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Innovation

wherever you are




At Codan, our purpose is to create long-term
shareholder value through the design,
development and manufacture of innovative
technology solutions.

We work with customers in over 150 countries,
providing metal detecting, communications,

security and productivity solutions for some of
the harshest environments on earth.

Innovation .
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Annual General Meeting
The Annual General Meeting of Codan Limited will be held at
11:00 amonWednesday, 28 October 2020.

The meeting will be held virtually via an online platformat
https://web.lumiagm.com with meeting ID 384-150-475.
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_ Record statutory
Highest full-year net profit after tax
salesinthe

company’s history $64.0
$348.0 million
million Anincrease of 30%

Record

sales
achieved in both 18.5 ce“ts

Metal Detection and fully franked
Communications (interim 75, final 11.0)

Annual dividend

AVININMS OCAA

Strong balance
sheet continues

Earnings per share 92.8
35.5 cents ﬁli“iO“

up 39% net cash

CODANLIMITED

Founded in 1959 and headquartered in South Australia, Codan Limited (ASX:CDA) is an
international company that develops rugged and reliable electronics solutions for government,
corporate, NGO and consumer markets across the globe.

Codan'’s technologies include metal detection, communications and tracking solutions.

We have approximately 450 employees located in Australia, Canada, the USA, Ireland, the UAE
and Brazil. Our marketing reach embraces activity in over 150 countries, with exports accounting
for more than 85% of our sales.




2016
2017
2018
2019
2020

) $169.5m
Operating
revenue

$348.0m

$2299m

$270.8m

$348.0m

2016 $41.9m
2017
2018
2019

2020

ERITDA
$1M7.8m

$75.6m

$70.4m

$78.6m

$117.8m

2016
2017
2018
2019

NPAT

$64.0m

$39.8m
$45.7m

$44.7m

Results for the year % of % of % of % of % of
ended 30 June 2020 sales 2019 sales 2018 sales 2017 sales 2016 sales
Revenue Note

Communications $104.0m 30%  $776m 29% $56.5m 25% $709m 31% $65.0m 38%
Metal Detection $236.4m 68% $182.1m 67% $1640m 71% $148.0m 66%  $99.2m 59%
Tracking Solutions $7.6m 2% $11.1m 4% $9.4m 4% $7.2m 3% $5.3m 3%
Other

Total revenue $348.0m 100% $270.8m 100% $2299m 100% $226.1m 100% $169.5m 100%
EBITDA $117.8m 34% $78.6m 29%  $70.4m 31% $75.6m 33% $419m 25%
EBIT $89.6m 26% $63.4m  23%  $53.7m 23% $61.5m 27%  $29.2m 17%
Interest ($0.6)m ($0.1)m ($0.5)m ($0.8)m ($1.7)m

Net profit before tax $89.0m 26% $63.3m 23%  $53.2m 23%  $60.7m 27%  $27.5m 16%
Taxation ($25.00m ($17.6)m ($13.4m ($16.0)m ($6.49m

Net profit after tax $64.0m 18% $457m 17%  $39.8m 17% $447m 20% $21.1m 12%
Earnings per share, 35.3c 25.3c 22.1c 24.9c 11.9c

fully diluted

Ordinary dividend 18.5¢ 9.0c 8.5¢ 7.0c 6.0c
pershare

Special dividend -C 5.0c 4.0c 6.0c -C

per share

Returnonequity 28% 23% 23% 29% 16%
Gearing 0% 0% 0% 0% 8%

Notes:

1. Returnonequity is calculated as net profit after tax divided by average equity

2. Gearingis calculated as net debt divided by the sum of net debt and equity
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CHAIRMAN'S LETTER
TO SHAREHOLDERS

COVID-19 hasimpacted our businessin many ways but |
don'tintend to dwell on thisissue. Rather, we are focussing on
adjusting our business to ensure that we continue to deliver
strong results. We will have amuch better view on the year
ahead by the time the AGM comes around.

Donald has provided somerealinsightsinto each of our
business unitsin his report. From the board’s perspective,
the most pleasing aspect of our result is that it was the most
balanced that we have ever achieved.

Within Minelab, Recreation and Countermine are making
steady progress towards achieving $100 millionin turnover
inthese two markets alone. The days of our Minelab business
being completely dominated by Gold Mining sales are now
distant. That said, the Minelab Gold Mining business had
another outstanding year as we again extended our product
offering. Product range and geographic market extensions will
continue to be the cornerstones of success for Minelab. High
levels of investment in R&D and new product development to
ensure that Minelab remains the global market leader in metal
detection productsis an easy decision.

It was really pleasing to see that the hard work putinto
reshaping our Tactical Communications business paid off
during the year. We are now very much acommunications
solutions provider with a strong focus oninteroperability.
Therecord sales achieved in this division meant that Tactical
Communications was a strong contributor to our results.
Next year we fully expect that our LMR division will further
deliver onits systems sales strategy, so that it too will become
animportant part of a balanced portfolio of businesses that is
Codantoday.

You will note that we have revised the content of our
Remuneration Report this year. Hopefully this will help
shareholders to better understand thisimportant but complex
areaof our business. Given that the FY21 year will present
anumber of unique challenges, we will be taking a slightly
different approach to short-termincentives for the executive
teamthis year. | will provide further details at the AGM.
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It is pleasing to be able to comment on another very
successful year for your company. The profit achieved
in FY20 was an all-time record by some margin.

Cash flow was strong and we ended the year with net
cash of $93 million. Some may think that our balance
sheet is too conservative. | disagree. Our combination
of cash on hand and access to additional funding
provides us with real optionality and supports our
investment in innovation.

We are committed to ongoing education across the entire
business, including your board. This year we have invested
significant time and money to better understand the vagaries
of the Anti Bribery and Corruption regimes around the world,
withaparticular focus on the USA legislation. We also spent
time working with the executive team so that the value drivers
in M&A are fully understood and that M&A is seen as a tactic to
create value viagrowth, rather than astrategy initself.

Last year | mentioned the rise and rise of litigation funders and
classactions. Our Directors and Officers Insurance premiums
haveincreased fromunder $100,000in FY18 toalikely cost of
$1 million onrenewal this year. We believe that urgent federal
government interventionis required as Australiais largely out of
step with therest of the world.

Asaboard, weare very clear that for Codan, the primary
sources of wealth creation are innovation and capability
development. Over the last three years we have invested $83
million or 10% of salesin R&D and new product development.
This has driven the growth across our business and has been
the primary driver of wealth creation. We remain committed to
thisstrategy.

We really appreciate your support of Codan and look forward
to providing an update on our current year trading at the AGM
inOctober.

David Simmons
Chairman



Over the last three years we have
invested $83 million or 10% of sales in
R&D and new product development.
This has driven the growth across our

business and has been the primary
driver of wealth creation.
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CEO’s REPORT

| am very pleased to report that despite the
challenges presented by the global COVID-19
pandemic, Codan has once again achieved

its highest ever sales and profitability, as we
continued to successfully implement our
strategic growth plan.

This was driven by the strength of gold detector salesinto the
artisanal gold mining market, continued growth in sales of

our recreational metal detectors and several major contracts
delivered by the Communications business.

During FY20, weincreased our investment to $31 millionin
engineeringinorder to further diversify our revenues through new product introductions. We continued
to make the transition to a full solutions provider in our Communications business and further broadened
our geographic footprintin Minelab. As aresult, demand across all of our international markets was more

evenly distributed.

Net profit after tax was $64 million for the year on group sales of $348 million. The company declared afully
franked final dividend of 11 cents per share, following on fromthe 7.5 cent per share fully franked interim
dividend. Thisresultedinatotal dividend of 18.5 cents for the full year, anincrease of 32% over FY19.

Strong cash generation again during FY20 resulted inanet cash position of $93 millionat 30 June 2020,

up from $38 million at the same time last year.

Metal Detection

Minelabis the world leader in handheld metal
detecting technologies for recreational, gold
mining, demining and military markets. For more
than 30 years, Minelab has introduced more
innovative technology than any of its competitors
and has taken the metal detectionindustry to new
levels of technological excellence.

Minelab delivered arecord performance during
thelast 12 months, with salesincreasing 30% to
$236 million. Thekey driver was our commitment
to ongoing investment into new products and
business development in new geographic
territories, creating a strong demand for our fulll
range of metal detectors across both the artisanal
gold mining and recreational markets. We are
particularly pleased with the growth we have
achieved over recent yearsinthe recreational
market as we continue to introduce new technology
to our customers and significantly expand our retail
distribution footprint.

Inartisanal gold mining, Minelab continues to
dominate, with the GPZ 7000¢°, SDC 2300°and
Gold Monster®. Gold Monster® was designed
specifically for our African customers and has
become the machine-of-choice for entry level
artisanal miners.

6 CODAN

TheSDC 2300°is exceptionally good at discovering
fine-particle goldin highly mineralised soils, and
existing customers are upgrading to the top of

line GPZ 7000° detection performance as they
become more successful. Minelab will soonrelease
an exciting new GPX® gold detector which will draw
upon the best features of the GPX 5000™ and

SDC 2300¢.

Despite the challenges presented by COVID-19,
Minelab's recreational business achieved arecord
result. The demand for our recreational detectors
has beenremarkably resilient right through the
pandemic, which we attribute to metal detecting
being aremote outdoor hobby that has the
potential to find items of value. The successful
release of our second simultaneous multi-
frequency (Multi-IQ®) detector, VANQUISH®, and
the sustained strong demand for our Multi-IQ®
EQUINOX® detector positioned us to take additional
market share.

INFY21, Minelab will benefit fromafull year
of VANQUISH® sales, the release of anew
gold detector and an expanding geographic
sales footprint.










Communications

Codan Communications designs and manufactures
mission-critical communications equipment for
global military and public safety applications. Its
solutions allow customers to save lives, enhance
security and support peacekeeping activities
worldwide.

Thedivision had anexcellent yearin FY20, with both
Tactical Communications and LMR achieving record
saleslevels, resultingin asalesincrease of 34% to
$104 million. This growth was largely attributed

to anumber of major contracts being deliveredin
Tactical Communications, including the $15 million
East African contract and several larger systems
sales by LMR.

We continue to execute our strategy of transitioning
the Communications division from a product-centric
business to afull solutions provider. Ongoing
product development is being complemented by
strategic partnerships with key suppliersin order to
further broaden our solutions offering.

Tactical Communications continues to target the
global military market, with afocus on developing
world militaries in Africa, the Middle East, Asiaand
Latin America.

Our Tactical Communications portfolioincludes a
highly advanced software defined radio platform
andinteroperability solutions which are further
supplemented by our in-country service, training
and customer support. The strengthin our existing
partner network will allow us to continue to offer
the samelevel of in-country service and support,
despite the current travel restrictionsimposed

by COVID-19. We are also investing in our digital
footprint toincrease remote support to our partners
andendusers, now andinto the future.

InLMR, our strategy is to grow the business by
transitioning into larger systems projects and
offering ongoing service and support. This will

be enabled by the release of our new Cascade™
software defined solution, aninteroperable first-
responder radio with excellent performanceata
competitive price point. Cascade™ is scheduled for
fullreleasein FY21.

Tracking Solutions

Minetec provides unique, high-precision tracking,
productivity and safety solutions for underground
hard-rock mines. Minetec's technology allows real-
time monitoring and control of mining operationsin
order to optimise productivity and enhance safety.
Itis an enabling technology required for mining
automation.

As previously announced, in 2018, Minetec entered
into an exclusive globallicensing, technology
development and marketing agreement with
Caterpillar Inc. We have since integrated Minetec's
high-precision tracking capability into the Caterpillar
MineStar® solution whichis providing marketing
leverage into Caterpillar's global dealer network.

During FY20, the board conducted astrategic
review of our Tracking Solutions business.

The global agreement with Caterpillar Inc. has
resulted in Minetec transitioning into apure
software and development support business.
This coupled with the fact that Minetec did not
meet Codan’'s expectationsin FY20, hasresulted
inadecision to write down capitalised product
development by $7.5 million this year.

Our strategy for Minetec continues to focus on
working with Caterpillar in order to leverage their
globaldistribution network. Aswe continueto
transition the business to being a technology
provider to Caterpillar, we have reduced our cost
structure and asaresult, we expect the business to
return to profitability in FY21.

Our People

Therecord results this year could not have been
achieved without the dedication and flexibility

of our people, who worked tirelessly under very
difficult circumstances in the second half of the
year. Global supply chains and new business
development were all decimated by the lockdowns
and travel bansimposed as aresult of the recent
COVID-19 pandemic.

Despite all of these challenges, which came with
the added pressure of personal uncertainty,
peopleright across the business continued to seek
solutions and did what it took to ensure that we
continued to operate and meet the requirements of
our customers.

Onbehalf of the board, | would like to give a heartfelt
thanks to our people for their outstanding response
to this situation. Without them and their exceptional
efforts, none of this would be possible.

Dt A

Donald McGurk
Managing Director and CEO
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— Selling into 150 countries
o With operations across the globe
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FY20 Summary
® Another record year with highest sales in the
history of Minelab

= \VANQUISH® coin and treasure detector released
and sold through hundreds of retail outlets
across North America

® Sales growth in Latin America driven by Brazil
office expansion

® Maintained stronghold on the African artisanal
gold mining market

FY21Objectives

® New gold detector to be released
= New Countermine metal detector, the MF5™,
to be released

® Build on VANQUISH® launch success to
maximise our foothold into the North American
retail outlets

= Continue expansion of our retail distribution
channels in Europe

Minelab is the world leader in providing metal detection technologies for

coin and treasure, gold prospecting and military requirements. Through our
dedication to research and development, innovative design and production
quality, Minelab is the world-leading manufacturer of handheld metal detection
products. Over more than 30 years, Minelab has introduced more innovative and
practical technology than any of our competitors and has taken metal detection

technology to new levels of excellence.

Minelab employs the largest and world's best
metal detection research and development
team, developing technologies that are
consistently superior to those of our competitors.
Our new products, including the latest coinand
treasure detector to join the Minelab portfolio,
the VANQUISH®, with Multi-IQ technology, are a
reflection of the world-leading engineering
development that is undertaken at Minelab.

The decision to establish a sales and distribution
hubin Brazilis continuing to prove successful. In
2020 we further invested in our Brazil office with
additional staff employed and the establishment of
alarge dealer network. Sales into Latin Americahave
primarily been driven by the gold market, however
we have also recently added the coin and treasure
detector range to the portfolio withinitial success.

Recreation - all targets, all soils,
all the time

Minelab was built on the success of selling metal
detectorsinto the developed economies of Australia,
North America, Europe and Russia. Our customers'
interests range from metal detecting as aninterest,
as ahobby and passion, asasport, orin some cases,
asasource of income.

Our comprehensive range includes gold detectors for
prospectors and coin and treasure detectors used to
find jewellery and artefacts. This part of the business
represents a significant portion of the total Minelab
business and has continued to grow from strength to
strength as we release new and improved technology
and productsinto this market.

Contributing to this growth was the launch of the
VANQUISH® coinand treasure detector. Released
inthefirst half of FY20, the VANQUISH®isan
introductory simultaneous multi-frequency detector,
(Multi-IQ technology), with arecommended retail
price of US$199 to US$499. With thisentry level
price point we have expanded our presenceinto the
North American retail segment with these detectors
now available in over 900 “big box" retail stores across
North America, driving solid brand awareness and
increasing exposure to new consumers.

We have continued to experience growth with the
EQUINOX® Multi-IQ simultaneous multi-frequency
detectorinits second full year of sales. EQUINOX®
has become the machine of choice for detectorists
around the world. As more detectorsare usedin
thefield and the true performance of the detector
across various ground conditionsis experienced,
more demand has resulted, with flow onshare gains
inthesegment.







Minelab’s world-leading gold detection
technology continues to revolutionise the
way small-scale gold miners around the world
prospect for gold. Artisanal mining areas
around the world tend to have relatively
young populations and, coupled with high
unemployment rates, lends itself to the
expansion of artisanal small-scale miners in
gold bearing regions.

NOILO414d VL3N

These small-scale gold miners have previously
used traditional and often environmentally
damaging mining techniques to find gold.
Minelab’s metal detectors are changing

the way gold is found by these miners.
Minelab'’s detectors add accuracy and efficiency
to finding and extracting gold, and deliver a
rapid return on investment to the user.

14 . CODAN

Small-scale gold mining - striking gold

With direct presence now in Dubai and Brazil
we are closer to many of our artisanal mining
customers and markets which has allowed us
to strengthen and support our distribution
channels and broaden our customer base.

Our team offer a high level of product training
and support to our extensive dealer networks
so they can in turn pass this onto their end
users to help get the best performance from
their detectors. This training also enables us to
establish regional accredited service centres with
trained technicians to provide maintenance and
technical support for our end users.

Minelab will soon release a new GPX® detector
which introduces an ease of use technology,
GeoSense Pulse Induction, and will sit within
the premium end of our gold detector product
portfolio.




Countermine - all mines, all soils, all conditions

Minelab's detectors are widely recognised for
locating landmines and explosive remnants of war
as well as the detection of improvised explosive
devices (IEDs). The Countermine businessis
strategically important to Minelab, with the
continual development of leading-edge technology
and products toincrease our global market share.

Since the successfullaunch of the dual sensor (metal
detection and ground penetrating radar) MDS-10°
inFY19, the product has undergone comprehensive
accredited international trials, provingitisan
exceptional dual sensor detector with sales made to
alliedinternational militaries.

Utilising the same metal detection technology

as used by the metal detector sensorinthe
MDS-10°, the MF5™ will be released as our new
dedicated Countermine detectorinFY21. We have
successfully tested MF5™ prototypes with
international militaries and both products are now
well placed to secure significant contracts against
their competition.

Minelab’'s Countermine detectors are manufactured
in Adelaide and are supplied to humanitarian
demining non-government organisations,

militaries and commercial demining companies
across the globe.

ANNUAL REPORT 2020




NOLLOF1H4A V1N

16  CODAN

_MINES. ALL SOILS.
CONDITIONS.



The trusted global leader in
humanitarian demining, UXO clearance
and countermine operations, Minelalb
mine detectors can be found in service
in more than 55 countries around the
world through partnerships with NGOs,
commercial demining companies,

the United Nations and individual
nation state militaries. Minelab recently
released their newest ground search
detector, the MDS-10°.

The MDS-10°is adual sensor detector with unique
Metal Detection (MD) and Ground Penetrating
Radar (GPR) technologies to provide superior results
inthe detection of metaland non-metal targets
utilising Minelab's Simultaneous Multi-Frequency
Digital technology and Chemring's proven Ultra
WideBand Impulse Radar. This combinationis
engineered to detect all conductive and non-
conductive targets of interest in varied soil
conditions and operating environments.

The MDS-10°is easy to operate — even with
oneglovedhand. The 3.5 inch waterproof and
shockproof QVGA display, compatible with night
vision goggles, delivers optimal performance during
tactical operations.

Minelab's engineering team were presented with
the EIDA Electronics Industry Excellence Awards at
the World Electronics Conference for New Product
Design of the MDS-10° based on both the superior
designas well as the significant technical innovation.

—

—— . e

N

/7

f o \«-\ N
‘ N p"'
.‘ '\-\\
- . s

- b

1
This detector has an excellent
and demonstrated superior det
low metal and non-metal conductiv
and long wires... The MDS-10° provid
intuitive and easy-to-use interface provi
graphicalindications of both GPR and
metal detection. The MDS-10° requires
limited number of user settings for optimu
operationand at 6.1 pounds, it is considler
light and compact for the capability provicle
The training burden for this system is expected
to be low due to the systems ease of use.

Extract from the Sub-Surface Ordnance and
Improvised Explosive Device Locator (SOIL)
Assessment Report prepared by the US Naval Surface
Warfare Center.
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COMMUNICATIONS

Codan Communications is a leading international provider of premium
communications solutions for Tactical and Land Mobile Radio (LMR).

Our mission is to provide communications solutions that allow our customers
to be heard so that they can save lives, protect assets, ensure security and
support their local needs. With more than 60 years in the business, Codan
Communications has earned a reputation for quality, reliability and customer
satisfaction, producing innovative and industry-leading technology solutions.

With deploymentsin more than 150 countries,
Codan Communications continues to enhance
its world-class product and solutions design,
development andimplementation capability.
Ourfocusis firmly on delivery to our customers as
we enable themto be heardinthe most testing
conditions in the moments that matter.

Tactical Communications serves worldwide
defence, peacekeeping, humanitarian, commercial,
security and public safety markets.

Land Mobile Radio serves worldwide security,
public safety, and commercial markets.

FY20 Summary

Asaresult of record sales inboth Tactical and Land
Mobile Radio markets, the Communications division
achieved unprecedented revenue of $104 million,
with both markets recording their largest contracts
in the history of Codan.

Tactical Communications

® Expanded market share in the defence market
by the successful launch of Sentry® Software
Defined Manpack

® Delivered multiple large scale system programs
® Successfully renewed NGO contracts

= Grew revenue and demand for our in-country
services and training

® Diversified and grew sales by broadening
our solution offering

Land Mobile Radio

® Significantly progressed the Cascade™
LMR solution for planned release in FY21

® |ntroduced CodanCare service for
LMR customers

® Record sales year; won a number of
communication systems orders growing
the business in this area

FY21O0bjectives

Tactical Communications

® Continue to deliver on our strategy of
diversifying and growing sales by broadening
our solution offering

® Continue to expand market share
in the defence sector, and security
communication markets

® Expand our range of solutions, by addressing
the real world challenges experienced by our
customers in key areas of interoperability,
situational awareness, and secure voice and
data communications

® Focus on continuing to grow our in-country
services, training and customer support

Land Mobile Radio

® Continue transition to a systems provider in the
public safety communications market

® Deliver on Cascade™ LMR solutions

® Explore strategic opportunities to diversify and
grow sales in the public safety market

Tactical Communications experienced another year
of strong growthinits core defence and security
markets after successfully expandinginto the

US funded foreign aid communications market,

and significant contract wins fromits Asia Pacific,
Middle East and African defence-based customers.

