting in material

Vy «©2£z020© £v xt«@3z" a}lz [ ~opyox~ve ©23va3zEfzond© -~
key judgements and estimation uncertainties.

COVID-19 commentary

Given the level of uncertainty and the sensitivity of judgements and estimates, clear disclosure of the key
assumptions used and judgements made is particularly important in financial statements prepared during
the COVID19 pandemic. Although assumptions may already have been updated for the impact of COVID
19 in the previous year, entities should again carefully scrutinise their existing judgements and estimates

as they may find additional areas in which they will need to make judgement s and estimates.
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4. Revenue from contracts with customers

4.1 Disaggregated revenue information

X¥o0O¥C¢C~yvazy

hza ¥«2 wz¢¥- ~0 2}tz y~0Ov| | "z|va~¥o ¥{ 2}z |\
2022 2021
$000 $000
Restated
Type of goods or service
Sale of fire prevention equipment 85,438 69,107
Sale of electronics equipment 69,263 66,621
Installation services 17,131 16,537
Other* 7,226 6,823
Total revenue from contracts with customers 179,058 159,088
Geographical markets
Australia 126,834 111,207
United States 52,224 47,881
Total revenue from contracts with customers 179,058 159,088
Timing of revenue recognition
Goods and services transferred at a pointin time 159,404 140,317
Goods and services transferred over time 19,654 18,771
Total revenue from contracts with customers 179,058 159,088

* Includes revenue from procurement services and service -type warranties.

Commentary

The Group presented disaggregated revenue based on the type of goods or services provided to customers,
the geographical region, and the timing of transfer of goods and services. Entities will need to make this
determination based on entity -specific and/or industry -specific factors that would be most meaningful to
their business such as internal reporting and external reporting to shareholders

Quiality Holdings (Australian SDS) Pty Ltd
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4. Revenue from contracts with customers continued

4.2 Performance obligations
Na{ ¥" £va~¥o v wpekotmadcé ablightions are sGr@marised below: AASB 1060.157(a)

Fire prevention equipment
The performance obligation is satisfied upon delivery of the equipment and payment is
generally due within 30 to 90 days from delivery.

The performance obligation to deliver fire prevention equipment with a manufacturing lead
time of two years has two alternative payment options. The customer can pay the transaction
price equal to the cash selling price upon delivery of the equ ipment or pay a lower transaction
price upon signing the contract. There is a significant financing component for those contracts
where the customer elected to pay in advance.

In some contracts, a one -year warranty beyond fixing the unknown defects that existed at the
time of sale is provided to customers. The warranty is accounted for as a separate performance
obligation and a portion of the transaction price is allocated. The performance obligation for

the warranty service is satisfied over the coverage period based on time elapsed.

Electronics equipment

The performance obligation is satisfied upon delivery of the equipment and payment is
generally due within 30 to 90 days from delivery. Some contracts provide customers with
aright of return and vo lume rebates which give rise to variable consideration subject

to constraint.

Customers are entitled to loyalty points which results in allocation of a portion of the
transaction price to the loyalty points. Revenue is recognised when the points are rede emed.

In addition, the Group updates its estimates of the points that will be redeemed on a quarterly
basis and any adjustments to the contract liability balance are charged against revenue.

Installation services

The performance obligation is satisfied over -time and payment is generally due upon
completion of installation and acceptance of the customer. In some contracts, short  -term
advances are required before the installation service is provided.

Procurement services

There are contracts with customers to acquire, on their behalf, special fire prevention
equipment produced by foreign suppliers. The Group is acting as agent in these arrangements.
The performance obligation is satisfied, and payment is due upon receipt of the equip ment by
the customer.

Commentary
AASB 1060.157 requires an entity to include a description of all of the following:

3 When the entity typically satisfies its performance obligations (for example, upon shipment, upon
delivery, as services are rendered or upon completion of service)

3  The significant payment terms (for example, when payment is typically due, whether the contract has
a significant financing component, whether the amount of consideration is variable and whether the
estimate of varia ble consideration is typically constrained in accordance with AASB 15.56 -58)

3  The nature of the goods or services that the entity has promised to transfer, highlighting any
performance obligations to arrange for another party to transfer goods or services (  i.e., if the entity is
acting as an agent)

3  Obligations for returns, refunds and other similar obligations

3  Types of warranties and related obligations

COVID-19 commentary

Entities may need to use significant judgement to determine the effect of uncertainties related to COVID
19 on their revenue accounting, e.g., estimates of variable consideration (including the constraint) and
provide appropriate disclosures of these judge ments. Decisions made in response to the pandemic (e.g.,
modifying contracts, continuing transacting with customers despite collectability concerns, revising

pricing) and its evolution may need to be disclosed. Entities may also need to consider the impact of delays
in deliveries due to supply chain issues caused by COVID-19, which may impact volume rebate estimations,
amongst other things, due to lower sales during the year . The disruption of supply chains may result in
some cases in significant increases in the unavoidable costs of meeting the obligations under certain
contracts which, in turn, may impact the measurement of the provision for onerous contracts
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5. Subsidiaries

The consolidated financial statements of the Group include:

a}z

X¥o0O¥C¢C~yvazy

AASB 1060.192

Country of % equity interest
Name incorporation 2022 2021
Extinguishers Limited Australia 80 ¢
Bright Sparks Limited Australia 95 95
Fire Equipment Test Lab Limited Australia 100* ¢
Wireworks Inc. United States 98 98
Sprinklers Inc. United States 100 100
Lightbulbs Limited Australia 87.4 80
Hose Limited** Australia 100 100
Electronics Limited Australia 48r** 48

* Quality Holdings (Australian SDS) Pty Ltd holds 20% of the equity in Fire Equipment Test Lab Limited but consolidates

this entity. See Note 3 for details on interest held in Fire Equipment Test Lab Limited.

** Pursuant to ASIC Corporations (Wholly owned Companies) Instrument 2016/785 , relief has been granted to Hose
Limited from the Corporations Act 2001 requirements for the preparation, audit and lodgement of its financial reports

(see Note 31).

*** Quality Holdings (Australian SDS) Pty Ltd consolidates this entity based on de facto control. See Note 3 for more

details.

