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Capral delivers a record earnings result, driven by
strong market demand

Capral Limited (ASX: CAA) (“Capral’), Australia’s largest extruder and distributor of
aluminium products, today released its financial results for the 12 months ending 31
December 2021 (FY?21). Capral delivered a record result well ahead of the prior year and
above the latest guidance.

Key highlights:

e Volume up 25% to 76,300 tonnes (FY20: 61,000 tonnes)

e Trading EBITDA? up 94% to $38.2 million (FY20: $19.7m), driven by strong market

conditions throughout the year

EBITDA $59.2 million (FY20: $47.2m)

NPAT $42.7 million (FY20: $25.9m) includes deferred tax benefit of $9.4m

Normalised! earnings per share at $1.80 (FY20: $0.72)

Strong balance sheet with net cash of $50.1 million

A fully franked final dividend of 50 cps declared, taking total dividends for FY2021 to

70 cps.

o Market share gains driven by growing “Australian Made” sentiment and import supply
chain disruption, and higher shipping costs.

e Acquisition of Smithfield (NSW) extrusion plant in February 2021

o Excellent safety performance

Market conditions rebounded strongly in the second half of 2020 and this continued
throughout 2021. Disruption to import supply chains and higher shipping costs lead to
increased demand on local extruders. In response, Capral increased head count and
operated its manufacturing plants at full available capacity, leading to high operating
leverage. This combined with robust margins drove earnings to record levels.

Commenting on the FY21 results, Capral’s Managing Director, Tony Dragicevich, said:

“l am very pleased with this result, particularly given the challenges of COVID throughout the
year. This performance is not only a reflection of strong market conditions, but importantly
delivers on the investments made in both our extrusion and distribution business units over
the last three years”.

Investor and analyst conference call

Capral will be hosting an investor and analyst briefing today, Friday 25 February 2022 at
11:00am (AEST). Following the presentation, participants will have an opportunity to ask
guestions. Participants can register for the conference by navigating to:
https://sl.c-conf.com/diamondpass/10019246-sam22ef.html

Mg&:géﬂg%& Please note that registered participants will receive their dial in number upon registration.

Approved and authorised for release by Capral’s Board.

15 Huntingwood Drive,
Huntingwood NSW 2148 For further information please contact:

PO Box 209, Corporate Investors
Parramatta CBD BC

NS Savali Ng Shiu - Capral Adrian Mulcahy - Market Eye
02 8222 0112 P: + 61 2 8222 0112 P: +61 3 9591 8902
02 8222 0130 E: investorrelations@capral.com.au E: adrian.mulcahy@marketeye.com.au

1 - For an explanation refer to the documents attached to this release.
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THE PRELIMINARY REPORT GIVEN TOASX UNDER LISTINGRULE 4.3A
Appendix 4E - Preliminary Final Report

Name of Entity | CAPRAL LIMITED |
ABN [ 78 004213692 |
Year Ended [ 31/12/2021 |

Reporting Period | 1 January 2021 to 31 December 2021 |

Previous Period | 1 January2020to 31 December2020 |

Results for announcement to the market

2.1

2.2
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8.0

31 December 31 December

2021 2020 Change Change
$'000 $'000 $'000 %
Revenues from ordinary activities 593,461 432,009 161,452 37.4
Profit from ordinary activities after
tax attributable to members 42,743 25,920 16,823 64.9
Net profit for the period attributable
to members 42,743 25,920 16,823 64.9
Dividends | 31 December 2021 | 31 December 2020 |
Imputed
Amountper Imputed amount | Amountper amountper
security per security security security
Interim Dividend 20 cents 20 cents - -
Final Dividend 50 cents 50 cents 45 cents 45 cents

Record date for determining entitlements to and the date for payments of the dividends (if any)
4 March 2022

Explanation of 2.1to 2.4

Please referto the Managing Director's Operations and Financial Review (included with this Report) for explanation of
the results.

Net Tangible Assets per security (Post-share consolidation)

31 December 2021 31 December2020
NTA ($ per share) 8.03 6.76
Number of shares 17,193,259 16,562,669

Entities over which control has been gained or lost
Not Applicable

Individual and total dividends

A final dividend in respect of the financial year ended 31 December 2020 was paid on 26 March 2021, at 45 cent per
ordinary share fully franked. A fully franked interim dividend of 20 cent per ordinary share was paid on 15 September
2021 inrespect of the financial yearthatended 31 December 2021. The Board declared that a final dividend of 50 cents
per ordinary share, fully franked, be paid on 25 March 2022.

Dividend or dividend reinvestment plans

The dividend reinvestmentplan (DRP) will be available. The DRP election date is 11 March 2022 and DRP shares wil
be issued on 25 March 2022.

Associates and joint venture entities

Not Applicable

Basis of Preparation of Preliminary Final Report

This Report has been prepared in accordance with ASX Listing Rule 4.3A and has been audited.
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Capral Limited 1
CHAIRMAN'S REPORT

Annual review

2021 presented many challenges as well as opportunities for Capral and its stakeholders. The strong shiftto local supply
resulting from disruptions to import supply chains and shipping congestion seen at the end of 2020 gathered momentum
throughout the year and, combined with Government assistance targeted to the residential construction market through
HomeBuilder and otherincentives, created unprecedented demand underpinning Capral’s strong growth in volumes in 2021.

The numerous challenges which the Company faced included; gearing up production capability through recruitment to
increase employee levels, adding operating shifts to meetand satisfy customer demand, and resolving supply and logistical
disruptions. | was particularly impressed by management's responses to all of these challenges whilst at the same time
grasping the opportunities created by the increased customer demand. Management has clearly driven these positive
responses throughoutthe entire Capral workforce.

| directshareholders to the Managing Director’'s Report and the Results Presentation released to the markettoday.
Financial performance

Revenues of $593 million were 37% higherthan the $432 million reported in 2020. Volume increased year on year by 25%.
The increase in aluminium supply pricesrose throughoutthe year as the LME Aluminium price rose to its highestlevelsin
13 years.

The revenue growth from increased volumes and higher prices (offset by higher raw material costs and operating costs)
combined with the ongoing operating efficiencies flowing from Bremer Park, and the profitable contribution from the
company’s extrusion plants including the newly acquired Smithfield plant, added significantly to this year’s profit. These
benefits will continue to contribute going forward. Higher productivity and operational leverage in all parts of the business
helped deliver a Trading EBITDA? of $38.2 million, 94% higherthan last year’s $19.7 million.

Reported Net Profit After Tax (NPAT) includes $9.4 million arising from recognition of deferred tax broughtto account (2020:
$3.0 million). NPAT was $42.7 million ($1.80 per share normalised?) compared to last year's $25.9 million ($0.72 per share
normalised?).

Whilst the substantial increase in revenues increased working capital as aresultof higher receivables and inventory and the
impact of higher LME prices, strong cash flows were another feature of Capral’s performance for the year. The Company
increased its net cash at 31 December 2021 by $1.0 million to $50 million. This was despite funding increased working
capital of $13.7 million, investing $9.5 million in fixed assets and $10.3 million for the Smithfield plant, and $10.9 million
returned to shareholders by way of dividends. Our strong cash position enables us to continue to balance our utilisation of
free cash between funding internal growth, investing in additional capacity and returning cash to our shareholders through
fully franked dividends.

Dividends

Our performanceover the pasttwo years demonstrates that our strategies are delivering value and that Capral is now better
placed to succeed through the various phases of the business cycle. Accordingly, Capral paid a fully franked interim dividend
of 20 cents pershare during the 2021 year and the resultforthe year supports an increase in the final fully franked dividend
forthe 2021 reporting period.

The Company has declared a fully franked final dividend of 50 cents per ordinary share (2020: 45 cents) to be paid on 25
March 2022 in respect of the financial yearended 31 December2021. The dividend will be paid to all shareholdersonthe
register of members as atthe Record Date of 4 March 2022. Our Dividend ReinvestmentPlan will be active for this dividend
with election to be made by 11 March 2022.

Safety

Our safety performance for the year under review delivered excellentresults which is especially pleasing given thatall of our
facilities experienced material increases in activity levels. The Company recorded 7.2 losttime injuries per 1 million hours
worked in 2021, well below peer comparatives. Capral's managementcontinues to roll outnew initiatives and prioritise safety
across every part of our business.

Sustainability
The environmentis a key priority for Capral. A full reporton our progressis included in the Sustainability Report.

Looking ahead

Itis mostencouraging to see thatthe increased level ofdemandenjoyedin 2021 has carriedinto 2022, and there are positive
signs that we are retaining a significant amount of the business which we secured over the last two years. Unfortunately,
COVID continuestoimpactour daily activities. Thanks to the dedication and excellent performance of our employees across
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Australia, we are now stronger than ever and well positioned to again deliver strong earnings for our shareholders. | direct
you to the Outlook section of the Managing Director’'s Reportfor details of our earnings guidance for2022.

Board changes

Capral continued its commitment to board renewal with the appointment of Mark White as an Independent Non -Executve
Director during the year. In addition,on 24 February 2022 we announced Bryan Tisher’s appointmentto the board, as well
as the forthcoming retirement of Phil Jobe at the conclusion of the AGM on 27 April 2022 after 13 years of executive and
non-executive service and contribution to Capral’s success.

We welcome both Mark and Bryan to Capral and their combined extensive business experience will make a significant
contribution to the Board. At the same time, we thank Phil for his dedication and supportduring his tenure . His contributions
and insights have beeninvaluable to the Board.

On behalf of the board | wish to thank all of Capral’s stakeholders for their tremendous supportduring 2021. We look forward
to delivering strong results in 2022. Thank you to all of my Capral colleagues for their tireless efforts throughout a record-
breaking year.

Rex Woed=wWard
Chairman

! Trading EBITDA is the Statutory EBITDA adjusted for significantitemsthatare material items of revenue or expense that
are unrelated to the underlying performance of the business. Capral believes that Trading EBITDA provides a better
understanding of its financial performance and allows for a more relevant comparison of financial performance between
financial periods. These items are LME and Premium revaluation, and one-off costs relating to restructuring that are non-
recurring in nature. Trading EBITDA is presented with reference to the Australian Securities and Investment Commission
Regulatory Guide 230 “Disclosing non-IFRS financial information” issued in December2011

2 Normalised Earnings Per Share is Basic Earnings Per Share adjusted for Income Tax Benefit ($9.4 million) and LME
Revaluation Gain ($2.8 million) on the same basis as Note 1 above

CHAIRMAN’S REPORT
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MANAGING DIRECTOR'S OPERATIONS AND FINANCIAL REVIEW

Highlights

Record earningsresult

Volume at 76,300 tonnes was 25% above last year

Market conditions and demand were strong throughoutthe year

Trading EBITDA? $38.2 million,up $18.5 million on lastyear

EBITDA $59.2 million, up $12.0 million on lastyear

Net ProfitBefore Tax $33.3 million, up $10.4 million on lastyear

Net Profit After Tax $42.7 millionincluding $9.4 million deferred tax benefit, up $16.8 million on lastyear
Normalised earnings per share at $1.80

Balance sheetstrong with net cash of $50.1 million

Fully franked final dividend of 50 cents per share declared, total FY21 dividends of 70 cents pershare
Acquisition of Smithfield (NSW) extrusion plantin February 2021

Excellentsafety performance with TRIFR 7.2

Financial Review

Market conditions rebounded strongly in the second half of 2020 and this continued throughout2021. In addition, disruption
to import supply chains and higher shipping costs lead to increased demand for local extrusion. In response, Capral
increased its workforce and operated its manufacturing plants at full available capacity leading to higher operating leverage
driving earningsto record levels.

The residential market remained buoyant on the back of government housing stimulus programs and is on track to record
233,0002starts in 2021, 25% above last year. Commercial construction was adversely impacted by COVID restrictions, but
our key industrial markets (manufacturing, transportand marine) remained strong, underpinned by high levels of economic
activity.

Local extrusion demand lifted by a shiftto local manufacture and away from imports. This growth was driven by; import
supply chain disruption, high international shipping costs, enforcement of anti-dumping measures, and a growing “Australia
Made” sentimentwith local supply providing customers the benefit of shorterand more reliable lead times.

The international LME price of aluminium rose rapidly from mid 2021 and was still rising at yearend. Capral’s average LME
cost for 2021 was 30% above last year, finishing the year 40% up, having reached 13 year highsin the fourth quarter. This
flowed through to higher selling prices and working capital levels which will continue into 2022.

In 2019 Capral completed a significantrestructure ofits largest manufacturing operation atBremer Park in Queensland. This
successfully transformed Capral’s business delivering permanent cost savings and increased operational efficiencies. These
benefits were evidentin 2021 with Bremer Park delivering a strong profit contribution to the group.

The acquisition ofthe GJames extrusion plantin Smithfield was completedin February 2021. The planthas been successfuly
integrated into Capral’s operations and moved from a one shift operation to two shifts mid year. Smithfield made a modest
positive profit contributionin 2021.

Capral delivered a record profit resultin 2021 with a Trading EBITDA" of $38.2 million (2020:$19.7 million) on 25% higher
volumes. EBITDA of $59.2 million (2020: $47.2 million) and a net profit before tax of $33.3 million (2020: $22.9 million). An
outstanding result.

Capral ended 2021 with a net cash balance of $50.1 million. Debtors collection performance remained good and inventory
levels were below plan at year end due to delayed shipments. Working capital levels lifted due to the impact of the higher
LME on debtors and inventory levels.

Capral will pay a fully franked final dividend of 50 cents per share and, together with the interim dividend of 20 cents per
share, lifts total FY21 dividends to 70 cents per share (FY20: 45 cents per share).

Key Initiatives and Strategies

Key high-level strategies remain consistent;
e Build on ourstrengths; product offer, scale, capability and our people
e Optimise whatwe do; improve productivity in all aspects of our business
e  Grow forthe future; develop new & innovative products, solutions and services

A key focus in 2022 will be increasing Smithfield to a three shift operation to lift Capral’s available extrusion capacity.
Recruiting the required numbers of operational employees in Sydney has been very challenging with the third shift now
targeted in the second quarter of 2022. This strategically important acquisition gives Capral an expanded manufacturing
presence in NSW, provides savings in freight costs, and improved service to customers. Smithfield continues to supply

MANAGING DIRECTOR’S OPERATIONS AND FINANCIAL REVIEW
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GJames with certain extrusions under a supply agreement and is also expanding its local customer base. The Smithfield
plantis expected to contribute moderate earnings growth in 2022.

Capralis installing a new paintline at its new Huntingwood (NSW) distribution centre during 2022. The other major capital
projectwill be the first stage of the Penrith extrusion plantupgrade with the rebuild of the extrusion press and hydraulics late
in 2022.

During 2022 we will continue to focus on growing Capral’s aluminium distribution b usiness with the objective of increasing
the volume and profitability of Capral’s directdistribution channel.

Fair Trade

Capral continuesto lead the local industry in the pursuitof fairtrade.
e Measureson Chinese importsin place until 2025
e Increased enforcementby Australian Border Force againstanti-circumvention activities
e Measuresin place againstcertain Malaysian and Viethamese suppliers

Market share gains have been made against imports over the last two years but they continue to represent a material
proportion of the total extrusion market which means we must remain vigilantin the pursuitof fair trade.

Safety

Safety First is the first of Capral’s key values. We continue to focus on risk assessment, training, systems and our safety
culture. Capral’s safety performance over the last two years has been excellent with a total reportable injury frequency rate
of 7.2 (2020: 5.8). This compares favourably with the peer average of 9.8 for listed building products manufacturers.

Sustainability

Capral advanced its commitment to its environmental obligations by forming a National Sustainability Committee last year
with employee representation across Capral’s operations. This has resulted in the development of Capral’s sustainability
four pillars and a roadmap to net zero by 2050. Refer to Capral’s Sustainability Report (pages 7 to 10).

Outlook

External forecasts for the residential marketremain positive, with starts expected to be 234,0002in 2022, on par with 2021,
and with significant work in the pipeline. The non-residential market is forecast to lift in 2022 after a COVID disrupted last
two years. The industrial markets are also expected to remain robustwith customers continuing to support local supply.

LME is unpredictable and volatile, and is subject to a number of international influences. Based on external forecasts, we
expect LME to come off its peaks during the first half but to remain at historically elevated levels throughout2022.

The overall market for Capral’s aluminium extrusion and rolled product is forecast to remain strong in 2022 and we expect
to retain a good proportion of marketshare gained from imports. Trading EBITDA" is forecast, absentany unforeseen events,
to be between $34 million and $38 million with EBITDA between $53 million and $57 million. On that basis Capral would be
in a position to continue the paymentof a franked dividend.

The focusin the year ahead will be to deliver benefits from the Smithfield acquisition, improve efficiencies in all our extr usion
operations, and grow our distribution business. We plan to enhance ourrange, service and quality to help grow our customer
base to deliver consistentvolume and profit growth into the future.

| wish to thank the Capral team for their tremendous contribution to the outstanding 2021 resultwhich was achieved during

the challenge of COVID restrictions. Capralisin a position to capitalise oniits strong foundation, maximise the opportunities
in the currentmarket, and develop the business for the long term.

-

-

Tony Dragicevich
Managing Director
25 February 2022

! Referto Trading EBITDA and Normalised EPS explanation in footnote to Chairman’s Report on Page 2
2 BIS Oxford Economics December 2021 forecast

MANAGING DIRECTOR’S OPERATIONS AND FINANCIAL REVIEW



BOARD OF DIRECTORS

Directors in office during the financial year and up to the
date of this report:

REX WOOD-WARD
Chairman of Board (Independent)
Appointed 6 November 2008

Chairman of the Board
Member of the Audit& Risk Committee
Member of the Remuneration & Nomination Committee.

Mr Wood-Ward has 45 years of experience in general
management, mergers and acquisitions, corporate
strategy and structuring, including in manufacturing and
distribution. Over his career he has been a director of over
10 publicly listed companies in Australia, the United
Kingdom and South Africa.

Directorships of other listed companies held in last 3
years before end of the Financial Year: None

GRAEME PETTIGREW FIPA, FAIM, FAICD
Non-executive director (Independent)
Appointed 18 June 2010

Chairman of the Remuneration & Nomination Commitee
Member of the Audit& Risk Committee.

Mr Pettigrew has held chief executive roles at CSR
Building Products Pty Ltd and Chubb Australia Ltd and he
retired as a non-executive director of Adelaide Brighton
Ltd. He has relevant experience in the construction and
building materials industry, as well as manufacturing and
distribution businesses.

Directorships of other listed companies held in last 3
years before end of the Financial Year: None

TONY DRAGICEVICH B. Comm A.C.A
Managing Director (Non-independent)
Appointed 15 April 2013

Mr Dragicevich joined Capral in January 2013 and
became the Managing Director and Chief Executive
Officer on 15 April 2013. Mr Dragicevich is an
experienced CEO and business leader who has been
involved in the improvement of a number of businesses,
having previously served as Managing Director of the
Wattyl Group, and as Chief Executive of GWA Bathroom
and Fittings, Managing Director of the Red Paper Group
and General Manager of Tasman Insulation.

Directorships of other listed companies held in last 3
years before end of the Financial Year: None

PHILIP JOBE B. Comm
Non-executive director (Independent)
Appointed 24 April 2009

Member of the Audit& Risk Committee
Member of the Remuneration & Nomination Committee.

Mr Jobe became a non-executive director following the
expiry of his term as Capral’s Chief Executive Officer and
Managing Director in April 2013. Before joining Capral,
Mr Jobe was the Executive General Manager of Boral
Limited's CementDivision, including Managing Director of
Blue Circle Southern Cement Pty Limited. This also
encompassed the role of Chairman of the Cement
Industry Federation. He also had executive responsibility
for Boral's expanding Asian construction materials
businesses.

Mr Jobe was previously Managing Director of Stegbar Pty
Limited from 1989 to 1994.

Directorships of other listed companies held in last 3
years before end of the Financial Year:None

KATHERINE OSTIN B. Comm, GAICD, F FIN, CA
Non-executive director (Independent)
Appointed 17 June 2020

Chairman of the Audit & Risk Committee from 17 June
2020.

Member of the Remuneration & Nomination Commitee
from 17 June 2020.

Ms Ostin is a Chartered Accountantand Company
Director of a number of listed and unlisted companies
where she also chairs the Audit & Risk Committees. She
has diverse experience in Audit& Risk management
having previously been a KPMG Audit and Assurance
Partner responsible fora wide range of listed and
unlisted companies. Ms Ostin has also previously been
non-executive director of a number of not-for-profit
organisations.

Directorships of other listed companies held in last 3
years before end of the Financial Year:

o Non-executive director of Swift Media Ltd:
1 October 2019 to 19 November2021.

. Non-executive director of Dusk Group Ltd:
16 September 2020 to date of this report.

. Non-executive director of 3P Learning Ltd:

6 August 2021 to date of this report.

MARK WHITE B. Comm
Non-executive director (Independent)
Appointed 1 September 2021

Member of the Audit & Risk Committee from 1 September
2021

Member of the Remuneration & Nomination Commitee
from 1 September2021.

Mr White has extensive experience in the aluminium and
building materials sectors. He is currently the General
Manager of Gove Aluminium Finance Limited. He also
has more than 10 years’ experience as an Executive
Director on the Board of Tomago aluminium smelter and
has held a number of senior positionsin CSR Limited’s
building products businesses and has over 20 years of
experience across a number of manufacturing
industries.

Directorships of other listed companies held in last 3
years before end of the Financial Year: None

BOARD OF DIRECTORS



BRYAN TISHER B. Eng, MBA, GAICD
Non-executive director (Independent)
Appointed 24 February 2022

Member of the Audit& Risk Committee
Member of the Remuneration & Nomination Committee.

Mr Tisher has extensive experience in the resources,
building materials and electrical products sectors. He is
currently the Chief Executive Officer of Legend
Corporation, an Australian leader in industrial and
electrical products and previously held senior positions at
QOrica, Boral and Rio Tinto.

Mr Tisher was the Managing Director of Orica Asia
responsible for manufacturing and distribution operations
covering 14 countries, and the Divisional Managing

6

Director of Boral Building Products responsible for the
Plasterboard Australia, Timber, Bricks, Roofing, Masonry
and Windows business units. He has had extensive board
experience as an Executive Chairman for six joint
ventures in Asia and the Boral Carter Holt Harvey
Softwood Manufacturing JointVenture at Oberon, and, as
a Non-Executive Director at Sustainable Timber
Tasmania and Cape York Enterprises.

Directorships of other listed companies held in last 3
years before end of the Financial Year: None

BOARD OF DIRECTORS



SUSTAINABILITY REPORT

A SUSTAINABLE FUTURE

During 2019 Capral launcheda new initiative establishing a Sustainability Committee to advance key sustainability strategies
throughoutits operations. As a result, Capral has committed to reach net zero emissions by 2050. This target will be based
on achieving net zero Scope 1 and Scope 2 emissions and is underpinned by emerging and breakthrough technology
options.

