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Top Shelf International Holdings Ltd
Directors' report
30 June 2020

The directors present their report, together with the financial statements, on the consolidated entity (referred to hereafter as
the 'Group’) consisting of Top Shelf International Holdings Ltd (referred to hereafter as the ‘Company' or 'parent entity') and
the entities it controlled at the end of, or during, the year ended 30 June 2020.

Directors
The following persons were directors of the Company during the whole of the financial year and up to the date of this
report, unless otherwise stated:

Adem Karafili - Chair

Drew Fairchild — Managing Director

Peter Cudlipp

Bruce Peterson (resigned effective 23 July 2020)

Ken Poutakidis (appointed effective 21 May 2020)

Jason Redfern (resigned effective 20 June 2020)
Christopher Malcolm (resigned effective 18 September 2019)
Paul Baggio (resigned effective 22 August 2019)

Robert Kennedy (resigned effective 22 August 2019)

Principal activities
During the financial year the principal continuing activities of the Group as producer and marketer of NED high-quality
Australian whisky-based spirituous beverages.

Commencement of co-packing for third parties, whilst concurrently undertaking production of whisky wash and distillation
of new make spirit, provided affirmation of the Group’s business model.

The Group continued to sell all its available production whilst at the same time laying down increasing volumes of new make
whisky for maturation over the planned two-year cycle.

Development of the Group's maturation facility at Somerton advanced and was commissioned in quarter 3 in the calendar
year. The newly commissioned facility hosted the grand opening of the Campbellfield and Somerton facilities, enabling
shareholders and key stakeholders to inspect the operational outcome of the previous two years planning, building and
commissioning activities.

During the year significant R&D activities continued and work commenced on the development of the Group’s planned
Australian vodka product range.

In December 2019 plans for the acquisition of the 440-hectare agave farm south of Bowen came to fruition with possession
being taken in early January 2020. By the end of the financial year approximately 50,000 young agave plants were in the
ground with plans well advanced to meet the target of 200,000 by the end of the 2020 calendar year.

Dividends
There were no dividends paid, recommended or declared during the current or previous financial year.

Review of operations
The loss for the Group after providing for income tax amounted to $4,831,000 (30 June 2019: $2,815,000).
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Highlights for the financial year to 30 June 2020 include:

e Revenue growth 255% 2019 to 2020;

e Distillation of the Group’s first Australian ‘estate’ agave spirit;

e Installation of increased production capacity;

e Refinement of production systems and operations, including changes to the operating regime following the outbreak
of the COVID-19 pandemic;

e  Drop-off of third-party co-packing as manufacturers and their customers responded to supply chain disruption
following outbreak of the COVID-19 pandemic;

e Rapid introduction by the Group’s NED Sanitiser product broadened customer engagement and increased consumer

awareness;

Re-establishment of third-party co-packing following stabilisation in supply chains;

Satisfactorily completing manufacturing audits for large third-party co-packing customers;

Reached name plate capacity on a consistent basis for new make whisky spirit production;

Installation and commissioning of a second distillation train in anticipation of vodka production in quarter 3 of the 2020

calendar year;

Establishment and commissioning of equipment at the manufacturing and production facility at Campbellifield, Victoria,

including brewery, distillery, maturation facilities, packaging lines and supporting infrastructure;

Commissioning of the canning line;

Canning for third party customers;

Further refinement of whisky mash bill, distillation process and maturation methodologies for NED whisky;

Development and execution of research and development initiatives; and

Commencement of planning and development for an Australian Agave spirit with the acquisition and partial harvesting

of Australia's only substantive Agave crop at Ayr, Queensland.

In summary, another year of expanding NED ready to drink sales, continuing installation of a state-of-art vertically integrated
manufacturing capability to produce branded alcoholic beverages at scale and research and development. During the year
significant milestones were reached in the execution of the Group’s capital and value creation strategies.

A reconciliation of non-International Financial Reporting Standards ('IFRS') measures compared with the reported results in
the financial statements on page 9 is set out below. The following non-IFRS measures have not been audited but have been
extracted from the audited financial statements.

The following table summarises key reconciling items between statutory loss after tax attributable to the Group and EBITDA.