During FY20, we delivered our largest order on
record to an African security and defence customer
and won asignificant US funded Security Assistance
Programin the Middle East.
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A MOUNTAINOUS NEED FOR
RELIABLE COMMUNICATIONS

Reliable communication network plays vital role in delivering
one-of-a-kind adventures and supporting public safety.

THE CHALLENGE The Codan repeaters were installed on the
mountaintop to support person-to-person
communications between all parties, including
the helicopter crew, those back at headquarters,
guests and the SVHS guides on the ground.

Sun Valley Heli Ski's (SVHS) business involves
helicoptering skiers in and out of isolated
mountain peaks, so when they began
experiencing outage, coverage, and reliability

issues, it hired Tajkowski Technical Planning to The main radio/repeater is located in a shelter
find a solution. Tajkowski did a complete system  that sits at 10,000 feet and is powered by a DC
audit and evaluation which uncovered myriad solar power plant. With temperatures commonly

issues that led to the unreliable communications. dropping to -40°F, the equipment has to be
robust enough to withstand this.
THE RESULT - ANETWORK THAT

EXCEEDS EXPECTATIONS SVHS also uses the Codan transportable

repeaters at various locations to extend
The customer decided to decommission its coverage when needed. These are flown via V,
old system and install Codan. The Codan MT helicopter to the top of peaks and placed
Series is designed to provide reliable coverage in areas that support the broadest possible
in challenging terrains — ranging from freezi ¢

snow




ABIGINVESTMENT IN PUBLIC SAFETY

SVHS's Codan network is so robust that it
plays a dual role. It is used both for SVHS
operations and also for search and rescue.

“We wanted a public safety grade network
SO we can assist government agencies with
life-saving missions,” says Tajkowski. “Using
Codan,” he continues, “when there is an
emergency, we have full radio interoperability
with public safety teams from state and
local governments. And because of our
state-of-the-art helicopters, we are often the
first choice when transporting responders to
the scene.”

Codan sells solutions, not products.
My business isn't about building
standard radio systems. | design
mission-critical special application
radio systems. And when [ talk to
Codan, I'm talking to engineers who
help me find many ways to overcome
network challenges.

Sean Tajkowski,
Tajkowski Technical Planning
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Minetec provides unique high-precision tracking, productivity and safety
solutions for underground hard-rock mines. Minetec'’s technology enables
real-time monitoring and control of mining operations, allowing miners to
visualise the whole mine in order to optimise productivity and enhance safety.
This technology is now integrated into the Caterpillar MineStar® for Underground
solution and available through the Caterpillar global dealer network.

The enhanced MineStar® for Underground
solution now combines a range of safety and
productivity capabilities to our customers:

Safety:

® Proximity awareness; increased visibility of
machines and vehicles

® Traffic management; control of physical access
within congested areas

® Proximity detection; audio and visual alerts
of machinery, vehicles or other minersin
close proximity

® Collision avoidance; the ability to
automatically slow or stop a vehicle in
response to nearby threats

Productivity:

= Machine data; provision of real-time data to
support production and maintenance planning

® Development, production and maintenance
scheduling; automated shift planning for
underground operations

® Short interval control; the ability to modify the
shift plan in real time

These capabilities are now integrated into
MineStar® for Underground software system
branded as Caterpillar Fleet, Detect and Health.

FY20 Summary

® Achieved general availability of MineStar® for
Underground software solutions; for stope and
block cave mines

= \Won contract for Newmont’s Tanami stope
mine in Northern Territory

= Completed final product validation for a large
block cave mine in Indonesia

® Completed production readiness of the
software for the BHP Olympic Dam project;
this validates our ability to deploy at scale

® Further integrated Minetec’s engineering team
into the Caterpillar business, allowing for a
restructure of Minetec’s cost base

FY21Objectives

® Quantify the productivity and safety
improvements from deploying the MineStar®
for Underground solution at key reference sites

= Secure new customers through the Caterpillar
global dealer network — targeting Australia,
North America and Latin America

® Transfer legacy Minetec customer sites
to Caterpillar management, with Minetec
continuing to provide expert technical support

® Return Minetec to profitability

Our strategy for Minetec continues to focus on
working with Caterpillar in order to leverage their
global distribution network. We are continuing
our transition to become a software systems
business: developing, delivering and supporting
technology solutions to Caterpillar and their end
user customers.



We are continuing our transition to
become a software systems business;
developing, delivering and supporting
technology solutions to Caterpillar and
their end user customers.
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Codan has assessed our ESG (Environmental, Social, Governance)
risks and opportunities and presented them below. The Board
Audit, Risk and Compliance Committee has endorsed the content
within this report, which was compiled with the contribution of
various leaders across the business.

ENVIRONMENTAL

&

ok ok K

Codanis conscious of our impact on the environment during the manufacture, distribution,
use and disposal of our products. We maintain an effective Work Health, Safety and
Environmental Management System that is integral to our business processes and

are accredited to OHSAS 18001 and AS/NZS 4801 Occupational Health and Safety
Management Systems and AS/NZS ISO 14001 Environmental Management Systems.

Codan has adopted stringent testing and quality
control procedures. Itis accreditedto AS 9100
Quality Management System — Requirements for
Aviation, Space and Defence and maintains quality
assurance systems approved to International
Standard AS/NZS1SO 9001. Codan’s commitment
also extends to our supply chain. Our two

largest suppliers, Plexus Corp and Venture
Corporation Limited, comply with ISO 9001
Quality Management Systems and ISO 14001
Environmental Management Systems. We partner
with suppliers who meet stringent quality
standards, areinnovative and workin safeand
responsible ways.

As part of our ISO certification process,

we continually review and update our business

risk management register, and conclude that we
donot have any significant environment risks.

We consider our potential environmental incidences
couldrange from a dangerous chemical spill that
requires notifying the EPA, to anoise complaint
fromneighbours. InFY20 wereported no
environmentalincidences.

Our global head office located in the Technology
Park precinct at Mawson Lakes, South Australia,
houses around 240 Codan, Minelab and Minetec
staff, andis currently awarded a 4.5 star Nabers
energy rating, which exceeds the minimum 4
starrequirement.

Solar panels at head office

reduced our energy consumption
by 25% in the last six months.

Codan products are RoHS (Reduction of Hazardous
Substances) certified. The goal of RoHSis to reduce
the environmental effect and healthimpact of
electronics. Thelegislation's primary purposeis to
make electronics manufacturing safer at every stage
of anelectronic device’s life cycle. Codan products
arealso fitted with a WEEE (Waste Electrical and
Electronic Equipment) sticker which encourages
consumers to dispose of the product thoughtfully
whenat the end of its lifecycle.

Head office is fitted with multiple
recycling stations and organic
waste bins in staff kitchen areas

to enable sustainable disposal of
organic materials. /|

Codanhasalow carbon footprint with the exception
of air travel, which has been essential given our
global sales footprint. Current COVID-19 restrictions
have prompted abusiness review of our reliance on
air travel and we are working through some options
toreduce this reliance whenrestrictions ease.
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SOCIAL

Our People and Values

. Can-Do . HighPerforming W& CustomerDriven ) Openness&Integrity

Codan’s core values are a shared set of values that shape our company culture
and ultimately enable us to achieve our organisational goals.

Our core values are embodied in the strong
culture of our organisation. We strive for our
values to help guide our day-to-day decisions
and provide the framework for not only what
we do, but more importantly, how we do it.

Our company’s core values underpin our core
purpose of delivering superior shareholder
value by growing a lasting and innovative
organisation that consistently creates
outstanding customer experiences.

Codan seeks to employ individuals who

align to and genuinely relate to our core
values, and encourages all staff to help bring
these values to life through their everyday
interactions with one another. We hold all of
our staff accountable to our values and, most
importantly, our senior leaders of the business,
who play a significant part in shaping our

core values.

Commencing in 2019, Codan partnered

with Next Level Elite, a South Australian
organisation which supports athletes in
broadening their professional goals to make
the most of their athletic success. As part

of the athletes' tailored mentoring program,
which includes topics such as leadership and
media training to life beyond sport, athletes
presented their unique stories to Codan staff.
Each athlete spoke about how they personify

a specific Codan Core Value, such as “Can-Do”
or “High Performing”. This program has proven
to be mutually beneficial for both Codan staff
and the athletes involved. Staff feedback from
these sessions has strongly suggested that this
should be a continuing arrangement.
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COVID-19 RESPONSE

In light of the recent worldwide pandemic,
COVID-19 has tested our resilience and

ability to respond quickly to modify our

way of working. The below measures were
implemented by the business to not only
support staff but also seamlessly continue our
business operations:

[/ Codan’s IT department responded swiftly
to ensure staff were equipped to work from
home as quickly and efficiently as possible;

[ Codan released a ‘COVID-19 staff check in
survey'. With an 82% participation rate,
the results were overwhelmingly positive
with company confidence at 90%, and 98%
of staff felt supported by the company
during this time;

[/ HR held numerous focus groups across
varying parts of the business to capture
any learnings from our modified way
of working, with two of the main
considerations under review being a
Working From Home policy, and future
travel assessment requirements;

[/ Mental health and wellbeing training
facilitated by external psychologists was
offered to all employees. These sessions
focussed on self-care and resilience in the
workplace, as well as additional training for
managers to look out for any early warning
signs if members within their team were
suffering, and what next steps to take.

WORKPLACE, HEALTH & SAFETY

U
\/

A

Codan is committed to a philosophy of

zero harm for all staff in all areas of the
business, and we are particularly conscious
of exposing employees to critical risk,
especially with respect to those travelling to
remote locations. As such, Codan engages
experts to ensure the safety and welfare of
its travellers.

Codan has not had a

lost time injury in the last
three financial years.

Codan’s latest culture
survey included an
inaugural safety section.
After reviewing staff
feedback, we've taken
additional steps in

FY20 to increase safety
communication, and to
encourage all staff to

report all incidences and
near misses.

We are working on a training module to
improve safety awareness across the group
sites, and undertaking an audit against our
legislative requirements for consultation
and communication.




SOCIAL RESPONSIBILITY

W

Being a socially conscious and responsible organisationis a part of Codan's corporate
identity. We endeavour to foster a sense of awareness through our charity programs.
We administer this through our Sponsorships & Charity Committee. We are anavid
supporter of anumber of charities, vianumerous initiatives such as direct sponsorship
dollars and product donations, charity events and providing employees with time away

from work to volunteer.

Proudly Supporting

Codanisalong time proud supporter of Variety
—the Children’s Charity, with 2020 marking our
32ndyear of sponsorship. Specifically Codanis
aGold sponsor of the Variety Bash, Australia's
largest and longest running charity motoring
event through the Australian outback. Throughout
the Variety Bash, participants visit local towns,
stopping into schools and organisations to present
grants and visit the children. Codan participatesin
the event with our own Variety Bash vehicle, and
encourages local and international employees
tobe part of the annual eight day event. Codan
oversees the radio communicationsin the lead up
to the event as well as manning the control centre
to facilitate the communication and tracking of

all official vehicles, mobile workshops and mobile
doctors, for asafe and successful Variety Bash.
Codan employees conduct site surveys ahead of
the Variety Bash to ensure the remote site provides
reliable communications along the Variety Bash
route, as well as provide HF radio operator training,
assist with radio installations and attend Variety
Bash meetings.

variety

the children's charity

The Variety Bash truly feels like a once in a lifetime
experience. Not only did we get to travel through
some remote and beautiful parts of South
Australia, but the focus was always brought
back to the brilliant work that Variety do for the
kids in need, living in these remote communities.
Itis heart-warming to see firsthand how Variety
improves the lives of these children.

Rory, Bash participant

After Australia experienced one of the most
devastating bushfire seasons throughout the
summer of 2019/2020, Codan has assisted the
South Australian Country Fire Service (CFS) in
preparation for the upcoming bushfire season. In
June, Codan donated five HF SDR Manpacks with
allthe latest features and capability, alongside five
VHF transportable repeaters with UHF Links. Codan
is ready to assist the CFS with configuration and
operational training. This equipment will offer CFS
volunteersimproved communications and safety
during extended operationalincidents.

As part of Codan’s response to assist NGOs on the
ground in Africaintheir COVID-19 relief efforts,
Codanhas made communications product
donations to various organisations to support
their work.

Asign of appreciation fromstaff at The Hutt Street Centre

Anemployee led fundraising drive to raise much
needed funds for the Hutt Street Centre, locatedin
Adelaide, South Australia, resultedinacombined
effort from Codan, our employees, suppliersand
customers, raising enough funds to provide more
than 30,000 freshly prepared, hot, nutritious meals
for people experiencing homelessness.
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EMPLOYEE ENGAGEMENT

hd

Codan continues to focus on growing our

own future leaders and building capability

by providing all employees with high-quality
learning experiences and development
opportunities. In the last three financial

vears, we have spent 1% of our staff costs on
education and training. This included a number
of senior and up and coming leaders attending
a two day workshop on "Building High
Performance Teams". In FY20, we rolled out
an online Learning Management System (LMS)
platform which houses various mandatory and
optional training content for all staff to access.

=

In building our future capability, Codan also
partners with the Australian Industry Group
Training Services (AIGTS) to offer selected
candidates a four year apprenticeship within
our head office at Mawson Lakes. This has
been a mutually beneficial program for Codan
and the individual with some of these past
apprentices now joining our "20 years of
service" club.

v

Codan tests its culture through biennial
employee culture surveys.

Our most recent survey in 2020, [which had
an 89% participation rate] revealed that

90% of staff agreed they would recommend
Codan as a great place to work, and are
proud to work for Codan. J
The overall engagement score also increased

10% to 78%.

CODAN

@

The mental health and wellbeing of our staff is
of the upmost importance, and to encourage
this our staff have access to confidential
counselling support, as well as an onsite

gym at head office, employer funded fitness
challenges such as Corporate Cup, 10,000
daily step challenge, and Adelaide’s City to Bay
fun run.

The in house café located at our head office
premises provides Codan-subsidised meals.
This staff benefit encourages our people

to get away from their desks and mingle
with others and to enjoy our canteen and
courtyard facilities.

The "Stark Tower" meeting room is configured
with dual AV, phone, game console,
child-friendly games and toys such that a child
can be brought to work and staff are able to
work in the room at the same time.




WORKPLACE DIVERSITY

Codanis committed to promoting a culture that supports the development of and
embraces a diverse mix of employees throughout all levels of the organisation.

Codanrecognises that our successis directly
related to our people. Our people reflect agrowing
diversity, with different gender, ages, family status,
cultures, ethnicities, and religions represented
among our employees. Research shows that
adiverse workforceis strongly linked to high
performing teams, and we see evidence of that at
Codan throughinnovation, product development
and our global workforce.

Codan'’s purpose to “deliver innovation wherever
youare”, canonly be achieved through the wide
range of talent, experience, skillsand perspectives
of our employees. We recognise that thisis
reinforced by ensuring that our diversity is reflected
throughout alllevels of the organisation.

Codan continues to monitor our diversity profile,
review our recruitment and development processes
and challenge ourselves to understand our
employees better, so that all of our employees have
the ability to succeed and meet their potential.
Codanis committed to sustaining aninclusive
environment where our people feel part of the team
and contribute to Codan’s wider success.

In 2020 we updated both our Diversity and
Inclusion and Parental Leave Policies, withthe
inclusion of paid parental leave for both the
primary and secondary caregiver. One of our FY21
objectivesis toincrease the percentage of female
applicants for technical and leadership roles. We
have a number of strategies in place to achieve this.

30 June 2020 30 June 2019
Gender Female Male Female Male
representation (%) (%) (%) (%)
Board representation 20% 80% 20% 80%
Senior executive
representation 0% 100% 0% 100%

Senior management

representation 30% 70% 30% 70%
Group representation 26% 74% 26% 74%
Total 27% 73% 25% 75%
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CODAN

CORPORATE GOVERNANCE

Codan'’s corporate governance statement, which was approved by the board on 19 August 2020,
is available on the company's website and may be accessed via the following URL:
https://codan.com.au/who-is-codan/corporate-governance/

Compliance

L

Fraud, anti-bribery and anti-corruption (ABAC)
remains amaterial topic for our business, as we
acknowledge some of our businesses operate

in high risk environments. Codan finalised a
formal review of our ABAC programin FY20, and
implemented anumber of initiatives to further
strengthen our program including more tailored
training for highrisk roles, defined the acceptable
use of gratuities,and arisk-driven third party due
diligence program. We can confirm the program
remains fit for purpose andin line with good anti-
bribery compliance programs.

We are pleased to reportin

FY20 there were zero violations

of our ABAC Policy, and we
maintain an internal target of

zero violations for FY21. J

As part of Australia's new Whistleblower legislation,
Codan has formalised a Whistleblower Protection
Policy. Employees canreport misconduct concerns
either internally, or anonymously by accessing

the confidential, externally managed hotline.
There were noreports to the hotlinein FY20.

Codan hasrecently issued all staff with mandatory
training courses for completion to create awareness
of our updated ABAC Policy and Whistleblower
Program, with a target for 100% completion by the
end of the 2020 calendar year.

Codanhasalsoimplemented a Modern Slavery
Policy following on fromthe introduction of
Australia's Modern Slavery Act 2018. We have
recently conducted the KPMG Modern

Slavery Benchmark which provided Codan

with aself-assessment report with results and
recommendations, to beimplemented throughout
FY21, including tailored Modern Slavery training for
our purchasing team.

Therevised ABAC, Whistleblower and Modern
Slavery Policies can allbe found on our website.

Cyber Security

Asaglobal technology company, safeguarding our
intellectual property and confidentialinformation s
paramount to maintaining trust with our customers,
suppliersand partners. Codanis compliant withthe
legal and regulatory frameworks pertaining to data
security and protection for all of our global locations.

As the probability of cyber-attacks increase and
become more complex, Codan has adopted arisk-
based framework to protect our assets. Cyber risks
areregularly reported to the Codan Board and
Board Audit, Risk and Compliance Committee.
Relevant organisational policies and standard
operating procedures arein place and are regularly
reviewed to ensure they remain commensurate with
the externalrisk.

During FY20 Codan completed penetration testing
and regular vulnerability assessments to highlight
potential system vulnerabilities. Codan also
undertook an ethical hacking “Red Team" assessment
totest our physical, digital and social engineering
controls. This also allowed Codan to test our security
monitoring systems and incident response plansin
response to asimulated cyber-attack.

In FY20, Codan had no known
major security incidents
regarding the loss of confidential

information or intellectual
FY20 Highlights

property.

= Systems implemented to reduce time to detect
and respond to cyber incidents

® |mplemented systems and technologies to
strengthen the way we access information
and systems

® |ntroduced additional employee
cyber-awareness programs across all global
locations

FY21 Priorities

® |ncrease awareness and cyber security
programs

® |mplement additional technologies to further
segregate our assets
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DAVID SIMMONS

BA (Acc)

Chairman, Independent Non-Executive Director
Chair of Remuneration and Nomination Committee

David was appointed by the board as Chairman in February 2015

and has been a director of Codan since May 2008. He has extensive
financial and general management experience, having worked in large,
diversified businesses throughout his career, including as Managing
Director for 16 years of a then large Australian-based publicly

listed company.

DONALD MCGURK
HNC (Mech Eng), MBA, FAICD, Harvard AMP
Managing Director and Chief Executive Officer

Donald was appointed to the board as a director in May 2010, and was
appointed as Managing Director in November 2010. Donald joined
Codan in December 2000 and had executive responsibility for group-
wide manufacturing until his transition into the role of CEO. In addition
to his manufacturing role, from 2005 to 2007 Donald held executive
responsibility for sales of the company’s communications products,
and from 2007 to 2010, executive responsibility for the business
performance of the company’s HF radio products. Donald came

to Codan with an extensive background in change management
applied to manufacturing operations, and held senior manufacturing
management positions in several industries. Donald holds a Masters
Degree in Business Administration from The University of Adelaide
and completed the Advanced Management Program at Harvard
University in 2010.



PETER LEAHY AC
BA (Military Studies), MMAS, GAICD
Independent Non-Executive Director

Peter was appointed to the board in September 2008. He retired from

the Army in July 2008 after a 37-year career and six years as Chief of Army.

His distinguished service was recognised with his 2007 appointment as a
Companion of the Order of Australia. Since leaving the Army, he has been
appointed as Professor and Foundation Director of the National Security
Institute at the University of Canberra. He has been a director of Electro Optic
Systems Holdings Limited since May 2009 and a director of Citadel Group
Limited since June 2014. Peter is a member of the Advisory Board to China
Matters and is a technical advisor to WarpForge Limited.