We recognise that in the world in which we live, Capral mustact wiselyto protectthe environmentand the broader society
while working in the interests of our stakeholders and customers. Capral recognises the United Nations Sustainable
Development Goals (SDGs) as a shared blueprintfor peace and prosperity for people andthe planet. Capral also recognises
that ending poverty and other social deprivations goes hand-in-hand with strategies thatimprove health and education within
our communities, reduce inequality, and encourage economic growth while tackling climate change .

As a major aluminium supplier our buying strategies and corporate activities will demonstrate the goal for Capral to work
towards sustainability best practice underpinned by acommitmentto the U nited Nations SDGs.

In our operations we continue to develop our position as a socially and environmentally aware organisation. We are
developing our policies and disclosure, committing to openness, and generating a positive impact on our customers,
employees, the environment, and our broader society. Our best practice approach will look for opportunities to integrate
circularity principles within our business models. We also understand our stewardship obligations and will use ourimpactto
enable stakeholderstoinvestin long-term, sustainable value creation.

We believe thatour sustainability approach and ongoing dedicationto launching new Capral sustainable solutions to address
customer and stakeholder needs will make a positive contribution to our business growth.

The United Nations Sustainable Development Goals (SDGs) set out a shared vision to end poverty, fightinequality and
injustice, and tackle climate change. We recognise the importance of all 17 interconnected SDGs. Capral is responding to
the UN’s call fora decade of action to deliver the global goals by setting out several specific commitments.

SDG

SDG Objective

Capral’s Commitment

13 oo

4

SDG 7 calls for affordable, reliable, and
sustainable energy for all by 2030 to
reduce the demand and depletion of the
world’s natural capital

We are committed to developing plans to adopt
renewable energy solutions across our sites

SDG 12 calls for substantial reduction of
waste through prevention, reduction,
recycling, and reuse

We are committed to reducing waste through our
manufacturing and distribution activities, including
supporting a circulareconomy

SDG 13 calls for the integration of climate
change measures into strategies and
planning by 2030

We continue to take action to reduce carbon
emissions from our manufacturing plants by
reducing energy consumption and developing
renewable energy sources

GOOD HEALTH
AND WELL-BEING

i

SDG 3 calls for ensuring health and well-
beingforall

We continue to promote and actively participate in
good health and well-being activities to raise
awareness of both physicaland mental health issues
with ouremployees

SUSTAINABILITY REPORT




OUR ROADMAP - On a path to a better tomorrow

In 2021 Capral introduced its Sustainability Roadmap embracing four pathways to a better tomorrow where Capral and its
employees can contribute to a more sustainable future. Capral’s Roadmap aligns with a number of the United Nations
Sustainable Development Goals (SDGSs).

Identify and implement strategies and processes to minimise the use of energy and
o Enel'gy develop sources of renewal energy
@ waste Reduce the amountof waste going to landfill by reuse, repurpose, and recycle

Identify and introduce ways to minimise the use of paper and ensure any paper used
is from sustainable sources

Source from ethical suppliers providing sustainable, nontoxic, biodegradable and
recycled products

THE ENVIRONMENT

At Capral we care forthe environment. We are committed to the efficientuse of resources and the reduction and prevention
of pollution and emissions. We believe that all environmental incidents are preventable.

We recognise that our activities, products, and services may impact on the environment and, as a responsible corporate
citizen, will work towards sustainable development that embodies life cycle thinking to reduce the demand and depletion of
our world’s natural capital.

In line with this commitmentwe will effectively manage our waste materials with a more circular vision of reduce — reuse -
repurpose, and disposal compliantwith environmental standards.

Capral is committed to maintaining an Environment Management System that incorporates requirements for planning,
implementation, and review based on a risk management approach. Capral manufacturing sites are certified to ISO14001
Environmental Management.

Capral acknowledges the importance of the impactof our operations on stakeholders by providing appropriate information
to employees, shareholders, governmentagencies and local communities.

Capral’s Scope 1 emissions are direct emissions primarily related to gas used in heating processes in our manufacturing
operations. Capral’s Scope 2 emissions is primarily electricity used in running our equipment, HVAC and lighting systems in
our manufacturing and distribution sites. Capral has undertaken a number of initiatives over the last five years which has
resulted in the reduction of its energy usage and emissions.

Capral's Extrusion Emissions Intensity

tCO e/tAl

2016 2017 2018 2019 2020 2021

Capral makes energy efficiency a priority in its capital plant upgrade considerations by assessing the environmental
implicationsin the design, purchase and commissioning phases. Key energy saving initiatives recently undertaken are:

» Installation of voltage optimisation system at Campbellfield
» Closure of energy intensive anodising line atBremer Park

SUSTAINABILITY REPORT
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Introduction of variable speed drives at Smithfield adopting EU guidance by using Ultra Low Harmonic (ULH)
technology

Renewable energy roof-top solar installation designed for installation at Campbellfield in early 2022
Manufacturing plants utilising cloud-based energy monitoring systems (SYMBOL) continuously assessing energy
consumption atindividual equipmentlevel

Majority of Capral sites have switched to LED lighting and sensing technology

YV VV V

Capral’semployees are encouragedto embrace an obligationto take due care and attention when performing their role and
to comply with directions given to ensure that environmental damage does notoccur. Capral’s Managers, Supervisors and
Team Leaders demonstrate sound environmental leadership and communicate clear environmental accountabilities and
expectations to their teams in the workplace. Employees actively participate in environmental audits and assessments,
corrective actions, and rehabilitation plans.

HEALTH AND SAFETY

Capral hasinvested significantly in centralising and standardisingits Safety systems under Capral’s Integrated Management
System (IMS) to ensure every level of the business understands associated risks and controls in its operations. This
approach has provided a consistent application of Capral’s IMS throughoutall sites.

Rather than focusing on an incident itself, Capral’s injury reduction philosophy is about understanding the behaviours of
people and workplace activity inconsistencies before incidents occur. All operational leaders are tasked with training and
developmentfunctionsto ensure their team can perform tasks without incidentand can freely speak up when something is
wrong. This approach hasled to a reduction in Capral’s reportable incidents and hours lost over the last six years.

By expanding an employee's ability to access expertmedical support staff to manage injury concerns, we have been able to
reduce incidents, minimise injury severity and improve recovery. Capral's preventative injury management approach has
reduced our total reportable injury frequency rate (TRIFR) over the last two years to below the industry average of 9.8 for
listed building products manufacturers.

Total Reportable Injury Frequency Rate

20

15

10

TRIFR

2006 2017 2018 2019 2020 2021

Capral’s IMS compels all sites to comply with safety, health, and environmental legislation under ISO 45001. IMS also
incorporates monitoring and improvement targeted at increasing employee lifespan and supporting SDG goal #3 “good
health and well-being”.

PEOPLE & COMMUNITY

Capralemploys around 1,000 people over 21 sites around Australia with around half of our employees covered by enterprise
agreements.

Our Values underpin how our businessis conducted:

SAFETY FIRST — Everyone is responsible. Injuries can be prevented. All jobs can be done

safely

CUSTOMER SUCCESS - Customers determine our success. Service and quality. Be responsive

PLAY FAIR — Be honest& respectful. Do the right thing by each other & the environment. Work as a team
e BETTER EVERY DAY - Continuousimprovement. Be innovative. Embrace change

e OWN IT - Be accountable. Feel empowered; Take pride in your work. Act boldly

Capral’s Code of Conductprovides a set of guiding principles for our people and promotes and respects the

SUSTAINABILITY REPORT
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benefits arising from workplace diversity. We strive to promote an environmentconducive to the employment of well qualified
people and ensure appropriate diversity in our workplace.

We understand thatcultural awareness and diversity creates a cohesive workplace. Capral also successfully sponsored two
employeesfor Australianpermanentresidency as skilled migrants play a pivotal role in assisting Capral to increase its depth
of knowledge and skills.

Understanding the skills, knowledge and the capabilities of our people is central to our business success. Capral has
partnered with the Australian Institute of Management (AIM) to develop a continuous learning and develop ment program
which adds to employee confidence and professional development. Through our AIM online training program employees are
given the opportunity to expand their knowledge and receive additional supportwhere needed.

Capral continues to work with community organisations making positive contributions across a broad spectrum of areas.
Company-wide initiatives included awareness campaigns for mental health through RU Ok? Day and men’s health through
Tievember, our version of Movember.

Locally Capral sites also supported charity organisations including:

e Allison Baden Clay Foundation — Strive to Be Kind
e Goodna Street Life Kids Christmas Party
e Disability Sportand Recreation Victoria

SUSTAINABILITY REPORT
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DIRECTORS’ REPORT

Your directors present their report on the consolidated entity consisting of Capral Limited (Capral) and the entities it
controlled at the end of, or during, the financial yearended 31 December 2021 (Financial Year).

Directors

The following persons were directors of Capral during the Financial Year and up to the date of this report:

Name Period Office Held

R. L. Wood-Ward 6 November 2008 - Date of this report
A. M. Dragicevich 15 April 2013 - Date of this report

P. J.Jobe 24 April 2009 - Date of this report

K. Ostin 17 June 2020 - Date ofthis report
G.F. Pettigrew 18 June 2010 - Date ofthis report

M. White 1 September 2021 - Date ofthis report
B. Tisher 24 February 2022 — Date ofthis report

Details of directors, their qualifications, experience, special responsibilities (including committee memberships) and
directorships of other listed companies held in the last three years before end of the Financial Year are set out on page 5.

Principal activities

During the Financial Year, the principal continuing activities of the consolidated entity consisted of the manufacturing,
marketing and distribution of fabricated and semi-fabricated aluminium related products.

Dividends

The Directors recommend thata final dividend of 50 cents per ordinary share (fully franked) be declared. The record date
forthe final ordinary dividend will be 4 March 2022, with paymentbeing made on 25 March 2022. Shareholders can choose
to receive their dividends as cash or reinvest for an equivalent number of shares under the Dividend Reinvestment Plan
(DRP). The DRP election date willbe 11 March 2022. The Board has decided to issue new shares to satisfy the DRP forthe
2021 final dividend. The DRP will be at a discount of 2.5% to the 5 days Volume Weighted Average Price (VWAP) calculated
from 7 March 2021 to 11 March 2021, both days included. Afinal dividend of 45 cents per ordinary share (fully franked) was
paidin March 2021 in respectof the 2020 financial year and an interim dividend of 20 cents per ordinary share (fully franked)
was paid in September 2021 in respect of the 2021 financial year, no other dividends or distributions have been paid during
the Financial Year.

Review of operations and financial position

A review of operations and financial position of the consolidated entity are referred to in the Managing Director's Operations
and Financial Review on pages 3 and 4.

Significant changes in the state of affairs

There were no significant changes other than the Smithfield business acquisition in the state of affairs of the consolidated
entity during the year.

Matters subsequent to the end of the Financial Year

No matter or circumstance other than those disclosed in Note 35 has arisen since the end of the Financial Year that has
significantly affected, or may significantly affect the consolidated entity's operations, the results of those operations or the
consolidated entity’s state of affairs in future financial years.

Likely developments, business strategies, prospects and risks

Information on likely developments, business strategies, prospects and risks are detailed in the Managing Directors
Operations and Financial Review on pages 3 and 4 and the Sustainability Reporton pages 7 and 10. Whilst Capral continues
to meet its continuous disclosure obligations, this report omits information where itwould be likely to result in unreasonable
prejudice to Capral. This includes information thatis commercially sensitive, is confidential or could provide a third party
with a commercial advantage (such asinternal budgets and forecasts).

Other information for members to make an informed assessment
Other than information set out in this report, there is no information that members would reasonably require to make an

informed assessmentof the operations, financial position, business strategies and prospects for future financial years of the
consolidated entity.

DIRECTORS’ REPORT
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Company Secretary

Ms K Bradley-Ware - Joint Company Secretary, B Comm,CPA,LLB

Ms Bradley-Ware has over 20 years of experience asa Company Secretary and CFO. Ms Bradley-Ware is an employee of
Company Matters Pty Ltd, a company secretarial service provider. Priorto joining Company Matters, Ms Bradley-Ware was
a Company Secretary and Chief Financial Officer at ASX listed Pan Pacific Petroleum Limited (ASX: PPP) and priorto that,
held various roles in accounting across a variety of differentindustries including credit reporting, telecommunications and
media.

Ms Bradley-Ware has provided supportto a large number of ASX companies including Elixinol Global Limited (ASX: EXL),
Energy Action Limited (ASX: EAX), People Infrastructure Ltd (ASX: PPE), as well as various Infrastructure Joint Ventures and
Private Companies.

Ms Bradley-Ware was appointed asa Company Secretary on 11 December 2020.

Mr T Campbell — Chief Financial Officer and Joint Company Secretary, B.Com (Hons), CA

Mr Campbell was appointed Chief Financial Officeron 1 June 2011.

Mr Campbellisamember of the Australiaand New Zealand Institute of Chartered Accountants.

Prior to joining Capral, Mr Campbell held various executive positions at UXC, Macsteel and The South African Breweries.
Mr Campbell was appointed as a Company Secretary on 8 March 2019.

Directors' meetings

The numbers of directors' meetings (including meetings of committees) held, and the number of meetings attended, by each
director during the Financial Year, are as follows:

Remuneration &

Director Board Audit & Risk Committee Nomination Committee
Held Attended Held Attended Held Attended

R.L. Wood-Ward 12 12 3 3 2 2

A.M. Dragicevich 12 12 3 3t 2 21

P.J. Jobe 12 12 3 3 2 2

K. Ostin 12 12 3 3 2 2

G.F. Pettigrew 12 12 3 3 2 2

M. White 3 3 1 1 1 1

! Attended meeting(s) in an ex-officio capacity

DIRECTORS’ REPORT
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Directors' interests and benefits
Ordinary Shares

Details of holdings of ordinary shares in Capral for the directors (including former directors who held office during the
Financial Year) at the beginning and end of the Financial Year and at the date of this report are as follow s:

Name Position Ordinary shares fully paid in the Company
Balance at Balance at Balance at date of
1.1.2021 31.12.2021 this report

Director and
Chairman of the
R.L .Wood-Ward Board - - R

A.M. Dragicevich Managing Director 346,066 444,029 444,029
P.J. Jobe Director 270,016 270,016 270,016
K. Ostin Director - - -
G.F. Pettigrew Director - - -
M. White Director - - -
B. Tisher Director - - -

! Acquired 39,460 as part of 2021 STI program on 5 May 2021. Acquired 24,045 as part of Dividend Reinvestment Plan on 26 March
2021. Allotted 34,458 as vesting of 2018 LTI rights on 6 May 2021.

In addition to the interests shown above, indirectinterests in Capral shares held by the Managing Director, Mr. Dragicevich
are as follows:

Mr A. M. Dragicevich

Balance at Balance at Balance at date
Nature of other interests 1.1.2021* 31.12.2021 of this report
Performance rights 254,330 267,3002 267,300

! Shown as post 3 November 2020 share consolidation quantity
238,872 performance rights lapsed on 1 March 2021; 34,458 performance rights were vested on 1 March 2021and 86,300 performance
rights were issued on 28 April 2021

Unissued shares or interests under option

At the date of this report, there are 754,310 (2020: 700,000) unissued shares or interests under option. Refer to sections
1 to 3 of the Remuneration Reportand Note 38.

DIRECTORS’ REPORT



REMUNERATION REPORT (AUDITED)

This report sets out Capral’s remuneration of its directors
and executives. It also details the actual remuneration of its
key management personnel (including the directors) during
the Financial Year.

Section 1: The Remuneration Framework
(a) Key Principles

Capral’s remuneration framework and practices are based
on the principles that remuneration is performance driven,
aligns with shareholder interests, provides market
competitive remuneration that attracts qualified and
experienced candidates, and retains and motivates
employees.

The variable components of remuneration (short and long
term) are driven by challenging targets focused on both
external and internal measures of financial and non-financial
performance. Details of performances measures are setout
in sections 1(g) and 1(h) below. Executive remuneration is
aligned with shareholder interests via an emphasis on
variable (incentive) remuneration, the award of which is
linked to performance benchmarks that support business
strategies and future success. A significant proportion of
executive remuneration is at-risk. Details of the link between
performance and remuneration is set out in section 4.

(b) Role of Remuneration & Nomination Committee

The Remuneration & Nomination Committee is responsible
for reviewing and making recommendations to the Board of
Directors (the Board) on remuneration policies for Capral
including, in particular, those governing the directors
(including the Managing Director) and executive managers.
The Committee operatesin accordance with its Charter.

Remuneration of the Managing Director and certain
executive managers is reviewed at least annually by the
Remuneration & Nomination Committee  and
recommendations are put to the Board for its approval.
Short- and long-term incentives are linked to performance
criteria. The Board can exercise its discretion in relation to
approving bonuses and incentives. Changes must be
justified by reference to measurable performance criteria
and having regard to Capral’s overall financial performance
and other special circumstances.

The Remuneration & Nomination Committee may seek
independent advice as appropriate in setting the structure
and levels of remuneration based on the principle that the
elements of remuneration should be set at an appropriate
level having regard to market practice for roles of similar
scope and skill. No remuneration recommendations have
been made by remuneration consultants in relation to the
Financial Year. Capral has reviewed generally available
market information regarding remuneration, as outlined
further below.

(c) Performance Planning and Review

Capral has a Performance Planning and Review (PPR)

process to evaluate and discuss performance and

development plans at least annually with salaried
employees. This PPR process covers:

. An agreement of objectives for the year ahead and
the setting of key performance measures against
which the achievement of those objectives will be
assessed. These are set by reference to financial
targets and key business strategies.

. A review of performance against the previously
agreed objectives forthe period underreview.
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o Employee commentand feedback.
. Short- and long-term training and development
needs and career aspirations.

The PPR process ensures that there is better understanding
of Capral's objectives thereby increasing the likelihood of
theirachievement. ltalso enables managers to evaluate and
develop employee skills and performance and identify future
developmentneeds.

(d) Non-executive Directors

The structure of Capral's non-executive director
remunerationis distinctfrom thatapplicable to the Managing
Director and other senior executives.

Remuneration of non-executive directorsis established at a
level that enables Capral to attract and retain high quality
directors at a reasonable cost. Remuneration of non-
executive directors and theirterms of office are governed by
Capral's constitution and not by contract.

Remuneration of non-executive directors is allocated out of
the pool of funds, the limit of which is approved by
shareholders in general meeting; the fee pool limit is
currently $500,000 per annum. Each non-executive director
is entitled to the payment of an annual fee in cash and
superannuation contributions for their services. Additional
fees are not paid for sitting on Board committees; however,
the extra responsibility of the Chairman of the Board and
committees is recognised by the payment of a higher fee.
The fees for the non-executive directors are regulary
reviewed having regard to generally available market
information and are currently considered to be similar to
those paid at comparable listed companies. Non-executve
directors do not receive any shares, options or other
securities as part of their remuneration however they are
eligible to participate in Capral's equity incentive plans,
although none currently participate. There are no schemes
for retirement benefits (other than statutory superannuation
payments).

(e) Senior Management Remuneration

The remuneration policy for the Managing Director and
executives seeks to attract and retain people with the
required capabilities to lead Capral in the achievement of
business objectives and focus on delivering financial and
non-financial measures.

Remunerationis reviewed annually, and approved changes
applied from 1 March.

The Remuneration & Nomination Committee reviews the
remuneration arrangements of the Managing Director, his
direct reports and certain other executive managers. The
Managing Director reviews the remuneration arrangements
of the other members of senior management, based on the
recommendations of his directreports.

For the Managing Director and other senior management,
remuneration consists of a fixed annual salary and
superannuation (refer to section 1(f) below) plus at-risk
components comprised of a shortterm incentive plan (STIP)
(refer to section 1(g) below) and a long term incentive plan
(LTIP) (referto section 1(h) below).

The proportions of fixed and at-risk remuneration are
established for the Managing Director and other senior
managementrelativeto their position in Capral. As a general
guide, at-risk remuneration is 50% for the Managing
Director, 25% for executive managementand 10%-20% for
other senior managers, forthe achievementof 'target'goals.

DIRECTORS’ REPORT



® Fixed remuneration

The level of the total employment cost (being base salary
plus superannuation) (TEC) is determined having regard to
job responsibilities, skills, experience, and performance.
Salaries are reviewed annually, with any changes applied
from 1 March. Fixed remunerationof executivesis generally
targeted at marketmedian.

The fixed remuneration of the Managing Director is
determined by the Board having regard to other ASX listed
companies in building product related industries, his
particular skills and previous remuneration, experience and
capability to lead Capral in delivering financial targets and
executing key business strategies. It forms part of his
executive employment contract and is subject to annual
review. The fixed remuneration ofthe Managing Director has
notincreased since March 2019.

The Board has reviewed generally available market
information regarding fixed remuneration of the key
managementpersonnel forover 10 ASX listed companiesin
either building productrelated industries or with comparable
revenues and market capitalisation. The fixed remuneration
of Capral’s key management personnel is generally in line
with this group.

The fixed remuneration of Capral’s other key management
personnel has not increased since March 2019.

(9) Short Term Incentives

Capral’s short-term incentive schemes are designed to
encourage participants to assist Capral in achieving
continuous improvement by aligning their interests with
those of Capral and its stakeholders and rewarding them
when key performance measures are achieved.

For the Financial Year, there were 3 short term incentive
programs:

(1) Short Term Incentive Plan (STIP): The Managing
Director and senior employees have the opportunityto eam
a cash and deferred equity incentive, based on a specified
percentage of TEC dependent on each individual's level of
responsibility. The actual incentive earned is based on the
achievementof financial and non-financial objectives.

(2) Bonus scheme: other salaried employees can earn fixed
payments, as approved by the Managing Director, for
achieving key performance measures setby their managers
and outlined in the employee'sindividual PPR.

(3) Sales incentives: Sales employees participate in
quarterly sales incentive programs in relation to revenue,
gross margin, and debtor days targets.

STIP is weighted 70% to financial objectives and 30% non-
financial objectives. Asummary of STIP is setoutin the table
below:

Frequency Awards determined annually with
paymentmade in the March following
the end of the performance year.

Financial - Trading EBITDA for Capral and

Measures (for relevant General/Divisional

Managers) Business Units (30%).
Key financial threshold measure
as reflects underlying earnings
after excluding the impact of
external economic factors such as
the volatility of global aluminium
prices and the unrealised impact
of foreign exchange rate
fluctuations.

Non-financial
Measures

Assessment
of
performance
against
measures

Discretionary
override

Service

condition

Clawback of
awards

Deferral
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- Net Profit After Tax for Capral
(15%). Aligned to ability to pay
dividends.

- Free Cash Flow for Capral (15%).
Selected to ensure effectiveness
of cash management.