Consolidated
30 Jun 2020 30 Jun 2019

$'000 $'000
Loss for the year (4,831) (2,815)
Income tax benefit (1,855) (141)
Interest expense 1,788 861
Interest income - (3)
Earnings before interest and tax ('EBIT") (4,898) (2,098)
Depreciation and amortisation 815 283
Earnings before interest, tax, depreciation and amortisation (EBITDA")* (4.083) (1.815)

* EBITDA is a financial measure which is not prescribed by Australian Accounting Standards (‘AAS’). The directors consider
the additional information of EBITDA is relevant and useful in measuring the financial performance of the Group.
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Sales and Marketing

e Release in October 2019 of the Group’s marquee 700ml whisky offering;

e  Building out of marketing initiatives — including sponsorship of the NED Ford Mustang GT V8 Supercar of Kelly Bros
Racing; and

e Development of a national distribution channel, including implementation of rebranding for RTD products ready for
release in the third quarter of calendar year 2020.

The NED brand strategy continues to be a focal point of the Group with plans well advanced for the release of the Group’s
marquee brand 700ml bottle of whisky.

Significant changes in the state of affairs
In October 2019, the Company changed from a proprietary company, limited by shares to a public company and changed
its name from Top Shelf International Holdings Pty Ltd to Top Shelf International Holdings Ltd.

There were no other significant changes in the state of affairs of the Group during the financial year.

Matters subsequent to the end of the financial year
The Group is in the process of preparing for an initial public offering (Offer) of fully paid ordinary shares in Top Shelf, with
plans to have the Offer completed before the end of the 2020 calendar year.

No other matter or circumstance has arisen since 30 June 2020 that has significantly affected, or may significantly affect the
Group's operations, the results of those operations, or the Group's state of affairs in future financial years.

Likely developments and expected results of operations
Information on likely developments in the operations of the Group and the expected results of operations have not been
included in this report because the directors believe it would be likely to result in unreasonable prejudice to the Group.

Environmental regulation
The Group is subject to a significant environmental regulation under State law, primarily a waste treatment agreement with
the Yarra Valley Water pursuant to which the Group can only dispose of waste water with a pH value of between 6-10 and

temperature less than 40 degrees Celsius. The Group are in compliance with the regulations.

Information on directors
Name:
Title:

Experience and expertise:

Special responsibilities:

Name:
Title:

Experience and expertise:

Special responsibilities:

Name:
Title:

Experience and expertise:

Special responsibilities:

Adem Karafili

Chairman

Adem spent seven years establishing Swisse Wellness, where he held the senior
positions of CFO, COO and MD, before its sale to Biostime International for nearly
$1.8 billion. Adem currently Chairs his investment vehicle ANGL Korp and Chairs the
2030 Greater Victoria Commonwealth Games Taskforce.

Chair of the Board

Drew Fairchild

Founder and Managing Director

Experienced Executive and Chief Financial Officer ('CFQ') with 20 years’ experience.
Has previously co-founded an Energy Fund and was prior the CFO for Cleanaway at
Transpacific and CFO at Fulton Hogan Australia. Drew was one of the Directors of Shell
Australia Limited’'s downstream business. Drew is also a Non-Executive Director of
Damstra Technology Limited.

None

Peter Cudlipp

Non-Executive Director

Peter has over 40 years of experience advising a wide range of large multinational and
national companies around customer driven growth. Peter commenced his career in
advertising and held executive roles in Australia’s leading advertising agencies. In 2004
Peter joined the boutique management consulting firm Growth Solutions Group and in
his role as Partner / Director, helped build the firm to be one of Australia’s leading
consultancies for customer and brand led growth specialising in the alcoholic
beverages, retail, financial services and higher education sectors.

Peter was appointed as a Non-Executive Director to Top Shelf in May 2018.