Commentary

AASB 1060.104(d)

When there are significant restrictions (for example resulting from borrowing arrangements or regulatory
requirements ) on the ability of subsidiaries to transfer funds to the parent in the form of cash dividends or

to repay loans, AASB 1060 requires disclosure of the nature and extent of significant restrictions. The

Group did not have any such restrictions.

6. Business combinations

Acquisitions in 2022
Acquisition of Extinguishers Limited

On 1 May 2022 , the Group acquired 80% of the voting shares of Extinguishers Limited, a
company based in Australia and specialising in the manufacture of fire -retardant fabrics.

Assets acquired and liabilities assumed

The fair value s of the identifiable assets and liabilities of Extinguishers Limited as at the date of

acquisition were:

Fair value recognised on

AASB 1060.142(a),

142(b), 142(c)

AASB 1060.142(€)

acquisition

Assets $000
Cash and cash equivalents 230
Trade receivables 1,716
Inventories 3,330
Property, plant and equipment (Note 17) 7,042
Right-of-use assets (Note 18) 248
Patents and licences (Note 19) 1,200

13,766
Liabilities
Trade payables (1,901)
Contract liabilities (428)
Lease liabilities (213)
Provision for restructuring (Note 21) (900)
Provision for decommissioning costs (Note 21) (1,200)
Contingent liability (Note 21) (380)
Deferred tax liability (Note 11) (1,511)

(6,533)
Total identifiable net assets at fair value 7,233
Non-controlling interest measured at fair value (1,547) AASB 1060.142(h)
Goodwill arising on acquisition (Note 19) 2,231 AASB 1060.142(e)
Purchase consideration transferred 7,917

Quiality Holdings (Australian SDS) Pty Ltd

69

Contents

c
§el
=
3}
=
°
o
S
5
=

Consolidated financial statements

Notes

0
Q
2
°
c
)
Q
Q
<

30 29 28 27 26 25 24 23 22 21 20 19 18 17 16 15 14 13 12 11 10

31



C¥2z0 a¥ 2alz X¥oO¥¢C~yvadzy

6. Business combinations continued

The goodwill of $2,231,000 comprises the value of expected synergies arising from the AASB 1060.142(g)
acquisition and a customer list, which cannot be separately recognised due to the contractual
terms imposed on acquisition .

Purchase consideration $000 AASB
1060.142 (d)

Shares issued (Note 24) 7,203

Contingent consideration liability 714

Total consideration 7,917

Contingent consideration
As part of the purchase agreement with the previous owner of Extinguishers Limited, a AASB 1060.114,

contingent consideration has been agreed. There will be additional cash payments to the 142(d)
previous owner s of Extinguishers Limited of:
a. $675,000, if the entity generates  $800,000 or more of profit before tax in a 12 -month
period after the acquisition date
Or
b. $1,125,000, if the entity generates  $1,500,000 or more of profit before taxina 12 -
month period after the acquisition date
The contingent consideration liability is due to be settled on 30 September 202 3.
As at 31 December 2022 , the key performance indicators of Extinguishers Limited show that it AASB 1060.115

is highly probable that the target will be achieved due to a significant expansion of the business

and the synergies realised. The fair value of the contingent consideration determined at 31

December 2022 reflects this development, among other factors and a remeasurement charge AASB 1060.119(a)(ii)
of $358,000 has been recognised through profit or loss. The significant assumptions used in

the fair value measurement as at 31 December 2022 are provided in Note 15.4 .

Commentary

The classification of a contingent consideration requires an analysis of the individual facts and
circumstances. It may be classified as follows: equity or a financial liability in accordance with AASB 132
and AASB 9; a provision in accordance with  AASB 137; or in accordance with other standards, each
resulting in different initial recognition and subsequent measurement. The Group has determined that it
has a contractual obligation to deliver cash to the seller and therefore it has assessed it to be a financial
liability ( AASB 132.11). Consequently, the Group is required to remeasure that liability at fair value at each
reporting date with changes in fair value recognised in profit or loss in accordance with AASB 9

(AASB 3.58(b)(i)).

Acquisitions in 2021

On 1 December 2021 , the Group acquired 80% of the voting shares of Lightbulbs Limited, a AASB 1060.142(a),
company based in Australia, specialising in the production and distribution of lightbulbs. 142(b). 142(c)

Assets acquired and liabilities assumed AASB 1060.142(e)
The fair value of the identifiable assets and liabilities of Lightbulbs Limited as at the date of
acquisition were:
Fair value recognised
on acquisition

Assets $000
Cash and cashequivalents 50
Trade receivables 853
Inventories 765
Land and buildings 1,280
2,948
Liabilities
Trade payables (807)
Provision for maintenance warranties (50)
Deferred tax liability (Note 11) (380)
(1,237)
Total identifiable n et assets at fair value 1,711
Non-controlling interest (20% of net assets) (342) AASB 1060.142(h)
Goodwill arising on acquisition ( Note 19) 131 AASB 1060.142(e)
Purchase consideration transferred (cash) 1,500 AASB 1060.142 (d)
Quality Holdings (Australian SDS) Pty Ltd 70
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6. Business combinations continued

The goodwill of $131,000 comprises the fair value of expected synergies arising AASB 1060.142(g)
from acquisition.

Commentary

In the 2021 business combination, the Group elected to value the non -controlling interest using its

lm¥ly a-yoyaz ©}v 'z ¥{ 2}z VX §«2022zuasi@eds corgbinatidn the-Sroupt z
elected to value the non -controlling interest at fair value. This election can be made separately for each
business combination and is not a policy choice that determines an accounting treatment for all business
combinations th e Group will carry out ( AASB 3.19).

7. Investment in a joint venture

The Group owns 50% interest in a joint venture. i } z \ 7 ¥ « !ofXi@ pi@fi of thezjoint AASB 1060.130
venture amounted to $588 ,000 during the year ended 31 December 2022 (2021 : $557,000),

~axt«y~no| 2}z \ " ¥«! Coperaigny of the j¥int ventureCof il (2022 o « z y

$25,000) .

The joint venture had trade purchase commitments as at 31 December 2022 of $620,000 AASB 1060.129(d)
(2021 : $1,032,000), for which the Group has a corresponding commitment,  as disclosed
in Note 26.

COVID-19 commentary

Entities will need to consider whether there is any impairment of their investments in joint ventures.