GRAEME BARCLAY
MAICD, F Fin, CA, MA (Hons)
Independent Non-Executive Director

Graeme was appointed to the board in February 2015. He has more than 30
years of international business experience in professional services, broadcast
and telecommunications, and extensive knowledge of business in the
communications services, technology and infrastructure markets. He was
Group Chief Executive Officer of the Broadcast Australia group for 11 years,
following three years as Chief Financial Officer and Chief Operating Officer,
retiring in April 2013. In his time with Broadcast Australia, the business grew
domestically and expanded internationally, and diversified into private
networks, transit location communications and data-centre operation and
managed hosting services. From July 2010 until September 2013, he was
Chairman of Transit Wireless LLP, which has the exclusive rights to install and
operate cellular and Wi-Fi systems in the New York subway. From 2002 to
2009, he was an executive director in Macquarie Group's infrastructure team
and was involved in several acquisitions and capital-raising transactions for
the then listed Macquarie Communications Infrastructure Group. From 2014
to 2018, he was Chairman of the Nextgen Group that successfully divested
the Nextgen Networks and Metronode data-centre businesses in 2016 and
2018 respectively. He is currently Chairman of Uniti Group Limited and was

a non-executive director of BSA Limited from June 2015 to December 2019.
Graeme is a chartered accountant, holding membership of the Institute of
Chartered Accountants of Scotland and of Chartered Accountants Australia
and New Zealand.

KATHY GRAMP

BA (Acc), CA, FAICA, FAICD

Independent Non-Executive Director

Chair of Board Audit, Risk and Compliance Committee

Kathy was appointed to the board in November 2015. She has had a long and
distinguished executive career and over 21 years of board experience across
a diverse range of Australian organisations and industry sectors. She has

had exposure to international markets and has a wealth of experience in
corporate finance at both strategic and operational levels. In 1989, Kathy
joined Austereo Ltd, Australia’s largest commercial radio network, at a senior
corporate level, and her career with Austereo spanned 22 years. As Chief
Financial Officer and a member of the Executive Committee, she was closely
involved in Austereo’s national and international expansion and its successful
move into digital and online radio. Kathy is a director, Chair of Audit & Risk and
member of the Remuneration and Nomination Committees of Uniti Group
Limited, a chartered accountant and a Fellow of the Australian Institute of
Company Directors and the Institute of Chartered Accountants Australia and
New Zealand. Kathy was a director, Chair of Audit & Risk and a member of the
Remuneration Committee of Godfreys Group Limited from January 2018 to
May 2018 and has significant audit committee experience.
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DONALD MCGURK
HNC (Mech Eng), MBA, FAICD, Harvard AMP
Managing Director and Chief Executive Officer

Donald is a motivator of people, with extensive knowledge and
experience in the areas of change management and strategy
formulation.

Donald joined Codan in December 2000 and had executive
responsibility for group-wide manufacturing until his transition
into the role of CEQ. From 2005 to 2007, he also held executive
responsibility for sales of the company’s communications products
and, from 2007 to 2010, executive responsibility for the business
performance of HF radio products.

Donald was appointed to the board as a director in May 2010 and
became Managing Director in November 2010.

For more details of Donald’s qualifications and experience, please
see page 32.

MICHAEL BARTON
BA (Acc), CA
Chief Financial Officer and Company Secretary

Michael joined Codan in May 2004 as Group Finance Manager and
was appointed Company Secretary in May 2008. In September 2009,
Michael was promoted to the position of Chief Financial Officer

and Company Secretary and is responsible for financial control and
reporting across the Codan group. He holds a Bachelor of Arts in
Accountancy from the University of South Australia and is a member
of Chartered Accountants Australia and New Zealand.

PETER CHARLESWORTH
BEEENng (Hons), MBA, GAICD, Harvard AMP
Executive General Manager, Minelab

Peter brings extensive knowledge and experience to Codan from
more than 30 years in the electronics industry, including more than
17 years at Codan and formerly in management and technical roles
at Tenix Defence and Vision Systems.

Peter joined Codan in December 2002 as General Manager of
Engineering and subsequently held various roles including New
Business Manager and HF Radio Business Development Manager.
He was appointed Executive General Manager of Minelab in 2008,
following its acquisition by Codan in that same year.

Peter holds a degree in Electrical and Electronic Engineering with
First Class Honours, and a Masters of Business Administration,
both from The University of Adelaide. He is also a Graduate
Member of the Australian Institute of Company Directors and
completed the Advanced Management Program at Harvard
University in 2014. He was Chairman of the Technology Industry
Association from 2006 to 2011 and was on The University of
Adelaide ARI Advisory Board from 2009 to 2015.




SCOTT FRENCH
BSc
Executive General Manager, Land Mobile Radio

Scott was appointed to the role of Executive General Manager, Land Mobile Radio in
February 2019 and is based in Victoria, British Columbia.

Scott came to Codan highly recommended for his lateral thinking, strategic approach
to business and for his strong leadership. He brings a wealth of experience gained
from almost 30 years with world-class organisations such as Motorola, Panasonic
and Zetron. During his time at Motorola, Scott made the transition from engineering
leadership to overall go-to-market leadership for several lines of business, helping

to transform Motorola into a solutions provider beyond land mobile radio (LMR).
Throughout his journey, Scott gained a high-level appreciation of LMR technology,
solutions, services and associated markets. At Panasonic, he continued his leadership
by transforming the company from product to solutions sales, with focus on mobile
devices and security, before assuming the role of General Manager, Americas for two
years with Zetron, a command and control company.

In addition, Scott served as Vice Chairman on the state and local board of directors
of TechAmerica, representing both Motorola and Panasonic, and was also the Chair
of the State and Local Government and Education Executive Council of IT Alliance for
Public Sector.

Scott holds a Bachelor of Science in Industrial and Systems Engineering from
Virginia Tech, and undertook MBA studies with a focus on leadership at Loyola
University Maryland.

RORY LINEHAN
BSc (Hons), MSc, PhD, Harvard AMP
Chief Technology Officer, Codan and Executive General Manager, Minetec

Rory brings a unique mix of technical knowledge, diverse commercial skills and
broad experience to Codan, delivering insightful leadership across the business.

He joined Codan in March 2014, working across the group to leverage technology
and innovation in developing strategies for growth. In February 2019, he was
appointed to the role of Chief Technology Officer and leads the company'’s
Technology Council to maximize synergies across the Codan group and assess new
opportunities for organic and acquisitive growth. In addition to this group role,
Rory is Executive General Manager of Minetec.

Rory holds degrees in Physics and Engineering and a PhD in Mathematics from
Coventry University (UK). In November 2018, Rory completed the Harvard Business
School Advanced Management Program (AMP). He has skills in strategy, marketing,
business development, systems engineering and programme management gained
across a wide range of complex projects, including development of the Boeing 787
primary flight-control system.

Prior to Codan, Rory held a number of senior positions with blue-chip firms in the
UK, including McLaren, Cobham and Goodrich.

PAUL SANGSTER
BS, Chicago Booth AMP
Executive General Manager, Tactical Communications

Paul joined Codan in 2013 as the Vice President and General Manager of Business
Development for the Communications Division and brings over 20 years of
progressive experience in communications and surveillance solutions. He was
appointed Executive General Manager of Codan Tactical Communications in 2017.

Prior to Codan, Paul spent 12 years at Cobham Tactical Communications and
Surveillance as the Vice President of Sales and Marketing.

Paul holds a Bachelor of Science in Management Studies from University of Maryland,
Global Campus. He also completed the Executive Development Program and the
Advanced Management Program at University of Chicago’s Booth Business School.
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CODAN LIMITED AND ITS CONTROLLED ENTITIES

DIRECTORS' REPORT

The directors present their report together with the financial statements of the
group comprising Codan Limited (“the company”) and its subsidiaries for the
financial year ended 30 June 2020 and the auditor’s report thereon.

Directors

Thedirectors of the company at any time
during or since the end of the financial
yearare:

David Simmons

Donald McGurk

Peter Leahy AC

Graeme Barclay

Kathy Gramp

Details of directors and their

qualifications and experience are set out
onpages 32to33.

Company Secretary
Mr Michael Barton BA (Acc), CA

Michaeljoined Codanin May 2004

as Group Finance Manager and was
appointed Company Secretary in May
2008. InSeptember 2009, Michael
was promoted to the position of

Chief Financial Officer and Company
Secretary andis responsible for financial
controland reporting across the Codan
group. He holds a Bachelor of Artsin
Accountancy from the University of
South Australiaandisamember of
Chartered Accountants Australiaand
New Zealand.

38 CODAN

Directors’ meetings

The number of directors' meetings
(including meetings of committees

of directors) and number of meetings
attended by each of the directors of the
company during the financial year are set
out below:

Board Board Audit, Remuneration
meetings Risk and and Nomination
Compliance Committee
Committee meetings
meetings

Director A B B A

Mr D J Simmons 10 10 4 4 2

Mr D S McGurk 10 10

Lt-Gen P F Leahy 10 10 2

Mr G R C Barclay 10 10 2

Ms K J Gramp 9 10

A—Number of meetings attended

B —Number of meetings held during the time the director held office during the year

Remuneration
Report — Audited

Principles of
remuneration

Key management personnel comprise
the directors and executives of the
group. Key management personnel have
authority and responsibility for planning,
directing and controlling the activities of
thegroup.

Remuneration levels are competitively
set toattract andretainappropriately
qualified and experienced executives.
The Remuneration and Nomination
Committee has reference to trends

in comparative companies both
locally and internationally and may
obtainindependent adviceonthe
appropriateness of remuneration
packages.

Remuneration packagesinclude amix of
fixed remuneration and performance—
based remuneration.

Theremuneration structures explained
below are designed to attract suitably
qualified candidates, and to achieve
the broader outcome of increasing the
group's net profit. The remuneration
structures takeinto account:

« the overall level of remuneration for
each director and executive;

 the executive’s ability to control the
relevant segment’s performance;
and

» the amount of incentives within
each key management person’s
remuneration.



Inrecent years, the Remuneration and
Nomination Committee havemadea
number of changes to the structure of
executives remuneration packages to
ensure alignment with shareholders’
interests. These changes have been:

« reduction of short—term cash
incentives from 60% of fixed salary
to 50%;

« increase of long—term share—based
remuneration from 40% of fixed
salary to 50%;

« introduction of a “good leaver”
clause in the long—term incentive
structure so that 10% of any shares
issued remain restricted and subject
to Board cancellation for a period
of 12 months after the executive's
employment ceases with the
company.

Short-termincentive plans are based
on the achievement of performance
hurdles which relate to the profitability
delivered by our business segments
and the group. For abusiness unit
executive, the short-termincentiveis
split between the group results and the
performance of the business unit. Group
level executives are measured on group
profit. The short-termincentive targets
are set by theboard each year based
onapercentage of the budget whichis
approved by the board. For example, in
FY20, the profit target used for group
incentive calculation purposes was

16% higher thanthe FY19 target. The
short-termincentive payable to certain
executives may relate to the qualitative
performance of the executive against

objectives agreed as part of the budget
and strategic planning processes.

For FY20, the short-termincentive
payable to executives was based on 50%
of the executives' fixed salary inclusive

of superannuation, but can exceed
thislevelif performance hurdles are
exceeded, subject toacapequaltothe
executive's fixed salary.

These performance conditions have
been established to encourage the
profitable growth of the group. The
board considered that for the year ended
30 June 2020 the above performance—
linked remuneration structure

was appropriate.

Total remuneration for allnon-
executive directors, last voted upon

by shareholdersat the 2010 AGM, is

not to exceed $850,000 per annum.
Non-executive directors do not

receive any performance-related
remuneration nor are they issued options
onsecurities. Directors fees cover all
main board activities and membership

of committees.

Service contracts

Itis the group’s policy that service
contracts for key management
personnel executives are unlimitedin
term but capable of terminationon
three to sixmonths' notice, and that

the group retains theright to terminate
the contractimmediately by making
paymentinlieu of notice. The group has
entered intoaservice contract witheach
key management person.

Details of performance rights granted to executives during the year are as follows:

The key management personnel are
also entitled to receive on termination
of employment their statutory
entitlements of accrued annual and
long serviceleave, aswellasany
entitlement to incentive payments and
superannuation benefits.

Performancerights

At the 2004 AGM, shareholders
approved the establishment of a
Performance Rights Plan (Plan). The Plan
is designed to provide nominated
executives with anincentive to maximise
thereturnto shareholders over the long
term, and to assist in the attractionand
retention of key executives.

The number of performance rights
issued represents 50% of the nominated
executives' fixed pay divided by the
volume weighted average of the
company’s share pricein the five days
after therelease of the group’s annual
results. For executives not participating
inthe performancerights plan, other
benefits may be offered to encourage
long-term performance.

Number of CGrant date  Average fair  Exercise  Expiry date Number of
performance value per right price rights vested
rights granted at grant date per right during year
during year % %)
DIRECTORS
Mr D S McGurk 63,647 15 November 2019 5.12 - 30June2023 -
EXECUTIVES
Mr M Barton 33,509  15November 2019 5.12 - 30June2023 -
Mr P D Charlesworth 41,431  15November 2019 5.12 - 30June2023 -
Mr S A French 42,696  15November 2019 5.79 - 30June2023 -
Mr R D Linehan 40,618 15 November 2019 5.12 — 30June2023 -
Mr S P Sangster 35,996  15November 2019 5.12 - 30June2023 -
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Performance rights (continued)

Mr S A Frenchwas appointedtothe
position of Executive General Manager,

Land Mobile Radio on 25 February 2019.

The performancerights grantedin
FY20 become exercisableif certain

performance requirements are achieved.

The performance requirements are
based ongrowth of the group’s earnings
per share over athree-year period using
anon-statutory target earnings per
shareof 16.2 centsas set by the board.
For the maximumavailable number of

performancerights to vest, the group’s
earnings per share must increase in
aggregate by at least 15% per annum
over the three-year period from the base
earnings per share. The threshold level
of the group’s earnings per share before
vestingisanincrease inaggregate of 5%
perannum over the three-year period from
the base earnings per share. A pro-rata
vesting will occur between the 5% and
15% levels of earnings per share for the
three-year period.

If achieved, performancerightsare
exercisable into the same number of
ordinary sharesinthe company inthe
twelve-month period following the vesting
date.

Details of vesting profiles of performance
rights granted to executives are
detailed below:

Performance rights granted Percentage Percentage Financial years in which
vested in year forfeited shares will be issued if
Number Date in year vesting achieved
Directors

Mr D S McGurk 173,959 23 November 2016 100 - 2020
124,524 10 November 2017 B - 2021
91,972 16 November 2018 - - 2022
63,647 15 November 2019 - - 2023

Executives
Mr M Barton 91,586 23 November 2016 100 - 2020
65,559 8 December 2017 - - 2021
48,421 16 November 2018 - - 2022
33,509 15 November 2019 - - 2023
Mr P D Charlesworth 113,237 23 November 2016 100 - 2020
81,058 8 December 2017 - - 2021
59,881 16 November 2018 - - 2022
41,431 15 November 2019 - - 2023
Mr S A French 42,696 15 November 2019 - - 2023
Mr R D Linehan 113,237 23 November 2016 100 - 2020
79,469 8 December 2017 - - 2021
58,694 16 November 2018 - - 2022
40,618 15 November 2019 - - 2023
Mr S P Sangster 69,728 23 November 2016 100 - 2020
40,373 8 December 2017 - - 2021
31,208 16 November 2018 - - 2022
35,996 15 November 2019 - - 2023

Inrelation to the performancerights granted in FY18, the performance requirements were based on the group’s aggregated earnings
per share over athree—year performance period exceeding 59.51 cents per share. As this earnings per share target has been exceeded
to 30 June 2020, itis expected that the performance rights will vest and be converted into shares before the end of August 2020.

40  CODAN



The movements during the reporting period in the number of performancerights
over ordinary sharesin Codan Limited, held directly, indirectly or beneficially by each
key management person, including their related parties, is as follows:

Held at Issued Vested Lapsed Held at

1 July 2019 30 June 2020
Directors
Mr D S McGurk 390,455 63,647 173,959 - 280,143
Executives
Mr M Barton 205,566 33,509 91,586 - 147,489
Mr P D Charlesworth 254,176 41,431 113,237 - 182,370
Mr S A French - 42,696 - - 42,696
Mr R D Linehan 251,400 40,618 113,237 - 178,781
Mr S P Sangster 141,309 35,996 69,728 - 107,577
Other transactions Director share ownership Movements in shares
with key management The Directors' Shareholding Policy The movement during the reporting
personne| requires directors to build aminimum period in the number of ordinary shares

There have beennoloanstokey
management personnel or their related
parties during the financial year.

Fromtimetotime, directorsand
specified executives, or their personally
related entities, may purchase goods
fromthe group. These purchases occur
within anormal employee relationship

and are considered to be trivialin nature.

shareholding inthe company.

For non—executive directors this
minimum shareholding should equate
to theirannual director fee and for
executive directors, their annual fixed
remuneration. Under the policy,
directors havefive yearstoreachthe
minimum holding.

inCodan Limited, held directly, indirectly
or beneficially by each key management
person, including their related parties, is
asfollows:

Held at Received on Other changes * Held at
1 July 2019 exercise of rights 30 June 2020
Directors
Mr D J Simmons 86,636 - - 86,636
Mr D S McGurk 746,342 173,959 (307,877) 612,424
Lt-Gen P F Leahy 57,708 - - 57,708
Mr G R C Barclay 38,829 - - 38,829
Ms K J Gramp 10,000 - 2,500 12,500
Specified executives
Mr M Barton 271,347 91,586 (109,229) 253,704
Mr P D Charlesworth 541,347 113,237 (193,250) 461,334
Mr S A French - - - -
Mr R D Linehan 154,240 113,237 2,000 269,477
Mr S P Sangster 370 69,728 (69,758) 340

*Other changes represent shares that were purchased or sold during the year
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CODAN LIMITED AND ITS CONTROLLED ENTITIES

DIRECTORS' REPORT (continued)

Remuneration Report — Audited (continued)
Directors’ and senior executives’ remuneration

Details of the nature and amount of each major element of the remuneration paid or payable to each director of the company and other
key management personnel of the group are:

Directors Year Salary Short-term Other Post-employment
and fees incentives short-term and superannuation

contributions

$ $ $ $

Non-Executive

Mr D J Simmons 2020 183,912 - - 17,471
2019 179,133 - - 17,018
Lt-Gen P F Leahy 2020 91,957 - = 8,736
2019 89,567 - - 8,509
Mr G R C Barclay 2020 91,957 - - 8,736
2019 89,567 - — 8,509
Ms K J Gramp 2020 100,316 — = 9,530
2019 97,709 - - 9,282
Total non-executives’ remuneration 2020 468,142 - = 44,473
2019 455,976 - - 43,318
Executive
Mr D S McGurk 2020 599,424 554,144 — 21,003
2019 548,140 410,104 - 20,531
Total directors’ remuneration 2020 1,067,566 554,114 - 65,476
2019 1,004,116 410,104 - 63,849
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Other long-term Termination benefits Performance rights Total Proportion of remuneration
performance related

$ $ $ $ %

- = - 201,383 -

- - - 196,151 -

= = = 100,693 =

- - - 98,076 -

- = - 100,693 -

- - - 98,076 -

= = = 109,846 =

- - - 106,991 -

- = - 512,615 -

- - - 499,294 -

17,546 = 261,189 1,453,276 56.1

23,589 - 226,670 1,229,034 51.8

17,546 = 261,189 1,965,891 =

23,589 - 226,670 1,728,328 -
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Remuneration Report — Audited (continued)

Directors’ and senior executives’ remuneration (continued)

Executive officers Year Salary  Short-term Other Post-employment
and fees incentives  short-term  and superannuation
contributions
$ $ $ $
Mr M Barton 2020 293,525 291,732 - 21,058
(Chief Financial Officer
and Company Secretary) 2019 276,527 215911 - 22,749
Mr P D Charlesworth 2020 358,724 360,698 = 19,906
(Executive General Manager,
Minelab & Codan Defence) 2019 362,641 270,079 - 21,628
Mr S A French 2020 398,944 297,080 64,634 -
(Executive General Manager,
Land Mobile Radio) 2019 265,517 89,201 7,402 -
Mr R D Linehan 2020 363,449 271,915 16,121* 21,003
(Chief Technology Officer, Codan
and Executive General Manager, Minetec) 2019 362,251 130,860 86,068 -
Mr S P Sangster 2020 346,541 313,378 43,280* -
(Executive General Manager,
Tactical Communications) 2019 352,325 244,585 45,073 -
Total executive 2020 1,761,183 1,534,803 124,035 61,967
officers’ remuneration 2019 1,619,261 950,636 138,543 44,377

*Other short—term benefits relate to costs incurred for arrangements made following the executives’
relocation fromanoverseas country to the location of their employment with Codan.

Executive officers outside of Australia
are paidintheir local currencies. The
Australiandollar equivalents are

calculated using average exchange rates.

Mr S A French was appointed to
the position of Executive General
Manager, Land Mobile Radio on 25
February 2019.

Short-termincentives which vested
during the year are as follows: MrD S
McGurk 93% (7% forfeited), Mr M Barton
93% (7% forfeited), Mr P D Charlesworth
93% (7% forfeited), Mr S AFrench 74%
(26% forfeited), MrR D Linehan 71%
(29% forfeited) and Mr S P Sangster 93%
(7% forfeited).
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Directors and executives received a pay
increase of 2.5% effective 1 July 2019.
At this point intime, noincrease has been
grantedfor FY21.

The remuneration amounts disclosed
above have been calculated based on
the expense to the company for the
financial year. Therefore, itemssuch as
performancerights, annualleave and
long service leave taken and provided for
have beenincludedinthe calculations. As
aresult, theremuneration disclosed may
notequal the salary package as agreed
with the executiveinany one year.