None
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Name:
Title:

Experience and expertise:

Special responsibilities:

Name:
Title:

Experience and expertise:

Special responsibilities:

Name:
Title:

Experience and expertise:

Special responsibilities:

Name:
Title:

Experience and expertise:

Special responsibilities:

Name:
Title:

Experience and expertise:

Special responsibilities:

Name:
Title:

Experience and expertise:

Special responsibilities:

Company secretary
Name:
Title:

Experience and expertise:

Bruce Peterson

Non-Executive Director

Bruce is the founder of Grande Exhibitions, the creator and marketer of traveling
exhibitions of broad mass appeal. Grande has exhibited in approx. 80 cities globally
across six continents, with 6.5 million visitors/ Grande Exhibitions also owns and
operates “il Genio di Leonardo da Vinci Museo” in Rome.

None

Ken Poutakidis

Non-Executive Director (appointed effective 21 May 2020)

Ken is a corporate adviser and corporate finance executive with 20 years of finance
experience. He is the Managing Director and Founder of Avenue Advisory, a boutique
advisory firm providing corporate finance and capital markets advice to emerging
companies. Previously, Ken worked as a management consultant and a corporate
finance executive with leading equity firms across Australia and Asia. Ken’s particular
expertise includes capital raisings, mergers & acquisitions, corporate advisory, asset
divestment and strategy development. He is currently a Non-Executive Director in
Contango Asset Management and has previously served as Chairman of the Board
and Non-Executive Director in Mach7 Technologies, Total Face Group, Alchemia and
Contango Microcap. He sits on the Advisory Board of a leading civil contractor and is
the founder and Chair of the Theofilos Foundation, a charity formed to support students
improve their education outcomes.

None

Jason Redfern

Former Founder, Executive Director and Head of Sales (resigned effective 20 June
2020)

Two decades as head one of Australia’s most successful premium Licensed
Swimwear companies, producing and wholesaling ranges for K-Mart, Target, Myer,
David Jones, Coles and Woolworths. Extensive licensing experience, with brands such
as Disney, Warner Bros, Mattel, DreamWorks. Recently introducing new products to
the Australian and International Liquor industry.

None

Christopher Malcolm

Former Non-Executive Director (resigned effective 18 September 2019)

Former CEO of Australian Whisky Holdings and Former Chairman / Founder and
Managing Director of Clark Rubber Franchising Pty Ltd. Australian Whisky doyen.
None

Paul Baggio

Former Non-Executive Director (resigned effective 22 August 2019)

Managing Director of Australian Wine Makers, CEO Della Toffla Pacific, provider of
unique technologies to the wine making industry.

None

Robert Kennedy

Former Non-Executive Director (resigned effective 22 August 2019)

The founder of MMR, Rob has a career spanning 20 years in the print, advertising
and marketing industry. Rob’s focus on client engagement and marketing strategy has
seen MMR grow to work with iconic Australian institutions across various campaigns
and Projects.

None

Kim Graves

Company Secretary

Legal Counsel and Chartered Secretary. More than 20 years’ experience innational
and international project acquisition, finance, regulatory approvals, development, and
operations. Member of wholly owned and joint venture management teams for listed
and non-listed companies including Shell Australia.
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Meetings of directors
The number of meetings of the Company's Board of Directors (‘the Board') held during the year ended 30 June 2020, and
the number of meetings attended by each director were:

Full Board
Attended Held
Adem Karafili 11 11
Drew Fairchild 11 11
Peter Cudlipp 9 11
Bruce Peterson 10 11
Ken Poutakidis 1 1
Jason Redfern 11 11
Christopher Malcolm 2 2
Paul Baggio 2 2
Robert Kennedy 2 2

Held: represents the number of meetings held during the time the director held office.

Share options

The Group has engaged a consultant with the objective of providing advice on a plan to provide long term success for the
Group through aligning key personnel with the interests of shareholders. No participation letters have been sent to eligible
employees as at the date of signing this report.

Indemnity and insurance of officers
The Company has indemnified the directors and executives of the Company for costs incurred, in their capacity as a director
or executive, for which they may be held personally liable, except where there is a lack of good faith.

During the financial year, the Company paid a premium in respect of a contract to insure the directors and executives of the
Company against a liability to the extent permitted by the Corporations Act 2001. The contract of insurance prohibits
disclosure of the nature of the liability and the amount of the premium.

Indemnity and insurance of auditor

To the extent permitted by law, the Company has agreed to indemnify its auditors, Ernst & Young Australia, as part of the
terms of its audit engagement agreement against claims by third parties arising from the audit (for an unspecified amount).
No payment has been made to indemnify Ernst & Young Australia during or since the financial year.