- 9% Working Capital to Annualised
Sales for Capral and (for relevant
General/ Divisional Managers)
Business Units (10%). Selected to
ensure effectiveness of capital
management.

Specific individual objectives are set
to reflect measurable and numeric
(where possible) strategic initiatives
and profit and safety improvement
objectives. The key individual
objectives include performance to
customers, sales targets/growth,
productivity and operational
improvements, key projects and cost
improvements. The weightings are
generally 5% however may be higher
or lower depending on importance to
company performance.

Performance  against financial
measures is assessed after the end of
each financial year based on Capral's
financial results. The performance
against non-financial measures is
assessed as part of the PPR process.
The Managing Director, in
consultation with senior managers, is
responsible for recommending to the
Board the amount of STIP, if any, to
be paid.

Payments are subject to the
achievement of applicable Capral,
Divisional or Regional minimum
annual Trading EBITDA targets.
Stretch payments are notmade where
target financial metrics are notmet.

The Board retains absolute discretion
regarding payments having regard to
Capral’s overall financial position and
other special circumstances thathave
arisen during the year (ie
normalisation or clawback). The
intent however is to minimise the
exercise of discretionary adjustments
to the planned outcomes set at the
start of the year. Material adjustments
would be disclosed.

The Managing Director is eligible to
receive a pro-rata payment where his
employmentis terminated other than
for cause. Other employeeswho leave
Capral part way through a
performanceperiod are noteligible for
a paymentfor that period.

In the event of fraud, misstatementor
misrepresentation of the financials,
the Board may exercise its discretion
to withhold some or all of a payment
before it is made or recover some or
all of payments already made.

Any ‘Stretch’ STIP payments (after
tax) to the Managing Director and
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Executive Team is satisfied by Capral
Shares and held in escrow for 3 years.
These shares can be issued or
acquired on market (priced at the 12-
month Volume Weighted Average
Price (VWAP) as at the end of the
performance period) as determined by
the Board. There is no deferred cash/
equity component for other STIP
participants. The Board introduced
deferred equity in 2018 to further
strengthen alignment of Caprals
executive managers with
shareholders.
Plan review The STIP design is reviewed at least
annually by the Remuneration &
Nomination Committee and approved
by the Board. The Managing Director,
in consultation with senior managers,
is responsible for recommending to
the Board the STIP financial targets.
The non-financial objectives are
approved by the Managing Director.
The Managing Director’s non-financial
targets are established and approved
by the Board.

The Managing Director and key management personnel are
eligible for the following awards of STIP relative to TEC:

Position % of TEC
Minimum  Target  Stretch
Managing Director 25% 50% 100%

Chief Financial Officer 12.5% 25% 50%
Where objectives can be financially measured, ‘Minimum’ is
generally set around 15% below Board approved Budget.
‘Target is generally setaround Board approved Budgetand
‘Stretch’ is generally set 30% above Budget.

The Board has reviewed available market informaton
regarding short term incentive schemes of the key
managementpersonnel forover 10 ASX listed companiesin
either building productrelated industries or with comparable
revenues and market capitalisation. The Board considers
that Capral’s short-term incentive scheme is generally in line
with this group.

(h) Long Term Incentives

Capral’s long-term incentive plan (LTIP) was designed to
strengthen the alignmentof the interests of senior managers
with shareholders and supporta culture of share ownership
and shareholderwealth. It also aimsto provide competitive
remuneration for the retention of specifically targeted
members of seniormanagement.

The Managing Director, Mr Dragicevich, was granted 78,330
performance rights following shareholder approval in April
2019and 102,670 performance rights following shareholder
approval in April 2020. During the Financial Year, an
additional 86,300 performance rights were granted to Mr
Dragicevich following shareholder approval in April 2021.

On the recommendation of the Managing Director to the
Remuneration & Nomination Committee, selected senior
executives participate in LTIP.

A summary of LTIP for the Managing Director and other
senior executivesis set out below:

Frequency
Type of award

Amount of
award

Performance
period &
vesting dates

Performance
conditions
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Awards determined annually.
Performance rights subjectto service
requirements and vesting criteria. If
the conditions are met, shares will be
issued around the vesting date.

The Managing Director is eligible to
receive additional annual issues of up
to 50% of the value of TEC, subjectto
shareholderapproval.

The value of individual awards for all
other participating senior executives is
generallylessthan 30% of TEC.

As a matter of practice, the aggregate
amount of each annual award to all
Executives is about 1.5% of issued
capital and the number of rights
awarded is based on the 12 month
Volume Weighted Average Price
(VWAP) as at the start of the
performance period.

3 years with 31 December testing
dates.
2019 award: vesting date of 1 March
2022.
2020 award: vesting date of 1 March
2023.
2021 award: vesting date of 1 March
2024.

Performance rights granted under

LTIP are subject to the participant

remaining employed by Capral at the

vesting date and the achievement of
the following performance conditions:

- 50% of rights are subject to an
EPS performance condition. The
actual EPS performance is
measured over a 3-year period,
must meet, in aggregate, the 3
annual targets combined. The
EPS condition is calculated each
year as follows: Net Profit After
Tax Target as specified by the
Board for that year (adjusted for
any extraordinary items approved
by the Board) divided by weighted
average number of securities on
issue during the year. The Net
Profit After Tax Target used for
this condition is set at least at
minimum Budgetlevel. The Board
may adjust EPS to normalise
results and exclude the effects of
material business acquisitions/
divestments and certain one-off
costs; any material adjustments
would be disclosed. The number
of rights that may vest is set out in
Table B below.

- 50% ofrights are subjecttoa TSR
performance condition as against
the entities with ordinary shares
and units (as the case may be)
included in the S&P/ASX All
Ordinaries Index as at 1 January
in the year of grant but excluding
those companies who are
classified in the Global Industry
Classification Standard sector
number 40. The number of rights
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which may vest is setoutin Table
A below.

Refer to the explanation above (LTIP)
regarding the setting of the EPS
condition and the use of EPS and TSR

tests.
Assessment Performance against the EPS and
of TSR conditions are assessed at the
performance end of the 3-year period (31
against Decembertesting date).
measures There is no re-testing of EPS or TSR

conditions. Vested rights convert on
the relevant vesting date a one-for-
one basis to ordinary shares.
Unvested rights lapse.
Treatment of If employment ceases all unvested
awards on rights will immediately lapse.
cessation of However, if the cessation relates to
employment the redundancy or permanent
disability / death of the employee or
other reason determined by the Board
then the Board has absolute discretion
to determine that some or all of the
rights vest.

The Board has discretion to allow
awardsto vest on a change of control.
In exercising this discretion, the Board

Treatment of
awards on
change of

control is not bound to award all shares.

Dividend/ Thereisno entittementto dividends on
participation performance rights during the vesting
rights period or to participate in respect of

issues of sharesto shareholders.

In the event of fraud, misstatementor
misrepresentation of the financials,
the Board may exercise its discretion
to forfeitsome or all of the award prior
to the issue of shares orrecover some
or all of the award already made.

Clawback of
awards

Plan review The LTIP design is reviewed at least
annually by the Remuneration &
Nomination Committee and approved
by the Board. The Managing Director
makes recommendations to the
Remuneration & Nomination
Committee regarding the proposed
LTIP award participants and the
amountof the entittements.

Vesting of rights subject to the TSR and EPS performance
conditions at each testing date is determined in accordance
with Tables A and B respectively below:

Table A
Percentile of TSR % Rights Vesting
< 50th None
50th 50
> 50th and < 75th Between 50 and 100 (pro rata)
> 75th 100
Table B
EPS Target % Rights Vesting
> 5% below target None
5% below target 50
< 5% belowtargetto Between 50 and 100 (pro rata)
10% above target

>10% abovetarget 100
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The Board has reviewed generally available market
information regarding long term incentive schemes of the
key management personnel (including the Managing
Director) for over 10 ASX listed companiesin either building
product related industries or with comparable revenues and
market capitalisation. The Board considers that Capral's
long-term incentive scheme is generally in line with this
group.

(i) Anti-Hedging Policy

Capral’'s personnel are not permitted to enter into
transactions with securities (or any derivative thereof) which
limit the economic risk of any unvested entittements
awarded under any Capral equity-based remuneration
scheme currently in operation or which will be offered by
Capral in the future. As part of Capral's due diligence
undertaken atthe time of the financial results, participants in
any Capral equity plan are required to confirm thatthey have
not entered into any such prohibited transactions.

Section 2: Actual Remuneration  of
management personnel

key

During the Financial Year there were a number of
remuneration outcomes. The expensed remuneration is set
out in detail in the remuneration table below however in
summary the key outcomes were as follows:

(@) Remuneration

No general pay increases were implemented for executives.
Total expensed remuneration for the key management
personnel (including the directors) remained largely
unchanged as compared to the prior year.

(b) STIP
STIP payments in respect of the 2021 year are higher than
the prioryear.

(c) LTIP

86,300 performance rights were granted to the Managing
Director in April 2021 following shareholder approval (2020:
102,670) and 164,700 rights were granted under the 2021
LTIP award to executivesin March 2021 (2020:180,650).

Performance rights granted to the Managing Director and
executives under LTIP awards were tested after the year
end with the outcomes detailed in section 3 below. No
JobKeeper benefit had been taken into account in
determining LTIP calculation.

For the financial year ending 31 December 2022, Capral

intends to:

e increase the fixed remuneration of the Managing Director
and executives by an average of 2%; and

e grant further performance rights under the LTIP to the
Managing Director (subjectto shareholder approval) and
selected senior managers.
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(d) Remuneration Table - key management personnel

The following table sets out the remuneration of the key management personnel (including the directors) during the Financial Year and the 2020 financial year.
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The key management personnel of the consolidated entity are the non-executive directors, Managing Director and Chief Financial Officer/Company Secretary. These people have the
authority and responsibility for planning, directing and controlling the day-to-day activities of Capral.

Post - Other long- Termination Total
Short-term employee benefits employment term benefits? Share-based payments Total |performance
benefits benefits related
] Non -
Name Year Title Salary and monetary Super- DeferredPerformance
fees Bonus! benefits Annuation® Equity? Rights3

$ $ $ $ $ $ $ $ $ %]

Directors
A.M. Dragicevich 2021 Managing Director 690,000 357,500 - 26,650 332,400 192,535 1,599,085 55
2020 Managing Director® 684,688 357,500 - 24,808 308,100 78,209 1,453,305 51
R.L. Wood-Ward 2021 Chairman 120,000 - - 11,703 - - 131,703 -
2020 Chairman* 109,616 - - 10,414 - - 120,030 -
2021 Non-executivedirector 60,000 - - 5,852 - - 65,852 -

P.J. Jobe
2020 Non-executive director* 54,808 - - 5,207 - - 60,015 -
K. Ostin 2021 Non-executivedirector 70,000 - - 6,827 - - 76,827 -
2020 Non-executive director” 35,714 - - 3,393 - - 39,107 -
. 2021 Non-executivedirector 70,000 - - 6,827 - - 76,827 -

G.F. Pettigrew

2020 Non-executive director* 63,942 - - 6,074 - - 70,016 -
M. White 2021 Non-executive director® 20,000 - - 2,000 - - 22,000 -

DIRECTORS’ REPORT




19

*

Capral's key management personnel (other than directors).

Post - Other long- o Total
. Termination
Short-term employee benefits employment term 2 Share-based payments Total [performance
. : benefits
benefits benefits related
) Non -
Name Year Title Salary and monetary Super- DeferredPerformance
fees Bonus! benefits annuation Equity’ Rights?®
$ $ $ $ $ $ $ $ $ %
Executives
T. Campbell * 2021 CFO/ Co. Sec. 401,000 106,250 - 24,981 - - 98,250 65,847 665,600 39
2020 CFO/Co. Sec.® 401,000 106,250 - 24,000 - - 93,450 32,836 657,536 35
Total 2021 1,431,000 463,750 - 84,840 - - 430,650 258,382 2,668,622
Total 2020 1,378,602 463,750 - 76,635 - - 401,550 111,045 2,431,582
1 All bonus amounts are on an accrual basis.
2 Termination benefits include leave accrued and payments made in lieu of notice at the end of employment with Capral.
3 All LTIP performance rights listed are securities that have not yet vested. In relation to the performance rights of the key management personnel refer to Note 38 of the financial statements.
4 Due to COVID-19 in 2020 pandemic crisis, Capral directors had their remuneration reduced by 25% for 9 fortnights.
5 Due to COVID-19 in 2020 pandemic crisis, Mr Dragicevich had his hours reduced by 25% via a combination of annual leave reduction and leave without pay.
6 Mr Blair resigned as director on 17 June 2020 and due to COVID-19 pandemic crisis, Mr Blair had his remuneration reduced by 25% for 9 fortnights pro-rata.
7 Mrs Ostin was appointed as a director on 17 June 2020 and due to COVID-19 pandemic crisis, Mrs Ostin had her remuneration reduced by 25% for 9 fortnights pro-rata.
8 Mr White was appointed as a director on 1 September 2021.
9 Due to COVID-19 pandemic crisis, Mr Campbell has had his hours reduced by 20% via annual leave reduction.
1 Superannuation guarantee percentage has been changed from 9.5% to 10.0% from 1 July 2021.
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Section 3: Performance rights, Options and bonuses provided as compensation
Performancerights - Managing Director

During the Financial Year and the financial year ended 31 December 2020, performance rights were granted as
equity compensation benefits underthe LTIP, to the Managing Director as disclosed as atbalance date below. The
performance rights were granted atno cost to him.

86,300 performance rights were granted to the Managing Director in April 2021 following shareholder approval.
These rights have a vesting date of March 2024.

102,670 performance rights were granted to the Managing Director in April 2020 following shareholder approval.
These rights have a vesting date of March 2023.

78,330 performance rights were granted to the Managing Director in April 2019 following shareholder approval.
These rights have a vesting date of March 2022. The EPS condition (39,165 rights) was tested as at 31 December
2021. Capral achieved the EPS condition and consequently 39,165 rights will vest in March 2022. The TSR
condition (39,165 rights) was also tested as at 31 December 2021. Capral’s relative TSR performance over the
period from January 2019 to December 2021 was in the 89™ percentile and thus 100% of the rights subjectto the
TSR condition will vest in March 2022. Consequently, a total of 39,165 rights will vest and convert into Capral
shareson a 1 for1 basis as at 1 March 2022.

73,330 performance rights were granted to the Managing Director in April 2018 following shareholder approval. A
total of 38,872 rights lapsed and a total of 34,458 rights vested and converted into Capral shareson a 1 for1 basis,
as at 1 March 2021.

Fair value
per right at
Grant grant date Test
Tranche No. Grant date $) date Lapsed No. Vested No.
2021 Offer
A. Dragicevich 28/04/2021
EPS 50% 43,150 $6.43 31/12/2023 - -
TSR 50% 43,150 $5.17 31/12/2023 - -
Total 2021 Offer 86,300 - -
2020 Offer
A. Dragicevich 29/04/2020
EPS 50% 51,335 $1.56 31/12/2022 - -
TSR 50% 51,335 $2.04 31/12/2022 - -
Total 2020 Offer 102,670 - -
2019 Offer
A. Dragicevich 16/04/2019
EPS 50% 39,165 $3.00 31/12/2021 Nil (39,165)
TSR 50% 39,165 $2.10 31/12/2021 Nil (39,165)
Total 2019 Offer 78,330 Nil (78,330)
2018 Offer
A. Dragicevich 19/4/2018
EPS 50% 36,665 $3.60 31/12/2020 (36,665) -
TSR 50% 36,665 $3.00 31/12/2020 (2,207) (34,458)
Total 2018 Offer 73,330 (38,872) (34,458)
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Performancerights — other key management personnel

During the Financial Year and the financial year ended 31 December 2020, performance rights were granted as
equity compensation benefits under the LTIP, to certain executives including key management personnel as
disclosed as at balance date below. The performance rights were granted atno cost to the participants.

164,700 performance rights were granted underthe 2021 LTIP award to executivesin March 2021. These rights
have a vesting date of March 2024.

180,650 performance rights were granted underthe 2020 LTIP award to executivesin March 2020. These rights
have a vesting date of March 2023.

141,660 performance rights were granted underthe 2019 LTIP award to executivesin March 2019. These rights
have a vesting date of March 2022. The EPS condition (70,830 rights) was tested as at 31 December2021. Capral
achieved the EPS condition and consequently 70,830 of these rights will vest in March 2022. The TSR condition
(70,830rights) was also tested as at 31 December2021. Capral’srelative TSR performance over the period from
January 2019 to December 2020 was in the 89" percentile andthus 100% of the rights subjectto the TSR condition
will vest in March 2022. Consequently, a total of 70,830 rights will vest and convert into Capral shares on a 1 for
1 basisas at 1 March 2022.

123,360 performancerights were granted under the 2018 LTIP award to executivesin March 2018. A total of 65,393
rights lapsed and a total of 57,967 rights vested and converted into Capral sharesona 1 for 1 basis, as at 1 March
2021.

Fair value
perright at
Grant grant date Test

Other KMP/Offer Tranche No. Grantdate %) date Lapsed No. Vested No.
2021 Offer
T.Campbell 25,700 03/03/2021 -

EPS50% 12,850 $5.49 31/12/2023 -

TSR50% 12,850 $4.18 31/12/2023 -
Total 2021 25,700 -
2020 Offer
T.Campbell 30,670 03/03/2020 -

EPS50% 15,335 $2.82 31/12/2022 -

TSR50% 15,335 $2.10 31/12/2022 -
Total 2020 30,670 -
2019 Offer
T.Campbell 21,670 22/03/2019 -

EPS50% 10,835 $3.15 31/12/2021 Nil (10,835

TSR 50% 10,835 $2.25 31/12/2021 Nil (10,835
Total 2019 21,670 Nil (21,670)
2018 Offer
T.Campbell 16,670 06/03/2018 -

EPS 50% 8,335 $3.90 31/12/2020 (8,335)

TSR 50% 8,335 $3.60 31/12/2020 (502) (7,833]
Total 2018 16,670 (8,837) (7,833,
Options

No options were issued under the LTIP during the Financial Year and the financial yearended 31 December 2020.
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Equity grants during the Financial Year

Details of the performance rights granted, as well as the movementduring the Financial Yearin rights previously
granted,to Key ManagementPersonnel are as follows:

2021 - Granted as
Performance Held at start compensation Other Held at end of
sharerights of year Lapsed Vested Changes year
A Dragicevich 254,330 86,300 (38,872) (34,458) - 267,300
T Campbell 69,010 25,700 (8,837) (7,833) - 78,040
323,340 133,340 (47,709) (42,291) - 354,340

The non-executive directors hold no performance rights.

Bonuses

During the Financial Year and the financial yearended 31 December 2020, STIP bonus payments were made to
the Managing Director and key management personnel. The Managing Director's STIP payments for 2021 and
2020 equated to 96% and 93% (respectively) of his TEC (above the Capral Trading EBITDA? ‘target’ level detailed
in section 1 above) and the Board considersitappropriate havingregard to the achievement of certain key financial
measures as well as critical non-financial measures regarding customers, capital projects, anti-dumping activities
and other strategic plans. The otherkey managementpersonnel’s STIP payments were 48% and 47% of TEC for
2021 and 2020 respectively (above the Capral Trading EBITDA? ‘target’ level detailed in section 1 above).

The percentages of bonus accrued and forfeited (as a result of notmeeting the performance criteria at ‘target’ level)
during the Financial Year and the financial yearended 31 December 2020 are disclosed below:

% of compensation for the

% of bonus year consisting of STIP
2021 accrued % of bonus forfeited bonus?
Executives
A. Dragicevich 193 - 49
T. Campbell 192 - 32
% of compensation for the
% of bonus year consisting of STIP
2020 accrued % of bonus forfeited bonus?
Executives
A. Dragicevich 186 - 48
T. Campbell 188 - 32
Note:

1 Total compensation used for calculating % purposes excludes equity compensation benefits under the LTIP and termination benefits.

2 Trading EBITDA (non-IFRS measure) is EBITDA adjusted foritems assessed as unrelated to the underlying performance of the
business and allows for a more relevant comparison between financial periods. Any JobKeeper related benefit have been excluded in
full and not taken into account for any financial measure.

3 Bonuses relating to a financial year are payable in the following financial year.
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Shareholdings of Key Management Personnel - fully paid ordinary shares of the Company

Details of the holdings of Capral’s ordinary shares of key management personnel during the Financial Year are
as follows:

Received on
vesting of
performance Other
Held at rights/ changes
start of Granted as exercise of during the Held at end of
2021 year compensation options year year
Directors
R.L. Wood-Ward - - - - -
AM. Dragicevich 346,066 39,460" 34,4587 24,045° 444,029
P.J.Jobe 270,016 - - - 270,016
K. Ostin - - - - -
G.F. Pettigrew - - - - -
M. White - - - - -
Executives
T.Campbell 24,953 11,970" 7,8332 4,201° 48,957
641,035 51,430 42,291 28,246 763,002

1 Deferred equity acquisition as part of 2020 STIP plan.
2 Acquired on vesting of performance rights in March 2021.
3 Acquired through DRP

Section 4: Relationship between remuneration and company performance

There is a link between company performance and executive reward. For the Financial Year and the previous 4
financial years, Capral has made STIP payments based upon the achievement of performance (financial and non-
financial) measures.

Whilst continuing to ensure that Capral attracts and retains qualified, experienced and motivated employees in
accordance with the remuneration policy by remunerating employees at a competitive level, Capral has placed
more emphasis on at-risk remuneration in order to align remuneration of the employees to the performance of
Capral and encourage shareholder wealth.

During the Financial Year and the previous 4 financial years (2017-2020), Capral's financial performance was as
follows, with the minimum targets (M) that were set forthe 2021 STIP financial measures also shown:

Year Ended 31 Dec 2021 (A) 2021 (M) 2020 (A) 2019 (A) 2018 (A) 2017 (A)
Trading EBITDA $000* 38,157 19,200 19,668 11,021 14,268 18,409
Free Cash Flow $000 17,2292 5,000 20,7528 4754 1,573 8,883
Net (Loss)/Profit $000 33,3132 11,800 11,4643 3,1054 6,415 12,085
% Working Capital to 10.70 13.50 13.21 14.68 13.92 13.89
Annualised Sales

Dividend - cents per share 70.0 - 45.0 15.0 45.0 375
Basic earnings/ (loss) - cents 179.70? 69.56 69.513 19.26% 40.11 76.20
per share

Share price (closing) $ 9.47 n/a 5.95 3.45 3.60 4.50

Note:

Any JobKeeper related benefit received in 2020 have been excluded in full and not taken into account

! Trading EBITDA (non-IFRS measure) is Statutory EBITDA adjusted for items assessed as unrelated to the underlying performance of the business
and allows for a more relevant comparison between financial periods.