Other than performancerights, no
options or shares were issued during
the year as compensation for any key
management personnel.



Other long-term Termination Performance Total Proportion of remuneration
benefits rights performance related
$ $ $ $ %
9,837 - 135,058 751,210 56.8
10,051 - 116,884 642,122 51.8
12,902 - 166,998 919,228 57.4
19,106 . 144,528 817,982 50.7
- - 82,395 843,053 45.0
- - - 362,120 24.6
8,067 - 163,712 844,267 51.6
9,678 - 142,628 731,485 374
8,770 - 111,003 822,972 51.6
8,233 - 82,142 732,358 44.6
39,576 - 659,166 4,180,730 -
47068 - 486,182 3,286,067 -
Corporate performance
As required by the Corporations Act
2001, the following information
ispresented:
2020 2019 2018 2017 2016
$ $ $ $ $
Profit attributable to shareholders $63,795,377  $45,665,443 $41,574,557 $43,514,938 $15,494,607
Dividends paid $26,998,945 $26,872,758 $19,593,194 $17,723,725 $7,082,530
Share priceat 30 June $7.09 $3.47 $3.00 $2.34 $1.18
Changeinshare priceat 30 June $3.62 $0.47 $0.66 $1.16 $0.03
Earnings per share, fully diluted 35.3c 25.3c 22.1c 24.9c 11.9c
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Operating and
Financial Review

Codanisatechnology company

that provides robust technology
solutions that solve customers’
communications, safety, security
and productivity problemsinsome
of the harshest environments around
the world. Our customersinclude
United Nations organisations, mining
companies, security and military
groups, government departments,
major corporates as well asindividual
consumers and small-scale miners.

FY20 highlights:

- Record statutory net profit after tax
of $64.0 million, increased by 40%

. Highest full-year sales of $348 million
in the company’s history

« Record sales achieved in both Metal
Detection and Communications

- Annual dividend of 18.5 cents, fully
franked (interim 7.5, final 11.0)

« Earnings per share of 35.5 cents,
up 39%

. Strong balance sheet continues —
$92.8 million net cash

Despite the pandemic challengesin
FY20, Codanhashadaverystrong

12 months and has delivered another
record profit year. This was driven by the
strength of gold detector salesinto the
artisanal gold mining market, continued
growthinsales of our recreational metal
detectors and several major contracts
delivered by the Communications
business.

46  CODAN

Asaresult of our strategy to further
diversify our revenues by releasing more
new products, transitioning to afull
solutions provider and broadening our
geographic footprint, we were pleased
tosee that demand across all of our
international markets was more evenly
distributed. INnFY20 we:

. released our second simultaneous
multi-frequency (Multi-IQ®) coin and
treasure detector series, VANQUISH®;

. progressed the development of our
new GPX® replacement gold detector,
to be released in FY21;

- significantly increased our Minelab
retail footprint across North America,

Europe and Asia Pacific and expanded

the geographic reach of our gold
detectors;

. expanded our market share in the
defence communications sector
through the successful launch of
Sentry® Software Defined Manpack;

. successfully delivered multiple
large-scale systems projectsin
Communications, validating our
transition to a full solutions provider;

. completed and delivered the first
release of the Cascade™ software
defined networked communications
solution;

. restructured Minetec’s cost base
in order to return the business to
profitability; and

- through the pandemic, we validated
that we have the right manufacturing
systems and processes in place which
enabled us to maintain supply in very
challenging circumstances.

Asaresult of theseinitiatives, the
business is well placed to deliver another
strong performancein FY21.

Dividend

The company announced a final dividend
of 11.0 cents per share, fully franked,
bringing the full-year dividend to 18.5
cents, up 32%. Thisdividend has a
record date of 28 August 2020 and will
bepaidon 11 September 2020 .



Financial performance and other matters

FY20 FY19

$m % of sales $m % of sales
Revenue
Communications 104.0 30% 77.6 29%
Metal Detection 236.4 68% 182.1 67%
Tracking Solutions 7.6 2% 111 4%
Total revenue 348.0 100% 270.8 100%
Business performance
EBITDA* 117.8 34% 78.6 29%
EBIT* 89.6 26% 63.4 23%
Interest* (0.6) (0.1)
Net profit before tax 89.0 26% 63.3 23%
Taxation (25.0) (17.6)
Net profit after tax 64.0 18% 457 17%
Earnings per share, basic 35.5 cents 25.3 cents
Ordinary dividend per share 18.5 cents 9.0 cents
Special dividend per share - cents 5.0 cents
Totaldividend 18.5 cents 14.0 cents

*The group adopted AASB 16 Leases from 1 July 2019. The previous operating lease expenses have been replaced by depreciation and interest expense on leases.
Refertonote 27 inthe financial report for more information.

Cash generation was excellent,
resulting in anet cash position of $92.8
millionat 30 June 2020. Over the
coming months, we expect to rebuild
inventory levels that were depleted

by avery strong finish to the year.

We continue toinvest heavily innew
products, with FY20 engineering spend
inexcess of $30 million. This willensure
that our products remain leading—edge
and continue to drive future growthin
the business.

Performance by
business unit:

Metal Detection — Recreational,
Gold Mining and Countermine

Minelab s the world leader inhandheld
metal detecting technologies for the
recreational, gold mining, demining
and military markets. For more than

30 years, Minelab hasintroduced more
innovative technology thanany of its
competitors and has taken the metal
detectionindustry to new levels of
technological excellence.

Minelab delivered arecord performance
during thelast 12 months, with sales
increasing 30% to $236 million.

The key driver was our commitment to
ongoing investment into new products
and business developmentin new
geographic territories, creating astrong
demand for our full range of metal
detectorsacross both the artisanal gold
mining and recreational markets. We are
particularly pleased with the growth

we have achieved over recent yearsin
therecreational market as we continue
tointroduce new technology to our
customers and significantly expand our
retail distribution footprint.

Inartisanal gold mining, Minelab
continues to dominate, with the GPZ
7000¢°, SDC 2300°and Gold Monster®,
Gold Monster® was designed specifically
for our African customers, and has
become the machine—of-choice for
entry level artisanal miners. The SDC
2300°is exceptionally good at
discovering fine—particle goldin highly
mineralised soils, and existing customers
are upgrading to the top of the line GPZ
7000° detection performance as they
become more successful.

During FY21, Minelab willintroduce a
new gold detector, which willinclude the
best features from both the SDC 2300°
and GPX platforms.

Despite the challenges presented

by COVID-19, Minelab's recreational
business achieved arecordresult. The
demand for our recreational detectors
has been remarkably resilient right
through the pandemic, which we
attribute to metal detecting being
aremote outdoor hobby that has

the potential to find items of value.

The successful release of our second
simultaneous multi-frequency (Multi—
IQ®) detector, VANQUISH®, and the
sustained strong demand for our Multi—
IQ® EQUINOX® detector positioned us to
take additional market share.

INFY21, Minelab will benefit fromafull
year of VANQUISH® sales, therelease of
anew gold detector and an expanding
geographical sales footprint. We
remain confident of continued success
nextyear.
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Performance by Business Unit (continued)

Communications — Tactical and
Land Mobile Radios (LMR)

Codan Communications designs

and manufactures mission—critical
communications equipment for global
military and public safety applications.
Its solutions allow customers to save
lives, enhance security and support
peacekeeping activities worldwide.

Thedivisionhad an excellent yearin
FY20, with both Tacticaland LMR
achieving record sales levels, resulting
inanincreaseinsales of 34% to $104
million. This growth was largely
attributed to anumber of major
contracts being deliveredin Tactical
Communications, including the $15
million East African contract and several
larger systems sales by LMR.

We continue to execute our strategy

of transitioning the Communications
division from a product—centric business
toacomplete solutions provider.
Codan’s ongoing product development
is being complemented by strategic
partnerships with key suppliersin order

to further broaden our solutions offering.

Tactical Communications continues to
target the global military market, witha
focus ondeveloping world militariesin
Africa, the Middle East, Asiaand Latin
America.
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Our Tactical Communications
portfolioincludes a highly advanced
software defined radio platformand
interoperability solutions which are
further supplemented by our in—country
service, training and customer support.
Thestrengthinour existing partner
network will allow us to continue to offer
the samelevel of in—country service

and support, despite the current travel
restrictionsimposed by COVID-19.

We are alsoinvesting in our digital
footprint toincrease remote support to
our partnersand endusers, now andinto
the future.

InLMR, our strategyis to grow the
business by transitioninginto larger
systems projects and offering ongoing
service and support. This willbe
enabled by the release of our new
Cascade™ software defined solution, an
interoperable first-responder radio with
excellent performance at acompetitive
price point. Cascade™ is scheduled for
fullreleasein FY21.

Tactical Communications entered

FY20 witharecord $34 million order
book, which delivered arecord sales
year. However, given the current
travelrestrictions, coupled withthe
changing priorities of governmentsin
this environment, some project awards
may be delayed. Despite the sales
opportunity pipeline remaining very
strong, Tactical Communications will
enter FY21 withamuch reduced order
bookand, asaresult, it may be difficult to
repeat the record level of sales achieved
inFY20. Ontheother hand, LMR has
recently won alarge contract, and this
business is well placed to deliver growth
inFY21.

Tracking Solutions — Minetec

Minetec provides unigue, high—precision
tracking, productivity and safety
solutions for underground hard—rock
mines. Minetec's technology allows
real—time monitoring and control of
mining operations in order to optimise
productivity and enhance safety. Itis

an enabling technology required for
mining automation.

As previously announced, in 2018,
Minetec entered into an exclusive global
licensing, technology development and
marketing agreement with Caterpillar
Inc ("CAT"). We have since integrated
Minetec's high—precision tracking
capability into the CAT MineStar®
solution, whichis providing marketing
leverage to CAT's global dealer network.

During FY20, theboard conducteda
strategic review of our Tracking Solutions
business. Under the global partnership
agreement with CAT, Minetecis
transitioning to a Software Systems
business, developing and delivering
supporting technology to CAT and their
end-user customers. This transition,
coupled with the fact that Minetec did
not meet Codan’s expectationsin FY20,
resultedinadecisionto write downthe
non-CAT specific capitalised product
development, whichwas $7.5 million
intotal.

Our strategy for Minetec continues
tofocus onworking with CAT inorder
toleverage their global distribution
network. As we continue to transition
the business to being atechnology
provider to CAT, we have reduced our
coststructureand, asaresult, we expect
the business to return to profitability
inFY21.



Outlook

Asaresult of the strategic initiatives
discussed above, Codanremains well
positioned for another successful year
inFY21. Whilstitis too early for the
board to give profit guidance, therearea
number of factors that are relevant when
considering the outlook for FY21:

 strong start to the year andin line
with FY20;

» demand for our metal detection
products remains strong;

« Minelab will benefit from a full year of
Vanquish® sales and the release of a
new gold detector;

 current travel restrictions will
make it more difficult for Tactical
Communications to conduct
business development activities and
close orders with new customers;
and

» Minetec is expected to return to
profitability;

Our combination of cash onhand and
cash generation, underwrites our
investment in new product innovation.

The board will provide a further business
update at the Annual General Meeting
inOctober.

Dividends

Dividends paid or declared by the
company to members since the end of
the previous financial year were:

Cents Total Franked Date of
per share amount payment
$000

Declared and paid
during the year ended
30 June 2020:
FY19 final ordinary 5.0 8,999 100% 13 September 2019
FY19 final special 2.5 4,500 100% 13 September 2019
FY20 interim ordinary 7.5 13,499 100% 12 March 2020
Declared after the end
of the year:
FY20 final ordinary 11.0 19,799 100% 11 September 2020

Alldividends paid or declared by the
company since the end of the previous
financial year were fully franked.

Events subsequent
to reporting date

There has not arisenin theinterval
between the end of the financial year
and the date of thisreport any item,
transaction or event of a material and
unusual nature likely, in the opinion of
the directors of the company, to affect
significantly the operations of the group,
theresults of those operations, or the
state of affairs of the group, in future
financial years.
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Likely developments

The group will continue withits strategy
of continuing to invest in new product
development and to seek opportunities
to further strengthen profitability by
expanding intorelated businesses
offering complementary products

and technologies.

Further information about likely
developmentsinthe operations of the
group and the expected results of those
operationsin future financial years has
not beenincludedin this report because
disclosure of the information would be
likely to result in unreasonable prejudice
tothegroup.

Directors’ interests

Therelevantinterest of each director
inthe sharesissued by the company as
notified by the directors to the Australian
Securities Exchangeinaccordance with
S205G(1) of the Corporations Act 2001,
atthe date of this report s as follows:

Ordinary

shares

Mr D JSimmons 86,636
Mr DS McGurk 612,424
Lt-GenPF Leahy 57,708
Mr GRCBarclay 38,829
Ms K JGramp 12,500
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Indemnification and
insurance of officers

Indemnification

The company hasagreed toindemnify
the current and former directorsand
officers of the company and certain
controlled entities against all liabilities to
another person (other than the company
orarelated body corporate) that may
arise from their position as directors
and secretaries of the company andits
controlled entities, except where the
liability arises out of conduct involving a
lack of good faith. The Deed of Access,
Indemnity and Insurance stipulates that
the company and certain controlled
entities willmeet the fullamount of

any suchliabilities, including costs

and expenses.

Insurance premiums

Thedirectors have not included details of
the nature of theliabilities covered or the
amount of the premium paid in respect
of the directors’ and officers' liability and
legal expenses insurance contracts, as
such disclosureis prohibited under the
terms of the contract.

Non-audit services

During the year, KPMG, the company’s
auditor, has performed certain

other servicesinaddition to their
statutory duties.

The board has considered the non—audit
services provided during the year by the
auditor and s satisfied that the provision
of those non—audit services during

the year by the auditor is compatible
with, and did not compromise, the
auditor independence requirements

of the Corporations Act 2001 for the
following reasons:

« all non—audit services were subject
to the corporate governance
procedures adopted by the
company and have been reviewed
by the Board Audit, Risk and
Compliance Committee to ensure
that they do not have animpact on
the integrity and objectivity of the
auditor; and

» the non-audit services provided do
not undermine the general principles
relating to auditor independence as
set out in APES 110 Code of Ethics
for Professional Accountants, as they
did not involve reviewing or auditing
the auditor’s own work, acting in a
management or decision—-making
capacity for the company, acting
as an advocate for the company or
jointly sharing risks and rewards.

Refer page 52 for a copy of the auditor’s
independence declaration as required
under Section 307C of the Corporations
Act 2001.



CODAN LIMITED AND ITS CONTROLLED ENTITIES

Details of the amounts paid or payable to
the auditor of the company, KPMG, and
its related practices for audit and non—
audit services provided during the year
areas follows:

Consolidated

2020 2019
$ $
Statutory audit
Audit and review of financial reports 231,259 214,763
231,259 214,763
Services other than
statutory audit
Taxationadviceand 49,383 55,973
compliance services
Corporatefinance services - 40,466
Royalty agreement 10,945 -
assuranceservices
60,328 96,439
Rounding off

The company isof akindreferredtoin
ASIC Legislative Instrument 2016/191
dated 1 April 2016 and, inaccordance
with that Legislative Instrument,
amountsinthe financial report and
directors' report have beenrounded off
tothe nearest thousand dollars, unless
otherwise stated.

This report is made with a resolution of
thedirectors:

D J Simmons
Director

Dot A

D S McGurk
Director

Dated at Mawson Lakes
this 19" day of August 2020.

ANNUAL REPORT 2020

51



CODAN LIMITED AND ITS CONTROLLED ENTITIES

LEAD AUDITOR’S
INDEPENDENCE DECLARATION

under Section 307c of the Corporations Act 2001

KPMG

| 6ad Auditors Independence Declaration under
oeclion 30/6 o the Corparations Act 2001

To the Directors of Codan Limited

| declare that, to the best of my knowledge and belief, in relation to the audit of Codan Limited for the
financial year ended 30 June 2020 there have been:

i.  no contraventions of the auditor independence requirements as set out in the Corporations Act 2001
in relation to the audit; and

ii.  no contraventions of any applicable code of professional conduct in relation to the audit.

KPMG Tl

KPMG Paul Cenko
Partner

Adelaide

19 August 2020

KPMG, an Australian partnership and a member

firm of the KPMG network of independent member Liability limited by a scheme approved
firms affiliated with KPMG International Cooperative ~ under Professional Standards
(“KPMG International”), a Swiss entity. Legislation.
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CODAN LIMITED AND ITS CONTROLLED ENTITIES

CONSOLIDATED INCOME STATEMENT

for the year ended 30 June 2020

Consolidated

2020 2019

$000 $000
Continuing operations
Revenue 348,017 270,811
Cost of sales (151,481) (117,478)
Gross profit 196,536 153,333
Otherincome 359 -
Administrative expenses (21,925) (20,830)
Sales and marketing expenses (51,054) (44,159)
Engineering expenses (25,920) (24,756)
Net financing costs (1,457) (203)
Other expenses (7,518) 83)
Profit before tax 89,021 63,302
Income tax expense (25,058) (17,646)
Profit for the period 63,963 45,656
Attributable to:
Equity holders of the company 63,795 45,665
Non-controllinginterests 168 )

63,963 45,656

Earnings per share for profit attributable to the ordinary equity holders of the company:
Basic earnings per share 35.5 cents 25.5 cents
Diluted earnings per share 35.3 cents 25.3 cents

The consolidated income statement is to be read in conjunction with the notes to and forming part of the financial statements set out on pages 58 to 92.
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CODAN LIMITED AND ITS CONTROLLED ENTITIES

CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME

for the year ended 30 June 2020

Consolidated
2020 2019
Note $000 $000
Profit for the period 63,963 45,656
Items that may be reclassified subsequently to profit or loss
Changesin fair value of cash flow hedges 713 406
less tax effect (214) (122)
Changesinfair value of cash flow hedges, net of income tax 21 499 284
Exchange differences on translation of foreign operations 21 (2,160) 3,124
Other comprehensive income/(loss) for the period, net of income tax (1,661) 3,408
Total comprehensive income for the period 62,302 49,064
Attributable to:
Equity holders of the company 62,134 49,073
Non-controlling interests 168 )
62,302 49,064

The consolidated statement of comprehensive incomeis to be read in conjunction with the notes to and forming part of the financial statements set out on pages 58 t0 92.
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CODAN LIMITED AND ITS CONTROLLED ENTITIES

CONSOLIDATED BALANCE SHEET

as at 30 June 2020

Consolidated

2020 2019
Note $000 $000
Current assets
Cashand cash equivalents 8 92,830 37,521
Trade and other receivables 11 25,307 19,007
Inventory 12 32,606 36,703
Current tax assets 7 343 337
Assets held for sale 14 - 3,750
Other assets 13 6,414 5,189
Total current assets 157,500 102,507
Non-—current assets
Property, plant and equipment 15 14,176 14,126
Right-of-use assets 27 25,367 -
Product development 16 67,777 69,857
Intangible assets 17 86,746 87,827
Total non—-current assets 194,066 171,810
Total assets 351,566 274,317
Current liabilities
Tradeand other payables 18 47,044 44,161
Lease liabilities 27 3,775 -
Current tax payable 7 11,958 1,635
Provisions 19 8,159 8,033
Total current liabilities 70,936 53,829
Non—current liabilities
Lease liabilities 27 26,779 -
Deferred tax liabilities 7 4,727 8,082
Provisions 19 1,781 1,192
Total non—current liabilities 33,287 9,274
Total liabilities 104,223 63,103
Net assets 247,343 211,214
Equity
Share capital 20 44,746 43,761
Reserves 21 66,688 67,652
Retained earnings 135,909 99,801
Total equity 247,343 211,214
Total equity attributable to the equity holders of the company 247,303 211,342
Non-controllinginterests 40 (128)
247,343 211,214

The consolidated balance sheet is to be read in conjunction with the notes to and forming part of the financial statements set out on pages 58 to 92.
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CODAN LIMITED AND ITS CONTROLLED ENTITIES

CONSOLIDATED STATEMENT
OF CHANGES IN EQUITY

for the year ended 30 June 2020

Consolidated
Foreign Equity
currency based
Share translation Hedging payment Profit Retained
capital reserve reserve reserve reserve earnings Total
2020 $000 $000 $000 $000 $000 $000 $000
Balanceasat 1 July 2019 43,761 6,712 (146) 2,105 58,981 99,801 211,214
Transition to AASB 16 (net of tax) - - - - - (857) (857)
Profit for the period - - - - - 63963 63,963
Performancerights expensed - - - 1,682 - - 1,682
Changeinfair value of cash flow hedges - - 499 - - - 499
Exchan ifferen ntranslation of
43,761 4,552 353 3,787 58,981 162,907 274,341
Transactions with owners of
the company
Dividends recognised during the period - - - - - (26,998) (26,998)
Issue of shares from performancerights 985 - - (985) - - -
985 - = (985) - (26,998) (26,998)
Balance at 30 June 2020 44,746 4,552 353 2,802 58,981 135,909 247,343
Consolidated
Foreign Equity
currency based
Share translation Hedging payment Profit Retained
capital reserve reserve reserve reserve earnings Total
2019 $000 $000 $000 $000 $000 $000 $000
Balanceasat 1 July 2018 42,721 3,588 (430) 2,187 58,981 81,018 188,065
Profit for the period . - - - - 45,656 45,656
Performancerights expensed - - - 712 - - 712
Changeinfair value of cash flow hedges - - 284 - - - 284
Exchange differences on translation of - 3,124 - - - - 3,124
foreign operations
Transfers toand fromreserves - - - - - - -
42,721 6,712 (146) 2,899 58981 126,674 237,841
Transactions with owners of
the company
Dividends recognised during the period - - - - - (26,873) (26,873)
Issue of shares from performancerights 794 - - (794) - - -
Employee share plan, net of issue costs 246 - - - - - 246
1,040 - - (794) - (26,873) (26,627)
Balance at 30 June 2019 43,761 6,712 (146) 2,105 58,981 99,801 211,214

The consolidated statement of changes in equity is to be read in conjunction with the notes to and forming part of the financial statements set out on pages 58 to 92.
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CODAN LIMITED AND ITS CONTROLLED ENTITIES

CONSOLIDATED STATEMENT
OF CASH FLOWS

for the year ended 30 June 2020

Consolidated

2020 2019
Note $000 $000

Cash flows from operating activities
Cashreceipts from customers 350,298 290,738
Cash paid to suppliersand employees (227,888) (208,290)
Interest received 378 176
Interest paid (271) (226)
Interest onlease assets 27 (703) -
Income taxes paid (net) (17,830) (20,305)
Net cash from operating activities 10 103,984 62,093

Cash flows from investing activities
Proceeds from disposal of property, plant and equipment 3,981 -
Payments for capitalised product development (18,769) (20,453)
Payments for intellectual property (24) (226)
Acquisition of property, plant and equipment (3,759) (4,132)
Acquisition of intangibles (computer software and licences) 442) (866)
Net cash used in investing activities (19,013) (25,677)

Cash flows from financing activities
Payment of lease liabilities 27 (2,983) -
Dividends paid (26,998) (26,873)
Net cash provided by/(used in) financing activities (29,981) (26,873)
Net increase/(decrease) in cash held 54,990 9,543
Cashand cash equivalents at the beginning of the financial year 37,521 27,711
Effects of exchange rate fluctuations on cash held 319 267
Cash and cash equivalents at the end of the financial year 8 92,830 37521

The consolidated statement of cash flows is to be read in conjunction with the notes to and forming part of the financial statements set out on pages 58 to 92.
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for the year ended 30 June 2020

1 Significant Accounting Policies

Codan Limited (the "company") isacompany domiciledin
Australiaandis a for—profit entity. The consolidated financial
report of the company as at and for the year ended 30 June
2020 comyprises the company and its subsidiaries (together
referred to as the "group" and individually as "group entities").
Thefinancial report was authorised for issue by the directors on
19 August 2020.