Proceedings on behalf of the Company

No person has applied to the Court under section 237 of the Corporations Act 2001 for leave to bring proceedings on behalf
of the Company, or to intervene in any proceedings to which the Company is a party for the purpose of taking responsibility
on behalf of the Company for all or part of those proceedings.

Rounding of amounts

The Company is of a kind referred to in Corporations Instrument 2016/191, issued by the Australian Securities and
Investments Commission, relating to ‘rounding-off'. Amounts in this report have been rounded off in accordance with that
Corporations Instrument to the nearest thousand dollars, or in certain cases, the nearest dollar.

Auditor's independence declaration
A copy of the auditor's independence declaration as required under section 307C of the Corporations Act 2001 is set out
immediately after this directors' report.
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This report is made in accordance with a resolution of directors, pursuant to section 298(2)(a) of the Corporations Act
2001.

On behalf of the directors

Drew Fairgffilg”" Adem Karafil
Founder and Managing Director Chair

19 october 2020
Melbourne




8 Exhibition Street Tel: +61 3 9288 8000

Melbourne VIC 3000 Australia Fax: +61 3 8650 7777
GPO Box 67 Melbourne VIC 3001 ey.com/au

Building a better
working world

Auditor's Independence Declaration to the Directors of Top Shelf
International Holdings Ltd (formerly Top Shelf International Holdings Pty
Ltd) and its Controlled Entities

As lead auditor for the audit of the financial report of Top Shelf International Holdings Ltd (formerly Top
Shelf International Holdings Pty Ltd) the financial year ended 30 June 2020, | declare to the best of my
knowledge and belief, there have been:

a) no contraventions of the auditor independence requirements of the Corporations Act 2001 in
relation to the audit; and
b) no contraventions of any applicable code of professional conduct in relation to the audit.

This declaration is in respect of Top Shelf International Pty Ltd and the entities it controlled during the
financial year.

)

Ernst & Young

Brett Croft
Partner
19 October 2020

A member firm of Ernst & Young Global Limited
Liability limited by a scheme approved under Professional Standards Legislation
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Consolidated statement of profit or loss and other comprehensive income
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Revenue from contracts with customers

Cost of sales

Gross profit

Other income
Interest income

Expenses

Sales and marketing expense

Distribution expense

Administration and operating expense
Employee benefits expense
Depreciation and amortisation expense

Finance costs

Loss before income tax benefit

Income tax benefit

Loss after income tax benefit for the year attributable to the owners of Top
Shelf International Holdings Ltd

Other comprehensive income for the year, net of tax

Total comprehensive income for the year attributable to the owners of Top
Shelf International Holdings Ltd

Basic earnings per share
Diluted earnings per share

Consolidated
Note 30Jun 2020 30 Jun 2019

$'000 $'000
5 7,679 2,163
7 (5,876) (1,565)
1,803 598
6 432 299
- 3
(2,004) (231)
(315) (113)
8 (2,380) (1,017)
8 (1,858) (1,182)
7,8 (358) (283)
8 (2,006) (1,030)
(6,686) (2,956)
9 1,855 141
(4,831) (2,815)
(4,831) (2,815)
Cents Cents
35 (66,828.05)  (45,454.54)
35 (66,828.05) (44,067.00)

The above consolidated statement of profit or loss and other comprehensive income should be read in conjunction with the

accompanying notes
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Consolidated statement of financial position
As at 30 June 2020