2 Free Cash Flow, Net Profit and Basic Earnings per share adjusted to exclude Deferred Tax Benefit of $9.430 million, property revaluation $3.074
million and LME revaluation ($2.829 million).

3 Free Cash Flow, Net Profit and Basic Earnings per share adjusted to exclude Deferred Tax Benefit of $3.048 million and other one-off items of
$0.499 million.

4 Free Cash Flow, Net Profit and Basic Earnings per share adjusted to exclude Restructuring Cost and other one-off items of $7.345 million.

In the Financial Year, Capral’s Trading EBITDA and Net Profit After Tax were all significantly above 20 20 levels.
The minimum targets were surpassed in all instances and as a result, STIP will be payable to Capral key
management and other senior personnel. Discretionary Bonusses will also be payable to other qualifying
employees. At a Divisional and Regional level minimum Trading EBITDA measures were achieved in all business
units, and there were mixed results relating to Working Capital and sales volume measures.
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Section 4: Relationship between remuneration and company performance (Cont’'d)

The following provides examples of other key measures (that are not commercially sensitive) used to assess
executive performance:

Performance Area Measure Outcome

Safety

Customers

Production

Reduction in total reportable injury Rate improved significantly and
frequency rate Group Stretch targets were met

Hours lost & return to work hours  Stretch performance targets met
lost from injuries

Volume retention/ growth Sales areas met most of the
specific growth and revenue targets
as well as margin measures.
Performance varied by region/
division

Operational efficiency Manufacturing plants met most of
their operational efficiency/
improvementtargets

Supply Chain Supply chain and inventory Initiatives were generally achieved

People

reduction programs

AL & LSL balance reduction Overall leave balance reduction
initiatives were not achieved.
Performance varied by region/
division

Anti-dumping Pursue anti-dumping campaign Overall the outcomes were

Costs

successful.

Costreduction initiatives Many of the specific cost and
expense reduction initiatives were
achieved. Performance varied by
region/division

The 2021 STIP payments are higher than those paid in 2020, aligned to financial performance. There isa clear link
between financial performance and the level of STIP awarded.

LTIP islinked to Capral’s performance as the value of the performance rights awarded depends on Capral’s share
price and dividend payments, and whether the awards vest relate to earnings growth and Capral’s relative TSR
performance. There is a linkbetween Capral’s performance and the vesting of rights under LTIP awards. In this

regard:

. In 2021:

>

Capral’srelative TSR performance over the period from January 2019 to December 2021 achieved
the 89" percentile, above the minimum 50" percentile. Consequently, 100% or 109,995 of the rights
subject to the TSR condition that were awarded in 2019 to executives will vest and convert into
Capral shares.

Given earningsin,2019,2020 and 2021, the aggregate EPSresult forthe 3 year period to 2021 was
285.16 cents per share againstan aggregate targetof 156.04 cents per share and therefore the EPS
condition of the 2019 award was achieved. Consequently, 100% or 109,995 of the rights subject to
the EPS condition of the 2019 award will vest and convert into Capral shares.

. In 2020:

>

Capral’srelative TSR performance over the period from January 2018 to December 2020 achieved
the 72™ percentile, above the minimum 50" percentile. Consequently, 93.98% or 92,425 of the
rights subjectto the TSR condition that were awarded in 2018 to executives vested.

Given earningsin,2018,2019 and 2020, the aggregate EPS result forthe 3 year period to 2020 was
128.92 cents per share againstan aggregate targetof 147.13 cents per share and therefore the EPS
condition of the 2018 award was not achieved. Consequently, no rights subjectto the EPS condition
of the 2018 award will vest and convert into Capral shares.
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Section 5: Summary of Key Employment Contracts

Details of the key contract terms forthe Managing Director and other key managementpersonnel as at the end of
the Financial Year are as follows:

Contract Details A. Dragicevich T. Campbell
Expiry date No fixed end date No fixed end date
Notice of termination by Capral 6 months 6 months

Notice of termination by

employee 6 months 6 months

Termination payments (in lieu of 6 months salary plus accrued but 6 months salary. STIP entittement

notice) unpaid STIP (pro rata for forincomplete financial yearsis
incomplete financial year). subjectto Board discretion

In addition, unvested LTIP rights
may vest if employmentis
terminated by Capral other than for
cause.6 weeks annual leave per
annum.
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Environmental regulations

Manufacturing licences and consents required by
laws and regulations are held by the consolidated
entity at each relevant site as advised by consulting
with relevant environmental authorities. All
applicationsforand renewals of licences have been
granted and all consents have been given by all
relevantauthorities.

Directors' and officers' indemnities and
insurance

Under Capral's constitution, Capral is required to
indemnify, to the extent permitted by law, each
director and secretary of Capral against any liability
incurred by that person as an officer of Capral. The
directors listed on pages 5 to 6 and the secretary
listed on page 12 have the benefitof this indemnity.
During the Financial Year, Capral paid a premium for
directors’ and officers’ liability insurance policies
which cover current and former directors, company
secretaries and officers of the consolidated entity.
Details of the nature of the liabilities covered and the
amount of the premium paid in respect of the
directors' and officers' insurance policies are not
disclosed, as such disclosure is prohibited under the
terms of the contracts.

Indemnities to auditors

In respect of non-audit services provided in relation
to reviews of consulting and compliance advice
during the Financial Year, Deloitte Touche
Tohmatsu, Capral's auditor, has the benefit of an
indemnity (including in respectof legal costs) for any
third party claim in connection with the use,
distribution or reliance on their work (except to the
extent caused by the wilful misconduct or fraud of
Deloitte Touche Tohmatsu, or where it has agreed
that the third party may rely on the work or it may be
usedin a publicdocument).

Proceedings on behalf of Capral

No person has applied to the Court under section
237 of the Corporations Act for leave to bring
proceedings on behalf of Capral, or to intervene in
any proceedings to which Capral is party, for the
purpose of taking responsibility on behalf of Capral
for all or part of those proceedings. No proceedings
have been brought or intervened in on behalf of
Capral with leave of the Court under section 237 of
the Corporations Act.

Non-audit services

Capral may decide to employ the auditor on
assignments additional to their statutory audit
services where the auditor's expertise and
experience with the consolidated entity are
important.
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The Board has considered this position and in
accordance with the advice received from the Audit
& Risk Committee, itis satisfied thatthe provision of
these services during the Financial Year by the
auditor is compatible with, and did not compromise,
the general standard of auditor independence
imposed by the Corporations Act for the following
reasons:

(2) the non-audit services provided do not
involve reviewing or auditing the auditor’s
own work and have not involved partners or
staff acting in a management or decision-
making capacity for Capral or in the
processing or originating of transactions;

2 all non-audit services and the related fees
have been reviewed by the Audit & Risk
Committee  to ensure complete
transparency and that they do not affectthe
integrity and objectivity of Deloitte Touche
Tohmatsu; and

3) the declaration required by section 307C of
the Corporations Act 2001 confirming
independence has been received from
Deloitte Touche Tohmatsu.

Details of the amounts paid or payable to Capral's
auditor (Deloitte Touche Tohmatsu) for audit and
non-audit services provided during the Financial
Year are set out in Note 33 of the financial
statements.

Auditor's independence declaration

The auditors' independence declaration as required
under section 307C of the Corporations Actis setout
on page 27.

Rounding of amounts

Capral is a company of the kind referred to in ASIC
Corporations Instrument 2016/191, dated 24 March
2016, and in accordance with that ASIC
Corporations Instrument amounts in the Directors'
Report and the Financial Report are rounded off to
the nearest thousand dollars, unless otherwise
indicated.

Signed in accordance with a resolution of directors
made pursuantto section 298(2) of the Corporations
Act 2001.

On behalf of the directors

-

-

A. M. Dragicevich
Managing Director

e

m/
R. T7Wood-Ward
Chairman

Sydney
25 February 2022
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Deloitte Touche Tohmatsu

— ABN 74 490 121 060
e o I e Eclipse Tower
60 Station Street
Parramatta
Sydney, NSW, 2150

Australia

Tel: +61 2 9840 7000
www.deloitte.com.au

The Board of Directors
Capral Limited

Level 4

60 Philip Street
Parramatta NSW 2150

Dear Board Members,
Auditor’s Independence Declaration to Capral Limited

In accordance with section 307C of the Corporations Act 2001, | am pleased to provide the following declaration
of independence to the directors of Capral Limited.

As lead audit partner for the audit of the financial report of Capral Limited for the year ended 31 December
2021, | declare that to the best of my knowledge and belief, the only contraventions of:

e The auditor independence requirements of the Corporations Act 2001 in relation to the audit; and

e Any applicable code of professional conduct in relation to the audit.

Yours faithfully

K eloit Touche Tohmatou

DELOITTE TOUCHE TOHMATSU

X Delaney

Partner

Chartered Accountant
Parramatta, 25 February 2022

Liability limited by a scheme approved under Professional Standards Legislation.

Member of Deloitte Asia Pacific Limited and the Deloitte organisation.
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER
COMPREHENSIVE INCOME

forthe financial yearended 31 December 2021
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- . 2021 2020
Continuing operations Note $'000 $'000
Salesrevenue 550,854 406,721
Scrap and other revenue 42,607 25,288
Revenue 3 593,461 432,009
Other income 3 2,723 2,985
Raw materials and consumables used (376,398) (266,419)
Employee benefits expense 2 (96,895) (75,402)
Depreciation and amortisation expense 2 (20,170) (18,352)
Finance costs 2 (5,760) (6,030)
Freight expense (13,675) (12,038)
Occupancy costs 2 (4,087) (3,249)
Repairs and maintenance expense (6,978) (5,642)
Restructuring costs 2 - 173
Other expenses (38,908) (25,163)
Profit before tax 33,313 22,872
Income tax benefit 4 9,430 3,048
Profit for the year 42,743 25,920
Other comprehensive income
ltems that will not be reclassified
subsequently to profit or loss
Gain onrevaluation of properties 3,074 -
Other comprehensive income for the year 3,074 -
Total comprehensive income for the year 45,817 25,920
Earnings per share ($ per share) ($ per share)
Basic earnings per share 26 2.52 157
Diluted earnings per share 26 2.42 151

The above consolidated statementof profit or loss and other comprehensive income shouldbe read in conjunction

with the accompanying notes.

FINANCIAL STATEMENTS



CONSOLIDATED STATEMENT OF FINANCIAL POSITION

as at 31 December2021
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Note 2021 2020
$°000 $°000
ASSETS
Current assets
Cash and cash equivalents 7 50,132 49,396
Trade and otherreceivables 8 96,290 66,250
Inventories 9 130,507 79,130
Other financial assets 31 (c) - -
Prepayments 10 723 2,517
Total current assets 277,652 197,293
Non-current assets
Deferred tax assets 11 15,335 5,905
Property, plantand equipment 14 53,195 38,814
Right-of-use assets 17 75,313 70,776
Other intangible assets 15 700 321
Goodwill 16 3,070 -
Total non-current assets 147,613 115,816
Total assets 425,265 313,109
LIABILITIES
Current liabilities
Trade and other payables 19 139,037 77,242
Lease liabilities 20 15,810 13,528
Provisions 21 18,798 14,820
Other financial liabilities 31 (c) 67 1,615
Deferredincome 22 213 127
Total current liabilities 173,925 107,332
Non-current liabilities
Lease liabilities 20 87,730 82,948
Provisions 21 6,485 4,639
Total non-current liabilities 94,215 87,587
Total liabilities 268,140 194,919
Net assets 157,125 118,190
EQUITY
Issued capital 23 430,588 426,965
Reserves 24 69,888 44,006
Accumulated losses 24 (b) (343,351) (352,781)
Total equity 157,125 118,190

The above consolidated statementof financial position should be read in conjunction with the accompanying

notes.
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CONSOLIDATED STATEMENT OF CASH FLOWS

forthe financial yearended 31 December 2021

Note 2021 2020
$000 $'000
Cash flows from operating activities
Receipts from customers 622,566 471,524
Paymentsto suppliers and employees (575,577) (413,864)
46,989 57,660
Interest and other costs of finance paid (5,260) (5,511)
Net cash provided by operating activities 36(ii) 41,729 52,149
Cash flows from investing activities
Payments for property, plantand equipment (9,181) (3,986)
Payments forintangible assets (368) -
Payments for purchase of a business 40 (10,302) -
Interest received - 2
Proceeds from sale of property, plantand
equipment 131 29
Net cashflows used in investing activities (19,720) (3,955)
Cash flows from financing activities
Payments of dividends 25 (20,870) (2,422)
Proceeds from dividend reinvestmentplan 3,494 1,221
Payments for share purchase — employee share plan (273) -
Paymentof lease liabilities excluding financing
component 36(iv) (14,951) (15,092)
Net cashflows used in financing activities (22,600) (16,293)
Net (decrease)/increasein cash and cash
equivalents (591) 31,901
Cash and cash equivalents at the beginning
of the financial year 49,396 17,938
Effectof foreign exchange rate changes 1,327 (443)
Cash and cash equivalents at the end of the
financial year 36(i) 50,132 49,396

The above consolidated statementof cash flows should be read in conjunction with the accompanying notes.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
forthe year ended 31 December2021

Equity-settled Asset
Fully paid compensation Employee share revaluation Dividend Accumulated

Note ordinary shares reserve reserve reserve Reserve* losses Total

$'000 $'000 $'000 $'000 $'000 $'000 $'000

Balance as at 1 January 2020 425,744 10,874 - 1,014 23,130 (367,736) 93,026
Profitforthe year - - - - 10,965 14,955" 25,920
Total comprehensive profitforthe year - - - - 10,965 14,955" 25,920
Share-based payments expense - 445 - - - - 445
Shares issued - dividend reinvestment plan 1,221 - - - - - 1,221
Dividends paid - - - - (2,422) - (2,422)
Balanceas at 31 December 2020 426,965 11,319 - 1,014 31,673 (352,781) 118,190
Balance as at 1 January 2021 426,965 11,319 - 1,014 31,673 (352,781) 118,190
Profitforthe year - - - - 33,313 9,430" 42,743
Total comprehensive profitforthe year - - - 3,074 33,313 9,430" 45,817
Share-based paymentsexpense - 590 - - - - 590
Shares issued - dividend reinvestment plan 3,494 - - - - - 3,494
Shares issued - employee escrow shares 129 - - - - - 129
Employees shares on-market purchase - - (225) - - - (225)
Dividends paid 25 - - - - (10,870) - (10,870)
Balance as at 31 December 2021 430,588 11,909 (225) 4,088 54,116 (343,351) 157,125

*Dividend reserve represents undistributed profits since the financial year 2010.

~JobKeeperbenefit(2020: $11.907 million) and income tax benefit (2021: $9.430 million; 2020: $3.048 million) in relation to deferred tax assets on tax losses are excluded from dividend
reserve.

The above consolidated statementof changesin equity should be read in conjunction with the accompanying notes.
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NOTES TOTHE FINANCIAL STATEMENTS

forthe financial yearended 31 December 2021
la. General Information

Capral Limited (the Company) is a public listed company incorporated and operating in Australia. The Companys
shares are quoted on the Australian Securities Exchange (ASX Code: CAA).

The Company's registered office and its principal place of business is as follows:
Registered office & principal place of business

71 Ashburn Road
Bundamba

QLD 4304

Tel: (07) 3816 7000

The principal continuing activities of the consolidated entity consistof the manufacturing, marketing and distribution
of fabricated and semi-fabricated aluminium related products.

1b. Adoption of new and revised Accounting Standards

In the current year, the Group has applied the below amendments to AASB Standards and Interpretations issued
by the Board that are effective foran annual period that begins on or after 1 January 202 1. Theiradoption has not
had any material impacton the disclosures or on the amounts reported in these financial statements.

AASB 2020-8 Amendments to Australian Accounting Standards — Interest Rate Benchmark Reform —Phase 2
AASB 2020-1 Amendments to Australian Accounting Standards — Classification of Liabilities as Current or Non-
currentand AASB 2020-6 Amendments to Australian Accounting Standards — Classification of Liabilities as Current
or Non-current— Deferral

AASB 2021-2 Amendments to Australian Accounting Standards — Disclosure of Accounting Policies and Definition
of Accounting Estimates

AASB 2021-5 Amendments to Australian Accounting Standards — Deferred Tax related to Assets and Liabilites
arising from a Single Transaction

NOTES TO THE FINANCIAL STATEMENTS



1c. Significant accounting policies
Statement of Compliance

The financial reportis a general purpose financial report
which has been prepared in accordance with the
Corporations Act 2001, Accounting Standards and
Interpretations, and complies with other requirements of
the law.

The financial reportincludes the financial statements of
the Company and the financial statements of the Group.
For the purpose of preparing the consolidated financial
statements,the Companyis a for-profitentity.

Accounting Standards include Australian equivalents o
International Financial Reporting Standards (‘A-IFRS").
Compliance with A-IFRS ensures that the financial
statements and notes of the Group comply with
International Financial Reporting Standards ('IFRS’).

The financial statements were authorised for issue by
the directors on 25 February 2022.

Basis of Preparation

The financial reporthas been prepared on the basis of
historical cost, exceptforthe revaluation of certain non-
current assets and financial instruments. Costis based
on the fair values of the consideration given in
exchange for assets. All amounts are presented in
Australian dollars, unless otherwise noted.

The Company is of a kind referred to in ASIC
Corporations Instrument 2016/191, dated 24 March
2016, issued by the Australian Securities and
Investments Commission, relating to the "rounding off"
of amounts in the financial report. Amounts in the
financial report have been rounded off in accordance
with that ASIC Corporations Instrument to the nearest
thousand dollars, or in certain cases, the nearestdollar
as indicated.

The following significantaccounting policies have been
adopted in the preparation and presentation of the
financial report:

(a) Basis of Consolidation

The financial statements incorporate the financial
statements of the Company and entities (including
special purpose entities) controlled by the Company
(andits subsidiaries) (referred to as 'the Group' in these
financial statements).

Controlis based on whether an investor has:
e powerover the investee
e exposure,or rights, to variable returns from
its involvementwith the investee, and
e the ability to use its power over the investee
to affectthe amountof the returns.

The results of the subsidiaries acquired or disposed of
during the year are included in the consolidated
statement of profit or loss and other comprehensive
income from the effective date of acquisitionor up to the
effective date of disposal, as appropriate.

Where necessary, adjustments are made to the
financial statements of subsidiaries to bring their
accounting policies into line with those used by other
members of the Group. All intra-group transactions,
balances, income and expenses are eliminated in full
on consolidation.
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(b) Borrowing Costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which
are assets that necessarily take a substantial period of
time to get ready for their intended use or sale, are
added to the cost of those assets, until such time as the
assets are substantially ready for their intended use or
sale. Investment income earned on the temporary
investment of specific borrowings pending their
expenditure on qualifying assets is deducted from the
borrowing costs eligible for capitalisation. All other
borrowing costs are recognised in profitor loss in the
period in which they are incurred.

(c) Business Combinations

Acquisitions of subsidiaries and businesses are
accounted for using the acquisition method. The
consideration for each acquisition is measured at the
aggregate of the fair values (atthe date of exchange) of
assets given, liabilities incurred orassumed, and equity
instrumentsissued by the Group in exchangefor control
of the acquiree. Acquisition-related costs are
recognised in profitor loss as incurred.

Where applicable, the consideration for the acquisition
includes any assetor liability resulting from a contingent
consideration arrangement, measuredatits acquisition-
date fairvalue. Subsequent changesin such fair values
are adjusted againstthe cost of acquisition where they
qualify as measurement period adjustments (see
below). All other subsequent changes in the fair value
of contingent consideration classified as an asset or
liability are accounted for in accordance with relevant
Standards. Changes in the fair value of contingent
consideration classified as equity are not recognised.

The acquiree’s identifiable assets, liabilites and
contingent liabilities that meet the conditions for
recognition under AASB 3 are recognised at their fair
value at the acquisition date, exceptthat:

« deferred tax assets or liabilities and liabilities or assets
related to employee benefit arrangements are
recognised and measured in accordance with AASB
112 Income Taxes and AASB 119 Employee Benefits
respectively;

» liabilities or equity instruments related to the
replacementby the Group of an acquiree’s share based
payment awards are measured in accordance with
AASB 2 Share-based Payment; and

» assets (or disposal groups) that are classified as held
forsale in accordance with AASB 5 Non-Current Assets
Held for Sale and Discontinued Operations are
measured in accordance with that Standard.
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1c. Significant accounting policies
(cont'd)

(d) Cashand Cash Equivalents

Cash comprises cash on hand and demand deposits.
Cash equivalents are short-term, highly liquid
investments that are readily convertible to known
amounts of cash and which are subject to an
insignificantrisk of change in value and have a maturity
of three months or less at the date of acquisition. Bank
overdrafts are shown within borrowings in current
liabilitiesin the statement of financial position.

(e) Derivative Financial Instruments

The Group enters into a variety of derivative financial
instruments to manage its exposure to interest rate and
foreign exchange rate risk, including foreign exchange
forward contracts.

Further details of derivative financial instruments are
disclosed in Note 31 to the financial statements.
Derivatives are initially recognised at fair value at the
date a derivative contract is entered into and are
subsequently remeasured to their fair value at each
reporting date.

The resulting gain or lossis recognised in profitor loss
immediately unless the derivative is designated and
effective as a hedging instrument, in which event the
timing of the recognition of profitorloss depends on the
nature of the hedge relationship. The fair value of
hedging derivativesis classified as a hon-currentasset
or a non-currentliability if the remaining maturity of the
hedge relationship is more than 12 months, and as a
currentasset or currentliability if the remaining maturity
of the hedge relationship is less than 12 months. The
Group's derivatives do not qualify for hedge accountng
and are not designated into an effective hedge
relationship and are classified as a current asset and
current liability.

Embedded Derivatives

Derivatives embedded in hybrid contracts with hosts
that are notfinancial assets within the scope of AASB 9
(e.g. financial liabilities) are treated as separate
derivatives when they meet the definition of a
derivative, their risks and characteristics are not closely
related to those of the host contracts and the host
contracts are not measured at FVTPL.

(f) Employee Benefits
(i) Salaries, wages and leave benefits

A liability is recognised for benefits accruing to
employees in respect of wages and salaries, including
non-monetary benefits, annual leave and long service
leave, when it is probable that setttement will be
required, and they are capable of being measured
reliably. Liabilities recognised in respect of short-term
employee benefits are measured at their nominal
values using the remunerationrate expected to apply at
the time of settlement. Liabilities recognised in respect
of long-term employee benefits are measured at the
presentvalue of the estimated future cash outflows to
be made by the Group in respect of services provided
by employees up to reporting date.
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(ii) Share-based payments

Equity-settled share-based payments with employees
are measured at the fairvalue of the equity instrument
atthe grant date.