@) Statement of compliance

The financial reportis ageneral purpose financial report which
has been prepared in accordance with Australian Accounting
Standards (AASBs) adopted by the Australian Accounting
Standards Board ("AASB") and the Corporations Act 2001.

The consolidated financial report of the group complies with
International Financial Reporting Standards (IFRSs) adopted by
the International Accounting Standards Board (“IASB").

(b)

The consolidated financial reportis prepared in Australian
dollars (the company's functional currency and the functional
currency of the majority of the group) on the historical costs
basis except that derivative financial instruments are stated at
their fair value.

Basis of preparation

The groupis of akind referred toin ASIC Corporations
(Rounding in Financial/Directors' Reports) Instrument
2016/191 and, in accordance with that Legislative Instrument,
amountsin the financial report have been rounded off to the
nearest thousand dollars, unless otherwise stated.

Use of estimates and judgements

The preparation of a financial report in conformity with
Australian Accounting Standards requires management to
make judgements, estimates and assumptions that affect

the application of policies and reported amounts of assets,
liabilities, income and expenses. These 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 about carrying values of assets

and liabilities that are not readily apparent from other sources.
Actualresults may differ from these estimates. Estimates and
underlying assumptions are reviewed on an ongoing basis.
Revisions to accounting estimates are recognised in the period
in which the estimate is revised and in any future periods
affected. The estimates and judgements that have asignificant
risk of causing a material adjustment to the carrying amounts of
assets within the next financial year relate to:
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« impairment assessments of non—current assets, including
product development and goodwill (refer note 17)

« measurement of inventory net realisable value (refer note
([0)

» measurement of expected credit loss allowance for trade
receivables (refer note 28(a))

Changes in accounting policies

Except for AASB 16 Leases as describedinnote 27, the
accounting policies applied in these financial statements are
the same as those applied in the group’s consolidated financial
statements as at and for the year ended 30 June 2019.

(c) Basis of consolidation

Subsidiaries are entities controlled by the group. Control exists
when the group has the power, directly or indirectly, to govern
the financial and operating policies of an entity so as to obtain
benefits fromits activities. Inassessing control, potential
voting rights that currently are exercisable are takeninto
account. The financial statements of subsidiaries areincluded
inthe consolidated financial statements from the date control
commences until the date control ceases. The accounting
policies of subsidiaries have been changed when necessary to
align them with the policies adopted by the group.

Unrealised gains and losses and inter—entity balances resulting
fromtransactions with or between subsidiaries are eliminated
in full on consolidation.

Business combinations are accounted for using the acquisition
method as at the acquisition date, whichis the date on

which controlis transferred to the group. Transaction costs,
other than those associated with the issue of debt or equity
securities that the group incurs in connection with abusiness
combination, are expensed as incurred.

Upontheloss of control, the group derecognises the assets
and liabilities of the subsidiary, and non—controlling interests
and the other components of equity related to the subsidiary.
Any surplus or deficit arising on the loss of control is recognised
intheincome statement.

Non-controlling interests are measured at their proportionate
share of the subsidiaries' net assets.



(d)

Revenues are recognised at the fair value of the consideration
received or receivable, net of the amount of goods and services
tax (GST) payable to taxation authorities.

Revenue recognition

Sale of goods

Revenue fromthe sale of goods is measured at the fair value

of the consideration received or receivable (net of rebates,
returns, discounts and other allowances). Revenueis
recognised when performance obligations are satisfied and the
significant risks and rewards of ownership pass to the customer,
recovery of the considerationis probable, the associated costs
and possible return of goods can be estimated reliably, there

is no continuing management involvement with the goods

and the amount of revenue can be measured reliably. Control
usually passes when the goods are shipped to the customer.

Construction contracts

Contract revenueincludes theinitial amount agreedin the
contract, plus any variationsin contract work, claimsand
incentive payments, to the extent that it is probable that they
will result inrevenue and can be measured reliably. As soon

as the outcome of a construction contract can be estimated
reliably, contract revenueis recognised intheincome
statement in proportion to the stage of completion of the
contract as performance obligations are satisfied and. Contract
expenses are recognised asincurred unless they create an asset
related to future contract activity.

The stage of completionis assessed by reference to
professional judgement of work performed. Whenthe
outcome of a construction contract cannot be estimated
reliably, contract revenueis recognised only to the extent of
contract costsincurred that are likely to be recoverable. An
expected loss onacontractis recognisedimmediately in the
income statement.

Rendering of services

Revenue fromrendering servicesis recognised in the periodin
whichtheserviceis provided.

(e

Net financing costsinclude interest paid relating to borrowings,
interest received on funds invested, unwinding of discounts
and foreign exchange gains and losses. Qualifying assets are
assets that take more than 12 months to get ready for their
intended use or sale. Inthese circumstances, borrowing costs
are capitalised to the cost of the qualifying assets. Interest
income and borrowing costs are recognised intheincome
statement on an accruals basis, using the effective—interest
method. Foreign currency gains and losses are reported ona
net basis.

Net financing costs

(f)  Foreign currency

Foreign currency transactions are translated to Australian
dollars at the rates of exchange ruling at the dates of the
transactions. Monetary assets and liabilities denominated
inforeign currencies at the reporting date are translated to
Australian dollars at the foreign exchange rate ruling at that
date. Foreign exchange differences arising on translation are
recognised in the income statement, except for differences
arising onthe retranslation of afinancial liability designated
asahedge of anetinvestment in aforeign operation, or
qualifying cash flow hedges, which are recognised in other
comprehensive income and presented within equity, tothe
extent that the hedgeis effective.

Foreign operations

The assets and liabilities of foreign operations, including
goodwilland fair-value adjustments arising on acquisition, are
translated to Australian dollars at the foreign exchange rates
ruling at the reporting date. Equity items are translated at
historical rates. Theincome and expenses of foreign operations
aretranslated to Australian dollars at the foreign exchange
ratesruling at the dates of the transactions. Foreignexchange
differences arising on translation are taken directly to the
foreign currency translation reserve until the disposal, or partial
disposal, of the foreign operations.

Foreign exchange gains and losses arising from amonetary
item receivable or payable to a foreign operation, the
settlement of whichis neither planned nor likely in the
foreseeable future, are considered to formpart of anet
investmentin aforeign operation and on consolidation they are
recognised in other comprehensive income, and are presented
within equity in the foreign currency translation reserve.

Foreign currency differences arising on the retranslation of
afinancial liability designated as a hedge of a net investment
inaforeign operation are recognised directly in other
comprehensive incometo the extent that the hedgeis
effective, and are presented within equity in the hedging
reserve. To the extent that the hedgeisineffective, such
differences are recognised inthe income statement. When
the hedged part of anet investmentis disposed of, the
associated cumulative amount in equity is transferred to the
income statement as an adjustment to theincome statement
ondisposal.
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for the year ended 30 June 2020 (continued)

(g) Derivative financial instruments

The group has used derivative financial instruments to
hedgeits exposure to foreign exchange andinterest rate
movements. Inaccordance withiits policy, the group does not
hold derivative financial instruments for trading purposes.
However, derivatives that do not qualify for hedge accounting
are accounted for as trading instruments. Derivative financial
instruments are recognised initially at fair value. Attributable
transaction costs are recognised inthe income statement
whenincurred. Subsequent to initial recognition, derivative
financialinstruments are stated at fair value. The gainorloss
onre—measurement to fair value is recognised immediately

in theincome statement unless the derivative qualifies for
hedge accounting.

Hedging

Oninitial designation of the hedge, the group formally
documents the relationship between the hedging instrument
and hedged item, including the risk management objectives
and strategy in undertaking the hedge transaction, together
with the methods that will be used to assess the effectiveness
of the hedging relationship.

Where aderivative financial instrument is designated as a
hedge of the variability in cash flows of a highly probable
forecast transaction, the effective part of any gain or loss on
the derivative financial instrument is recognised directly in
comprehensive income and presented within equity. When the
forecast transaction subsequently results in the recognition of
afinancial asset or liability, then the associated gains and losses
that were recognised directly in equity are reclassified into the
income statement.

When a hedging instrument expires or is sold, terminated
orexercised, or the entity revokes designation of the hedge
relationship but the hedged forecast transactionis still
expected to occur, the cumulative gain or loss at that point
remainsinequity andis recognised in accordance with the
above policy when the transaction occurs. If the hedged
transactionis no longer expected to take place, then the
unrealised gain or loss recognised in equity is recognised
immediately intheincome statement.
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(h) Taxation

Income tax expense on theincome statement comprises
acurrentand deferred tax expense. Income tax expenseis
recognised intheincome statement except to the extent
thatit relates to items recognised directly in equity, orin other
comprehensiveincome.

Current tax expense is the expected tax payable on the taxable
income for the year using tax rates enacted or substantially
enacted at thereporting date, adjusted for any prior year
under or over provision. The movement in deferred tax assets
and liabilities results in adeferred tax expense, unless the
movement results from a business combination, in which case
thetaxentryisrecognisedin goodwill, or atransaction has
impacted equity, in which case the tax entryis also reflected
inequity.

Deferredtax assets and liabilities arise from temporary
differences between the carrying amount of assets and
liabilities for financial reporting purposes and the amounts used
for taxation purposes.

Deferred tax assets and liabilities are offset if thereis alegally
enforceable right to offset tax liabilities and assets, and they
relate toincome taxes levied by the same tax authority onthe
same taxable entity, or on different tax entities, but they intend
tosettle the tax liabilities and assets on a net basis, or their tax
assets and liabilities will be realised simultaneously.

Adeferred tax asset is recognised for unused tax losses, tax
credits and deductible temporary differences to the extent
thatitis probable that future taxable profits will be available
against which the temporary difference can be utilised.
Deferredtax assets are reviewed at each reporting date and
arereduced to the extent that itis no longer probable that the
related tax benefit will be realised.

Tax consolidation

The company is the head entity in the tax—consolidated
group comprising all the Australian wholly owned subsidiaries.
The company recognises the current tax liability of the
tax—consolidated group. The tax—consolidated group has
determined that subsidiaries will account for deferred tax
balances and will make contributions to the head entity for
the current tax liabilities as if the subsidiary prepared its tax
calculation onastand-alone basis.

The company recognises deferred tax assets arising from
unused tax losses of the tax consolidated group to the

extent thatit is probable that future taxable profits of the tax
consolidated group will be available against which the asset can
be utilised.

Any subsequent period adjustments to deferred tax

assets arising from unused tax losses, as aresult of revised
assessments of the probability of recoverability, are recognised
by the head entity only.



(i) Goods and services tax

Revenues, expenses and assets are recognised net of the
amount of GST, except where the amount of GST incurred is
not recoverable from the Australian Taxation Office (ATO). In
these circumstances, the GST is recognised as part of the cost
of acquisition of the asset or is expensed.

Receivables and payables are stated with the amount of GST
included. The net amount of GST recoverable from, or payable
to, the ATOisincluded as a current asset or liability in the
balance sheet.

Cash flows are includedin the Consolidated Statement of
Cash Flowsonagross basis. The GST components of cash
flows arising frominvesting and financing activities which
arerecovered from, or payable to, the ATO are classified as
operating cash flows.

()] Cash and cash equivalents

Cashand cash equivalents comprise cash balances and call
deposits with an original maturity of three months or less.
Bank overdrafts formanintegral part of the group's cash
management and areincluded asacomponent of cash
and cash equivalents for the purpose of the Consolidated
Statement of Cash Flows.

(k) Trade and other receivables

Trade debtors are to be settled within agreed trading terms,
typically less than 60 days, and areinitially recognised at

fair value and then subsequently at amortised cost, less any
expected credit loss allowances. Under the “expected credit
loss” model, the allowance for credit losses is calculated by
considering on a discounted basis the cash shortfalls it would
incur invarious default scenarios for prescribed future periods
and multiplying the shortfalls by the probability weighted
outcomes. Significant receivables are individually assessed.
Non-significant receivables are not individually assessed;
instead, credit loss testing is performed by considering the risk
profile of that group of receivables. All allowances for credit
losses are recognised inthe income statement.

()] Inventories

Raw materials and stores, work in progress and finished goods
are measured at the lower of cost (determined on a first—in
first—out basis) and net realisable value. Net realisable value is
the estimated selling price inthe ordinary course of business,
less the estimated costs of completion and selling expenses.
Inthe case of manufactured inventories and work in progress,
costs comprise direct materials, direct labour, other direct
variable costs and allocated factory overheads necessary to
bring the inventories to their present location and condition.

(m)

Project workin progress represents the gross unbilled
amount expected to be collected from customers for project
work performed to date. Itis measured at cost, plus profit
recognised to date, less progress billings and recognised
losses. Costincludes all expenditure related directly to specific
projects. Project work in progress s presented as part of
other assetsin the balance sheet for all projectsin which costs
incurred, plus recognised profits, exceed progress billings.

Project work in progress

(n) Intangible assets

Product development costs

Expenditure onresearch activities, undertaken with the
prospect of gaining new scientific or technical knowledge and
understanding, is recognised intheincome statement asan
expense whenincurred.

Expenditure on development activities, whereby research
findings are applied to a plan or design for the production of
new or substantially improved products, is capitalised only
if development costs can be measured reliably, the product
is technically and commercially feasible, future economic
benefits are probable and the group intends to, and has
sufficient resources to, complete development and to use or
sellthe asset.

The expenditure capitalised has a finite useful life and includes
the cost of materials, direct labour and an appropriate
proportion of overheads that are directly attributable to
preparing the asset foritsintended use, less accumulated
amortisation and accumulated impairment losses. Other
development expenditureis recognisedin theincome
statement whenincurred.

Goodwill

Allbusiness combinations are accounted for by applying

the acquisition method, and goodwill may arise upon the
acquisition of subsidiaries. Goodwillis stated at cost, less any
accumulatedimpairment losses, and has anindefinite useful
life. Itis allocated to cash—generating units and is not amortised
but is tested annually forimpairment.

Measuring goodwill

The group measures goodwill as the fair value of the
consideration transferred including the recognised amount
of any non—controlling interestinthe acquiree, less the net
recognised amount (generally fair value) of the identifiable
assets acquired (including intangible assets) and liabilities
assumed, allmeasured as of the acquisition date.

Consideration transferred includes the fair values of the assets
transferred, liabilities incurred by the group to the previous
owners of the acquiree, and equity interestsissued by the
group. Consideration transferred also includes the fair value
of any contingent consideration and share—based payment
awards of the company.
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for the year ended 30 June 2020 (continued)

(n) Intangible assets (continued)

Contingent liabilities

A contingent liability of the acquiree is assumed inabusiness
combination only if such aliability represents a present
obligationand arises from a past event, and its fair value canbe
measured reliably.

Non-controlling interest

The group measures any non—controlling interest at its
proportionate interest in the identifiable net assets of
theacquiree.

Transaction costs

Transaction costs that the group incursin connection witha
business combination, such as finder's fees, legal fees, due
diligence fees, and other professional and consulting fees, are
expensedasincurred.

Licences and other intangible assets

Licences and other intangible assets that are acquired by the
group, which have finite useful lives, are stated at cost, less
accumulated amortisation and accumulated impairment
losses. Expenditure oninternally generated goodwilland
brandsis recognised intheincome statement asincurred.

Subsequent expenditure

Subsequent expenditureis capitalised only whenit increases
the future economic benefits embodied in the specific asset to
whichitrelates. All other expenditure, including expenditure on
internally generated goodwilland brands, is recognised in the
income statement asincurred.

Amortisation

Amortisationis calculated onthe cost of the asset, lessits
residual value.

Amortisationis charged to theincome statement on either a
straight-line or units of production basis. Intangible assets are
amortised over their estimated useful lives from the date that
they are available for use, but goodwillis only written down if
thereisanimpairment.
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The estimated useful lives in the current and comparative
periods are as follows:

Straight-line Units of
production
Product development, licences  2-15years 5-10vyears

andintellectual property:

Computer software: 3—7years Notapplicable
Amortisation methods, useful lives and residual values are
reviewed at each reporting date.

(o) Assets held forsale

Non-current assets, or disposal groups comprising assets and
liabilities, are classified as held—for—saleif it is highly probable
that they will be recovered primarily through sale rather than
through continuing use.

Such assets are generally measured at the lower of their
carryingamount and fair value less costs to sell. Once classified
as held-for—sale, intangible assets and property, plant and
equipment are no longer amortised or depreciated.

(p)

Owned assets

Property, plant and equipment

[tems of property, plant and equipment are measured at cost,
less accumulated depreciation and impairment losses. Cost
includes expenditures that are directly attributable to the
acquisition of the asset. The cost of self-constructed assets
includes the cost of materials, direct labour and any other
costsdirectly attributable to bringing the asset to a working
conditionforitsintended use, the costs of dismantling and
removing the items and restoring the site on which they are
located, and capitalised borrowing costs. Purchased software
thatisintegral to the functionality of the related equipment is
capitalised as part of that equipment.

Land and buildings that had been revalued to fair value prior
tothe transitionto AIFRS, being 1 July 2004, were measured
onthebasis of deemed cost, being the revalued amount at the
date of that revaluation.

Gains and losses on disposal of anitem of property, plantand
equipment are determined by comparing the proceeds from
disposal with the carrying amount of property, plantand
equipment and are recognised net within "other income" or
“other expenses” in the income statement.



Subsequent costs

The cost of replacing part of anitem of property, plant and
equipment is recognised in the carrying amount of the item
if itis probable that the future economic benefits embodied
within the part will flow to the group and its cost can be
measured reliably. The carrying amount of the replaced part
isderecognised. The costs of the day—to—day servicing of
property, plant and equipment are recognised intheincome
statement asincurred.

Depreciation

Depreciationis calculated on the depreciable amount, whichis
the cost of anasset, lessitsresidual value.

Depreciationis charged to theincome statement on property,
plant and equipment ona straight-line basis over the estimated
usefullife of the assets. Capitalised leased assets are amortised
onastraight-line basis over the term of the relevant lease, or
whereitis likely the group will obtain ownership of the asset, the
life of the asset. Land is not depreciated. The main depreciation
rates used for each class of asset for current and comparative
periods are as follows:

Right-of-use assets 7%t0 25%
Leasehold property 6%1t0 10%
Plant and equipment 7%t040%

Depreciation methods, useful lives and residual values are
reviewed at each reporting date.

(@) Impairment

The carrying amounts of the group's assets, other than
inventories and deferred tax assets, are reviewed at each
reporting date to determine whether thereis any indication

of impairment. A financial asset is considered to beimpaired

if objective evidenceindicates that one or more events have
had anegative effect on the estimated future cash flows of that
asset. If any suchimpairment exists, the asset's recoverable
amount s estimated.

For goodwilland intangible assets that have an indefinite useful
life or are not yet available for use, the recoverable amount is
estimated annually.