Consolidated
Note 30Jun 2020 30 Jun 2019

$'000 $'000
Assets
Current assets
Cash and cash equivalents 10 1,656 94
Trade and other receivables 11 2,602 1,238
Inventories 12 3,329 571
Other assets 13 2,486 706
Total current assets 10,073 2,609
Non-current assets
Property, plant and equipment 14 21,153 17,617
Right-of-use asset — Land 15 2,822 -
Right-of-use asset - Buildings 15 4,714 2,600
Intangible assets 16 1,603 970
Biological assets 17 729 44
Deferred tax assets 9 2,689 683
Other assets 13 225 -
Total non-current assets 33,935 21,914
Total assets 44,008 24,523
Liabilities
Current liabilities
Trade and other payables 18 5,211 2,009
Lease liabilities — Land 20 2,205 -
Lease liabilities - Buildings 20 616 346
Borrowings 19 1,695 2,252
Employee benefits 21 220 74
Total current liabilities 9,947 4,681
Non-current liabilities
Borrowings 19 12,807 5,893
Lease liabilities 20 4,347 2,238
Employee benefits 21 7 2
Provisions 22 295 279
Total non-current liabilities 17,456 8,412
Total liabilities 27,403 13,093
Net assets 16,605 11,430
Equity
Issued capital 23 26,621 13,733
Other contributed equity 24 - 2,221
Reserves 28 - 661
Accumulated losses (10,016) (5,185)
Total equity 16,605 11.430

The above consolidated statement of financial position should be read in conjunction with the accompanying notes
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Consolidated

Balance at 1 July 2018

Loss after income tax benefit for the year

Other comprehensive income for the year, net of tax
Total comprehensive income for the year

Transactions with owners in their capacity as owners:

Contributions of equity (Note 23)

Share issue transaction costs, net of tax (Note 23)
Other contributed equity (Note 24)

Share based payments (Note 28)

Balance at 30 June 2019

Consolidated

Balance at 1 July 2019

Loss after income tax benefit for the year

Other comprehensive income for the year, net of tax
Total comprehensive income for the year

Transactions with owners in their capacity as owners:

Contributions of equity (Note 23)

Share issue transaction costs, net of tax (Note 23)
Transfers

Balance at 30 June 2020

Other
Issued contributed Accumulated Total
Capital equity Reserves losses equity
$'000 $'000 $'000 $'000 $'000
11,964 - 202 (2,370) 9,796
- - - (2,815) (2,815)
- - - (2,815) (2,815)
2,056 - - - 2,056
(287) - - - (287)
- 2,221 - - 2,221
- - 459 - 459
13,733 2,221 661 (5,185) 11,430
Other
Issued contributed Accumulated Total
Capital equity Reserves losses equity
$'000 $'000 $'000 $'000 $'000
13,733 2,221 661 (5,185) 11,430
- - - (4,831) (4,831)
- - - (4,831) (4,831)
10,404 - - - 10,404
(398) - - - (398)
2,882 (2,221) (661) - -
26,621 - - (10,016) 16,605

The above consolidated statement of changes in equity should be read in conjunction with the accompanying notes
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Consolidated statement of cash flows
For the year ended 30 June 2020

Cash flows from operating activities
Receipts from customers (inclusive of GST)

Payments to suppliers and employees (inclusive of GST)

Interest received
Research and development income
Government grants received

Net cash used in operating activities

Cash flows from investing activities

Receipts from R&D claim allocated to assets
Payments for property, plant and equipment
Payments for intangibles

Payments for biological assets

Payments for security deposits

Net cash used in investing activities

Cash flows from financing activities
Proceeds from issue of shares

Share issue transaction costs

Proceeds from contributed equity
Proceeds from unpaid capital

Proceeds from borrowings

Proceeds from loans from related parties
Repayment of borrowings — external financier
Repayment of borrowings — related parties
Repayment of lease liabilities — land
Repayment of lease liabilities - buildings
Interest and finance costs on borrowings
Interest on lease liabilities

Net cash from financing activities

Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the financial year

Cash and cash equivalents at the end of the financial year

Consolidated
Note 30Jun 2020 30 Jun 2019

$'000 $'000

8,007 1,860
(13,201) (3,451)

- 3

44 181

50 82
34 (5.100) (1.325)
219 1,122

(5,044) (10,217)

(1,012) (750)

(908) (44)

(225) -

(6,970) (9,889)

23 10,355 2,056
23 (548) (396)
24 - 2,221
- 808

6,100 4,046

1,208 2,574

(46) (100)

(904) -

(492) -

(35) (136)

(1,477) (729)

(529) (300)

13,632 10,044

1,562 (1,170)

94 1,264
10 1.656 94

The above consolidated statement of cash flows should be read in conjunction with the accompanying notes
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Note 1. General information

The financial statements cover Top Shelf International Holdings Ltd as a Group consisting of Top Shelf International Holdings
Ltd (‘'Company' or 'parent entity') and the entities it controlled at the end of, or during, the year (referred to hereafter as the
'‘Group’). The financial statements are presented in Australian dollars, which is Top Shelf International Holdings Ltd's
functional and presentation currency.