The fairvalue of the performance rightsis estimated at
grant date using a Monte-Carlo Simulation analysis
taking into account the terms and conditions upon
which the securities are granted.

The fair value of the options is estimated at grant date
using a binomial tree model taking into account the
terms and conditions upon which the securities are
granted.

The expected life used in the model has been adjusted,
based on management's best estimate, for the effects
of non-transferability, exercise restrictions, and
behavioural considerations.

The fairvalue determined atthe grantdate of the equity-
settled share-based payments is expensed on a
straight-line basis over the vesting period, based on the
Group's estimate of shares that will eventually vest.

Further details on how the fair value of equity-settled
share-based transactions have been determined can
be foundin Note 38.

(iii) Defined contribution plan

Contributions to defined contribution superannuation
plans are expensed whenincurred.

(9) Financial Assets

Investments are recognised and derecognised on trade
date where the purchase or sale of an investmentis
under a contract whose terms require delivery of the
investment within the timeframe established by the
market concerned, and are initially measured at fair
value, net of transaction costs exceptfor those financial
assets classified as at fair value through the profit or
loss which are initially measured at fair value.
Subsequent to initial recognition, investments in
subsidiaries are measured at cost in the Company's
financial statements. Other financial assets are
classified into the following specified categories:
financial assets at amortised cost; financial assets at
fair value through other comprehensive income and
financial assets at fair value through profit or loss
account. The classification depends on the nature and
purpose of the financial assets and is determined atthe
time of initial recognition.

Effective interest method

The effective interestmethod is a method of calculating
the amortised costof a financial assetand of allocating
interestincome over the relevant period. The effective
interest rate is the rate that exactly discounts estimated
future cash receipts through the expected life of the
financial asset, or, where appropriate, a shorter period.

Income isrecognised on an effective interestrate basis

for debt instruments other than financial assets 'at fair
value through profitor loss'.
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1c. Significant accounting policies
(cont'd)

(g) Financial Assets (cont'd)

Financial assets at FVTPL are measured atfair value at
the end of each reporting period, with any fair value
gainsor lossesrecognised in profitorloss to the extent
they are not part of a designated hedging relationship.

The net gain or loss recognised in profit or loss on the
financial assetsisincluded in the otherincome or other
expenses. Fair value is determined in the manner
described in Note 31.

Trade and other receivables

Trade and other receivables that were measured at
amortised cost under AASB 139 continue to be
measured atamortised cost under AASB 9 as they are
held within a business model to collect contractual cash
flows. Trade and other receivables are measured at
amortised cost using the effective interestmethod less
impairment. Interest is recognised by applying the
effective interestrate.

Impairment of financial assets

Impairment of financial assetsis based on an expected
credit loss (“ECL”) model under AASB 9 rather than
incurred loss model. ECLs are a probability-weighted
estimate of credit losses. The group calculated ECLs
based on consideration of customer-specific factors
and actual credit loss experience over the past 3 years.
As a percentage of revenue, the Group’s actual credit
loss experience has notbeen material.

In accordance with AASB 9 paragraph 7.2.20 the group
will recognise a loss allowance atan amount equal o
lifetime expected credit losses at each reporting date.
The group calculated ECLs based on consideration of
customer-specific factors and actual credit loss
experience over the past 3 years. The credit loss
includes consideration forthe COVID 19 impact.

For financial assets carried at amortised cost, the
amountof theimpairmentis the difference between the
asset's carrying amount and the present value of
estimated future cash flows, discounted at the original
effective interestrate.

The carrying amount of the financial assetis reduced
by the impairment loss directly for all financial assets
with the exception of trade receivables where the
carrying amount is reduced through the use of an
allowance account. When a trade receivable is
uncollectible, it is written off against the allowance
account. Subsequentrecoveries of amounts previously
written off are credited against the allowance account
Changes in the carrying amount of the allowance
accountare recognised in profitor loss.

Derecognition of financial assets

The Group derecognises a financial asset only when
the contractual rights to the cash flows from the asset
expire, or it transfers the financial asset and
substantially all the risks and rewards of ownership of
the asset to another entity. If the Group neither transfers
nor retains substantially all the risks and rewards of
ownership and continues to control the transfered
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asset, the Group recognisesits retained interestin the
asset and an associated liability for the amounts it may
have to pay. If the Group retains substantially all the
risks and rewards of ownership of a transferred financial
asset, the Group continues to recognise the financial
assetand also recognises a collateralised borrowing for
the proceeds received.

(h) Financial Instruments Issued by the Group

Debt and equity instruments

Debt and equity instruments are classified as either
liabilities or as equity in accordance with the substance
of the contractual arrangement.

Compound instruments

The component parts of compound instruments are
classified separately as financial liabilities and equity in
accordance with the substance of the contractual
arrangement. At the date of issue, the fair value of the
liability component is estimated using the prevailing
market interest rate for a similar non-convertble
instrument.

This amount is recorded as a liability on an amortised
cost basis until extinguished on conversion orupon the
instruments reaching maturity. The equity component
initially brought to account is determined by deducting
the amountof the liability componentfrom the fair value
of the compound instrument as a whole. This is
recognised and included in equity, net of income tax
effectsandis not subsequently remeasured.

Financial guarantee contractliabilities

Financial guarantee contract liabilities are measured
initially at their fair values and subsequently at the
higher of the amountrecognised as a provision and the
amount initially recognised less cumulatve
amortisation.

Financial liabilities

Financial liabilities are classified as either financial
liabilities ‘at fair value through profit or loss’ or other
financial liabilities.

Financial liabilities atfair value through profitor loss

Financial liabilities atfair value through profitorloss are
stated at fair value, with any resultant gain or loss
recognised in profit or loss. The net gain or loss
recognised in profit or loss incorporates any interest
paid on the financial liability. Fair value is determined in
the manner described in Note 31.
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1c. Significant accounting policies
(cont'd)

(h) Financial Instruments Issued by the Group
(cont’d)

Other financial liabilities

Other financial liabilities, including borrowings, are
initially measured atfair value, net of transaction costs.

Other financial liabilities are subsequently measured at
amortised costusing the effective interestmethod, with
interestexpense recognised on an effective yield basis.
Refer note 1c (0).

(i) Foreign Currency

In preparing the financial statements, transactions in
currencies other than the entity's functional currency
(foreign currencies) are recorded at the rates of
exchange prevailingon the dates of the transactions. At
each balance date, monetary items denominated in
foreign currencies are retranslated at the rates
prevailing at the balance date. Non-monetary items
carried at fair value that are denominated in foreign
currencies are retranslated atthe rates prevailingon the
date when the fair value was determined. Non-
monetary items thatare measured in terms of historical
costin a foreign currency are not retranslated.

Exchange differences are recognised in profitorlossin
the period in which they arise except for exchange
differences which relate to assets under construction for
future productive use, which are included in the cost of
those assets where they are regarded as an adjustment
to interest costs on foreign currency borrowings.

(j) Government Grant

Grants are recognised where there is a reasonable
assurance that the grant will be received and all
attached conditions will be complied with.

The Governmentgrants towards staff are recognisedas
a deduction from the related Employee benefits
expenses. During financial year 2020, the Group
received Jobkeeper subsidies from government during
COVID-19, as disclosed in Note 2 & 34.

(k) Impairment of Other Tangible and Intangible
Assets excluding goodwill

At each reporting date, the Group reviews the carrying
amounts of its tangible and intangible assets to
determine whether there is any indication that those
assets have suffered an impairmentloss. If any such
indication exists, the recoverable amountof the assetis
estimated in order to determine the extent of the
impairment loss (if any). Where the asset does not
generate cash flows that are independent from other
assets, the Group estimates the recoverable amount of
the cash-generating unit (CGU) to which that asset
belongs.

Intangible assets with indefinite useful lives and
intangible assets notyet available for use are tested for
impairmentat least annually and wheneverthere is an
indication thatthe asset may be impaired. Recoverable
amountis the higher of fairvalue less costs to sell and
value in use. In assessing value in use, the estimated
future cash flows are discounted to their present value
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using a post-tax discount rate that reflects current
marketassessments of the time value of money andthe
risks specific to the asset for which the estimates of
future cash flows have not been adjusted. If the
recoverable amount of an asset (or CGU) is estimated
to be lessthan its carrying amount, the carrying amount
of the asset (CGU) is reduced to its recoverable
amount. An impairmentloss is recognised in profit or
lossimmediately, unlessthe relevantassetis carried at
fairvalue, in which case the impairmentlossis treated
as a revaluation decrease.

Where an impairment loss subsequently reverses, the
carrying amountof the asset (CGU) is increased to the
revised estimate of its recoverable amount, but only to
the extent that the increased carrying amountdoes not
exceed the carrying amount that would have been
determined had no impairmentloss been recognised for
the asset (CGU) in prior years. A reversal of an
impairment loss is recognised in the profit or loss
immediately, unlessthe relevantasset is carried at fair
value,in which case the reversal of the impairmentloss
is treated as a revaluationincrease.

() Income Tax

The income tax expense or revenue for the period is the
tax payable on the current period's taxable income
based on the national income tax rate for each
jurisdiction adjusted by changesin deferred tax assets
and liabilities attributable to temporary differences
between the tax bases of assets and liabilities and their
carrying amounts in the financial statements, and to
unused tax losses.

Deferred tax assets are recognised for deductible
temporary differences and unused tax losses only if itis
probable thatfuture taxable amounts will be available to
utilise those temporary differences and losses.

The Company and its wholly owned Australian entities
have implemented the tax consolidation legislation.

The current and deferred tax amounts for the tax-
consolidated group are allocated to the members of the
tax-consolidated group (including the Company as the
head entity) using the ‘separate taxpayer within group’
approach, with deferred taxes being allocated by
reference to the carrying amounts in the financial
statements of each member entity and the tax values
applying under tax consolidation. Current tax liabilites
and assets and deferred tax assets arising from unused
tax losses and relevant tax credits arising from this
allocation process are then accounted for as
immediately assumed by the head entity, as under
Australian taxation law the head entity has the legal
obligation (orright) to these amounts.
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1c. Significant accounting policies
(cont'd)

(m) Intangible Assets

Intangible assets acquired in a business combination
are identified and recognised separately from goodwill
where they satisfy the definition of an intangible asset
and their fair value can be measured reliably.

SaasS arrangements

Configuration and customisation costs incurred in
implementing SaaS arrangements are recognised in
profit or loss as the customisation and configuration
services are performed, or, in certain circumstances,
over the SaaS contract term when access to the cloud
application software is provided.

Patents, trademarks and licences

Patents, trademarks and licences are recorded at cost
less accumulated amortisation and impairment
Amortisation is charged on a straight-line basis over
their estimated useful lives, which vary from 5 to 16
years.

The estimated useful life and amortisation method is
reviewed at the end of each annual reporting period,
with any changes being recognised as a change in
accounting estimate.

Software

Software assets including system development costs
have a finite useful life and are carried at cost less
accumulated amortisation and impairment losses.
Amortisation is calculated using the straight-line
method to allocate the cost over the assets estimated
useful lives, which vary from 3to 5 years.

(n) Inventories

Inventories representing aluminium log, other supplies
and finished goods are valued at the lower of cost and
netrealisable value.

Net realisable value represents the estimated selling
price less all estimated costs of completion and costs
necessary to make the sale.

Aluminium log is valued at moving average of direct
purchase cost. Cost of rolled product has been
determined principally on moving average of direct
purchase costs. Costs for finished and partly finished
includes moving average metal cost, direct labour, and
appropriate proportion of fixed and variable factory
overhead.

(o) Leases

The Group assesses whether a contract is or contains
a lease, at inception of the contract. The Group
recognises a right-of-use asset and a corresponding
lease liability with respectto all lease arrangements in
which it is the lessee, except for short-term leases
(defined as leases with a lease term of 12 months or
less) and leases of low value assets (such as copiers).
For these leases, the Group recognises the lease
payments as an operating expense on a straight-line
basis over the term of the lease unless another
systematic basis is more representative of the time
pattern in which economic benefits from the leased
assets are consumed.
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The lease liability is initially measured at the present
value of the lease payments that are not paid at the
commencement date, discounted by using the rate
implicit in the lease. If this rate cannot be readily
determined, the Group uses its incremental borrowing
rate.

Lease paymentsincluded in the measurement of the
lease liability comprise:

e Fixed lease payments (including in-substance
fixed payments), less any lease incentives
receivable;

e Variable lease paymentsthatdepend onan
index or rate, initially measured using the
index or rate at the commencementdate; and

e Paymentsof penaltiesforterminating the
lease, if the lease term reflects the exercise
of an option to terminate the lease.

The lease liability is subsequently measured by
increasing the carrying amountto reflectintereston the
lease liability (using the effective interest method) and
by reducing the carrying amount to reflect the lease
payments made.

The Group remeasuresthe lease liability (and makes a
corresponding adjustment to the related right-of-use
asset) whenever:

e The lease term has changed or there is a
significant event or change in circumstances
resulting in a change in the assessment of
exercise of a purchase option, in which case
the lease liability is remeasured by discounting
the revised lease payments using a revised
discountrate.

e The lease payments change due to changes
in an index or rate or a change in expected
paymentunder a guaranteed residual value, in
which cases the lease liability is remeasured
by discounting the revised lease payments
using an unchanged discountrate (unlessthe
lease payments changeis due to a changein
a floating interestrate, in which case a revised
discountrate is used).

e A lease contract is modified and the lease
modification is notaccounted for as a separate
lease, in which case the lease liability is
remeasured based on the lease term of the
modified lease by discounting the revised
lease payments using a revised discount rate
at the effective date of the modification.

The right-of-use assets comprise the initial
measurementof the corresponding lease liability, lease
payments made at or before the commencement day,
less any lease incentives received and any initial direct
costs. They are subsequently measured at cost less
accumulated depreciation and impairmentlosses.

The depreciation starts at the commencement date of
the lease.

Rental income from operating leases is recognised on
a straight-line basis over the term of the relevantlease.
Initial direct costs incurred in negotiating and arranging
an operating lease are added to the carrying amount of
the leased assetand recognised on a straight-line basis
over the lease term.
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1c. Significant accounting policies
(cont'd)

For comparatives, leases are classified as finance
leases when the terms of the lease transfer
substantially all the risks and rewards incidental to
ownership of the leased asset to the lessee. All other
leases are classified as operating leases.

(o) Leases (cont’d)

Operating lease payments are recognised as an
expense on a straight-line basis over the lease team,
except where another systematic basis is more
representative of the time pattern in which economic
benefits from the leased asset are consumed.

In the event that lease incentives are received to enter
into operating leases, such incentives are recognised
as a liability. The aggregate benefits of incentives are
recognised as a reduction of rental expense on a
straight-line basis, except where another systematic
basisis more representative of the time pattern in which
economic benefits from the leased asset are
consumed.

(p) Property, Plant and Equipment

Land and buildings are measured atfair value less any
subsequentaccumulated depreciation and subsequent
accumulated impairment losses. Fair value is
determined on the basis of a periodic, independent
valuation by external valuation experts, based on
discounted cash flows or capitalisation of net income,
as appropriate.

Periodic reviews are conducted every three to five
years. The fair values are recognised in the financial
statements of the Group and are reviewed atthe end of
each reporting period to ensure that the carrying value
of land and buildings is notmaterially differentfrom their
fair values. Any revaluation increase arising on
revaluation of land and buildings are credited to the
asset revaluation reserve exceptto the extent that the
increase reverses a revaluation decrease forthe same
asset previously recognised as an expense in profit or
loss, in which case the increase is credited to the profit
and loss to the extent of the decrease previously
charged. A decrease in carrying amountarising on the
revaluation of land and buildings is charged as an
expense in profitorloss to the extent that itexceeds the
balance, if any, heldin the revaluation reserve relating
to a previous revaluation of that asset.

Depreciation on revalued buildings is charged to profit
or loss. On the subsequent sale or retirement of
revalued property, the attributable revaluation surplus
remaining in the revaluation reserve, net of any related
taxes, is transferred directly to retained earnings.

Plant and equipment, and leasehold improvements are
stated at cost less accumulated depreciation and
impairment. Cost includes expenditure that is directy
attributable to the acquisition of the item.

In the eventthat settlementof all or partof the purchase
consideration is deferred, cost is determined by
discounting the amounts payable in the future to their
presentvalue as at the date of acquisition. Depreciation
is provided on property, plantand equipment, including
freehold buildings but excluding land. Depreciation is
calculated on a straight-line basis so as to write off the
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net costor otherrevalued amountof each assetoverits
expected useful life to its estimated residual value.

Leasehold improvements are depreciated over the
period of the lease or estimated useful life, whichever is
shorter, using the straight-line method. The estimated
useful lives, residual values and depreciation method
are reviewed atthe end of each annualreporting period,
with the effect of any changes recognised on a
prospective basis.

Right-of-use assets are depreciated over the shorter
period of lease term and useful life of the underlying
asset.

(g) Provisions

Provisions are recognised when the Group has a
present, legal or constructive obligation as a result of
past events, it is probable that the Group will be
required to settle the obligation,and areliable estimate
can be made of the amountof the obligation.

The amount recognised as a provision is the best
estimate of the consideration required to settle the
presentobligation atreporting date, taking into account
the risks and uncertainties surrounding the obligation.
Where a provision is measured using the cashflows
estimated to settle the present obligation, its carrying
amountis the presentvalue of those cashflows. When
some or all of the economic benefits requiredto settle a
provision are expected to be recovered from a third
party, the receivable is recognised as an asset if it is
virtually certain that the reimbursementwill be received
and the amount of the receivable can be measured
reliably.

Onerous contracts

Presentobligations arising under onerous contracts are
recognised and measured as a provision. An onerous
contract is considered to exist where the Group has a
contract under which the unavoidable costs of meeting
the obligations under the contractexceed the economic
benefits expected to be received underit.

Restructuring

A restructuring provision isrecognised when the Group
has developed a detailed formal plan for the
restructuring and has raised a valid expectation in those
affected thatit will carry out the restructuring by starting
to implementthe plan or announcing its main features
to those affected by it.

The measurementof a restructuring provision includes
only the direct expenditures arising from the
restructuring, which are those amounts that are both
necessarily entailed by the restructuring and not
associated with the ongoing activities of the entity.

Provision for restoration and rehabilitation (provision for
make good on leased assets)

A provision for restoration and rehabilitation (provision
formake good on leased assets) is recognised when
there is a presentobligation as a result of production
activitiesundertaken, it is probable that an outflow of
economic benefits will be required to settle the
obligation, and the amountof the provision can be
measured reliably. The estimated future obligations
include the costs of removing the facilities and
restoring the affecting areas.
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1c. Significant accounting policies
(cont'd)

(r) Revenue Recognition

Revenue is recognised when (or as) a performance
obligation is satisfied, i.e. when ‘control’ of the goods or
services underlying the particular performance
obligationistransferred to the customers.

The Group recognises revenue from the sale of
products and the sale of scrap and when it transfers
control of a product to a customer, which is the pointin
time that the customer obtains control of the goods
being on acceptance of the goods by the customer.

Revenue is measured at the fair value of the
consideration received or receivable. Sales revenue
comprises sales of goods and services at net invoice
values less returns, trade allowances and applicable
rebates.

Royalties

Royalty income is recognised on an accrual basis in
accordance with the substance of the relevant
agreement.

Royalties are recognised on the subsequent sale or
usage, and the performance obligation to which the
royalty has been allocated has been satisfied.

Rental income

The Group's policy for recognition of income from
operating leasesisdescribed in note 1c (0).

Interestincome

Interestincome is accrued on atime basis, by reference
to the principal outstanding and atthe effective interest
rate applicable, whichis the rate that exactly discounts
estimated future cash receipts through the expected life
of the financial asset to that assets net carrying
amount.

(s) Goods and Services Tax

Revenues, expenses and assets are recognised net of
the amountof goods and services tax (GST) except:

(iywhere the amountof GSTincurred is notrecoverable
from the taxation authority, it is recognised as part of
the cost of acquisition of an asset or as part of an item
of expense;or

(i) for receivables and payables which are recognised
inclusive of GST.

The net amount of GST recoverable from, or payable
to, the taxation authority is included as part of
receivables or payables. Cash flows are included in the
cash flow statement on a gross basis. 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
operating cash flows.

39

(s) Earnings per share
(i) Basic earnings per share

Basic earnings per share is calculated by dividing the
profit/(loss) attributable to equity holders of the Group,
excluding any costs of servicing equity other than
ordinary shares, by the weighted average number of
ordinary shares outstanding during the year, adjusted
forbonus elementsin ordinary sharesissued during the
year.

(i) Diluted earnings per share

Diluted earnings per share adjusts the figures used in
the determination of basic earnings per share to take
into account the weighted average number of shares
assumed to have been issued for no consideration in
relation to dilutive potential ordinary shares.

1d. Critical
and key
uncertainty

accounting judgements
sources of estimation

In the application of the Group's accounting policies,
which are described in note 1, managementis required
to make judgements, estimates and assumptions about
carrying values of assets and liabilities that are not
readily apparentfrom other sources. The estimates and
associated assumptions are based on historical
experience and various other factors that are believed
to be reasonable under the circumstances, the results
of which form the basis of making the judgements.
Actual results may differ from these estimates.

The estimates and underlying assumptions are
reviewed on an ongoing basis. Revisionsto accounting
estimates are recognised in the period in which the
estimate is revised if the revision affects only that
period, orinthe period of the revision and future periods
if the revision affects both current and future periods.

Critical judgements in
accounting policies

applying the Group's

The following are the critical judgements (apart from
those involving estimations which are dealtwith above),
that managementhas made in the process of applying
the Group's accounting policies and thathave the most
significant effect on the amounts recognised in the
financial statements.

Inventories

Note 9 sets out the categories of inventory carried. The
net realisable value of inventories is the estimated
selling price in the ordinary course of business less
estimated costs to sell which approximates fair value
less cost to sell. The key assumptions require the use
of managementjudgementand are reviewed annually.

These key assumptions are the variables affecting the
estimated costs to sell and the expected selling price.
Any reassessment of cost to sell or selling price in a
particular year will affectthe cost of goods sold.
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1d. Critical accounting judgements
and Kkey sources of estimation
uncertainty (cont’d)

Goodwill

Goodwill and indefinite life intangible assets are tested
for impairment at each reporting period or more
frequently if events or changes in circumstances
indicate that goodwill or other intangibles might be
impaired. This is performed through a value-in-use
discounted cash flow model.

There is a degree of estimation uncertainty in the
estimates and judgements used in the preparation of
value-in-use models. The key assumptions applied
includes margin, sales tonnes, terminal growth rate and
WACC.