Therecoverable amount of assets is the greater of their fair
value, less costs of disposal and value—in—use. In assessing
value—in-use, the estimated future cash flows are discounted
to their present value using a pre—tax discount rate that reflects
current market assessments of the time value of money and the
risks specific to the asset. For an asset that does not generate
largely independent cash inflows, the recoverable amount

is determined for the cash—generating unit to which the

asset belongs.

Thegroup’s corporate assets do not generate separate cash

inflows. If there is anindication that a corporate asset may be
impaired, then the recoverable amount is determined for the
cash—generating units to which the corporate asset belongs.

Animpairment loss is recognised whenever the carrying
amount of an asset exceedsiits recoverable amount. A cash-
generating unitis the smallest identifiable asset group that
generates cashinflows that are largely independent from other
assets or groups of assets. Impairment losses are recognised
intheincome statement. Impairment losses recognisedin
respect of cash—generating units are allocated first to reduce
the carrying amount of any goodwill and then to reduce the
carrying amount of the other assetsin the cash—generating
unit onapro—rata basis.

Animpairment loss inrespect of goodwill is not reversed. In
respect of other assets, impairment losses recognised in prior
periods are assessed at each reporting date for any indications
that theloss has decreased or no longer exists. Animpairment
lossis reversed if there has been a changein the estimate

used to determine the recoverable amount. Animpairment
lossis reversed only to the extent that the asset's carrying
amount does not exceed the carrying amount that would have
been determined, net of depreciation or amortisation, if no
impairment loss had been recognised.

) Payables

Liabilities are recognised for amounts to be paidin the future
for goods or services received. Trade accounts payable are
normally settled within 60 days.

(s) Interest bearing borrowings

Interest bearing borrowings are recognised initially at their
fair value, less attributable transaction costs. Subsequent
toinitial recognition, interest bearing borrowings are

stated at amortised cost, with any difference between

cost and redemption value being recognised in the income
statement over the period of the borrowings on an effective—
interest basis.
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9]

Wages, salaries and annual leave

Employee benefits

Liabilities for employee benefits for wages, salaries, incentives
and annual leave represent present obligations resulting
fromemployees' services provided to the reporting date,
calculated at undiscounted amounts based on remuneration
rates that the group expects to pay as at the reporting date,
including related on—costs such as superannuation, workers'
compensationinsurance and payroll tax.

Long service leave

The provision for employee benefits for long service leave
represents the present value of the estimated future cash
outflows resulting fromthe employees' services provided to
thereporting date. The provisionis calculated using expected
futureincreasesin wage and salary rates, including related
on-costs, and expected settlement dates based on turnover
history, and is discounted using high—quality corporate bond
rates at the reporting date which most closely match the terms
of maturity of the related liabilities.

Defined contribution superannuation plans

Adefined contribution planis a post—employment benefit
planunder which an entity pays fixed contributionsinto a
separate entity and willhave nolegal or constructive obligation
topay further amounts. The group contributes to defined
contribution superannuation plans and these contributions are
expensed intheincome statementasincurred.

(u) Provisions

Aprovisionis recognised whenthereis a present legal or
constructive obligationas aresult of apast event, it canbe
estimated reliably and it is probable that a future sacrifice of
economic benefits will be required to settle the obligation.
Provisions are determined by discounting the expected future
cash flows required to settle the obligation at a pre—taxrate
that reflects the current market assessments of the time value
of money and therisks specific to the liability. The unwinding of
the discountis recognised as a finance cost.
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Dividends

Aprovision for dividends payable is recognised in the reporting
period inwhich the dividends are declared.

Restructuring and employee termination benefits

Aprovision for restructuring is recognised when the group has
approved a detailed and formalrestructuring plan, and the
restructuring either has commenced or has been announced
publicly. Future operating costs are not provided for.

Warranty

Aprovisionis made for the group's estimated liability onall
products sold and still under warranty, and includes claims
already received. The estimateis based on the group's warranty
cost experience over previous years.

W)

Ordinary shares are classified as equity. Incremental costs
directly attributable to theissue of ordinary shares and share
options are recognised as a deduction from equity, net of any
taxeffects.

Share capital — ordinary shares

(w) Share-based
payment transactions

Share-based paymentsin which the group receives goods
or services as consideration for its own equity instruments
are accounted for as equity—settled share—based payment
transactions, regardless of how the equity instruments are
obtained fromthe group.

The grant—date fair value of share—based payment awards
granted to employeesis recognised as an employee expense,
withacorresponding increase in equity, over the period that
the employees unconditionally become entitled to the awards.
The amount recognised as an expense is adjusted to reflect the
number of awards which vest.

(x) Future Australian Accounting
Standards requirements

Anumber of new standards are effective after 2020 and earlier
applicationis permitted; however, the group has not early
adopted the new or amended standardsin preparing these
consolidated financial statements. The group does not expect
that these new accounting standards will have amaterial
impact on the consolidated financial statements.



GROUPPERFORMANCE

2. Segment activities

The group determines and presents operating segments

based ontheinformation that isinternally provided to the CEQ,

whois the group's chief operating decision—maker.

Anoperating segmentis acomponent of the group that
engages in business activities from which it may earn revenues
andincur expenses. All operating segments' results are
regularly reviewed by the group's CEO, to make decisions
about resources to be allocated to the segments and assess
their performance.

Segment results relate to the underlying operations of a
segment and are as reported to the CEO, and include the
expense from functions that are directly attributable toa
segment as well as those that can be allocated on areasonable
basis. Unallocated items comprise mainly corporate assets
(primarily the company's headquarters and cash balances),
corporate expenses, non-underlying otherincome and
expense, and income tax assets and liabilities.

Segment capital expenditureis the total cost incurred during
the period to acquire property, plant and equipment, and
intangible assets other than goodwill.

The group's primary format for segment reporting is based on
business segments.

Business segments

Two or more operating segments may be aggregatedintoa
single operating segment if they are similar in nature. The group
comprises three business segments. The Communications
segmentincludes the design, development, manufacture and
marketing of communications equipment. The Metal Detection
segmentincludes the design, development, manufacture

and marketing of metal detection equipment. Lastly, the
Tracking Solutions segment includes the design, manufacture,
maintenance and support of arange of electronic products and
associated software for the mining sector.

Geographical segments

In presenting information on the basis of geographical
segments, segment revenue has been based onthe
geographic location of the invoiced customer. Segment assets
are based on the geographic location of the assets. The group
has manufacturing and corporate offices in Australiaand
Canada, with overseas representative offices in the United
States of America, United Arab Emirates, South Africa, Brazil
andlreland.

ANNUAL REPORT 2020 65



for the year ended 30 June 2020 (continued)

GROUP PERFORMANCE (continued)

Information about
reportable segments

Communications

Metal Detection

Tracking Solutions

Consolidated

2020 2019 2020 2019 2020 2019 2020 2019
$000 $000 $000 $000 $000 $000 $000 $000
Revenue
External segment revenue 103,987 77,639 236,388 182,058 7,642 11,114 348,017 270,811
Result ’
Segment result 23,849 16,715 97,384 67323 (3,567) (1,183) 117,666 82,855
Impairment (7,518) -
Unallocated net financing costs (754) (203)
Unallocated income and expenses (20,373) (19,350)
Profit fromoperating activities 89,021 63,302
Income tax expense (25,058) (17,646)
Net Profit 63,963 45,656
Non-cash items included above
Depreciationand amortisation 8,988 5,874 8,451 7,523 2,347 1,312 19,786 14,709
nall reciation
Impairment 7,518 -
Total reciation
Assets
Capital expenditure 919 806 2,350 1,442 104 153 3,373 2,401
Unallocated capital expenditure 386 1,731
Total capital expenditure 3,759 4,132
Segment assets 96,252 88,574 114,290 112,655 19,113 26,646 229,655 227,875
Unallocated corporate assets 121,911 46,442
Consolidated total assets 351,566 274,317

The group derived its revenues from a number of countries. The two significant countries where revenue was 10% or more of total
revenue were United Arab Emirates totalling $127.019 million (2019: $65.908 million) and the United States of America totalling

$79.620 million (2019: $60.141 million).

The group’'s non—current assets, excluding financial instruments and deferred tax assets, were located as follows: Australia $147.702
million (2019: $128.234 million), Canada $45.023 million (2019: $43.254 miillion), United Arab Emirates $0.622 million (2019:
$0.223 million), the United States of America $0.588 million (2019: $0.079 million), Brazil $0.108 million (2019: nil) and Ireland

$0.023 million (2019: $0.020 million).
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Consolidated

2020 2019
Note $000 $000
3. Expenses
Net financing costs:
Interestincome (378) (176)
Net foreign exchange (gain)/loss 861 134
Interest expense 271 245
Finance charge on lease liabilities 703 -
1,457 203
Depreciation of:
Right-of-useassets 27 3,179 -
Leasehold property 98 90
Plant and equipment 3,629 2,478
6,906 2,568
Amortisation of:
Product development - straight-line 9,154 7,477
Product development — units of production 3,594 4,007
Intellectual property 409 409
Computer software 291 289
Licences 297 495
13,745 12,677
Personnel expenses:
Wages and salaries 48,311 42,181
Other associated personnel expenses 3,499 3,746
Contributions to defined contribution superannuation plans 4,572 3,719
Longserviceleave expense 771 886
Annualleave expense 2,521 2,514
Performancerights plan 1,682 712
Employee shareplan 250 246
61,606 54,004
4. Other expenses/(income)
Impairment of Minetec product development 7,518 -
(Gain)/loss onsale of property, plant and equipment (206) 62
Other expenses/(income) (153) 21
7,159 83
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GROUP PERFORMANCE (continued)

Consolidated

2020 2019
$000 $000
5. Dividends
Codan Limited has provided or paid for dividends as follows:
—ordinary final fully-franked dividend of 5.0 cent per share paid on 13 September 2019 8,999 -
—special final fully-franked dividend of 2.5 cent per share paid on 13 September 2019 4,500 -
—ordinary interim fully-franked dividend of 7.5 cents per ordinary share paid on 12 March 2020 13,499 -
—ordinary final fully-franked dividend of 4.5 cents per ordinary share paid on 14 September 2018 - 8,062
—special final fully-franked dividend of 4.0 cents per ordinary share paid on 14 September 2018 - 7,166
—ordinary interim fully-franked dividend of 4.0 cents per ordinary share paid on 13 March 2019 - 7,166
—special interim fully-franked dividend of 2.5 cents per ordinary share paid on 13 March 2019 = 4,479
26,998 26,873

Subsequent events

Since the end of the financial year, the directors declared a final ordinary fully franked dividend of 11.0 cents per share, payable
on 11 September 2020. The financialimpact of this final dividend of $19,799,217 has not been brought to account in the group
financial statements for the year ended 30 June 2020 and will be recognised in subsequent financial reports.

Dividend franking account

Franking credits available to shareholders for subsequent financial years (30%) 42,604 27,110

The franking credits available are based on the balance of the dividend franking account at year—end, adjusted for the franking
credits that will arise from the payment of the current tax liability. The ability to utilise the franking account credits is dependent
upon there being sufficient available profits to declare dividends. Based upon the above declared dividend, theimpact on the
dividend franking account of dividends proposed after the balance sheet date but not recognised as aliability is to reduce it by
$8,485,379(2019: $5,760,897).

6. Earnings per share

The group presents basic earnings per share (EPS) data for its ordinary shares. Basic EPSis calculated by dividing the profit or loss
attributable to ordinary shareholders of the company by the weighted average number of ordinary shares outstanding during the
period. Diluted EPS is determined by adjusting the profit or loss attributable to ordinary shareholders and the weighted average
number of ordinary shares outstanding for the effects of all dilutive potential ordinary shares, which comprise performance rights
granted to employees.

Net profit used for the purpose of calculating basic and diluted earnings per share 63,795 45,665

The weighted average number of shares used as the denominator number for basic earnings per share was 179,867,477
(2019: 178,994,483). The movement in the year is as a consequence of the sharesissued under the performance rights plan.

The calculation of diluted earnings per share at 30 June 2020 was based on aweighted average number of ordinary shares
outstanding, after adjustment for the effects of all dilutive potential ordinary shares of 180,961,854 (2019: 180,530,338).
The movement in the year relates to the shares issued under the performance rights granted.
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CODAN LIMITED AND ITS CONTROLLED ENTITIES

TAXATION

Consolidated

2020 2019
$000 $000
7. Income tax
A. Income tax expense
Current tax expense:
Current tax paid or payable for the financial year 27,909 16,336
Adjustments for prior years (204) (135)
27,705 16,201
Deferred tax expense:
Origination and reversal of temporary differences (2,647) 1,445
Total income tax expense in income statement 25,058 17,646
Reconciliation between tax expense and pre—tax net profit:
The prima facieincome tax expense calculated at 30% on the profit from ordinary activities 26,706 18,991
Decrease in income tax expense due to:
Additional deduction for research and development expenditure (1,294) (1,139)
Effect of tax rates in foreignjurisdictions 9) (193)
(Over)/under provision for taxationin previous years (204) (135)
Other deductible expenses (259) (21)
24,940 17,503
Increase in income tax expense due to:
Non-deductible expenses 118 143
Income tax expense 25,058 17,646
B. Current tax liabilities / assets
Balance at the beginning of the year (1,298) (5,966)
Net foreign currency differences on translation of foreign entities 25 4
Income tax paid (net) 17,830 20,305
Adjustments from prior year (263) 695
Current year'sincome tax paid or payable on operating profit (27,909) (16,336)
(11,615) (1,298)
Disclosed in balance sheet as:
Current tax asset 343 337
Current tax payable (11,958) (1,635)
(11,615) (1,298)
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CODAN LIMITED AND ITS CONTROLLED ENTITIES

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

for the year ended 30 June 2020 (continued)

TAXATION (continued)
Consolidated
2020 2019
$000 $000
C. Deferred tax liabilities
Provision for deferred income tax comprises the estimated expense at the applicable rate
of 30% on the following items:
Expenditure currently tax deductible but deferred and amortised for accounting 19,841 20,241
Set—off of tax in relation to deferred tax assets:
Differencein depreciation of property, plant and equipment (1,640) (330)
Payments for intellectual property not currently deductible (1,671) (2,165)
Provisions for employee benefits not currently deductible (2,250) (2,042)
Provisions and accruals not currently deductible (4,467) (3,367)
Sundry items (249) (144)
Carry forward overseas tax losses - (55)
Carry forward overseas R&D tax credits (4,837) (4,056)
4,727 8,082
D. Effective tax rates
Global operations — total consolidated tax expense 28% 28%
Australian operations — Australian company income tax expense 29% 28%
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CODAN LIMITED AND ITS CONTROLLED ENTITIES

CASH MANAGEMENT

Consolidated

2020 2019
$000 $000
8. Cash and cash equivalents
Cashonhand 516 2,012
Cashat bank 92,314 35,509
92,830 37,521
9. Loans and borrowings
The group has access to the following lines of credit:
Total facilities available at balance date:
Multi—optionfacility 40,000 40,000
Commercial credit card 200 200
40,200 40,200
Facilities utilised at balance date:
Multi—option facility — guarantees 1,113 6,281
Commercial credit card 16 23
1,129 6,304
Facilities not utilised at balance date:
Multi-option facility 38,887 33,719
Commercial credit card 184 177
39,071 33,896

Inadditionto these facilities, the group has cash at bank and short-term deposits of $92,830,000 as set out innote 8.

Bank Facilities

Facilities are supported by interlocking guarantees between the company and its subsidiaries. The multi—option facility of $40 million
hasaterm of three years expiringin January 2022, andis subject to compliance with certain financial covenants, with an additional
facility of $40 million available subject to our financial institutions' approval.

Consolidated

2020 2019
% %

Weighted average interest rates:
Cashatbank 0.66 0.67
Cashadvance* N/A 2.61

*The group did not draw down on the bank facilities during the financial year ended 30 June 2020.
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CODAN LIMITED AND ITS CONTROLLED ENTITIES

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

for the year ended 30 June 2020 (continued)

CASH MANAGEMENT (continued)

Consolidated

2020 2019

Note $000 $000
10. Notes to the statement of cash flows
Reconciliation of profit after income tax to net cash provided by
operating activities
Profit after income tax 63,963 45,656
Add/(less) items classified as investing or financing activities:
(Gain)/loss onsale of non—current assets (206) 62
Add/(less) non—cash items:
Depreciation 6,906 2,568
Impairment of product development costs 7,518 -
Amortisation 13,745 12,677
Performance rights and employee share plan expensed 1,682 958
Increase/(decrease) inincome taxes 7,228 (2,659)
Increase/(decrease) in net assets affected by foreign currency translation (805) 278
Net cash from operating activities before changes in assets and liabilities 100,031 59,540
Change in assets and liabilities during the financial year:
Reduction/(increase) inreceivables (6,300) 10,777
Reduction/(increase) ininventories 4,097 (5,115)
Reduction/(increase) in other assets (1,225) (2,715)
Increase/(reduction) intrade and other payables 2,883 1,779)
Reversal of deferred lease liabilities 27 3,783 -
Increase/(reduction) in provisions 715 1,385
Net cash from operating activities 103,984 62,093
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CODAN LIMITED AND ITS CONTROLLED ENTITIES

OPERATING ASSETS AND LIABILITIES

Consolidated

2020 2019
$000 $000
M.  Trade and other receivables
Current
Tradereceivables 26,929 20,177
Less: expected creditloss provision (2,234) (1,343)
Other debtors 612 173
25,307 19,007
12.  Inventory
Raw materials 11,666 9,667
Workinprogress 14,622 14,003
Finished goods 6,318 13,033
32,606 36,703
INFY20, inventories of $134.760 million (2019: $102.216 million) were recognised as an expense and includedin cost of sales.
13.  Other assets
Prepayments 3,326 3,811
Net foreign currency hedge receivable 505 -
Project workin progress 2,063 832
Other 520 546
6,414 5,189
14. Assets held for sale
Freeholdland = 3,750
Reconciliation
Carryingamount at beginning of year 3,750 3,750
Disposals (3,750) -
Carrying amount at end of year - 3,750
INnFY18, the company signed a contract for the sale of its Newton property and the settlement took placein FY20.
15. Property, plant and equipment
Leasehold property at cost 1,190 1,134
Accumulated depreciation (668) (566)
522 568
Plant and equipment at cost 38,312 33,703
Accumulated depreciation (26,616) (23,346)
11,696 10,357
Capital workin progress at cost 1,958 3,201
Total property, plant and equipment 14,176 14,126
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CODAN LIMITED AND ITS CONTROLLED ENTITIES

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

for the year ended 30 June 2020 (continued)

OPERATING ASSETS AND LIABILITIES (continued)

Consolidated

2020 2019
$000 $000
15. Property, plant and equipment (continued)
Reconciliations
Recondiliations of the carrying amounts for each class of property, plant and equipment are set out below:
Leasehold property improvements
Carrying amount at beginning of year 568 360
Additions 16 288
Transfers 32 2
Disposals - -
Depreciation (98) (90)
Net foreign currency differences on translation of foreign entities 4 8
Carrying amount at end of year 522 568
Plant and equipment
Carrying amount at beginning of year 10,357 10,802
Additions 2,080 1,541
Transfers 2,874 429
Disposals (24) (41)
Depreciation (3,629) (2,478)
Net foreign currency differences on translation of foreign entities 38 104
Carrying amount at end of year 11,696 10,357
Capital work in progress at cost
Carryingamount at beginning of year 3,201 1,327
Additions 1,717 1,874
Transfers (2,960) -
Carrying amount at end of year 1,958 3,201
Total carrying amount at end of year 14,176 14126
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Consolidated

2020 2019
Note $000 $000
16. Product development
Product development at cost 170,311 152,153
Accumulated amortisation and impairment losses (102,534) (82,296)
67,777 69,857
Reconciliation
Carryingamount at beginning of year 69,857 59,830
Capitalisedin current period 18,769 20,453
Impairment 17 (7,518) -
Amortisation (12,748) (11,484)
Net foreign currency differences on translation of foreign entities (583) 1,058
67,777 69,857
17. Intangible assets
Intellectual property at cost 21,976 21,981
Accumulated amortisation (20,272) (19,810)
1,704 2,171
Computer software at cost 10,664 10,254
Accumulated amortisation (9,911) (9,624)
753 630
Licences at cost 5,741 5,717
Accumulated amortisation (5,268) (4,971)
473 746
Goodwill 83,816 84,280
Total intangible assets 86,746 87827
Reconciliations
Intellectual property
Carrying amount at beginning of year 2,171 2,319
Additions 24 226
Amortisation (409) (409)
Net foreign currency differences on translation of foreign entities (82) 35
1,704 2,171
Computer software
Carryingamount at beginning of year 630 323
Additions 343 590
Transfers from capital work in progress 54 21
Amortisation (291) (289)
Disposals = (21)
Net foreign currency differences on translation of foreign entities 17 6
753 630
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OPERATING ASSETS AND LIABILITIES (continued)

17. Intangible assets (continued)

Consolidated

2020 2019
$000 $000
Licences
Carryingamount at beginning of year 746 965
Acquisitions 45 276
Amortisation (297) (495)
Net foreign currency differences on translation of foreign entities (21) -
473 746
Goodwill
Carryingamount at beginning of year 84,280 82,978
Net foreign currency differences on translation of foreign entities (464) 1,302
83,816 84,280
The following segments have significant carrying amounts of goodwill:
Communications 21,321 21,785
Metal Detection 53,957 53,957
Tracking Solutions 8,538 8,538
83,816 84,280
Goodwiill

Therecoverable amount of cash generating units has been
determined using value—in—use calculations.