Impairment charges relating to investments in joint ventures should be accounted for in accordance with

the equity method under AASB 128. AASB 128 requires the investment in a joint venture to be considered
asasinglecash| zoz " va~o| «o~2A 7 va}l zthe sépdrateacash-geherating trity y ¥ - ¢
determined by the joint venture. The impairment test should be undertaken in accordance with the
requirements of AASB 136.

8. Investment in an associate

The Group owns 25% interest in an associate. i } z \ ~ ¥ « ! Qi@ préfi} of thez assosiate AASB 1060.127
amounted to $83,000 during the year ended 31 December 2022 (2021 : $81,000).

COVID-19 commentary

Entities will need to consider whether there is any impairment of their investments in associates.
Impairment charges relating to investments in associates should be accounted for in accordance with the
equity method under AASB 128. AASB 128 requires the i nvestment in an associate to be considered as a

singlecash-| zaz " va~o| «om~2aA “ya}gz" a}lya ¢-geherating tnity detgrdined C
by the associate. The impairment test should be undertaken in accordance with the requirements of
AASB 136.

9. Other income/expense s

Commentary

The Group discloses a breakdown of other operating income, other operating expenses, finance costs and
other income due to the dissimilar nature or function of the items in the statement of profit or loss. Such
an analysis is not necessary to the extent th e amounts are not material, they are not relevant to the
understanding of the financial statements or are not otherwise required to be disclosed.

9.1 Other operating income

2022 2021

$000 $000
Government grants ( Note 23) 1,053 541 AASB 1060.160(a)
Gain on derivative instruments at fair value through profit or 850 . AASB 1060.119(a)(),
loss 119(a)(ii)
Net gain on disposal of property, plant and equipment 532 2,007
Total other operating income 2,435 2,548

The net gain on derivative instruments at fair value through profit or loss  relates to foreign
exchange forward contracts that did not qualify for hedge accounting and embedded
derivatives which have been separated from their host contract .
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9. Other income/expenses continued

9.2 Other operating expenses

Patent defence costs

Cost of WEEE (Note 21)

Change in fair value of investment properties ( Note 16)
Loss on derivative instruments at fair value through profit or
loss

Ineffectiveness on forward commodity contracts designated
as cash flow hedges (Note 15.3)

Total other operating expenses

X¥o0O¥C¢C~yvazy

GEG 2021
$000 $000
579 31
102 22
306 300

AASB 1060.119(a)(i) ,

1,502 - 119(a) (ii)

65 - AASB 1060.122(e)
2,554 353

The net loss on derivative instruments at fair value through profit or loss relates to foreign
exchange forward contracts that did not qualify for hedge accounting and embedded

derivatives which have been separated from their host contract .

Commentary

AASB 1060 does not require an entity to present the results of operating activities as a line item in the

income statement. If an entity elects to do so, it must ensure that the amount

presented is representative

¥{ vxa8~-~2-70 23}va -¥«Cy o¥"  £v¢¢B). AsAASB 201 doegnotyproid® C
any further guidance on operating profits, an entity needs to apply judgement in developing its own

accounting policy under AASB 108.10 .

The Group has taken the view that presenting the gains and losses on foreign exchange forward contracts
and embedded derivatives in operating income and expenses reflects the economic substance of those
transactions as they are entered into to hedge forecast sales and purchases and are, therefore, clearly
associated with transactions which are part of the operating income and expenses ( AASB 108.10(b)(ii)).

Other entities may take alternative views and, hence, there is diversity in practice.

9.3 Finance costs

GEGC 2021

$000 $000
Interest on financial liabilities not measured at fair value
through profit or loss 1,214 1,205 AASB 1060.119(b)
Interest on other liabilities 152 63
Total finance costs 1,366 1,268
9.4 Other income

GEGC 2021

$000 $000
Foreign exchange gains on interest -bearing loans and
borrowings 57 67 AASB 1060.180(a)
Fair value gain on equity instruments at fair value through
profit or loss 37 9 AASB 1060.119(a) (i)
Gain (loss) on sale of debt instruments at fair value through
OocClI 8 (4)  AASB1060.119(a)(vi)
Dividend income from equity instruments at fair value
through OCI 3 - AASB 1060.119 (a)(v)
Impairment loss on debt instruments at fair value through OCI (7) (6) AASB 1060.119(c)
Total other income 98 66
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9. Other income/expenses continued

9.4 Other income continued

Commentary

Income~© yz{~omzy ~a 2}z x ¥igcreasésinasséts, dr decréases M liapilities,@hatdesult
in increases in equity, other than those relating to  contributions from holders of equity claims €

(chapter 4.68). In this note, the Group has presented a net measure of income with impairment losses on
debt instruments at fair value through OCI offsetting other income items. AASB 1060.24 does not permit

the offsetting of income and expenses unless required or permitted by an Australian Accounting Standard.
In this case, the Group does not consider this to be offsetting as it is for presentation purposes only and the
balances are not material enough to warrant separate presentation.

9.5 Research and development costs

i}z \V"¥«!CO z¢zx2 ¥u~Xx0 wW«©~0z©O© "~ z©zV' X} Vvo

of internet -enabled safety equipment. Research and development costs that are not eligible for

capitalisation have been expensed in the period incurred (in G E G fhis was $2,235,000 AASB 1060.139
(2021 : $1,034, 000)), and they are recognised in administrative expenses.

10. Discontinued operations

On 14 November 202 2, the Board of Directors of the Company approved the plan to sell Hose AASB 1060.47(b)
Limited , a wholly owned subsidiary, as a result of a strategic review which identified .
manufacturing of rubber equipment as nolonger aligned- ~2} 2}l z \ " ¥« CO . w

The sale of Hose Limited is expected to be completed within a year from th e date the director s
approved the plan to sell . At 31 December 2022 , Hose Limited was classified as a disposal
group held for sale and as a discontinued operation.