Indicators of impairmentand reversal of impairment

Note 14 and Note 17 sets outthe categories of property,
plant and equipment held and right of use assets. In
assessing whetherthere is any indication that property,
plant and equipment and right of use assets may be
impaired, orwhether a reversal of previous impaimrment
losses should be recognised, management has used,
among others, the following key assumptions:

(i) the cyclical nature of both residential and
commercial building activity,

(i) aluminium prices which impact margins to the
extent that price variations are passed onto
customers or not, and

(iii) anti-dumping outcomesinrelationto importduties
imposed on overseas suppliers.

The key assumptions required the use of management
judgement and are reviewed biannually. If there are
indicators of impairment or reversal of impairment, a
value-in-use discounted cash flow model is preparedto
assess the extent of impairment or reversal of
impairment.

Employee benefits

Key assumptions used in the calculation of leave
benefitprovisions atbalance date:

(i) future on-costrates,

(i) experience of employee departures and period of
service, and

(iii) future increase in wages and salaries.

Provision forcustomer claims

Provision for customer claims are measured at the
present value of management's best estimate of the
expenditure required to settle the present obligation at
the statement of the financial position date based on
claims assessorsreport.

Useful lives of property, plantand equipment

The Group reviews the estimated useful lives of
property, plantand equipmentatthe end of each annual
reporting period. During the financial year, the directors
determined that there were no revisions to the useful
lives of property, plant and equipment.
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Leaserenewal

The Group reassess whether it is reasonably certain to

exercise an extension option, or not to exercise a

termination option, upon the occurrence of either a

significant event or a significant change in

circumstancesthat:

e is withinthe control of the Group; and

o affectswhether the Group is reasonably certain to
exercise an option not previously included in its
determination of the lease term, or notto exercise
an option previously included in its determination of
the lease term.

Incremental borrowing rate (AASB 16)

The rate is defined as the rate of interestthatthe lessee
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 assetin a similar
economic environment.

Deferred taxation

The recognition of deferred tax assets is based upon
whether it is more likely than not that sufficient and
suitable taxable profits will be available in the future
againstwhich the reversal of temporary differences can
be deducted and unrecognised tax losses utilised. To
determine the future taxable profits, reference is made
to the latest available profitforecasts. Relevant tax law
is considered to determine the availability of the losses
to offset against the future taxable profits. Recognition
of deferred tax assets therefore involves judgement
regarding the future financial performance of the
particularlegal entity or tax group in which the defered
tax asset has been recognised.

le. Comparative information

The sub-lease rental income of $2,680,000 previously
classified as part of Occupancy Costs has been re-
classified to Other Income. This leads to a change of
$2,948,000 between receipts from customers and
payments to suppliers and employees in the
Consolidated Statement of Cash Flows.
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2 Profit for the year
Consolidated
2021 2020
$°000 $'000
(a) Other expenses
Profitbefore tax includes the following specific net
expenses:
Inventory:
Write-down of inventory to net realisable value 1,321 1,089
Reversal of write-down of inventory (117) (71)
Cost of Sales 465,881 333,688
Amortisation of intangibles assets 189 131
Total amortisation 189 131
Depreciation —owned assets
Buildings 175 175
Leasehold improvements 399 323
Plant and equipment 5,904 5,093
Total depreciation —owned assets 6,478 5,591
Depreciation —right of use assets
Buildings 11,523 10,360
Plant and equipment 1,980 2,270
Total depreciation —rightof use assets 13,503 12,630
Total depreciation and amortisation 20,170 18,352
Occupancy costs
Site costs 4,087 3,249
4,087 3,249
Expense relating to leases of low value assets 88 89
Other charges againstassets
(Decrease)fincrease inimpairment of trade 280 (51)
receivables
Employee benefitexpense
Post-employmentbenefits:

- defined contribution plans 6,848 6,148
Equity-settled share-based payments 590 445
Termination benefits 58 20
Other employee benefits 89,399 68,789

96,895 75,402
Restructuring costs
Redundancy costs - (173)
- (173)
Finance costs
Interest and finance charges paid/payable
- third party financier 5,262 5512
Net finance costs are comprised of:
Interest and fees on bank overdrafts and loans 880 908
Interest componentof lease liabilities 4,382 4,604
Impactof discounting on long-term provisions 500 518
Total interest expense 5,760 6,030
(b) Gains and Losses
Net (loss)/gain on foreign exchange (159) 1,035
Net gain on disposal of property, plant and
equipment 109 17
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Consolidated

2021 2020
$°000 $'000
3 Revenue and other income
Revenue from continuing operations
Salesrevenue - sale of goods (i) 550,854 406,721
Other revenue
Scrap revenue (i) 42,607 25,286
Interest - other - 2
Total other revenue 42,607 25,288
Other income
Royalties - 303
Sub-lease rentalincome 2,721 2,680
Other miscellaneousincome 2 2
2,723 2,985
(i) Recognised at a point in time.
4 Income tax expense
(a) Reconciliation of income tax benefit to prima
facie tax benefit
Profitfrom continuing operations before income tax
benefit 33,313 22,872
Income tax calculated @ 30% (2020:30%) 9,994 6,862
Tax effectof non-assessable /non-deductible
items:
Effectof itemsthat are temporary differences for
which deferred tax assets have not been previously
recognised (214) 1,064
Effectof itemsthat are not deductible or taxable in
determining taxable profit 481 154
Effectof tax losses utilised (10,261) (8,080)
Effectof tax losses not recognised as deferred tax
assets - -
Previously unrecognised and unused tax losses 9,430 3,048
now recognised as deferred tax assets
Income tax benefit 9,430 3,048
(b) Tax losses
Accumulated unused gross tax losses for which no
deferred tax asset has beenrecognised 194,2611 259,8961
Potential tax benefit @ 30% (2020:30%) 58,278 77,969
(c) Temporary deductible differences
Temporary deductible differences forwhich no
deferred tax asset has been recognised 79,486 80,669
Potential tax benefit @ 30% (2020:30%) 23,846 24,201

All unused tax losses were incurred by Australian
entities.
1 Subject to income tax recoupment rules in subsequent years

5 Changes in accounting estimates

There were no significantchangesin accounting estimates other than the recovery of deferred tax assets during the
Financial Year (2020: none). Deferred tax assets are recognised for deductible temporary differences and tax losses
as management considers that it is probable that future taxable profits will be available in the foreseeable future.
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.
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6 Segment information

The information reportedto the Managing Director, as the Group’s chief operatingdecision maker, for the purposes
of resource allocation and assessmentof performance isfocused on the type of goods supplied, being aluminium
products. As such, in 2020 and 2021, the Group operated in one reportable segment under AASB 8 Operating
Segment.

Major Products and Services

The Group produces awide range of extruded aluminium products and systems. It distributes those manufactured
productsin addition to a small number of bought-in products through two distribution channels.

The Group suppliesto three marketsegmentsthrough each of its distribution channels:

e Residential - supply of aluminium and other components for windows and doors, showers and wardrobes and
security products,

e Commercial - supply of aluminium and other components for windows and doors, internal fitouts and other
commercial building related products, and

e Industrial - supply of aluminium extrusions and rolled products forindustrial uses.

Managementdoes notreport on the revenues from external customers for each of the marketsegments.
Geographic Information

The Group operatesin one geographical area, Australia.

Information About Major Customers

There are no individual major customers who contributed more than 10% of the Group’s revenue in either the
Financial Year or in 2020.

Consolidated

2021 2020
$'000 $'000
7 Current assets - cash and cash
equivalents
Cash at bank and cash in hand 50,132 49,396
Consolidated
2021 2020
$'000 $°000
8 Current assets -trade and
other receivables
Trade receivables - at amortised cost 91,151 63,815
Loss allowance (i) (425) (145)
90,726 63,670
Other receivables 5,564 2,580
96,290 66,250

Disclosed in the financial statements as:
Currenttrade and other receivables 96,290 66,250
Non-currentother receivables - -

96,290 66,250

The average credit period on sales of goods is approximately 50 days (2020: 49 days). No interestis charged on
trade receivables.
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8 Current assets - trade and other receivables (Cont'd)

Consolidated

2021 2020
$000 $'000
(i) Movementin the loss allowance.
Balance at beginning of the financial year (145) (311)
Amounts written off during the financial year 112 115
Decrease/(increase) in allowance recognised in profit
or loss (392) 51
Balance at end of the financial year (425) (145)

The Group always measures the loss allowance for trade receivables at an amount equal to lifetime ECL. The
expected credit losses on trade receivables are estimated using a provision matrix by reference to past default
experience of the debtor and an analysis of the debtor’s currentfinancial position, adjustedfor factors that are specific
to the debtors, general economic conditions of the industry in which the debtors operate and an assessmentof both
the current as well as the forecast direction of conditions at the reporting date. Allowances are made for known
doubtful debts at the time of appointment of administrators, liquidators, or other formal insolvency events.

Included in the Group's trade receivables are debtors with balancesin 61 days and over of $530,000 (2020:
$560,000), refer to note 31(h). The Group has not provided all of these balances asthe Group believesthat these
past due balances are still recoverable. In relation to some of the balances the Group holds personal propery
securities registrations and/or personal guarantees and/or trade indemnity insurance for 90% of the amount
outstanding (after applying the deductible). The average age of these receivablesis 92 days (2020: 82 days).

Trade receivablesrisk profile:
Consolidated

2021 2020

$000 $'000
Current 72,261 51,377
1-30 days pastdue 16,411 10,327
31- 60 days pastdue 1,706 1,483
61+ days pastdue 449 548
Total 90,827 63,735

Included inthe loss allowance is the expected creditloss for individually impaired trade receivables with a balance
of $324,000 (2020: $80,000). The impairmentrecognised represents the difference between the carrying amount
of these trade receivables and the present value of the expected proceeds.

Consolidated

2021 2020

$°000 $'000
Current - -
1-30 days pastdue 243 -
31- 60 days pastdue - 68
61+ days past due 81 12
Total 324 80

Major concentrations of credit risk are in the construction, transport, consumer durable and electrical industries in
Australia. Furthermore, the Company has creditinsurance cover which requires ongoing management of credit
accounts with monthly reports provided to the Insurer. Accordingly, there is no further credit provision required in
excess of the loss allowance. The Group writes off atrade receivable when there is information indicating thatthe
debtoris in severe financial difficulty and there is no realistic prospect of recovery.

Consolidated

2021 2020
$'000 $°000

9 Current assets - inventories
Raw materials and stores 21,659 16,010
Work in progress 3,875 2,136
Finished goods 104,973 60,984
130,507 79,130

All inventories are net of allowance for obsolescence and are expected to be recovered within 12 months.
Included in the inventories balance isinventoriesin transit of $36.513 million (2020: $11.231 million).
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Consolidated

2021 2020

$°000 $'000
10 Current assets - prepayments
Prepayments 723 2,517
11  Deferred tax assets Consolidated

2021 2020

$000 $'000
Balance at beginning of the financial year 5,905 2,857
Amountsrecognised during the financial year 9,430 3,048
Balance at end of the financial year 15,335 5,905

The Group has recognised deferred tax assets with respect to tax losses carry forward of $15,335,000 (2020:
$5,905,000) (the Company $15,128,000 - 2020: $5,698,000) based upon the forecasted operational performance
the recovery of these prior year losses in the shortterm is probable. The forecasted operational performancesis
based on recentperformances.

12 Non-current assets - investments
Details of subsidiaries

The financial statements incorporate the assets, liabilities and results of the following subsidiaries:

Equity Holding
2021 2020 Country of incorporation
Entity name % %
Austex Dies Pty Limited 100 100 Australia

13 Related parties

Parent entities

The ultimate parententity within the Group is Capral Limited.
Equity interestsin controlled entities

Interests in controlled entities are set outin Note 12.

Transactions with key management personnel

Refer to Note 38 in relation to securities granted and forfeited during the Financial Year under the Long Term
Incentive Plan that include rights granted and shares issued, to Capral's Managing Director and Chief Financial
Officer (who are key managementpersonnel).

Details of the compensation of, and transactions with, each Director of the Company and key management
personnel of the Group are set out in the Directors' Report and in particular,the Remuneration Report.

Transactions with other related parties

In 2021, the parententity has settled a non-interest-bearing loan of $700,000 (2020: $5,150,000) advanced from a
controlled entity, Austex Dies Pty Limited. The loan was payable on demand.

The Company has entered into the following transactions with controlled entities:
e Purchase of dies of $4,891,151 (2020: $4,097,473) — Austex Dies Pty Limited

These transactions were conducted on arm’s length commercial terms and conditions atmarketrates.

During the Financial Year, the Company received a dividend of $700,000 (2020: $5,150,000) from Austex Dies Pty
Limited.
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2021 2020
$000 $'000

14 Property, plant and equipment
Freehold land

At valuation® 1,700 1,200

Accumulated depreciation - -
Net bookamount 1,700 1,200
Buildings

At valuation® 5,628 3,520

Accumulated depreciation (436) (727)
Net bookamount 5,192 2,793
Leasehold improvements

At cost 12,925 12,321

Accumulated depreciation (8,159) (7,760)

Accumulated impairment (1,970) (1,970)
Net book amount 2,796 2,591
Total land and buildings 9,688 6,584
Plant, machinery and equipment

At cost 223,387 210,141

Accumulated depreciation (153,397) (147,641)

Accumulated impairment (32,099) (32,099)
Net bookamount 37,891 30,401
Capital workin progress at cost 5,616 1,829
Net plant, machinery and equipment 43,507 32,230
Total property, plantand equipment - net book value 53,195 38,814

The following useful lives are used in the calculation of

depreciation:
Buildings
Leasehold improvements
Plant and equipment

(i) Valuations of land and building:

20-33 Years
5-25 Years
3-25 Years

An independentvaluation of the Group’sland and buildings was performed in December 2021 using Capitalisation
and Direct Comparison approaches to determine the fair value of the land and buildings. The valuations, which
conform to International Valuation Standards, were determined by reference to recentmarkettransactions on am’s
length terms at the time. The fair value of the Land and Buildingsis $1,700,000 and $5,000,000 respectively.
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14 Property, plant and equipment (cont’d)

Reconciliations
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Reconciliations of the carrying amounts of each class of property, plantand equipmentat the beginning and end
of the current and prior financial year are set out below:

Freehold Buildings Leasehold Plantand Capital work
land at fair  at fair value improvements equipment at in progress Total
value at cost cost at cost
$'000 $'000 $'000 $'000 $'000 $'000

Consolidated
2021
Opening net book amount 1,200 2,793 2,591 30,401 1,829 38,814
Additions - - 589 7,921 5,016 13,526
Business acquisition - - - 4,508 - 4,508
Disposals - - - (22) - (22)
Transfers - - 15 987 (1,229) (227)
Revaluation 500 2,574 - - - 3,074
Depreciation charge (Note 2(a)) - (175) (399) (5,904) - (6,478)
Net book amount at 31
December 2021 1,700 5,192 2,796 37,891 5,616 53,195
2020
Opening net book amount 1,200 2,948 2,681 32,436 1,166 40,431
Additions - - 31 2,338 1,617 3,986
Disposals - - - ) (20) (22)
Transfers - 20 202 722 (944) -
Depreciation charge (Note 2(a)) - (175) (323) (5,093) - (5,591)
Net book amount at 31
December 2020 1,200 2,793 2,591 30,401 1,829 38,814

Impairment of non-current assets inclusive of right of use assets and goodwill

At each reporting date, the Group reviews the carryingamounts of its tangible and intangible assetsto determine
whether there is any indication that those assets have suffered an impairmentloss. If any such indication exists,
the recoverable amountof the asset is estimated in order to determine the extent of the impairmentloss (if any).
Where the asset does not generate cash flows that are independent from other assets, the Group estimates the
recoverable amountof the cash-generatingunit (CGU) to which that asset belongs. Managementviews the Group
as representing one CGU.

If there isan indication of impairment, the recoverable amountof property, plant& equipmentand intangible assets
will be determined by reference to a value in use discounted cash flow valuation of the Group, utilising financial
forecasts and projections.

Goodwill is tested annually forimpairment, or more frequently if events or changesin circumstancesindicate that
itmightbe impaired.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, the
estimated future cash flows are discountedto their presentvalue using a post-tax discountrate that reflects current
marketassessments of the time value of money and the risks specific to the assetfor which the estimates of future
cash flows have not been adjusted. Cash flows that may result from prior period tax losses are not taken into
account. If the recoverable amount of an asset (or CGU) is estimated to be less than its carrying amount, the
carrying amountof the asset(CGU) isreduced to its recoverable amount. An impairmentlossis recognised in profit
or loss immediately.

The result of Impairment assessmentas at 31 December 2021

As a result of the non-currentassets recoverable amountassessmentperformed, Capral has determined that no
impairmentwrite-down of non-currentassets as at 31 December 2021 was necessary. The recoverable amount of
the CGU estimated by management exceeded the carrying amount of assets by $51,216,000. This indicates
reversal of impairment however management view that no reversal of impairment is required due to the
uncertainty of the performances of the construction industry and its impact on margins.

NOTES TO THE FINANCIAL STATEMENTS



48

14 Property, plant and equipment (cont’d)

The key assumptions used in preparing the value in use cash flow valuation as at 31 December 2021 are
as follows:

The table below shows key assumptionsin the value in use calculation as at 31 December 2021 and value of the
inputto which the key assumption mustchange inisolation for the estimated recoverable amountto be equal to its
carrying value.

Input to the model Breakeven input
WACC (Post-tax) 10.00% 12.33%
Average volumesincrease 2022-25p.a. 1.00% 0.06%
Long-term growth rate 1.00% -5.31%

The valuation is based on forecastand projected cash flows fora 5-year period commencing January 2022 with a
terminal value being applied at the end of this period. The cash flow assumptions are based on management
approved budgets for the period from January 2022 to December 2022. Beyond this date cash flow projections
until 31 December 2026 are based on projected volume growth and expected improvementsin EBITDA pertonne
(refer below). Sales volumes are projected to grow at 1.0% per annum. This growth rate corresponds with the
average long-term growth rate based on external economic sources.

The value in use cash flow valuation is very sensitive to price and the discountrate or WACC changes.

Margins
In setting price and margin assumptions, historical performance trends and the impact of previous price increases
were reviewed in assessing the timing and quantum of future price increases.

Recent history in relation to direct costs and the impact of changing volumes on manufacturing variances were
assessed in setting assumptions on absorbed conversion costs.

In forecasting the margin, Management has considered the production capacity of Capral compared to current
volumes and concluded that increase in production volumes to satisfy demand expected by independent market
predictions can be attained by predominately increasing variable cost with very limited additional fixed cost
expenditure. This is reflected in the resultant average EBITDA per tonne increase of 1.0% per annum from 2023
to 2026.

Volumes

In determining assumptions in relation to sales volumes into the commercial and residential/domestic market,
Capral have based these on reputable third-party long term economic forecastreports with reference to historical
performance and seasonal trends. The volume projections estimate the sales volumes ataround 80,000 tonnes at
the end of the 5-year period.

Working Capital and Capital Expenditure

These assumptions were set in light of strategic initiatives and approved maintenance and safety capital
expenditure of an average around $5,500,000 per annum, with working capital flexed in relation to the assumed
production capacity for volumes throughout the forecast period and historical performance and considering
revisions to trading terms with key suppliers and customers.

Discount rate
A discountrate of 10.0%, representing the Company's post-tax weighted average cost of capital has been applied
to the cash flow projections.

Economic Factors

Assumptions including Gross Domestic Production (GDP), the Consumer Price Index (CPI), expected wage and
salary increases, foreign exchange and the future impact of aluminium prices have been made with reference to
third party economic forecasts and the Company's strategic plans and budgets.

Prior Period Tax Losses
Cash flows that may result from prior period tax losses are not taken into account in determining the recoverable
amountof assets.
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Other
intellectual
property Software Total
$°000 $'000 $°000
15 Other intangibles assets
Consolidated
2021
Cost 15,927 24,932 40,859
Accumulated amortisation (8,367) (21,766) (30,133)
Accumulated impairment (7,560) (2,466) (10,026)
Net book value - 700 700
2020
Cost 15,927 24,364 40,291
Accumulated amortisation (8,367) (21,577) (29,944)
Accumulated impairment (7,560) (2,466) (10,026)
Net book value - 321 321

Reconciliations

Reconciliations of the carrying amounts of each class of intangibles at the beginning and end of the current

Financial Year are set out below:

Otherintellectual

property Software Total
$°000 $°000 $'000
Consolidated
2021
Opening net book amount - 321 321
Additions - 341 341
Disposals - - -
Transfers - 227 227
Amortisation - (189) (189)
Net bookamountat 31 December 2021 - 700 700
2020
Opening net book amount 11 441 452
Additions - - -
Disposals - - -
Transfers - - -
Amortisation (11) (120) (131)
Net bookamountat 31 December 2020 - 321 321
16 Goodwill Consolidated
2021 2020
$'000 $'000
Cost
At 31 December 2020 - -
Business acquisition - Note 40 3,070 -
At 31 December 2021 3,070 -

Accumulated depreciation
At 31 December 2020
Amortisation

At 31 December 2021

Impairmentassessmentis performed based on assumptions and estimates as disclosed in Note 14.
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Plant &
Buildings Equipment Total
$°000 $°000 $°000

Consolidated
Cost
At 31 December 2020 83,592 12,705 96,297
Additions 20,213 1,848 22,061
Disposals - (5,000) (5,000)
At 31 December 2021 103,805 9,553 113,358
Accumulated depreciation
At 31 December 2020 (21,264) (4,257) (25,521)
Disposals - 979 979
Depreciation charge (11,523) (1,980) (13,503)
At 31 December 2020 (32,787) (5,258) (38,045)
Net Book Value
At 31 December 2021 71,018 4,295 75,313
At 31 December 2020 62,328 8,448 70,776

The Group leases several assets including buildings and plantand equipment, with average leaseterm of 4.4 years
(2020:4.2 years) and 4.0 years (2020: 4.0 years) respectively.

18 Assets pledged as security

In accordance with the security arrangements of liabilities disclosed in Note 27, all assets of the Group have been
pledged as security. The holder of the security does not have the rightto sell or repledge the assets other than in
the event of defaultunderthe principal finance agreementwhere the security is enforced.

19 Current liabilities — trade and other payables

Consolidated

2021 2020

$'000 $'000

Trade payables (i) 119,489 63,017
Goods and services tax payable 1,996 1,500
Other payables 17,552 12,725
139,037 77,242

(i) The average credit period on purchases is 89 days from the end of the month (2020: 74 days). No interestis charged on

the trade payables. The Group has financial risk management policies in place to ensure that all payables are paid within

the credit timeframe.

20 Lease liabilities

Consolidated

2021 2020
$'000 $'000
Current 15,810 13,528
Non-current 87,730 82,948
103,540 96,476

Maturity analysis
Within one year 15,810 13,528
Later than one year but not later than five years 50,993 43,743
Later than five years 36,737 39,205
103,540 96,476
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Consolidated
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2021 2020
$°000 $°000
Current
Employee benefits 13,241 13,609
Make good on leased assets? 809 555
Other? 4,748 656
18,798 14,820
Non-current
Employee benefits 2,254 1,580
Make good on leased assets? 4,231 3,059
Other - -
6,485 4,639

! Provision for make good on leased assets comprises obligations relating to site closure and other costs associated with lease

rental properties.