The Communications and Metal Detection cash—generating
units are well established businesses, and the approach to the
value—in—use calculations for these unitsis similar. The first year
of the cash flow forecasts is based onmanagement’sinternal
forecasts, and cash flows are forecast for a five—year period. The
key assumption driving the value—in—use valuationis the level of
sales, whichis based on management assessment having regard
tothe demand expected from customers, the global economy
and the businesses’ competitive position. Other assumptions
relate to the level of gross margins achieved on sales andthe
level of expense required to run the business, these assumptions
reflect past experience. A terminal value has been determined at
the conclusion of five years assuming along—term growthrate of
3%. Apre—taxdiscountrateof 11% (FY19: 11%) has been applied
totheforecast cashflows. Management's sensitivity analysis
indicates that thereis not areasonable possibility that changesin
the assumptions used would result in animpairment in the cash—
generating units.

Tracking Solutions which comprises Minetec was acquired
by Codanin 2012 and over the past eight years, Minetec has
developed unique high precision, productivity and safety
solutions for underground hard—rock mines.
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Thestrategy for Minetecis to pursue opportunities that will scale
the business to achieve sales and profitability levels that will make
asignificant contribution to the Codan group. As previously
announced, in 2018, Minetec entered into an exclusive global
licensing, technology development and marketing agreement
with Caterpillar Inc. ("CAT"). We have since integrated Minetec's
high—precision tracking capability into the CAT MineStar® solution
forunderground hard-rock mines and the focusis to now leverage
CAT's global dealer network to expand sales.

During FY20, the Board conducted astrategic review of our
Tracking Solutions business. Under the global partnership
agreement with CAT, Minetecis transitioning to asoftware
systems business, developing, delivering and supporting
technology to CAT and their end—user customers. This transition,
coupled with the fact that Minetec did not meet Codan'’s profit
expectationsin FY20, hasresultedin a decision to write down

the capitalised product development that pre—dates the CAT
relationship, whichwas $7.518 million.



Inperforming the value-in—use calculations for the Minetec
business, thefirst year of the cash flow forecastsis based on
management’sinternal forecasts. Cash flows are forecast for a
five—year period. The key assumption to the valuation scenario
isthelevel of sales achieved by this business. Management have
increased the salesinyears two to five by agenerally accepted
long-termgrowthrate of 3%. Other assumptionsrelate to the
level of gross margins achieved on sales, the level of expense
torun the business and working capital requirements, and
these assumptions are reflective of Codan's past experience
with technology—based businesses. A terminal value has been
determined at the conclusion of five years assuming along-term
growthrate of 3%. Apre—taxdiscountrate of 14% (FY19: 14%)

has been appliedto the forecast cash flows.

The key risk to the value—in—use calculationsis that the mining
industry does not adopt CAT MineStar®. If Minetec's revenue and
cost base fromthe FY21 planwere to remain flat over the forecast
period, the recoverable amount of the Minetec cash—generating
unit would support its carrying amount. Management's sensitivity
analysis indicates that thereis not a reasonable possibility that
changesin the assumptions used would resultinanimpairment in
the cash—generating unit.

Consolidated

2020 2019
$000 $000
18. Trade and other payables
Current
Trade payables 21,548 22,634
Other payables and accruals 25,496 21,319
Net foreign currency hedge payable - 208
47,044 44,161
19.  Provisions
Current
Employee benefits 6,238 6,235
Warranty repairs 1,921 1,798
8,159 8,033
Reconciliation of warranty provision
Carryingamount at beginning of year 1,798 1,452
Provisions made 1,514 1,644
Payments made (1,391) (1,298)
1,921 1,798
Non-current
Employee benefits 1,781 1,192
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CODAN LIMITED AND ITS CONTROLLED ENTITIES

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
for the year ended 30 June 2020 (continued)

CAPITAL MANAGEMENT

Consolidated

2020 2019

$000 $000
20. Share capital
Share capital
Opening balance (179,227,907 ordinary shares fully paid) 43,761 42,721
Issue of share capital through vested performancerights 985 794
Issue of share capital through employee share plan - 246
Closing balance (179,992,883 ordinary shares fully paid) 44,746 43,761

Terms and conditions

Holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled to one vote per share at
shareholders' meetings. In the winding up of the company, ordinary shareholders rank after all creditors and are fully entitled to any
proceeds on liquidation.

21. Reserves

Foreign currency translation 4,552 6,712
Hedgingreserve 353 (146)
Equity based payment reserve 2,802 2,105
Profitreserve 58,981 58,981

66,688 67,652

Foreign currency translation

The foreign currency translation reserve records the foreign currency differences arising from the
translation of foreign operations.

Balance at beginning of year 6,712 3,588
Net translation adjustment (2,160) 3,124
Balanceat end of year 4,552 6,712

Hedging reserve
The hedging reserve comprises the effective portion of the cumulative net change in fair value of cash flow hedging instruments
(net of tax) related to hedged transactions that have not yet occurred.

Balance at beginning of year (146) (430)
Gains/(losses) on cash flow hedges taken to/fromhedging reserve 499 284
Balance at end of year 353 (146)

Equity based payment reserve

The equity based payment reserve comprises Codan Limited's accumulated expensesinrelation to
unvested performancerights.

Balance at beginning of year 2,105 2,187
Performance rights expensed 1,682 712
Performancerights vested (985) (794)
Balance at end of year 2,802 2,105

Profit reserve

The profit reserve comprises a portion of Codan Limited's accumulated profits.

Balance at beginning of year 58,981 58,981

Balance at end of year 58,981 58,981
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22. Capital management

Theboard's policy is to maintain astrong capital base so as to
maintaininvestor, creditor and market confidence andto sustain
future development of the business. The board of directors
monitors the level of dividends paid to ordinary shareholders and

the overallreturnon capital.

GROUP STRUCTURE

23. Group entities

The board seeks to maintain a balance between the higher returns
that might be possible with higher levels of borrowings, and the

advantages and security afforded by a sound capital position.

Thisapproach has not changed from previous years. Neither

the company nor any of its subsidiariesis subject to externally

imposed capital requirements.

Name

Country
of incorporation

Class of share

Interest held

2020 2019

%

%

Parent Entity

Codan Limited Australia Ordinary

Controlled Entities

Codan Defence Electronics Pty Ltd Australia Ordinary 100 100
Codan Executive Share Plan Pty Ltd Australia Ordinary 100 100
Codan Radio Communications ME DMCC UAE Ordinary 100 100
Codan Radio Communications Pty Ltd Australia Ordinary 100 100
Codan (UK) Limited England Ordinary 100 100
CodanUSInc USA Ordinary 100 100
Daniels Electronics Ltd Canada Ordinary 100 100
Minelab Americas Inc USA Ordinary 100 100
Minelab do Brasil Equipamentos Para Mineracao Ltda Brazil Ordinary 100 100
Minelab Electronics Pty Limited Australia Ordinary 100 100
Minelab International Limited Ireland Ordinary 100 100
Minelab MEA General Trading LLC UAE Ordinary 49 49
Minelab Mining Pro (FZE) UAE Ordinary 100 100
Minelab Mining Pro General Trading (FZC) UAE Ordinary 50 50
Minetec Pty Ltd Australia Ordinary 100 100
Minetec RSA (Pty) Ltd South Africa Ordinary 100 100
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
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GROUP STRUCTURE (continued)

24. Deed of cross guarantee

Pursuant to ASIC Corporations (Wholly owned Companies)
Instrument 2016/785, the wholly-owned subsidiary listed
below is relieved from the Corporations Act 2001 requirements
for preparation, audit and lodgement of financial and
directors'reports.

Itisacondition of the Class Order that the company and its
subsidiary enter into a Deed of Cross Guarantee. The effect of the
Deedis that the company guarantees to each creditor payment
infull of any debt inthe event of the winding up of the subsidiary
under certain provisions of the Corporations Act 2001.

If awinding up occurs under the provisions of the Act, the
company willonly be liable in the event that after six months any
creditor has not been paidinfull. The subsidiary has also given
similar guarantees in the event that the company is wound up.

Minelab Electronics Pty Limited is the only subsidiary subject to
the Deed. Minelab Electronics Pty Limited becameaparty tothe
Deedon 22 June 2009, by virtue of a Deed of Assumption.

Asummarised consolidated income statement and a consolidated
balance sheet, comprising the company and controlled entity
whichisaparty tothe Deed, after eliminating all transactions
between the parties to the Deed of Cross Guarantee, is set out as
follows:

Consolidated

2020 2019

$000 $000
Summarised income statement and retained earnings
Profit before tax 87,334 60,422
Income tax expense (28,058) (17,398)
Profit after tax 59,276 43,024
Retained earnings at beginning of year 82,894 66,743
Adoption of AASB 16 (net of tax) (587) -
Revised retained earnings at beginning of year 82,307 66,743
Retained earnings at end of year 114,585 82,894
Balance sheet
Current assets
Cashand cashequivalents 85,819 29,583
Trade and other receivables 43,097 44,021
Inventories 25,785 28,938
Assetsheldforsale = 3,750
Other assets 3,106 3,720
Total current assets 157,807 110,012
Non-—current assets
Investments 32,976 32,976
Right—of-use assets 23,522 -
Property, plantand equipment 12,320 11,919
Product development 43,868 39,982
Intangible assets 55,468 55,804
Total non—current assets 168,154 140,681
Total assets 325,961 250,693
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Current liabilities

Tradeand other payables 40,921 39,914
Other liabilities 8,585 6,705
Current tax payable 11,937 1,568
Leaseliability 3,775 -
Provisions 6,494 6,175
Total current liabilities 71,712 54,362
Non-current liabilities
Lease liability 24,747 -
Deferred tax liabilities 3,922 4,306
Provisions 1,535 1,000
Total non—current liabilities 30,204 5,306
Total liabilities 101,916 59,668
Net assets 224,045 191,025
Equity
Share capital 44,746 43,761
Reserves 64,714 64,370
Retained earnings 114,585 82,894
Total equity 224,045 191,025
25. Parent entity disclosures
As at, and throughout, the financial year ending 30 June 2020, the parent company of the group was Codan Limited.
Company
2020 2019
$000 $000
Result of parent entity
Profit after tax for the period 57,194 45,304
Other comprehensiveincome 2,136 1,154
Total comprehensive income for the period 59,330 46,458
Financial position of parent entity at year end
Current assets 140,836 98,065
Totalassets 289,288 221,128
Current liabilities 51,242 43,066
Total liabilities 85,403 48,575
Total equity of the parent entity comprising:
Share capital 44,746 43,761
Reserves 62,271 61,532
Retained earnings 96,868 67,260
Total equity 203,885 172,553

During the year, Codan Limited entered into contracts to purchase plant and equipment for $945,000 (2019: $1,264,000).
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OTHER NOTES

Consolidated

2020 2019
$ $
26. Auditor's remuneration
Audit services:
KPMG - audit and review of financial reports — Group 221,944 214,763
KPMG - audit and review of financial reports — Controlled entities 9,315 -
Other firms —audit and review of financial reports 66,382 87,285
Assurance services:
KPMG - royalty agreement assurance services 10,945 -
Other services:
KPMG — taxation advice and compliance services 49,383 55,973
KPMG - other services - 40,466
Other firms — taxation advice and compliance services 19,339 16,971
Other firms — other services 33,364 44,003
410,672 459,461

27. Leases and commitments

Effective from 1 July 2019, the group adopted AASB 16
Leases, requiring an amendment toitsaccounting policies.
This note explains the impact to the group's financial
statements from adopting AASB 16 and discloses the new
accounting policies that have been applied.

AASB 16 Leases — Transition approach

The group has adopted AASB 16 using the simplified transition
approach and has not restated comparative amounts. The
group has measured its lease liabilities at the present value

of the remaining lease payments, discounted using the
appropriateincremental borrowing rates as of 1 July 2019.
The associated right—of—use assets were measured on
transition as if the new Standard had been applied since the
commencement date of the lease. The main type of leases

of the groupimpacted by AASB 16 are leases for offices,
warehouses and manufacturing facilities. The adjustments

arising fromthe new leasing rules are recognised in the opening

balance of retained earningson 1 July 2019.

82  CODAN

The group used the following practical expedients when
applying AASB 16 toleases previously classified as operating
leasesunder AASB 117:

» Applied a single discount rate to a portfolio of leases with
reasonably similar characteristics.

» Applied the exemption not to recognise right—of-use
assets and liabilities for leases with less than 12 months of
lease term.

» Excluded initial direct costs from measuring the right-of-
use asset at the date of initial application.
» Used hindsight when determining the lease term if the

contract contains options to extend or terminate the
lease.



Adjustments to the Statement of Financial Position at 1July 2019

$000

Right-of-use assets recognised 28,546
Lease liabilities recognised (33,537)
Deferredtax assets (net) recognised 351
Reversal of deferred lease liabilities 3,783
Retained earnings reduction (857)
Reconciliation of non-cancellable operating lease commitments to lease liabilities at 1 July 2019

Operating lease obligation 30 June 2019 41,184
less:

Short-termand low value leases (307)
Commitments reassessed as having no leasing arrangements (3,709)
add:

Reasonably certain extension clauses 509
Undiscounted lease liabilities at 1 July 2019 37,677
Current lease liabilities 3,668
Non-current lease liabilities 29,869
Discounted lease liabilities at 1 July 2019 * 33,537
*The weighted-average incremental borrowing rate for lease liabilities initially recognised as of 1 July 2019 was 2.27%.

Toassist with the understanding of the impact of the application of AASB 16 in this initial period refer to the following summary:
Right-of-use assets

Balanceat 1 July 2019 28,546
Additions -
Depreciation (3,179)
Balanceat 30 June 2020 25,367
Lease Liabilities

Balanceat 1 July 2019 33,537
Finance charge on lease liabilities 703
Lease payments (3,686)
Balanceat 30 June 2020 30,554
of which are:

Current lease liabilities 3,775
Non-current lease liabilities 26,779
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OTHER NOTES (continued)
27.

The following table has beenincluded to compare the new
accounting treatment under AASB 16 with how the same
transactions would have been shown under the previous AASB
117 for the period from 1 July 2019 to 30 June 2020:

Leases and commitments (continued)

Income Statement of
Statement cash flows
$000 $000
Previous AASB 117 accounting treatment
Expenses (lease payments) (3,686)
Expenses (lease payments short-term leases) (153)
Cashflow s from operating activities (3,839
Total (3,839) (3,839)
New AASB 16 treatment
Expenses (lease payments short-term leases) 153)
Finance charge on lease liabilities (703)
Depreciation right-of-use asset (3,179)
Cash flow s from operating activities (856)
Cash flow s from financing activities (2,983)
Total (4,035) (3,839)
Leases Lease liabilities

Alease arrangement is one that conveys the right to control
the use of anidentified asset for a period of time inexchange
for consideration. The group does not recognise lease
arrangements inrespect of intangible assets. The payments
associated with short—termlease arrangements and leases of
low—-value assets are recognised on a straight-line basisin the
Income Statement. Short—-termleases are leases with alease
termof 12 months or less. The group applies the requirements
of the leasing standard on alease—by—lease basis.

Right-of-use assets

The group recognises aright—of-use asset and a lease liability
at the commencement date of the lease arrangement.
Theright—of-use asset is initially measured at cost, which
comprises the initial amount of the lease liability adjusted for
any lease payments made at or before the commencement
date, plus any initial direct costs incurred and estimates of
costs to dismantle or remediate the underlying asset, less any
lease incentives received. Subsequent toinitial recognition,
the assets are accounted for in accordance with the accounting
policy applicable to that asset. In addition, the right-of-use
asset may be adjusted periodically due to remeasurements of
thelease liability.
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Thelease liability is initially measured at the present value of the
outstanding lease payments at the commencement date of
thearrangement, discounted using the borrowing rate implicit
inthelease or, if that rate cannot be readily determined, the
group'sincremental borrowing rate. Generally, the group uses
itsincremental borrowing rate as the discount rate.

Some property leases contain extension options exercisable
by the group. The group assesses at lease commencement
whetheritisreasonably certain to exercise the extension
options. The group reassesses whether it is reasonably
certainto exercise the options if there is a significant event or
significant change in circumstances withinits control.

Thelease liability is subsequently measured throughincreasing
the carryingamount toreflect interest on the lease liability, less
lease payments made. It is remeasured when thereis achange
infuture lease payments arising fromachangeinanindex or
rate or if the group changes its assessment of whether it will
exercise apurchase, extension or termination option. When
thelease liability is remeasured in this way, a corresponding
adjustment is made to the carrying amount of the right—of-use
asset, oris recorded in the profit and loss if the carrying amount
of the right-of-use asset has been reduced to zero.



Capital Expenditure Commitments

Consolidated

2020 2019
$000 $000

Aggregate amount of contracts for capital expenditure
Within one year 951 1,589
Oneyear or later and no later than five years - -
951 1,589

28.
Financial risk management

Overview

The group has exposure to the following risks fromits use of
financialinstruments:

« credit risk

- liquidity risk

« market risk

- operational risk.

This note presents information about the group's exposure to
each of the aboverisks, its objectives, policies and processes for
measuring and managing risk, and its management of capital.
Further quantitative disclosures are included throughout these
consolidated financial statements.

Theboard of directors has overall responsibility for the
establishment and oversight of the risk management framework.

The Board Audit, Risk and Compliance Committee s responsible
for developing and monitoring risk management policies. The
committee reports regularly to the board onits activities.

Risk management policies are established to identify and

analyse therisks faced by the group, to set appropriate risk limits
and controls, and to monitor risk and adherence to limits. Risk
management policies and systems are reviewed regularly to
reflect changes in market conditions and the group's activities.
The group, throughits training and management standards

and procedures, aims to develop a disciplined and constructive
control environment in which allemployees understand their roles
and obligations.

The Board Audlit, Risk and Compliance Committee oversees

how management monitors compliance with the group’s risk
management policies and procedures, and reviews the adequacy
of therisk framework inrelation to therisks faced by the group.

Additional financial instruments disclosure

(a) Credit risk

Credit risk is the risk of financial loss to the group if a customer or
counterparty to afinancialinstrument fails to meet its contractual
obligations, and arises principally from the group's receivables
from customers and bank accounts.

The credit risk on the financial assets of the consolidated entity
isthe carrying amount of the asset, net of any impairment
losses recognised.

The group minimises concentration of credit risk by undertaking
transactions with alarge number of customersinvarious
countries. Asat 30 June 2020, the customer with the group's
highest trade and other receivable balance accounted for $6.5
million (2019: $4.2 million).

Trade and other receivables

Thegroup's exposure to credit risk is influenced mainly by the
individual characteristics of each customer. The demographics
of the group's customer base, including the default risk of the
industry and country in which customers operate, have less of an
influence oncredit risk.

The group has established a credit policy under which new
customersare analysed for credit worthiness before the group's
payment and delivery terms and conditions are offered.

Goods are sold subject to retention of title clauses, so thatinthe
event of non—payment the group may have asecured claim. The
group does not normally require collateral inrespect of trade and
other receivables.

The group has established an allowance for expected credit losses
that representsits estimate of losses in respect of trade and other
receivables. The main components of this allowance are a specific
loss component that relates to individually significant exposures
and acollectiveloss component established for groups of similar
assets. This allowance has takeninto account theincreased credit
risk currently being caused by COVID-19.

Guarantees

Group policy is to provide financial guarantees only to wholly
owned subsidiaries.
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OTHER NOTES (continued)

28. Additional financial instruments disclosure (continued)

(a) Credit risk (continued)

The carrying amount of the group's financial assets represents the maximum credit exposure. The group's maximum exposure to credit

risk at the reporting date was:

Consolidated

2020 2019
Note $000 $000
Cashand cashequivalents 8 92,830 37,521
Trade and other receivables 11 25,307 19,007
The group's maximum exposure to credit risk for trade receivables at the reporting date by geographic region was:
Australia/Oceania 6,443 4,083
Europe 1,301 5,103
Americas 11,644 2,874
Asia 2,283 5,368
Africa/Middle East 5,258 2,749
26,929 20,177
Impairment losses
Theaging of the group's trade receivables at the reporting date was:
Consolidated
Gross Impairment Gross Impairment
2020 2020 2019 2019
$000 $000 $000 $000
Not past due 17,253 (1,262) 16,112 (795)
Past due 0-30 days 7,960 (151) 2,840 -
Past due 31-60 days 791 (102) 66 -
Past due 61-120 days 104 (2) 504 -
Morethan 120 days 821 (717) 655 (548)
26,929 (2,234) 20,177 (1,343)
Trade receivables have beenreviewed, taking into consideration letters of credit held and the credit assessment of the individual
customers. Theimpairment recognised is considered appropriate for the credit risk remaining.
The movement in the allowance forimpairment in respect of trade receivables during the year was as follows:
Consolidated
2020 2019
$000 $000
Balanceat 1 July 1,343 459
Impairment loss/(reversal) recognised 1,236 905
Trade receivables written off to the allowance for impairment (345) (1)
Balance at 30 June 2,234 1,343
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(b) Liquidity risk

Liquidity riskis the risk that the group will not be able to meet its financial obligations as they fall due. The group's approach to managing
liquidity is to ensure that it will always have sufficient liquidity to meet its liabilities when due, under both normal and stressed conditions
and without incurring unacceptable losses or risking damage to the group's reputation. Refer to note 9 for asummary of banking

facilities available.