The major classes of assets and liabilities of Hose Limited classified as held for sale as at 31 AASB 1060.47(a )
December 2022 are, as follows:

$000
Assets
Cash and short-term deposits (Note 12) 1,294
Trade receivables 7,180
Equity investments gnon-listed 308
Property, plant and equipment (Note 17) 4,637
Intangible assets (Note 19) 135
Assets held for sale 13,554
Liabilities
Trade and other payables (7,24 1)
Interest -bearing loans and borrowings (5,809)
Deferred tax liability (75)
Liabilities directly associated with assets held for sale (13,125)
Net assets directly associated with disposal group 429

Write -down of property, plant and equipment

Immediately before the classification of Hose Limited as discontinued operations, the

recoverable amount was estimated for certain items of property, plant and equipment and no

impairment loss was identified. Following the classification, a write  -down of $110,000 (net of AASB 1060.169(a)
tax $77,000) was recognised on 14 November 202 2 to reduce the carrying amount of the

assets in the disposal group to their fair value less costs to sell. This was recognised in

discontinued operations in the statement of profit or loss.
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11. Income tax

Commentary

The Organisation for Economic Co-operation and Development (OECD)/G20 Inclusive Framework on Base
Erosion and Profit Shifting (BEPS) addresses the tax challenges arising from the digitalisation of the global
economy.

The Pillar Two Global anti-Base Erosion rules (GIoBE Rules) represent the first substantial overhaul of the
international tax rules in almost a century. The GIoBE Rules propose four new taxing mechanisms under
which multinational enterprises (MNEs) would pay a minimum level of tax (Minimum Tax): the Subject to
Tax Rule is a tax treaty -based rule that generally proposes a Minimum Tax on certain cross -border
intercompany transactions that otherwise are not subject to a mi  nimum level of tax, the Income Inclusion
Rule (lIR), the Under Taxed Payments Rule (UTPR), and the Qualified Domestic Minimum Top-up Tax
(QDMT) generally propose a Minimum Tax on the income arising in each jurisdiction in which an MNE
operates.

Under AASB 112 a new tax law is effective when it is enacted or substantively enacted in a particular
jurisdiction. MNEs need to monitor the regulatory developments in respect of (substantive) enactment of
the GIoBE Rules in all of the jurisdictions where they operat e either through wholly - or partially -owned
subsidiaries, joint ventures, flow through entities or permanent establishments.

If the GIoBE Rules have not yet been (substantively) enacted in the jurisdictions in which an MNE operates,
there is no specific IFRS disclosure requirement. However, entities may consider whether to provide
additional information on the potential impact of the GIoBE Rules if it is helpful to understand the financial
statements.

The major components of income tax expense for the years ended 31 December 2022 and
2021 are:

Consolidated profit or loss GEG 2021
$000 $000

Current tax: Restated

Current income tax charge 2,883 2,770

Adjustments in respect of current income tax of previous year (18) (44)

Deferred tax:

Relating to origination and reversal of temporary differences 227 (493)

Income tax expense reported in  the statement of profit or

loss 3,092 2,233

Deferred tax benefit (expense) recognised in  OCI during the
year (158) 104

Reconciliation of tax expense and the accounting profit multiplied by AustraliaC© y ¥ £z ©2

rate for G E Gdad 2021

GEG 2021

$000 $000

Restated

Accounting profit before tax from continuing operations 11,088 8,880
Profit/(loss) before tax from a discontinued operation 213 (193)
Accounting profit before income tax 11,301 8,687
At AustraliaC© ©2 v a «?2¥" 7 ~ox ¥YEt:30%) ® 3,390 2,606
Adjustments in respect of current income tax of previous years (18) (44)
Government grants exempted from tax (316) (162)
Utilisation of previously unrecognised tax losses (231) (89)
Share of results of an associate and joint venture (201) (191)

Non-deductible expenses for tax purposes:

Impairment of goodwill 60 ¢
Contingent consideration remeasurement 107 ¢
Other non -deductible expenses 10 ¢
Effect of higher tax rates in the U nited States 284 108
3,085 2,228

Income tax expense reported in the statement of profit or loss 3,092 2,233
Income tax benefit attributable to a discontinued operation @) (5)
3,085 2,228

Quiality Holdings (Australian SDS) Pty Ltd
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11. Income tax continued

COVID-19 commentary
Current tax

As a measure to assist entities during the COVID19, economic stimulus packages in some jurisdictions
have included income tax concessions and other rebates. If entities are active in a jurisdiction in which such
measures are still in place, the following disclosures may also be impacted:

3  An explanation of changes in the applicable tax rate compared to the prior period
3  The amount and expiry date of any tax losses carried forward

3  The nature of evidence supporting the recognition of deferred tax assets when the entity has suffered
a loss in the current perio d

Business disruption resulting from COVID19 may lead to an entity recogni sing asset impairments or
forecasting future losses. These circumstances may involve uncertainties that an entity must consider in its
analysis of the recoverability of deferred ta x assets. Entities should update their projections of income for
recent events. Tax losses that were otherwise expected to be utili sed in the near term should be reviewed
to determine if the y might expire unutili sed and how this would impact management's j udgement on the
amount of deferred tax asset to be recogni sed.

As the impact of COVID-19 is less severe in many countries in 2022 than in prior years, entities should
update their projections accordingly taking into account the amended forecasts for the f  uture periods.
Entities should further consider whether they need to provide additional financial statement disclosures to
explain the use of estimates or management's judgement in reaching its conclusions on the amount of
unrecognised deferred tax assets.

Such judgements may include whether the tax laws were substantively enacted as of the reporting date,
and the determination of the accounting for income tax credits.  Similarly, the impact of expected or
already enacted curtailments of previously introduce d measures must be considered.