2 Other current provisions include provisions for insurance claims and provisions for customer claims including metal returns net

of scrap and pricing adjustments.

Consolidated

Make good on

leased assets Other Total
Movements in carrying amounts $°000 $°000 $°000
Carrying value at the beginning of the financial year 3,614 656 4,270
Provision utilised/released in the year (29) (1,691) (1,720)
Additional amounts provided 1,455 5,783 7,238
Carrying value at the end of the financial year 5,040 4,748 9,788
Consolidated
2021 2020
$'000 $000
22  Deferred income - current
Deferredincome —other 213 127
213 127
2021 2020 2021 2020
No. 000 No. 000 $°000 $'000
23 Issued capital
(a) Share capital
Ordinary shares: fully paid 17,193 16,563 430,588 426,965

Fully paid ordinary shares carry one vote per share and carry the rightto dividends.
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(b) Movementin ordinary share capital
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Number of Issue

Date Details shares Price $'000
January 2020 Balance at the beginning ofthe financial year 484,390,895 - 425,744
March 2020 Shares issued pursuant to a dividend reinvestment

plan 12,468,294  $0.0979 1,221
November 2020 Shares consolidation 30:1 (480,296,520) - -
December 2020 Balance at the end ofthe financial year 16,562,669 - 426,965
January 2021 Balance at the beginning ofthefinancial year 16,562,669 - 426,965
March 2021 Shares issued pursuant to a dividend reinvestment

plan 330,733  $6.2854 2,079
March 2021 Shares issued against performancerights 92,427 - -
March 2021 Shares issued - deferred STIP 31,130 $4.14 129
September 2021  Shares issued pursuant to a dividend reinvestment

plan 176,300  $8.0251 1,415
December 2021 Balance at the end ofthe financial year 17,193,259 - 430,588

On 3 November 2020, Capral consolidated its shares at a ratio of 30:1. The share consolidation does notimpact
the value of the total issued capital and was undertaken to establish a more appropriate and effective capital

structure.

24 Reserves and accumulated losses

Consolidated

2021 2020
$°000 $°000
Asset revaluation reserve 4,088 1,014
Equity-settled compensation reserve 11,909 11,319
Employee share reserve (225) -
Dividend reserve 54,116 31,673
69,888 44,006
Accumulated losses (343,351) (352,781)
(273,463) (308,775)
24 (a) Movementsin reserves were:
Equity-settled compensation reserve
Balance at the beginning of the financial year 11,319 10,874
Expense recognised 590 445
Shares acquired on conversion of vested rights - -
Balance at the end of the financial year 11,909 11,319
Asset revaluation reserve
Balance at the beginning of the financial year 1,014 1,014
Revaluation increase 3,074 -
Balance at the end of the financial year 4,088 1,014
Employee sharereserve
Balance at the beginning of the financial year - -
Funding provided (225) -
Balance at the end of the financial year (225) -
Dividend reserve
Balance at the beginning of the financial year 31,673 23,130
Net profitattributable to members of Capral 33,313 10,965
Dividends paid (10,870) (2,422)
Balance at the end of the financial year 54,116 31,673
24 (b) Accumulated losses
Balance at the beginning of the financial year (352,781) (367,736)
Net profitforthe year 9,430 14,955
Balance at the end of the financial year (343,351) (352,781)
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Consolidated

2021 2020

$000 $'000
25 Dividends

10,870 2,422

Ordinary shares:
Franking credits
Franking credits available for subsequentfinancial
years based on a tax rate of 30% (2020:30%) 13,293 17,952

Consolidated

2021 2020
$ $

26 Earnings per share
Basic earnings per share 2.52 157
Diluted earnings per share 2.42 151

Net profit after tax used in the calculation of basic and diluted profit per share for 2021 was $42,743,000 (2020:
$25,920,000). The weighted average numbers of ordinary shares on issue used in the calculation of basic and
diluted earnings per share were 16,961,049 and 17,691,815 (2020: 16,458,199 and 17,138,897) respectively.

EPS calculationsin both currentyear and prior year were based on post 3 November 2020 share consolidation, 30
sharesto 1 share.

Consolidated

2021 2020
$°000 $'000
27 Stand by arrangement and
credit facilities
Secured facilities 60,000 41,128
Facilities used:
Trade loan - -
Cashloan - -
Bank guarantees 4,495 3,833
Trade finance —drawn letters of credits 35,868 14,244
Trade finance — open letters of credits 15,716 9,046
Asset finance —in the form of finance lease - 1,128
Total facilities utilised 56,079 28,251
Total available facilities 3,921 12,877

Each trade instrumentis approved individually and may resultin temporary facility over utilisation due to timing of
release of instruments already expired.

The original expiry of the facilitiesis 30 April 2022. On 29 September 2021, the facilities have been restructured to
align more closely to Capral’s requirements and renewed for anotherterm to 30 April 2023.

The renewed ANZ facilities consist of:
Secured:
. $60 million Multi-option Facility which includes a Trade Finance Loan Facility, Bills Negotiated Notunder
Documentary Credit Facility and Documentary CreditIssuance/Documents Surrendered Facility; and

o $5 million Standby Letter of Creditor Guarantee Facility
Unsecured:

o $2.5 million Electronic Payaway Facility; and

. $0.5 million Commercial Card Facility.

The following facilities with ANZ has been cancelled:
o $5 million Cash Loan Facility; and
. $5 million reducing AssetFinance Facility.
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Consolidated
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2021 2020
$°000 $'000
Commitments for the acquisition of plantand
equipmentcontracted for atthe reporting date but not
recognised as liabilities payable:
Within one year 3,895 866

29 Commitments for expenditure - leases

The recognition of a right-of-use assetand a lease liability at commencementfor all leases, except for short-term
leases and leases of low value assets. Refer to note 20 for maturity analysis of lease liabilities at 31 December

2021.

At 31 December 2021, the Group is committed to $342,547 (2020: $27,154) for low value leases and has no short-

term lease commitments.

Consolidated

2021 2020
$°000 $°000

Non-cancellable lease receivable
Within one year 2,862 2,778
Later than one year but not later than five years 12,331 11,972
Later than five years 9,080 12,301
24,273 27,051

Lease receivablesrelate to the sublease of office and plantpremises with a lease term of 10 years, with an

option to extend fora further term of 5 years.

30 Fair value measurement

Some of the Group’s assets and liabilities are measured atfair value at the end of each reporting period. The
following table gives information abouthow the fair values of these assets and liabilities are determined (in

particular, valuation technique(s) and input(s) used).

Assets / Fairvalue | Valuation technique(s)and | Significant Relationship of
liabilities Fair value as at hierarchy [ keyinput(s) unobservable unobservable
input(s) input(s)
31/12/21 31/12/20
$ $
Foreign Assets — Assets — Level 2 Discounted cash flow. n/a n/a
currency Future cash flows are
forward nil nil estimated based on
contracts forward exchange rate
(seenote | Liabilities— Liabilities— (from observable forward
31(f)) exchangerates attheend
66,807 1,575,137 ofthereporting period)
and contract forward rates,
discounted at arate that
reflects the creditrisks of
various counterparties.
Land and | Land - Land — Level 3 Capitalisation and Direct Comparable to The
buildings Comparison approaches. recent market higher/(lower)
1,700,000 1,200,000 transactions on the comparable
arm’s length market net rental
Buildings— Buildings— terms at the amountandthe
time. higher/(lower)
5,192,000 2,793,000 the comparable

market sales
transactions, the
higher thefair
value.
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31 Financial instruments

(a) Capital risk management

The Group managesits capital to ensure that entities in the Group will be able to continue as going concerns while
maximising the return to shareholders through the optimisation of the debt and equity balance.

The Group's overall strategy remains unchanged from 2020.

The capital structure of the Group consists of debt, as disclosed in Note 27, cash and cash equivalents, and equity
holders of the parent, comprising issued capital, reserves and accumulated losses, as disclosed in Notes 7,23 and
24 respectively. The Directors review the capital structure on a regular basis, and at least annually. As a part of
this review the Directors consider the cost of capital and the risks associated with each class of capital. Based on
the determinations of the Directors, the Group will balance its overall capital structure through the payment of
dividends, new share issues and share buy-backs as well as the issue of hew debt or the redemption of existing
debt.

The Group prepares monthly management accounts, comprising Balance Sheet, Profit and Loss Statement and
Cash Flow Statementupdates for the current financial year and the current year forecast. The forecastis used to
monitor the Group's capital structure and future capital requirements, taking into account future capital
requirements and marketconditions.

The Group complied with its borrowing financial covenants under its current facility detailed in Note 27 as at 31
December2021 and 31 December 2020 as follows:

2021 2020
Financial covenant description Required Value Actual Value Actual Value
EBITDA Interest Cover Ratio >3.00:1 45.61:1 33.56:1
(A ratio of EBITDA to Interest Expense)
Minimum Tangible Net Worth 2021:> AUD 100.0m AUD 168.4m AUD 139.4m
(Tangible NetWorth — Total Tangible 2020:> AUD 50.0m
Assets Less Total Liabilities)
Borrowing Base Ratio 2021:<0.70:1 0.62:1 0471
(A ratio of Aggregate Facility Amount 2020:< 0.80:1
Owing to Eligible Debtors owing upto 90
Distributions Variable* AUD 10.87M AUD 1.2M
(Any paymentor distribution of money or
other assets to shareholders)
Security Cover Ratio <1.00:1 Removed 0.46:1
(A ratio of Facility AmountOwing to
Security Cover Property Value specified
by the Financial Institution)
Inventory Cover Ratio >0.8:1 0.87:1 0.87:1

*lower than the lowest of profitor free cash flow of prioryear

(b) Significant accounting policies

Details of the significantaccounting policies and methods adopted, including the criteria for recognition, the basis
of measurementand the basis on whichincome and expenses are recognised, in respectof each class of financial
asset, financial liability and equity instrumentare disclosed in Note 1(c).
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31 Financial instruments (cont'd)

(c) Categories of financial instruments

Consolidated

2021 2020
$'000 $'000
Financial Assets
Trade and other receivables 96,290 66,250
Cash and cash equivalents 50,132 49,396
Other financial assets = -
Financial Liabilities
Trade and other payables 139,037 77,242
Lease liabilities 103,540 96,476
Other financial liabilities?! 67 1,615

! foreign exchange contract mark-to-market $67,000 (2020: foreign exchange contract mark-to-market $1,575,000 and
capitalised borrowing costs $40,000).

(d) Financial risk managementobjectives

The Group’s treasury function monitors and manages the financial risks relating to the operations of the Group
through internal risk reports. These risks include market risk (including currency risk, interest rate risk and equity
price risk), creditrisk and liquidity risk. These risks are analysed below.

(e) Marketrisk

The Group’s activities expose it primarily to the financial risks of changesin foreign currency exchange rates (refer
note 31(f)) and interest rates (refer note 31(g)). From time to time, the Group enters into a variety of derivative
financial instruments to manageits exposure to interestrate and foreign currency risk, including foreignexchange
forward contracts to hedge the exchange rate risk arising on the purchase of aluminium log and rolled product from
overseasin US dollars.

At a Group and Company level, marketrisk exposures are measured using a sensitivity analysis. There has been
no material change to the Group’s exposure to marketrisks or the mannerin which it manages and measures the
risk during the Financial Year.

(f) Foreign currency risk management

The Group undertakes certain transactions in foreign currencies, resulting in exposures to exchange rate
fluctuations. Exchange rate exposures are managed within approved policy parameters utilising forward foreign
exchange contracts. It isthe policy of the Group to enter into forward foreign exchange contracts from time to time
to manage any material risk associated with anticipated foreign currency sales and purchase transactions.

The carrying amountof the Group’s and Company’s foreign currency denominated monetary assets and monetary
liabilities atthe reporting date is as follows:

Consolidated

2021 2020

$'000 $'000
USD (cash) 20,423 10,388
EURO (cash) 98 209
USD (trade payables) (18,205) (10,684)
EURO (trade payables) 632 355
JPY (trade payables) (23) (24)
USD (trade receivables) 2,292 1,182

Foreign currency sensitivity
The Group is exposed to EUR, JPY and USD (2020: EUR, JPY and USD).

To mitigate foreign currencyrisk atreporting date, the Group entered into foreign exchange forward contracts. The
Group's exposure to foreign exchange rate fluctuations was primarily limited to cash, trade payables and trade
receivables outstanding at reporting date denominated in currencies otherthan Australian dollar (AUD). The total
value of trade payables denominated in currencies other than the AUD at reporting date was $17,596,000 (2020:
$13,354,000). The total value of trade receivables denominated in currencies other than the AUD at reporting date
was $2,292,000 (2020: $1,182,000).
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31 Financial instruments (cont'd)

The following table details the Group’s sensitivity to a 10% increase and decrease in the AUD againstthe relevant
unhedged foreign currency. 10% represents management's assessment of the possible change in foreign
exchange rates. The sensitivity analysisincludes only foreign currency denominated monetary items outstanding
at 31 December2021 and 31 December 2020 and adjusts their translation at the period end fora 10% changein
foreign currency rates. A positive numberindicates an increase in profit.

Consolidated

2021 2020
$'000 $'000
Profit or loss (after tax)

- AUD strengthens by 10% against USD 1,447 864
- AUD weakens by 10% againstUSD (1,768) (1,056)
- AUD strengthens by 10% against EUR (57) 32)
- AUD weakens by 10% againstEUR 70 39
- AUD strengthens by 10% against JPY 2 2
- AUD weakens by 10% againstJPY ?3) 3)

Forward foreign exchange contracts

It is the policy of the Group to enter into forward foreign exchange contracts to cover specific material foreign
currency payments and receipts.

The following table details the forward foreign currency (FC) contracts outstanding atthe end of the reporting
period:

Outstanding contracts Foreign currency Fair value
31/12/21 31/12/20 31/12/21 31/12/20
FC$'000 FC$'000 $°000 $°000
Gain/(Loss) Gain/(Loss)
Buy EUR 1,763 716 (81) (43)
Buy JPY 4,145 3,900 - (2)
Buy CNH 240 240 1 (3)
Buy USD 40,356 16,164 14 (1,527)

(9) Interestrate risk management
The Group interestrate risk arises from borrowings, cash and derivatives.

The Group is exposed to interest rate risk as the Group borrows funds at floating interestrates. Hedging activities
are evaluated regularly to align with interest rate views and defined risk appetite, ensuring optimal hedging
strategies are applied, by either positioning the balance sheet or protecting interest expense through different
interest rate cycles. The Group’s exposure to interest rate risk at the reporting date was considered insignificant
and as a result the Group did not enter into interestrate options.

The Group’s exposures to interest rates on financial assets and financial liabilities are detailed below.

Interest rate sensitivity

The sensitivity analysis below shows the effecton profitor loss after tax for the Financial Year if there is a change
in interest rates with all other variables held constant. This is determined by applying the change in interest rates
to both derivative and non-derivative instruments at the reporting date that have an exposure to interest rate
changes. A 1-basis point (0.01%) increase and a 1 basis point (0.01%) decrease represents Managements
assessmentof the possible change in interestrates (2020: 6bp or 0.06% increase and 6bp or 0.06% decrease). A
positive numberindicates an increase in profit.
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31 Financial instruments (cont'd)

Consolidated

2021 2020
$°000 $'000
Profit or loss (after tax)
Impactof a 1bp (2020: 6bp) increase in AUD interest
rates
- Cash and cash equivalents 4 21
Impactof a 1bp (2020:6bp) decrease in AUD interest
rates
- Cash and cash equivalents 4) (21)

(h) Credit risk management

Creditrisk refers to the risk that a counterparty will defaulton its contractual obligations resulting in financial loss
to the Group. The Group has exposures to credit risk on cash and cash equivalents, receivables and derivatve
financial assets. The credit risk on financial assets of the Group which have been recognised on the statementof
financial position, other than investments in shares, is generally the carrying amount, net of any allowances for
doubtful debts.

The Group does nothave any significantexposureto any individual customer or counterparty. Major concentrations
of credit risk are in the construction, transport, consumer durable and electrical industries in Australia. The
Company has creditinsurance cover which requires ongoing managementof creditaccounts with monthly repors
provided to the Insurer. Experienced credit management and associated internal policies ensure constant
monitoring of the creditrisk for the Company.

There is no concentration of credit risk with respect to receivables asthe Group has a large number of customers.

The aging of trade receivablesis detailed below:

Consolidated

2021 2020

$'000 $°000

Current 72,262 51,377
1-30days 16,653 10,327
31-60days 1,706 1,551
60+ days 530 560
91,151 63,815

(i) Liquidity risk management

Ultimate responsibility for liquidity risk management rests with the Board of Directors, who ensure there is an
appropriate liquidity isk managementframework for the managementof the Group’s short, medium and long -term
funding and liquidity management requirements. The Group manages liquidity risk by maintaining adequate
banking facilities and reserve borrowing facilities, complying with covenants, monitoring forecastand actual cash
flows, and matching the maturity profiles of financial assets and liabilities. Included in Note 27 is a list of additional
undrawn facilities thatthe Group has at its disposal to further reduce liquidity risk.

Liquidity and interest risk tables

Financial assets are made up of cash of $50,132,000 (2020: $$49,396,000) and trade and other receivables of
$96,290,000 (2020: $66,250,000). Cash is liquid and trade and other receivables are expected to be realised on
average within 50 days (2020: 49 days). Cash balances earn 0.00% interestper annum (2020:0.00%). Trade and
other receivables are interest-free.

The following table details the Group’s remaining contractual maturity forits non-derivative financial liabilities. The
table has been prepared based on the undiscounted cash flows of financialliabilities based on the earliestdate on
which the Group can be required to pay. The table includes both interest and principal cash flows. The contractual
maturity is a fair representation of management's expectations of actual repayments.
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31 Financial instruments (cont'd)

Weighted
average Greater
effective Less than 1 1-3 3-5 than 5
interest rate year years years years
% $'000 $'000 $'000 $'000
Consolidated
2021
Trade and other payables - 139,037 - - -
139,037 - - -
2020
Trade and other payables - 77,242 - - -
77,242 - - -

(j) Fair value of financial instruments
The fair values of financial assets, financial liabilities and derivative instruments are determined as follows:

0] the fairvalue of financial assets and financial liabilities (excluding derivative instruments) are determined in
accordance with generally accepted pricing models based on the discounted cash flowanalysis using prices
from observable marketdata; and

(i) the fair value of derivative instruments are calculated using quoted prices. Where such prices are not
available, the discounted cash flow analysis is employed using observable market data for non-option
derivatives. For option derivatives, option pricing models are used with key inputs sourced from observable
marketdata.

The Directors consider that the carrying amounts of financial assets and financial liabilities recorded at amortised
costin the financial statements approximate their fair values.

32 Contingent liabilities

Capral has received customer claims relating to the supply of non-conforming marine grade plate. The plate was
manufactured by a third party, independently certified, imported and distributed by Capral. As stated in the 2020
Annual Report and 2021 Managing Director's AGM address, Capral supplied replacement plate to affected
customers and this plate was fully provided forin Capral’s 2020 accounts.

Some claimsinclude a property damage and consequentialloss componentwhich have been submitted to Capral's
insurer. Capral do not believe that it is liable for any of these claims and as such Managementis in ongoing
discussions with the insurer, supplier,and certifier (DNV-GL) in this regard. These claims, together with potential
liability and recourse against third parties, are currently being assessed. Based on assessments done and legal
advice obtained, the directors have made provision forwhatthe Board believe Capral’s resulting liability could be.
Any contingent liability in excess of the amounts already provided is not able to be reliably estimated. The
information usually required by AASB 137 (Provisions, Contingent Liabilities and Contingent Assets) is not
disclosed on the grounds that it can be expected to seriously prejudice the outcome of negotiations and legal
proceedings.

Separate from the item above, claims and possible claims, arise in the ordinary course of business against Capral
entities. Capral has fully provided for all known and determinable material claims.

Based onlegal advice obtained, the Directors believe thatany residual liability will not materially affectthe financial
position of the consolidated entity.

The Company's bankers have granted guarantees in respect of rental obligations on lease commitments, use of
utilities infrastructure and international trade facilities. At 31 December 2021 these guarantees totalled $4,494 942
(2020: $3,833,087).

Capral's bankers have issued letters of credit in respect of Capral’s purchases internationally. At 31 December
2021,these open letters of credittotalled $15,715,119 (31 December 2020: $9,046,552).
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33 Remuneration of auditors
Consolidated

2021 2020
$ $
During the year the auditor of the Group and parent
entity and its related practices earned the following
remuneration:
Auditor of the Group and parent entity
Audit or review of financial reports of the entity or any
entity in the consolidated entity 327,100 285,400
Other services:
- tax compliance 31,500 31,500
- tax consulting 32,550 39,945
- ATO combined assurance review - 166,588
Total remuneration 391,150 523,433

It is the Group's policyto employ the Company's auditors, Deloitte Touche Tohmatsu, on assignments additional
to their statutory duties where their expertise and experience is considered invaluable to the assignment.

34 JobKeeper Payment Scheme

In response to the economic impact from the COVID-19 pandemic crisis, the Australian Government introduced
the JobKeeperpaymentscheme to assist eligible employers with payroll subsidy. As trade and travel restrictions
were imposed in Australia, Capral self-assessed the eligibility criteria and enrolled in the JobKeeper payment
scheme on 14 May 2020. Capral nominated around 730 eligible employees underthe scheme. JobKeeper benefit
of $11.9 million was included in 2020 profitand was received by 31 December 2020. The receipts have been
accounted as a reduction to the employee benefits expense in the statement of profit or loss and other
comprehensive income.

35 Events after reporting date

The directors consider that prolonged general economic impacts arising from COVID-19 may have a negative
impacton Capral’s operations. In the unlikely event of an extended general shutdown of the economy throughout
the Australian States and Territories, it may impact the recoverability of Capral’s carrying value of assets going
forward.