The following are the contractual maturities of financial liabilities:

Carrying Contractual 12 months 1-5 More than
amount  cash flows or less years 5 years
$000 $000 $000 $000 $000
30 June 2020
Non-derivative financial liabilities
Trade and other payables 47,044 (47,044) (47,044) - -
Lease liabilities 30,554 (34,338) (3,775) (12,624) (17,939)
77,598 (81,382) (50,819) (12,624) (17,939)
Derivative financial liabilities
Net foreign currency hedge payables - = = = =
30 June 2019
Non-derivative financial liabilities
Tradeand other payables 43,953 (43,953) (43,953) - -
Lease liabilities - - - - -
43,953 (43,953) (43,953) - -
Derivative financial liabilities
Net foreign currency hedge payables 208 (208) (208) - -
208 (208) (208) - -

(c) Market risk

Market riskis the risk that changes in market prices, such as foreign exchange rates, interest rates and equity prices, will affect the group's

income or the value of its holdings of financialinstruments. The objective of market risk management is to manage and control market

risk exposures within acceptable parameters, while optimising the return.

The group entersinto derivatives, and also incurs financial liabilities, in order to manage market risks. All such transactions are carried

out withinthe policy set by the board. Generally, the group seeks to apply hedge accounting in order to manage volatility in the

income statement.

The net fair values of monetary financial assets and financial liabilities not readily traded in an organised financial market are determined

by valuing themat the present value of the contractual future cash flows on amounts due from customers (reduced for expected credit
losses), or due to suppliers. The carrying amount of financial assets and financial liabilities approximates their net fair values.

ANNUAL REPORT 2020

87



CODAN LIMITED AND ITS CONTROLLED ENTITIES

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
for the year ended 30 June 2020 (continued)

OTHER NOTES (continued)

28. Additional financial instruments disclosure (continued)

(c) Market risk (continued)

Interest Rate Risk

Profile

Atthereporting date, theinterest rate profile of the group's interest—bearing financial instruments was:

Consolidated
2020 2019
$000 $000

Fixed rate instruments

Financial assets 40,000 15,017

Financial liabilities - _

40,000 15,017

Variable rate instruments

Financial assets 52,830 22,504

Financial liabilities - _

52,830 22,504

Cash flow sensitivity

If interest rates varied by 100 basis points for the full financial year, then based on the balance of variable rate instruments held at the
reporting date, profit and equity would have been affected as shown below. This analysis assumes that all other variables, in particular
foreign currency rates, remain constant. The analysis is performed on the same basis for 2019.

Profit/(loss) before tax Reserve

100 bp 100 bp 100 bp 100 bp

increase decrease increase decrease

$000 $000 $000 $000
30 June 2020

Variablerateinstruments 528 (528) - -
30 June 2019

Variablerateinstruments 225 (225) - -
Currency risk

The groupis exposed to currency risk on sales, purchases and balance sheet accounts that are denominated in acurrency other thanthe
respective functional currencies of group entities, primarily the Australian dollar (AUD). The currenciesin which these transactions are
denominated are primarily USD and EUR.

The group entersinto foreign currency hedging instruments or borrowings denominated in a foreign currency to hedge certain
anticipated highly probable sales denominated in foreign currency (principally in USD). The terms of these commitments are usually less
than 12 months. As at the reporting date, the group has entered into a mix of forward exchange contracts and collar hedge instruments
which will limit the foreign exchange riskon USD $18,000,000 of FY21 cash flows. Onaverage, the collars give protection above 69
centsand enable participation down to 64 cents, and the average forward exchange contract rateis 67 cents.
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Thegroup's exposure to foreign currency risk (in AUD equivalent), after taking into account hedge transactions at reporting date, was

asfollows:

Consolidated

EUR usD
$000 $000

30 June 2020
Cashand cashequivalents 580 5,698
Tradereceivables 576 16,795
Trade payables (164) (17,260)
Gross balance sheet exposure 992 5,233
Hedge transactions relating to balance sheet exposure - (2,914)
Net exposure at the reporting date 992 2,319

30 June 2019
Cashand cash equivalents 441 4,348
Tradereceivables 542 9,431
Trade payables (30) (11,953)
Gross balance sheet exposure 953 1,826
Hedge transactions relating to balance sheet exposure - (4,278)
Net exposure at the reporting date 953 (2,452)

Sensitivity analysis

Given the foreign currency balancesincluded in the balance sheet as at reporting date, if the Australian dollar at that date strengthened

by 10%, thentheimpact on profit and equity arising from the balance sheet exposure would be as follows:

Consolidated

Reserve Profit/(loss)
credit/(debit) before tax
$000 $000

2020
EUR - (90)
UsD (46) (211)
(46) (301)

2019
EUR - 87)
usD 19 223
19 136

A 10% weakening of the Australian dollar against the above currencies at 30 June would have had the equal but opposite effect onthe

above currencies to the amounts shown above, on the basis that all other variables remain constant.
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28,

(d) Fair value hierarchy

The group's financial instruments carried at fair value have
been valued by using a"level 2" valuation method. Level 2
valuations are obtained frominputs, other than quoted prices,
that are observable for the asset or liability either directly or

Additional financial instruments disclosure (continued)

indirectly. At the end of the current year, financialinstruments
valued at fair value were limited to net foreign currency hedge
receivable of $505,000, for which anindependent valuation
was obtained from the relevant banking institution.

Consolidated

2020 2019
$000 $000
29. Employee benefits
Aggregate liability for employee benefits, including on-costs:
Current - short-termincentives and other accruals 8,917 6,790
Current -employee entitlements 6,238 6,235
Non-current - employee entitlements 1,781 1,192
16,936 14,217

The present values of employee entitlements not expected to be settled within 12 months of the reporting date have been calculated

using the following weighted averages:

Assumed rate of increasein wage and salary rates 3.00% 3.00%
Discountrate 2.51% 2.81%
Settlement term 10 years 10years

Employee Share Plan

On 19 December 2012, the directors approved the
establishment of an Employee Share Plan (ESP). The ESPis
designed to recognise the contribution made by employees
tothe group, and provides eligible employees with an
opportunity toshareinthe future growth and profitability
of the company by offering them the opportunity to acquire
sharesinthe company.

No employee shares wereissued during the financial year
ended 30 June 2020.

Performance Rights Plan

At the 2004 AGM, shareholders approved the establishment
of aPerformance Rights Plan (Plan). The Planis designed to
provide employees with anincentive to maximise the return to
shareholders over thelong term, and to assist in the attraction
andretention of key employees.
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Performance rights issued in financial year 2018

The companyissued 124,524 performancerightsin
November 2017 to the chief executive officer. The fair value
of therights was onaverage $1.80 based on the Black-Scholes
formula. The modelinputs were: the share price of $2.26, no
exercise price, expected volatility 39%, dividend yield 5.8%, a
term of three years and arisk-free rate of 2.6%.

The company issued 416,536 performancerightsin
December 2017 to certainemployees. The fair value of the
rights was on average $1.67 based on the Black-Scholes
formula. The modelinputs were: the share price of $2.09, no
exercise price, expected volatility 37%, dividend yield 6.2%,
atermof three years and arisk-free rate of 2.6%. Dueto the
departure of employees, 51,511 performancerights have
been cancelled. The total expense recognised asemployee
costsin 2020 inrelation to the performance rightsissued was
$141,917 (2019: $347,630).



The performancerights become exercisable if certain
performance thresholds are achieved. The performance
thresholdis based on growth of the group’s earnings per share
over athree-year period using a non-statutory target earnings
per share as set by the board, whichwas 14.9 cents. For
employees to receive the total number of performancerights,
the group's earnings per share must increase by at least 15%
per annum over the three-year period.

The group’s earnings per share over the three-year period to
30 June have exceeded the performancetarget. Therefore, it
isexpectedthat 489,549 shares will beissued to the relevant
employees by the end of August 2020.

Performance rights issued in financial year 2019

The companyissued 409,731 performancerightsin
November 2018 to certainemployees. Thefair value of the
rights wasonaverage $2.54 based on the Black-Scholes
formula. The modelinputs were: the share price of $3.14, no
exercise price, expected volatility 30%, dividend yield 4.0%,
atermof three yearsand arisk-free rate of 2.7%. Dueto the
departure of employees, 19,676 performancerights have
been cancelled. The total expense recognised as employee
costsin 2020 inrelation to the performance rights issued was
$553,031 (2019: $418,163).

The performancerights become exercisableif certain
performance thresholds are achieved. The performance
thresholdis based on growth of the group’s earnings per share
over athree-year period using a non-statutory target earnings
per share as set by the board, whichwas 15.6 cents. For
employees to receive the total number of performancerights,
the group’s earnings per share must increase by at least 15%
per annum over the three-year period.

If achieved, performancerights are exercisable into the same
number of ordinary sharesinthe company.

Performance rights issued in financial year 2020

The companyissued 349,991 performancerightsin
November 2019 to certainemployees. The fair value of the
rights was onaverage $5.22 based on the Black-Scholes
formula. The modelinputs were: the share price of $6.31, no
exercise price, expected volatility 31%, dividendyield 2.2%,
atermof three yearsand arisk-freerate of 1.2%. Duetothe
departure of employees, 6,729 performancerights have
been cancelled. The total expense recognised asemployee
costsin 2020 inrelation to the performance rights issued was
$987,197.

The performance rights become exercisable if certain
performance thresholds are achieved. The performance
thresholdis based on growth of the group’s earnings per share
over athree-year period using anon-statutory target earnings
per share as set by the board, whichwas 16.2 cents. For
employees toreceive the total number of performance rights,
the group's earnings per share must increase by at least 15%
per annum over the three-year period.

If achieved, performancerights are exercisable into the same
number of ordinary shares in the company.

No performancerights have beenissued since the end of the
financial year.
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30. Key management personnel disclosures

Transactions with key management personnel

(a) Loans to directors

There have been noloans to directors during the financial year.

(b) Key management personnel compensation

The key management personnel compensationincludedin "personnel expenses” (refer note 3) is as follows:

Consolidated

2020 2019

$000 $000

Short-term employee benefits 5,041,701 4,541,357
Post-employment benefits 127,443 109,633
Share-based payments 920,355 712,852
Other long term benefits 57,122 135,289
6,146,621 5,499,131

(c) Key management personnel transactions

Fromtimetotime, directors and specified executives, or their related parties, purchase goods from the group. These purchases
occur within anormal employee relationship and are considered to be trivial in nature.

31.  Otherrelated parties

Alltransactions with non-key management personnelrelated parties are on normal terms and conditions.
Companies within the group purchase materials from other group companies. These transactions are on normal commercial
terms. Loans between entities in the wholly owned group are repayable at call and no interest is charged.

32. Nettangible asset per share

2020 2019

Net tangible asset per share 53.9 cents 34.1 cents
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Codan Limited andits controlled entities
1. Intheopinionof the directors of Codan Limited (“the company”):

a) theconsolidated financial statements and notes that are set out on pages 53 to 92 and the remuneration report on
pages 38 to 45 inthe directors' report, arein accordance with the Corporations Act 2001, including:

(i) givingatrueandfair view of the group's financial position as at 30 June 2020 and of its performance for the financial
year ended onthat date; and

(i) complyingwith Australian Accounting Standards and the Corporations Regulations 2001; and

b) therearereasonable grounds to believe that the company will be able to pay its debts as and when they become due
and payable.

2. Therearereasonable grounds to believe that the company and the group entities identified in note 23 willbe able to meet
any obligations or liabilities to which they are or may become subject to by virtue of the Deed of Cross Guarantee between the
company and those group entities pursuant to ASIC Corporations (Wholly owned Companies) Instrument 2016/785.

3. Thedirectors have been given the declarations required by Section 295A of the Corporations Act 2001 from the Chief
Executive Officer and Chief Financial Officer for the financial year ended 30 June 2020.

4. Thedirectorsdraw attention tonote 1 to the consolidated financial statements, which includes a statement of compliance
with International Financial Reporting Standards.

Signedin accordance with aresolution of the directors:

Dated at Mawson Lakes this 19% day of August 2020.

M

Dt A

D J Simmons D S McGurk
Director Director

ANNUAL REPORT 2020 93



ndependent Auditors Report

To the shareholders of Codan Limited

Report on the audit of the Financial Report

We have audited the Financial Report of The Financial Report comprises:

Codan Limited (the Company). e Consolidated balance sheet as at 30 June 2020;

In our opinion, the accompanying Financial
Report of the Company is in accordance with
the Corporations Act 2001, including:

e Consolidated income statement, consolidated
statement of comprehensive income, consolidated
statement of changes in equity and consolidated

e giving a true and fair view of the Group's statement of cash flows for the year ended 30 June
financial position as at 30 June 2020 and 2020;
of its financial performance for the year

ended on that date: and e Notes including a summary of significant accounting

policies; and
e complying with Australian Accounting
Standards and the Corporations
Regulations 2001. The Group consists of the Company and the entities it
controlled at the year end or from time to time during the
financial year.

e Directors' Declaration.

Basis for opinion

We conducted our audit in accordance with Australian Auditing Standards. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

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 Corporations Act 2007 and the ethical
requirements of the Accounting Professional and 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 fulfilled our other ethical responsibilities in accordance with the
Code.

KPMG, an Australian partnership and a member

firm of the KPMG network of independent member Liability Iimiteq by a scheme approved
firms affiliated with KPMG International Cooperative ~ under Professional Standards
(“KPMG International’), a Swiss entity. Legislation.

94

CODAN




CODAN LIMITED AND ITS CONTROLLED ENTITIES

Key Audit Matters

The Key Audit Matter we identified was the valuation of the Group's Goodwvill.

Key Audit Matters are those matters that, in our professional judgement, were of most significance in our
audit of the Financial Report of the current period.

This matter was 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 this matter.

Valuation of goodwill ($83.816 million)

Refer note 17 to the financial report

The key audit matter How the matter was addressed in our audit
A key audit matter for us was the Group's annual | Our procedures included:

testing of goodwill for impairment, given the size | o \We considered the appropriateness of the value in

of the balance (being 24% of total assets). use method applied by the Group to perform the
We focussed on the significant forward-looking annual test of goodwill for impairment against the
assumptions the Group applied in their value in requirements of the accounting standards

use models, including forecast cash flows, o \We assessed the integrity of the VIU model,
growth rates during the forecast period, terminal including the accuracy of the underlying
growth rates and discount rates. calculations.

Our testing focussed on the carrying value of | o \We compared the forecast cash flows contained in
Tracking Solutions goodwill ($8.538 million). the VIU model to Board approved forecasts.

Tracking  Solutions, which comprises the
Minetec business, is in the early stage of
commercialisation of its products, with a
significant global licencing, technology
development and a marketing agreement with
Caterpillar. The Group's ability to secure further
market acceptance and full-scale operational
deployment of its productivity and safety
solutions depends on successful integration of
Minetec and Caterpillar technology, forecast e We considered the sensitivity of the VIU models by

e We checked the consistency of the forecast cash
flows to the Group's stated plans and strategy;
using our knowledge of the Minetec business
model, key customers and its early stage of
commercialisation of its products.

e We assessed the accuracy of previous Group

forecasts to inform our evaluation of forecasts
included in the VIU models.

growth of the mining sector, leverage of the varying key assumptions such as sales forecasts,
Caterpillar global dealer network and widespread gross margin, operating costs and discount rates,
uptake of the products. Minetec did not meet within a reasonably possible range, to identify those
Codan’s profit expectations in the current assumptions at higher risk of bias and to focus our
financial year. further procedures.

The VIU models are internally developed and | ¢ Working with our valuation specialists we
uses a range of internal and external data as independently developed a discount rate range
inputs. Forward looking assumptions may be considered comparable using publicly available
prone to greater risk of potential bias or error market data for comparable entities.

These conditions increase the possibility of e We assessed the disclosures in the financial report
goodwill being impaired, raising our audit focus. using our understanding obtained from our testing
We involved valuation specialists to supplement a:d dag(ajinst the requirements of the accounting

standards.

our senior audit team members in assessing this
key audit matter.
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Other Information

Other Information is financial and non-financial information in Codan Limited’s annual reporting which is
provided in addition to the Financial Report and the Auditor’'s Report. The Directors are responsible for the
Other Information.

Our opinion on the Financial Report does not cover the Other Information and, accordingly, we do not and
will not express an audit opinion or any form of assurance conclusion thereon, with the exception of the
Remuneration Report and our related assurance opinion.

In connection with our audit of the Financial Report, our responsibility is to read the Other Information. In
doing so, we 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.

We are required to report if we conclude that there is a material misstatement of this Other Information,
and based on the work we have performed on the Other Information that we obtained prior to the date of
this Auditor’'s Report we have nothing to report.

Responsibilities of the Directors for the Financial Report

The Directors are responsible for:

e preparing the Financial Report that gives a true and fair view in accordance with Australian Accounting
Standards and the Corporations Act 2001,

e implementing necessary internal control to enable the preparation of a Financial Report that gives a
true and fair view and is free from material misstatement, whether due to fraud or error; and

e assessing the Group and Company's ability to continue as a going concern and whether the use of the
going concern basis of accounting is appropriate. This includes disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting unless they either intend to
liquidate the Group and Company or to cease operations, or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the Financial Report

Our objective is:

e to obtain reasonable assurance about whether the Financial Report as a whole is free from material
misstatement, whether due to fraud or error; and

e toissue 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 Australian Auditing Standards will always detect a material misstatement when it exists.

Misstatements can arise from fraud or error. They 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 the Financial Report.

A further description of our responsibilities for the audit of the Financial Report is located at the Auditing and
Assurance Standards Board website at: https://www.auasb.gov.au/admin/file/content102/c3/ar1_2020.pdf.
This description forms part of our Auditor’'s Report.
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Report on the Remuneration Report

Opinion

In our opinion, the Remuneration Report
of Codan Limited for the year ended 30
June 2020, complies with Section 300A
of the Corporations Act 2001.

K/’M(}

KPMG

Directors’ 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 responsibilities

We have audited the Remuneration Report included in

pages 38 to 45 of the Directors’ report for the year ended
30 June 2020.

Our responsibility is to express an opinion on the
Remuneration Report, based on our audit conducted in
accordance with Australian Auditing Standards.

Paul Cenko
Partner

Adelaide

19 August 2020
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CODAN LIMITED AND ITS CONTROLLED ENTITIES

ASX ADDITIONAL INFORMATION

Additionalinformation required by the Australian Stock Exchange Limited Listing Rules not disclosed elsewhere in thisreportis set

out below.

Shareholdings as at 13 August 2020

Substantial shareholders

The numbers of shares held by substantial shareholders and their associates are set out below:

Shareholder

Number of
ordinary shares

IBWalland PM Wall

34,808,151

Interests associated with Starform Pty Ltd, Dareel Pty Ltd and Pinara Group Pty Ltd

27,027,925

Distribution of equity security holders

Number of shares held Number of equity security
holders Ordinary shares

Issued Capital %

1-1,000 2,527 0.6%
1,001-5,000 2,024 2.9%
5,001-10,000 589 2.5%
10,001 -100,000 577 8.2%
100,001 and Over 69 85.7%
Total 5,786 100%

The number of shareholders holding less than amarketable parcel of ordinary sharesis 252.

Securities exchange

The company is listed on the Australian Securities Exchange. The home exchangeis Sydney.

Other information

Codan Limited, incorporated and domiciled in Australia, is a publicly listed company limited by shares.
On-market buy-back

Thereis no current on-market buy-back.
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Twenty largest shareholders

Name Number of ordinary Issued Capital %
shares held

IBWalland P M Wall 34,808,151 19.3%
HSBC Custody Nominees (Australia) Limited 23,431,166 13.0%
JPMorgan Nominees Australia Limited 18,620,665 10.3%
Dareel Pty Ltd 17,899,872 9.9%
Citicorp Nominees Pty Limited 9,191,386 5.1%
National Nominees Limited 7,763,335 4.3%
Kynola Pty Ltd 6,627,548 3.7%
Starform Pty Ltd 6,404,224 3.6%
ABettison 3,562,124 2.0%
BNP Paribas Nominees Pty Ltd 3,476,987 1.9%
MKandMCHeard 2,737,399 1.5%
Warren Glen Pty Ltd 1,843,567 1.0%
Mitranikitan Pty Ltd 1,778,194 1.0%
JAUhrig 1,235,853 0.7%
G Bettison 1,228,342 0.7%
Rosevine Pty Ltd 1,107,254 0.6%
CedaraPtyLtd 1,107,254 0.6%
L F Choate 850,482 0.5%
Griffinna Pty Ltd 850,000 0.5%
UBS Nominees Pty Ltd 841,912 0.5%
Total 145,365,715 80.7%
Offices and officers

Company Secretary

Mr Michael Barton BA (ACC), CA

Principal registered office

Technology Park
2 Second Avenue
Mawson Lakes, South Australia 5095

Telephone: (08) 83050311
Facsimile: (08) 83050411

Internet address: www.codan.com.au

Location of share registry

Computershare Investor Services Pty Limited

GPOBox 1903
Adelaide, South Australia 5001
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Directors
David Simmons (Chairman)

CORPORATE DIRECTORY

Donald McGurk (Managing Director and Chief Executive Officer)

Peter Leahy AC
Graeme Barclay
Kathy Gramp

Company Secretary
Michael Barton

Principal registered office

Technology Park

2 Second Avenue
Mawson Lakes
South Australia 5095

Auditor

KPMG

151 Pirie Street
Adelaide

South Australia 5000

Location of share registry

Computershare Investor Services Pty Limited

GPOBox 1903
Adelaide

South Australia 5001
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