In applying judgement, entities should consider Australian Interpretation 23  Uncertainty over Income Tax
Treatments . Although Interpretation 23 was not specifically developed to deal with a scenario such as
COVID19, it, no netheless, provides helpful guidance to consider in accounting for the uncertainties that
exist with respect to the application of complex tax legislation that was newly issued in response to the
pandemic. It requires an entity to consider whether it is pr obable that a taxation authority will accept an
uncertain tax treatment. If the entity concludes that the position is not probable of being accepted, the
z{{zx? ¥{ 23}z «mxz @vy~p?  ©pzzy®© ¥ wz “z{¢tzx?zy -~
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11. Income tax continued

Accelerated depreciation for tax
purposes

Fair value adjustment on property,
plant and equipment and intangible
assets acquired in business
combinations

Revaluations of investment properties
to fair value

Revaluations of office properties in
Australia to fair value

Revaluations of equity instruments to
fair value through profit or loss

Revaluations of financial assets at fair
value through OCI

Revaluation of forward contracts and
embedded derivatives

Revaluation of a hedged loan to fair
value

Net gain on hedge of a net investment

Share-based payments
Pension

Revaluations of an interest rate swap
(fair value hedge) to fair value

Revaluations of cash flow hedges

Expected credit losses of debt financial
assets

Contract liabilities for customer loyalty
points

Leases

Convertible preference shares

Losses available for offsetting against
future taxable income

Reflected in the statement of financial
position as follows:

Deferred tax assets
Deferred tax liabilities:

Continuing operations
Discontinued operations

Deferred tax liabilities, net

a1z X¥oO¥C~yvadzy
AASB 1060.178(e)
Additions Deferred tax Deferred
due to expense tax

1 January business Discontinue recognised expense 31
2022 combination  operations in profit or recognised December
(Restated) (Note 6)  (Note 10) loss in OCI 2022

$000 $000 $000 $000 $000 $000
(188) (477) Cc (348) Cc (1,013)
(411) (1,034) Cc (375) Cc (1,820)
(1,422) Cc Cc 92 Cc (1,330)
Cc Cc Cc Cc (254) (254)

(5 ¢ ¢ (11) C (16)

(4) ¢ ) ¢ 14 8

C Cc C 196 Cc 196

Cc Cc Cc (11) Cc (11)

C Cc C Cc (83) (83)

100 Cc Cc (49) Cc 51
893 Cc Cc 132 (110) 915

¢ ¢ ¢ 11 c 11

30 Cc Cc (35) 275 270

70 ¢ ¢ 40 c 110
203 ¢ c 67 c 270
72 ¢ c 4 c 76

55 ¢ c 36 c 91
401 ¢ c 24 c 425
(206) (1,511) ) (227) (158) (2,104)
365 425
(607) (2,454)
Cc (75)
(242) (2,104)
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11. Income tax continued

Additions  Deferred tax

due to benefit  Deferred tax
business  recognised benefit 31
1 January combination in profit or recognised December
2021 (Note 6) loss in OCI 2021
$000 $000 $000 $000 $000
Accelerated depreciation for tax purposes (261) (104) 177 Cc (188)
Fair value adjustment on property, plant and
equipment and intangible assets acquired in
business combinations (256) (276) 121 Cc (411)
Revaluations of investment properties to fair value (1,512) C 90 Cc (1,422)
Revaluations of equity instruments to fair value
through profit or loss ) c 3) Cc (5)
Revaluations of financial assets at fair value ) ]
through OCI 1) C C 3) 4)
Share-based payments 100 C Cc Cc 100
Pension 798 C (22) 117 893
Revaluations of cash flow hedges 40 c c (10) 30
Expected credit losses of debt financial assets 73 c 3) Cc 70
Contract liabilities for customer loyalty points 165 c 38 Cc 203
Leases 52 c 20 Cc 72
Convertible preference shares 24 C 31 Cc 55
Losses available for offsetting against future
taxable income 321 C 44 Cc 365
(459) (380) 493 104 (242)
Reflected in the statement of financial position as
follows:
Deferred tax assets 321 365
Deferred tax liabilities (780) (607)
Deferred tax liabilities, net (459) (242)
Commentary
i}z \ 7 ¥« !p&y@ents are d@ductible upon payment for tax purposes . In accounting for the deferred
tax relating to the lease, the Group considers both the lease asset and liability separately. The Group
separately accounts for the deferred taxation on the taxable temporary difference and the deductible
temporary difference , which upon initial recognition are equal and offset to zero . Deferred tax is
recognised on subsequent changes to the taxable and temporary differences.
The Group hasnot recognised deferred tax assets in respect of tax losses that arose in AASB 1060.178(f)
Australi a of $427,000 ( 2021 : $1,198,000) that are available indefinitely  for offset ting against
future taxable profits .
There are no income tax consequences attached to the payment of dividends in either 2022 or AASB 1060.178(a)

2021 by the Group to its shareholders.

Franking credits
The Group has franking credits of $10,157,000 ( 2021 : $8,890,000) available for use in the AASB 1060.101
subsequent reporting periods.

Commentary

For the purposes of determining the amount of imputation credits (or ranking credits Gn Australia)
available for use in the subsequent reporting periods, AASB 1060.102 clarifies that entities may have:

a. imputation credits that will arise from the payment of the amount of the provision for income tax;

b. imputation debits that will arise from the payment of dividends recognised as a liability at the
reporting date; and

c. imputation credits that will arise from the receipt of dividends recognised as receivables at the
reporting date.

Where there are different classes of investors with different entittements toi  mputation credits, AASB
1060.103 requires that disclosures be made about the nature of those entitlements for each class where
this is relevant to an understanding of them .

The above disclosures, should be made separately in respect of any New Zealand imputation credits and
any Australian imputation credits.
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12. Cash and short -term deposits

GEG 2021 AASB 1060.88
$000 $000
Cash at banks and on hand 11,732 11,125
Short-term deposits 5,796 3,791
17,528 14,916

Cash at banks earns interest at floating rates based on daily bank deposit rates. Short -term AASB 1060.114

deposits are made for varying periods of between one day and three months, depending on the
immediate cash requirements of the Group, and earn interest at the respective short -term
deposit rates.

As at 31 December 2022 , the Group has pledged short-term deposits of $5,000,000 AASB 1060.117
(2021 : $2,000,000) as collateral for obligations arising under derivative contracts. Such
deposits will not be used to settle the derivative contracts unless a default event occurs.

For the purpose of the statement of cash flows, cash and cash equivalents comprise the AASB 1060.88
following at 31 December:

GEG 2021

$000 $000
Cash at banks and on hand 11,732 11,125
Short-term deposits 5,796 3,791
Cash at banks and short-term dep osits attributable to i
discontinued operation s (Note 10) 1,294 C

18,822 14,916

Bank overdrafts (966) (2,650)
Cash and cash equivalents 17,856 12,266
Commentary

The Group included its bank overdrafts as part of cash and cash equivalents. This is because these bank
¥-z"y"'v{?3a© vz "zlv vwtz ¥o yzEfvoy veoy {¥ £ vo ~np?2d
(AASB 107.8) .