No other matter or circumstance has arisen since the end of the Financial Year that has significantly affected, or

may significantly affect the Group's operations, the results of those operations or the Group’s state of affairs in
future financial years.
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() Reconciliation of cash and cash equivalents

Consolidated
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2021 2020
$°000 $'000
Reconciliation of cash and cash equivalents
For the purposes of the Statement of Cash Flows, cash
and cash equivalentsincludes cash on handand at bank
and short term deposits at call net of bank overdrafts.
Cash as at the end of the financial yearas shownin the
Statement of Cash Flows is reconciled to the related
itemsin the Statementof Financial Position as follows:
Cash at bankand on hand 50,132 49,396
50,132 49,396
(i) Reconciliation of profitfor the year to net cash flows from operating activities
Profitfor the year 42,743 25,920
Non-cash items:
Depreciation and amortisation - owned assets 6,667 5,722
Depreciation and amortisation —right of use assets 13,503 12,630
Gain on sale of property, plantand equipment (109) a7
Income tax benefit (9,430) (3,048)
Share-based payments expense 590 445
Interest income reclassified to investing activities - 2)
Change in assets and liabilities:
Increase in currentreceivables (30,040) (3,686)
Decrease in financial assets - 10
Increase in inventories (48,406) (179)
Decrease/(increase) in prepayments 1,794 (893)
Increase in trade and other payables 61,049 12,707
(Decrease)/increase in employee benefitprovisions (470) 965
Increase in other provisions 5,300 1,022
Increase in deferredincome 86 24
(Decrease)/increase in otherfinancial liabilities (1,548) 529
Net cash provided by operating activities 41,729 52,149
(iii) Details of finance facilities are included in note 27 to the financial statements.
(iv) Movementin financial activities

The following table details changesin the Group's liabilities arising from financial activities, including both
cash and non-cash changes. Liabilities arising from financing activities are those for which cash flows
were, or future cash flows will be, classified in the Group's statement of cash flows as cash flows from

financing activities.
Consolidated

2021 2020
$ $
Movementsin financing activities
Lease liabilities
Opening balance 96,476 104,531
Financing cash flows (14,951) (15,092)
New leases 26,039 8,783
Retired or changesto leases (4,024) (1,746)
Closing balance 103,540 96,476

(V) Non-cash financing activities

There were no non-cash financing activities during the Financial Year or the 2020 year.
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Company

2021 2020

$°000 $°000
Financial Position
Assets
Currentassets - third parties 277,343 197,962
Total assets 423,578 312,687
Liabilities
Currentliabilities - third parties 174,204 107,844
Total liabilities 267,765 195,304
Equity
Issued capital 430,588 426,965
Accumulated losses (343,649) (352,574)
Equity-settled compensation reserve 11,909 11,319
Asset revaluation reserve 3,074 -
Employee share reserve (225) -
Dividend reserve 54,116 31,673
Total Equity 155,813 117,383
Financial Performance
Profitfor the year 42,239 30,280
Other comprehensive income 3,074 -
Total comprehensive profitfor the year 45,313 30,280
Contingent liabilities of the parent entity
Refer note 32
Commitments for the acquisition of property, plant
and equipment by the parent entity
Commitments for the acquisition of property, plantand
equipmentby the parent entity

Within one year 3,895 866
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38 Share-based payments
Performance Share Rights
Executive and Senior Management

Refer to section 2 of the Remuneration Reportfor details of rightsissued under the Long Term Incentive Plan.

The following share-based paymentarrangements were in existence during the currentreporting period:

Number Exercise Fair value at
Performanceright series as at 31 Dec Last Testing price grant date
(LTIP) 21 Grant date Date $ $*
Issued 22 March 2019" 70,830 22/03/2019 31/12/2021 - 2.250
Issued 22 March 2019" 70,830 22/03/2019 31/12/2021 - 3.150
Issued 3 March 2020° 90,325 3/03/2020 31/12/2022 - 2.100
Issued 3 March 2020° 90,325 3/03/2020 31/12/2022 - 2.820
Issued 3 March 2021° 82,350 3/03/2021 31/12/2023 - 4.180
Issued 3 March 2021° 82,350 3/03/2021 31/12/2023 - 5.490

1 In accordance with the terms of the LTIP arrangement, performance rights issued during the financial year ended 31 December 2019 have an
average vesting date of 1 March 2022.

2 In accordance with the terms of the LTIP arrangement, performance rights issued during the financial year ended 31 December 2020 have an
average vesting date of 1 March 2023.

3 In accordance with the terms of the LTIP arrangement, performance rights issued during the financial year ended 31 December 2021 have an
average vesting date of 1 March 2024.

4 Shown as post 3 November 2020 share consolidation equivalent fair value.

The following share-based paymentarrangements were in existence during the comparative reporting period:

Number Exercise Fair value at

as at 31 Dec Last Testing price grant date

20 Grant date Date $ $*

Issued 6 March 2018* 61,680 6/03/2018 31/12/2020 - 3.600
Issued 6 March 2018* 61,680 6/03/2018 31/12/2020 - 3.900
Issued 22 March 2019° 70,830 22/03/2019 31/12/2021 - 2.250
Issued 22 March 20192 70,830 22/03/2019 31/12/2021 - 3.150
Issued 3 March 2020° 90,325 3/03/2020 31/12/2022 - 2.100
Issued 3 March 2020° 90,325 3/03/2020 31/12/2022 - 2.820

1 In accordance with the terms of the LTIP arrangement, performance rights issued during the financial year ended 31 December 2018 have an
average vesting date of 1 March 2021.

2 In accordance with the terms of the LTIP arrangement, performance rights issued during the financial year ended 31 December 2019 have an
average vesting date of 1 March 2022.

3 In accordance with the terms of the LTIP arrangement, performance rights issued during the financial year ended 31 December 2020 have an
average vesting date of 1 March 2023.

4 Shown as post 3 November 2020 share consolidation equivalent fair value.

Performance Rights (LTIP)

Inputs into the model 03 March 03 March 22 March 06 March

2021 2020 2019 2018
Grant date 3/03/2021 3/03/2020 22/03/2019 6/03/2018
Dividend yield 6.5% 9.5% 7.7% 6.3%
Risk freeyield 0.3% 0.5% 1.4% 2.15%
Expected volatility 55% 47.5% 45% 55%
Last testing date 31/12/2023 31/12/2022 31/12/2021 31/12/2020
Exercise price n.a n.a n.a n.a
Share price at grant date” $6.670 $3.750 $3.900 $4.800
Performance rightlife 3 years 3 years 3 years 3 years

" Shown as post 3 November 2020 share consolidation equivalent share price.
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38 Share-based payments (cont'd)

Managing Director

During the Financial Year, 86,300 rights were issued to Mr A. Dragicevich.

During the comparative financial year, 102,670 rights were issued to Mr A. Dragicevich.

The following rights were in existence during the current reporting period, subject to the achievement of
performance conditions and have beenindependently valued as follows:

Number Exercise Fair value at

as at 31 Dec Last Testing price grant date

Share rights 21 Grant date Date $ $*
Issued 16 April 2019" 39,165 16/04/2019 31/12/2021 - $2.100
Issued 16 April 2019" 39,165 16/04/2019 31/12/2021 - $3.000
Issued 29 April 20207 51,335 29/04/2020 31/12/2022 - $1.560
Issued 29 April 20207 51,335 29/04/2020 31/12/2022 - $2.040
Issued 28 April 20213 43,150 28/04/2021 31/12/2023 - $5.170
Issued 28 April 20213 43,150 28/04/2021 31/12/2023 - $6.430

1 Inaccordance with the terms of the LTIP arrangement, performance rights issued during the Financial Year ended 31 December 2019 have an
average vesting date of 1 March 2022.

2 In accordance with the terms of the LTIP arrangement, performance rights issued during the Financial Year ended 31 December 2020 have an
average vesting date of 1 March 2023.

3 Inaccordance with the terms of the LTIP arrangement, performance rights issued during the Financial Year ended 31 December 2021 have an
average vesting date of 1 March 2024.

4 Shown as post 3 November 2020 share consolidation equivalent fair value.

The following rights were in existence during the comparative reporting period, subject to the achievement of
performance conditions and have been independently valued as follows:

Number Exercise Fair value at

as at 31 Dec Last Testing price grant date

Share rights 209 Grant date Date $ $*
Issued 19 April 2018* 36,665 19/04/2018 31/12/2020 - $3.000
Issued 19 April 2018* 36,665 19/04/2018 31/12/2020 - $3.600
Issued 16 April 20192 39,165 16/04/2019 31/12/2021 - $2.100
Issued 16 April 20192 39,165 16/04/2019 31/12/2021 - $3.000
Issued 29 April 2020° 51,335 29/04/2020 31/12/2022 - $1.560
Issued 29 April 2020° 51,335 29/04/2020 31/12/2022 - $2.040

1 Inaccordance with the terms of the LTIP arrangement, performance rights issued during the Financial Year ended 31 December 2018 have an
average vesting date of 1 March 2021.

2 In accordance with the terms of the LTIP arrangement, performance rights issued during the Financial Year ended 31 December 2019 have an
average vesting date of 1 March 2022.

3 In accordance with the terms of the LTIP arrangement, performance rights issued during the Financial Year ended 31 December 2020 have an
average vesting date of 1 March 2023.

4 Shown as post 3 November 2020 share consolidation equivalent fair value.
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38 Share-based payments (cont'd)
Inputs into the model 28 April 2021 29 April 2020 16 April 2019 19 April 2018
Grant date 28/4/2021 29/4/2020 16/4/2019 19/4/2018
Dividend yield 5.8% 12.2% 8.0% 6.7%
Risk freeyield 0.3% 0.2% 1.5% 2.25%
Expected volatility 55% 47.5% 45% 55%
Last testing date 31/12/2023 31/12/2022 31/12/2021 31/12/2020
Share price at grant date” $7.580 $2.880 $3.750 $4.500
Performance rightlife 3 years 3years 3 years 3 years

~ Shown as post 3 November 2020 share consolidation equivalent share price.

The followingtable reconciles the outstanding securities granted to the Managing Director and senior management

at the beginning and end of the Financial Year:

Performancerights 2021 2020
Number of share performance rights:

Balance at the beginning of the financial

year 700,000 18,500,000
Granted during the financial year 251,000 8,500,000
Forfeited during the financial year - (350,000)
Vested during the financial year (92,427) -
Lapsed during the financial year (104,263) (5,650,000)
Share consolidation 30:1 - (20,300,000)
Balance at the end of the financial year 754,310 700,000

The performance rights outstanding atthe end of the Financial Year were 754,310 (2020: 700,000), with a weighted

average remaining contractual life of 1.0 years.

39

Key management personnel compensation

The aggregate compensation madeto directors and other members of key management personnel of the Company

and the Group is set out below:

Consolidated/Company

2021 2020

$ $

Short-term benefits 1,894,750 1,842,352
Post-employmentbenefits 84,840 76,635
Other long-term benefits - -
Termination benefits - -
Share-based payments 689,032 512,595
2,668,622 2,431,582
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40 Business Combinations

Capral Limited acquired certain assets and employee entittlements of the G James Extrusion Smithfield Business
from G James Extrusion Co. Pty. Ltd on 1 February 2021 for a total consideration of $10,302,000.

Consolidated

2021 2020
$'000 $'000
Consideration
Cash at Completion 7,100
Cash post Completion 3,202
Total Consideration 10,302

Acquisition-related costs amounting to $48,000 have been excluded from the consideration transferred. Further
cost relating to the integration of the acquired business for the year was $65,000 (2020: nil). Both these have
beenrecognised as an expense in the period, within the 'Other expenses'line item in the Consolidated Statement
of Comprehensive Income.

Smithfield Extrusion Facility was primarily acquired to provide additional extrusion capacity in key New South
Wales market and reduce freight costs due to interstate production. In addition, the acquisition also facilitates
better utilisation of other production facilities and reducing occasional reliance on third party producers.

Fair value of assets acquired and liabilities assumed at the date of acquisition:

Consolidated

2021 2020
$'000 $'000
Currentassets
Inventory 3,194
Non-currentassets
Fixed assets 4,508
Currentliabilities
Employee benefits (470)
Total 7,232
Goodwill:
Consideration 10,302
Less: fairvalue of identifiable netassets acquired (7,232)
Goodwill 3,070
Net cash outflow on purchase of a business:
Consideration paidin cash (10,302)
Net cash outflow on purchase of a business (10,302)

The goodwill of $3,070,000 arising from the acquisition consists mostly of the synergies and economies of scale
expected from combining the operations of Smithfield and Capral Group.

Impact of acquisition on the results of the Group

The acquired business contributed revenue of $22,275,000 and a profitfor the year of $626,000 to the group for
the period from 1stFebruary 2021 to 31 December 2021.

Had the business combination been effected at 15t January 2021, the revenue of the Group would have been
$595,303,000 and the profitfor the year would have been $42,868,000.
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DIRECTORS DECLARATION

The directors declare that:

(a) in the directors' opinion, there are reasonable groundsto believe that Capral will be able to pay its debts
as and when they become due and payable;

(b) in the directors' opinion, the attached financial statements and notes thereto are in accordance with the
Corporations Act 2001, including compliance with accounting standards and giving a true and fair view of
the financial position and performance of Capral and the consolidated entity;

(c) in the directors’ opinion, the financial statements and notes thereto are in accordance with International
Financial Reporting Standards issued by the International Accounting Standards Board; and

(d) the directors have been given declarations required by section 295A of the Corporations Act 2001.

Signed in accordance with a resolution of the directors made pursuant to section 295(5) of the Corporations Act
2001.

On behalf of the directors

-

AN &

e

e
R.L. Wood-Ward A. Dragicevich
Chairman Managing Director
Sydney

25 February 2022

DIRECTORS’ DECLARATION
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Independent Auditor’s Report to the
Members of Capral Limited

Report on the Audit of the Financial Report

Opinion

We have audited the financial report of Capral Limited (the “Company”) and its subsidiaries (the “Group”) which
comprises the consolidated statement of financial position as at 31 December 2021, the consolidated statement
of profit or loss and other comprehensive income, the consolidated statement of changes in equity and the

consolidated statement of cash flows for the year then ended, and notes to the financial statements, including a
summary of significant accounting policies and other explanatory information, and the directors’ declaration.

In our opinion, the accompanying financial report of the Group is in accordance with the Corporations Act 2001,
including:

e Giving a true and fair view of the Group’s financial position as at 31 December 2021 and of its financial
performance for the year then ended; and

e Complying with Australian Accounting Standards and the Corporations Regulations 2001.
Basis for Opinion

We conducted our audit in accordance with Australian Auditing Standards. Our responsibilities under those
standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Report section of
our report. We are independent of the Group in accordance with the auditor independence requirements of the
Corporations Act 2001 and the ethical requirements of the Accounting Professional & Ethical Standards Board’s
APES 110 Code of Ethics for Professional Accountants (including Independence Standards) (the Code) that are
relevant to our audit of the financial report in Australia. We have also fulfilled our other ethical responsibilities in
accordance with the Code.

We confirm that the independence declaration required by the Corporations Act 2001, which has been given to
the directors of the Company, would be in the same terms if given to the directors as at the time of this auditor’s
report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.
Key Audit Matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of
the financial report for the current period. These matters were addressed in the context of our audit of the
financial report as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on
these matters.

Liability limited by a scheme approved under Professional Standards Legislation.

Member of Deloitte Asia Pacific Limited and the Deloitte organisation. 68
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Key Audit Matter

How the scope of our audit responded to the Key Audit Matter

Carrying value of tangible and intangible
assets, including goodwill and other
intangible assets, property, plant and
equipment and right-of-use assets

As at 31 December 2021, the Group had
goodwill of $3.070m, other intangible
assets of $0.7m, property, plant and
equipment of $53.195m (net of previously
recognised impairment  losses  of
$34.069m) and right-of-use assets of
$75.313m.

Goodwill and indefinite life intangible
assets are required to be tested for
impairment annually and whenever an
impairment indicator exists. As a result,
management  completed impairment
testing at 31 December 2021 to assess the
recoverability of the carrying value of
tangible and intangible assets, including
goodwill and other intangible assets,
property, plant and equipment and right-
of-use assets. This is performed through a
value-in-use discounted cash flow model
(“impairment model”).

Note 1d outlines the determination of the
goodwill as well as the carrying value of the
property, plant and equipment and right of
use assets which requires significant
judgement by management in assessing for
any indicators of impairment and preparing
a value-in-use discounted cash flow model,
including;

e estimating future growth rates,

e discount rates, and

e the expected cash flows and capital
expenditure.

Our procedures included, but were not limited to:

Assessing the process undertaken and conclusions
reached by management in determining indicators of
impairment or reversal of impairment;

Reviewing the FY22 budget, the basis on which it has
been prepared, and assessing the historical accuracy of
forecasting by management;

Assessing other key assumptions in the impairment
model including:

o discount rate;

o forecasted cash flows and capital expenditure;

0 lease payments and sustaining capital
expenditures on leases;

0 growth rates, in particular with reference to
historic growth rates and forecast macro-
economic conditions impacting demand in the
industry; and

0 terminal growth rate.

Engaging our valuation specialists to assist with
evaluating the appropriateness of the discount rate
adopted,;

Recalculating the mathematical accuracy and integrity
of the impairment model;

Performing sensitivity analysis on the key assumptions
and inputs in the impairment model, to assess the
extent of change in those assumptions that either
individually or collectively would result in impairment or
reversal of impairment; and

Assessing the headroom in the impairment model and
whether it is indicative of a requirement to reverse
previously recorded impairment losses.

We also assessed the appropriateness of the disclosures in Notes
1c(k), 1d, 14, 16 and 17 to the financial statements.

Recognition and recoverability of deferred
tax assets

As disclosed in Note 11, at 31 December
2021, the Group has recognised deferred
tax assets of $15.335m and as disclosed in
Note 4, the Group has unrecognised and
unused tax losses and temporary
differences of $58.278m and $23.846m
respectively.

Our procedures included, but were not limited to:

Engaging our tax specialists to assist us in assessing the
availability of tax losses and temporary differences to
the Group;

Reviewing management’s forecasts in respect of the
Group’s taxable income;

Assessing the key assumptions in management’s
calculations including:
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Deferred tax assets in respect of tax losses o0 Comparing the consistency of the assumptions

and temporary differences are recognised used to the inputs and assumptions in

when it is probable that the Group will have management’s impairment model;

future taxable profits against which such 0 Assessing whether the period used to forecast

losses and temporary differences will be taxable profits is appropriate;

utilised. 0 Assessing the likelihood of the Group achieving
these forecasts.

The Group’s ability to recognise deferred
tax assets in relation to tax losses and
temporary differences is assessed by
management at each reporting period.
Significant judgement is required by
management in their assessment of the
guantum of available tax losses and
deductible temporary differences, and
whether it is probable that some or all of
these tax losses and temporary differences
can be utilised in the foreseeable future.
This assessment includes estimating the
Group’s future shorter term taxable income
and the probability of those forecasts being
met.

We also assessed the appropriateness of the Group’s disclosure
in respect of the deferred tax assets including tax losses and
temporary deductible differences in the notes to the financial
statements.

Management’s assessment resulted in the
recognition of an additional $9.430m of
deferred tax assets as at 31 December 2021
as disclosed in Note 11.

Other Information

The directors are responsible for the other information. The other information comprises the Chairman’s Report,
Managing Director’s Operations and Financial Review, Sustainability Report and Directors’ Report, which we
obtained prior to the date of this auditor’s report, and also includes the following information which will be
included in the Group’s annual report (but does not include the financial report and our auditor’s report thereon):
Members Details and Corporate Directory, which is expected to be made available to us after that date.

Our opinion on the financial report does not cover the other information and we do not and will not express any
form of assurance conclusion thereon.

In connection with our audit of the financial report, our responsibility is to read the other information identified
above and, in doing so, consider whether the other information is materially inconsistent with the financial report
or our knowledge obtained in the audit, or otherwise appears to be materially misstated. If, based on the work we
have performed on the other information that we obtained prior to the date of this auditor’s report, we conclude
that there is a material misstatement of this other information, we are required to report that fact. We have
nothing to report in this regard.

When we read the Members Details and Corporate Directory, if we conclude that there is a material misstatement
therein, we are required to communicate the matter to the directors and use our professional judgement to
determine the appropriate action.

Responsibilities of the Directors for the Financial Report

The directors of the Company are responsible for the preparation of the financial report that gives a true and fair
view in accordance with Australian Accounting Standards and the Corporations Act 2001 and for such internal
control as the directors determine is necessary to enable the preparation of the financial report that gives a true
and fair view and is free from material misstatement, whether due to fraud or error.
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In preparing the financial report, the directors are responsible for assessing the ability of the Group to continue as
a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of
accounting unless the directors either intend to liquidate the Group or to cease operations, or has no realistic
alternative but to do so.

Auditor’s Responsibilities for the Audit of the Financial Report

Our objectives are to obtain reasonable assurance about whether the financial report as a whole is free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance
with the Australian Auditing Standards will always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of users taken on the basis of this financial report.

As part of an audit in accordance with the Australian Auditing Standards, we exercise professional judgement and
maintain professional scepticism throughout the audit. We also:

o Identify and assess the risks of material misstatement of the financial report, whether due to fraud or error,
design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

o Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Group’s internal control.

o Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by the directors.

e Conclude on the appropriateness of the directors’ use of the going concern basis of accounting and, based on
the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may
cast significant doubt on the Group’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s report to the related disclosures in the
financial report or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the
audit evidence obtained up to the date of our auditor’s report. However, future events or conditions may cause
the Group to cease to continue as a going concern.

o Evaluate the overall presentation, structure and content of the financial report, including the disclosures, and
whether the financial report represents the underlying transactions and events in a manner that achieves fair
presentation.

o Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business
activities within the Group to express an opinion on the financial report. We are responsible for the direction,
supervision and performance of the Group’s audit. We remain solely responsible for our audit opinion.

We communicate with the directors regarding, among other matters, the planned scope and timing of the audit
and significant audit findings, including any significant deficiencies in internal control that we identify during our
audit.

We also provide the directors with a statement that we have complied with relevant ethical requirements
regarding independence, and to communicate with them all relationships and other matters that may reasonably
be thought to bear on our independence, and where applicable, actions taken to eliminate threats or safeguards
applied.
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From the matters communicated with the directors, we determine those matters that were of most significance
in the audit of the financial report of the current period and are therefore the key audit matters. We describe
these matters in our auditor’s report unless law or regulation precludes public disclosure about the matter or
when, in extremely rare circumstances, we determine that a matter should not be communicated in our report
because the adverse consequences of doing so would reasonably be expected to outweigh the public interest
benefits of such communication.

Report on the Remuneration Report

Opinion on the Remuneration Report

We have audited the Remuneration Report included in pages 14 to 25 of the Directors’ Report for the year
ended 31 December 2021.

In our opinion, the Remuneration Report of Capral Limited, for the year ended 31 December 2021, complies with
section 300A of the Corporations Act 2001.

Responsibilities

The directors of the Company are responsible for the preparation and presentation of the Remuneration Report
in accordance with section 300A of the Corporations Act 2001. Our responsibility is to express an opinion on the
Remuneration Report, based on our audit conducted in accordance with Australian Auditing Standards.

K eloit Touchs Tohmatou

DELOITTE TOUCHE TOHMATSU

X Delaney

Partner

Chartered Accountants
Parramatta, 25 February 2022
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