An entity would need to assess whether its banking arrangement is an integral part of its cash

management. Cash management includes managing cash and cash equivalents for the purpose of meeting
short-term commitments rather than for investment or other purposes. The Interpretations Committee
concluded in June 2018 that if the balance of a banking arrangement does not often fluctuate f  rom being
gz|vad@~-z 2¥ | ¥O~2~-zA 2}lzo 23} ~0 ~omy~xvadz© ?a}lva a}lgz
cash management and, instead represents a form of financing.

13. Trade receivables

GEGC(C 2021 AASB 1060.44(b)
$000 $000
Restated
Receivables from third -party customers 24,501 21,158
Receivables from related part ies (Note 27) 1,171 1,132
25,672 22,290
Trade receivables are non-interest bearing and are generally on terms of 30 to 90 days. For AASB 1060.114,
terms and conditions relating to related party receivables, refer to  Note 27 . 198(b) ()
Expected credit losses of trade receivables recognised amounted to $185,000 during the year AASB 1060.119(c)
ended 31 December 2022 (2021 : $76,000).
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13. Trade receivables continued

COVID-19 commentary

Large-scale business disruptions may give rise to liquidity issues for some entities and consumers. Changes
in credit quality of loan portfolios and trade receivables (amongst other items) as a result of  COVID-19 in
prior years and its declining impact in 2022 in many countries may have a significant influence on an
zna~a~-"CO z®!zx3zy x"zy~2 ¢¥00O =ZXa> £zvO©« z£zuwa(C

A number of regulators have published guidance on the regulatory and accounting implications of  the
impact of the COVID19. In March 2020, the IASB published a document, for educational purposes, entitled
Accounting for expected credit losses applying IFRS 9 Financial Instruments in the light of current
uncertainty resulting from the covid-19 pandemic to help support the consistent application of accounting
standards on expected credit losses. The document is broadly consistent with the guidance from the
regulators and emphasises that IFRS 9 does not set bright lines or a mechanistic approach to determining
when there is a significant increase in credit risk (SICR), nor does it dictate the exact basis on which entities
should determine forward looking scenarios to measure expected credit losses.

Entities should consider the following in updating their ECL ca Iculations due to COVID19:

3  The use of reasonable and supportable information. Given the unprecedented circumstances, it is
critical that entities provide transparent disclosur e of the critical assumptions and judgements used to
measure the ECL

3 Re-segmentation of loan portfolios or groups or receivables

3 Individual and collective assessment of loans, receivables and contract assets. In order to accelerate
the detection of such changes in credit quality not yet detected at an individual level, it may be
appropriate to adjust ratings and the probabilities of default on a collective basis, considering risk
characteristics such as the industry or geographical location of the borrowers

3  Changes in payment terms. If payment terms are extended or reduced in light of the current economic
circumstances, the terms and conditions of the extension or reduction will have to be assessed to
determine their impacts on the ECL estimate

The ECL calculation and the measurement of significant deterioration fluctuation in credit ri sk both
incorporate forward -looking information using a range of macroeconomic scenarios and , as such, entities
need to reassess the inputs to their provision matrix used to calculate ECLs. Uncertainties in market trends
and economic conditions may persist due to COVID19, which may impact actual results which differ
materially from the estimates in ECL.

14. Inventories

GEG 2021

$000 $000

Restated

Raw materials (at cost) 6,240 7,136

Work in progress (at cost) 13,357 9,722

Finished goods (at lower of cost and net realisable value) 6,430 6,972
Total inventories at the lower of cost and net realisable

value 26,027 23,830

Cost of inventories sold to customers amounting to $13 0,249 ,000 was recognised as an
expense during the year (2021 : $12 0,000 ,000).

During G E G $286,000 ( 2021 : $242,000) was recognised as an expense for inventories
carried at net realisable value.

COVID-19 commentary

Inventories might need to be written down to their net realisable value because of reduced movement in
inventory, lower commodity prices, or inventory obsolescence due to lower -than-expected sales.

AASB 102 Inventories requires that fixed production overheads are included in the cost of inventory based
on normal production capacity. Reduced production might affect the extent to which overheads can be
included in the cost of inventory.

Entities should assess the significance of any write -downs and whether they require disclosure in
accordance with AASB 1060 .

Disclosures about inventories, including the measurement bases used, assist users in understanding how
transactions, events and conditions are reflected in the financial statements and the sensitivity to change
At a minimum, entitie s will need to disclose the amount of any write -down of inventories recognised in
profit or loss, as well as any subsequent reversal of such write -downs.

Quiality Holdings (Australian SDS) Pty Ltd
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123(b)
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15. Financial assets and financial liabilities

15.1 Financial assets AASB 1060.44
GEG 2021
$000 $000
Derivatives not designated as hedging instruments
Foreign exchange forward contracts 640 ¢
Embedded derivatives 210 ¢
Equity investments at fair value through profit or loss 337 300
Financial assets measured at fair value through profit or loss 1,187 300 AASB 1060.113(a)
Equity in vestment s designated at fair value through OCI 1,038 898  AASB 1060.113(e)(i i)
Debt instruments at fair value through OCI 1,622 1,610  AASB1060.113(e)(i)
Financial assets measured at fair value through OCI 2,660 2,508
Derivatives designated as hedging instruments
Foreign exchange forward contracts (Note 15.3) 252 153 AASB 1060.120(b)
Financial assets measured at fair value 4,099 2,961
Cash and short-term deposits ( Note 12) 18,822 14,916
Trade receivables (Note 13) 25,672 22,290
Loans to related parties (Note 27) 213 8
Financial assets measured at amortised cost 44,707 37,214 AASB 1060.113(b)

The aggregate balance of financial assets measured at fair value and loans to related parties is
reflected in the statement of financial position as follows:

Current 551 153
Non-current 3,761 2,816
Derivatives not designated as hedging instruments  include: AASB1060.114

i. foreign exchange forward contracts that are not designated in hedge relationships, but
are, nevertheless, intended to reduce the level of foreign currency risk for expected sales
and purchases.

ii. embedded foreign exchange derivatives bifurcated from long -term sale contracts.

In G E G e Group entered int o long-term sale contract s with a customer in Canada. The
functional currency of the customer is USD. The selling price in the contract s is fixed and
set in Canadian dollars (CAD). The contract s require physical delivery and will be held for
the purpose of the delivery of the commodity in accordance with the buyer @ expected
sales requirements. The contract s have embedded foreign exchange derivative s that are
require d to be separated.

Equity investments at fair value through profit or loss include investments in listed equity
shares.

Equity investments designated at fair value through OCI include investments in equity shares

of non-listed companies. The Group holds non-contr olling interests (between 2% and 9%) in

these companies. The Group recognised $26,000 fair value remeasurement loss AASB 1060.119(a)(v)
(2021 : $10,000 gain) on these equity investments in OCI during the year.

Debt instruments at fair value through OCI include investments in quoted government and
corporate bonds . The Group recognised $13,000 fair value remeasurement loss

(2021 : $5,000 loss) on these debt instruments in OCland reclassified a $8,000 gain

(2021 : $4,000 loss) upon derecognition from accumulated OCI to profit and loss during
the year.

AASB 1060. 119(a)(vi)
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15. Financial assets and financial liabilities continued

15.2 Financial liabilities

Derivatives not designated as hedging instruments
Foreign exchange forward contracts
Embedded derivatives

Contingent consideration ( Note 6)

Financial liabilities measured at  fair value through profit or
loss

Derivatives designated as hedging instruments ( Note 15.3)
Foreign exchange forward contracts
Copper forward contracts
Interest rate swaps

Financial liabilities measured at fair value

Trade and other payables (Note 20)
Interest -bearing loans and borrowings (refer below)
Financial liabilities measured at amortised cost

GEG 2021
$000 $000
720 ¢
782 ¢
1,072 ¢
2,574 a
170 254
980 ¢
35 ¢
3,759 254
16,969 20,023
24,979 26,455
41,948 46,478

The aggregate balance of financial liabilities measured at fair value is reflected in the statement

of financial position as follows:
Current
Non-current

Derivatives not designated as hedging instruments  include:

i.  foreign exchange forward contracts that are not designated in hedge

and purchases.

2,953
806

254
a

relationships, but
are, nevertheless, intended to reduce the level of foreign currency risk for expected sales

ii. embedded commodity derivatives bifurcated from certain purchase contracts.

In G E G @e Group also entered into various purchase c ontracts for brass and chrome (for
which there is an active market) with a number of suppliers in South Africa and Russia. The
prices in these purchase contracts are linked to the price of electricity. The contracts have

embedded commodity swaps that are r equired to be separated.

Quiality Holdings (Australian SDS) Pty Ltd
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AASB 1060.113( d)

AASB 1060.114
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15. Financial assets and financial liabilities continued

15.2 Financial liabilities continued

Interest -bearing loans and borrowings consist of : AASB 1060.114

Interest rate Maturity GEG 2021
% $000 $000

Current interest -bearing loans
and borrowings
Lease liabilities (Note 18) 45-7.8 2023 455 418
Bank overdrafts BBSW+1.0 On demand 966 2,650
$3,700,000 unsecured bank loan Mar 202 2 to
(2021 : $3,600,000) BBSW+0.5 Nov 202 3 1,411 74
Total current interest -bearing
loans and borrowings 2,832 3,142
Non-current interest -bearing
loans and borrowings
Lease liabilities (Note 18) 45-7.8 2024-2035 2,706 2,553
8.25% secured loan of )
USDB,600,000 (Note 15.3) *LIBOR+0.2 31 May 2027 2,246 C
Secured bank loan BBSW+1.1 31 Jul 2027 9,339 8,872
$3,700,000 unsecured bank loan Nov 202 3 to
(2021 : $3,600,000) BBSW+0.5 Mar 2025 2,078 3,435
$5,809,000 bank loan 75 1 Jan 2025 c 5,809
Loan from a third -party investor in
Fire Equipment Test Lab Limited )
(Note 3) 11.0 2024 3,000 C
Convertible preference shares 11.6 2027 2,778 2,644
Total non -current interest -
bearing loans and borrowings 22,147 23,313
Total interest -bearing loans and
borrowings 24,979 26,455

* Includes the effects of related interest rate swaps.

Bank overdrafts
i}z wvoj ¥-z7y"v{?20O Vv  cash@abanksamoyntingto $966,000 as at ¥3d |

AASB 1060.117
December 2022 (2021 : $2,650,000) .

8.25% secured loan
i}z ¢¥voe ~©0 Ozx«"zy w v {~70©2 x}v' |z ¥-z" X
carrying value of $2,400,000 ( 2021 : Nil).

Secured bank loan

This loan has been drawn down under a six-year multi -option facility (MOF). The loan is

repayable wit hin 12 months after the reporting date but has been classified as long term

because the Group expects, and has the discretion, to exercise its rights under the MOF to
refinance this funding. Such immediate replacement funding is available until 31 July 2027.

The total amount repayable on maturity is  $9,500,000. The facility is secured by a first charge
¥-z" xz 2v-~ao ¥{ 2}z \dn&mathiDdy, with anaggregaie camrying ajue- o
of $9,500,000 as at 31 December 2022 (2021 : $8,900,000).

$5,809,000 bank loan
This loan has been transferred to the net balance of the liabilities held for sale  (see Note 10).
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15. Financial assets and financial liabilities continued
15.2 Financial liabilities continued

Convertible preference shares

At 31 December 2022 and 2021 , there were 2,500,000 convertible preference shares in
issue. Each share has a par value of $1 and is convertible at the option of the shareholders into
ordinary shares of the parent of the Groupon 1 January 202 4 on the basis of one ordinary
share for every three preference shares held .

AASB 1060.45(a)(iii)

Any preference shares not converted will be redeemed on 31 December 2027 at a price of
$1.20 per share.

The preference shares carry a dividend of 7% per annum, payable half -yearly in arrears on AASB 1060.45 (a)(v)

30 June and 31 December. The dividend rights are non -cumulative. The preference shares
rank ahead of the ordinary shares i n the event of a liquidation. The equity portion of these
shares amounted to $228,000 as at 31 December 2022 and 2021 .

Commentary

AASB 1060.114 requires an entity to disclose information that enables users of its financial statements to
evaluate the significance of financial instruments for its financial position and performance. For example,
for long -term debt such information would normally include the terms and con ditions of the debt
instrument (such as interest rate, maturity, repayment schedule, and restrictions that the debt instrument
imposes on the entity ).

COVID-19 commentary

Entities may have obtain ed additional financing, amend ed the terms of existing debt agreements or AASB 1060.118
obtain ed waivers if they no longer satisf ied debt covenants. In such cases, they will need to consider the

guidance provided in AASB 9 to determine whether changes to existing contractual arrangements

represent a substantial modification or, potentially, a contract extinguishment, which would have

accounting implications in each case. Furthermore, entities may need to determine whether a breach of

covenants will require non -current liabilities to be reclassified as current liabilities in their financial

statements .

Guarantees

Where guarantees are issued by governments for a below market rate fee, entities will have to assess

whether this constitutes a government grant to be accounted for and disclosed in accordance w ith

AASB 120 (Refer to Note 2.3(f) ). In performing such an assessment, entities will need to consider the level

of the interest rate offered to the borrower on the guaranteed loan and whether the economics of the

overall transa ction are providing a benefit to the lender, the borrower or to both. For example, if a benefit

to a lender from a below market -rate fee on a guarantee is required to be partially offset by a reduction in

the interest earned on the loan to the borrower, th e value of any government grant to the lender may be
reduced or eliminated. In such a case, the value of the grant accrues mainly to the borrower in the form of
abelowmarket-" vaz ¢¥va “z¢va~-oz a¥ al}lz w¥ "¥.7"CO x"zy-~?

Where such guarantees are provided at below market rates by holding companies or other group entities,
the initial benefit provided may need to be accounted for as an equity transaction between group entities.

15.3 Hedging activities and derivatives

Derivatives designated as hedging instruments

Cash flow hedges

Foreign currency risk

na @ a8}z \T¥«! CO ! ¥¢~xT 2¥ }zy|lz GJ: ¥{ 2}z AASB 1060.120(a),

of its total expected purchases in GBP over a 12 month period. The Group uses foreign 120()
exchange forward contracts as hedging instruments in cash flow hedges of forecast sales in US
dollars and forecast purchases in GBP. Key terms of these forward contracts are as follows: AASB 1060.114,
For highly probable forecast sales : 200
i.  Aggregate notional amount in Australian dollars : $15,800,000 ( 2021 : $14,600,000)
i. Average AUD/USD forward rate: 1.172 ( 2021 : 1.206)
iii. Settlement date: Various dates within the next 12 months
For highly probable purchases:
i.  Aggregate notional amount in Australian dollars : $7,960,000 ( 2021 : $6,950,000)
ii. Average AUD/GBP forward rate: 0.878 ( 2021 : 0.883)
ii. Settlement date: V arious dates within the next 12 months
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15. Financial assets and financial liabilities continued

15.3 Hedging activities and derivatives  continued

The forecasted transactions are highly probable and expected to occur at various dates within AASB 1060.122(a)
the next 12 months .
During the year ended 31 December 2022 , the Group recognised $287,000 hedging gain AASB 1060.122(c),

(2021 : $106,000) on the foreign exchange forward contracts in OCI and reclassified $28 6,000 122(d). 122(€)

hedging gain (2021 : $72,000) from OCI to profit or loss. There is no ineffectiven ess
recognised in profit or loss.

Commodity price risk

The Group purchases copper on an ongoing basis as its operating activities in the electronic AASB 1060.120(a),
division require a continuous supply of copper for the production of its  electronic devices. The 120(c)
increased volatility in copper price s over the past 12 months has led to the decision to enter

into co pper forward contracts.

These contracts, which commenced on 1 July 202 2, are expected to reduce the volatility of net AASB 1060.11 4,
profit attributable to copper price fluctuations. Key terms of these forward contracts are as 120(b)
follows:

i.  Aggregate notional amount in tonnes: 980,000

ii. Aggregate notional amount in Australian dollars: $5,600,000
iii. Average hedged rate in thousands of AUD per tonne : 5.75
iv. Settlement date: V arious dates within the next 9 months

Hedging the price volatility of forecast copper purchases is in accordance with the risk
management strategy outlined by the Board of Directors. The hedging relationships are for a
period between 3 and 9 months, based on existing purchase agreements. AASB 1060.122(a)

The Group recognised $915,000 hedging loss on the copper forward contracts in OCI  during AASB 1060.122
the year ended 31 December 2022 . Hedge ineffectiveness amount ing to $65,000 was ' 12%%)
recognised in profit or loss during th e same period.

Fair value hedge s

Interest rate risk

At 31 December 2022 , the Group had an interest rate swap agreement in place with a notional AASB 1060.114,
amount of USD3,600,000 ( $2,246,000) ( 2021 : Nil) whereby the Group receives a fixed rate of 120(b) 1122052)'
interest of 8.25% and pays interest at a variable rate equal to LIBOR+0.2% on the notional '
amount. The swap is being used to hedge the exposure to changes in the fair value of its fixed

rate 8.25% secured loan attributable to movements in interest rates

The decrease in fair value of the interest rate swap of $35,000 ( 2021 : Nil) has been recognised
o . o ; AASB 1060.121(a),
in finance costs and offset with a similar gain on the loan. 121(b)

Hedge of net investments in foreign operations

Foreign currency risk

Included in interest -bearing loans at 31 December 2022 was a borrowing of USD8,600,000 AASB 1060.120(a),
($2,246,000) which has been designated as a hedge of the net investment s in the two 120(b). 120(c)
subsidiaries in the United States, Wireworks Inc. and Sprinklers Inc. , beginning G E G Ghis

borrowing ~© wz ~a| «©zy 2¥ } zy| zhe ®gDiorelgre¥chahg@© z ®! ¥

translation risk on these investments. Gains of $278,000 on the retranslation of this borrowing AASB 1060. 122(c)
were transferred to OCI to offset any gains or losses on translation of the net investm ents in

the subsidiaries.

There is no ineffectiveness recognised in profit or loss. AASB 1060. 122(e)

Quiality Holdings (Australian SDS) Pty Ltd 84

Contents

c
§el
=
3}
=
°
o
S
5
=

Consolidated financial statements

Notes

0
Q
2
°
c
)
Q
Q
<

30 29 28 27 26 25 24 23 22 21 20 19 18 17 16 15 14 13 12 11 10

31









































































