Top Shelf International Holdings Ltd is an unlisted public company limited by shares, incorporated and domiciled in Australia.
Its registered office and principal place of business are:

Registered office Principal place of business
Goldpats Level 1 16-18 National Blvd
189 McKinnon Road Campbellfield VIC 3061

McKinnon VIC 3204

A description of the nature of the Group's operations and its principal activities are included in the directors' report, which is
not part of the financial statements.

The financial statements were authorised for issue, in accordance with a resolution of directors, on 19 October 2020. The
directors have the power to amend and reissue the financial statements.

Note 2. Significant accounting policies

The principal accounting policies adopted in the preparation of the financial statements are set out below. These policies
have been consistently applied to all the years presented, unless otherwise stated.

New or amended Accounting Standards and Interpretations adopted
There were no new or amended Accounting Standards and Interpretations issued by the Australian Accounting Standards
Board ('AASB’) that are mandatory for the current reporting period.

Going concern
The Group has net current assets of $126,000 (2019: net current liabilities of $2,072,000) and net assets of $16,605,000
(2019: $11,430,000). Loss for the year to 30 June 2020 was $4,831,000 (2019: $2,815,000).

These financial results reflect a significant investment that has been made in establishing production facilities, building
inventories of maturing whisky, continued brand promotion, increases to the workforce consistent with increasing revenue
and preparation for expansion into new markets, including the production of new product lines and securing supply chains.

The financial statements have been prepared on a going concern basis, which assumes the continuity of normal business
activities and realisation of assets and the settlement of liabilities in the ordinary course of business.

In assessing the Group’s ability to continue as a going concern, the directors have considered relevant facts including that
the Group has a history of successfully raising capital and is pursuing an Initial Public Offering (IPO) on the Australian Stock
Exchange (ASX) in December 2020 to secure further funding to support its continued expansion plans.

Should the IPO not proceed, the Group will restructure its funding and raise additional funds to support ongoing funding
requirements. Under this scenario, the Group will also reduce expansion plans and tailor the business to meet ongoing
trading requirements, implement strategies which include extending payment and credit terms and implementing expense
saving and efficiency actions without adversely impacting revenue generation. The Board of Directors are satisfied that these
actions are practical and achievable and are therefore satisfied there are reasonable grounds to conclude the Group can
continue as a going concern.

Should these strategies not be successful, there is a material uncertainty that may cast significant doubt on the Group’s ability
to continue as a going concern, therefore whether it will realise its assets and extinguish its liabilities in the normal course of
business and at the amounts stated in the financial report. The financial report does not include any adjustments relating to
the recoverability and classification of recorded assets amounts or to the amounts and classification of liabilities that might
be necessary should the entity not continue as a going concern.

13
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Note 2. Significant accounting policies (continued)

Basis of preparation

These general purpose financial statements have been prepared in accordance with Australian Accounting Standards and
Interpretations issued by the Australian Accounting Standards Board ('AASB') and the Corporations Act 2001, as appropriate
for for-profit oriented entities. These financial statements also comply with International Financial Reporting Standards as
issued by the International Accounting Standards Board ('IASB').

Historical cost convention
The financial statements have been prepared under the historical cost convention, except for, biological assets which have
been measured at fair value less costs to sell.

Critical accounting estimates

The preparation of the financial statements requires the use of certain critical accounting estimates. It also requires
management to exercise its judgement in the process of applying the Group's accounting policies. The areas involving a
higher degree of judgement or complexity, or areas where assumptions and estimates are significant to the financial
statements, are disclosed in note 3.

Parent entity information
In accordance with the Corporations Act 2001, these financial statements present the results of the Group only.
Supplementary information about the parent entity is disclosed in note 34.

Principles of consolidation
The consolidated financial statements incorporate the assets and liabilities of all subsidiaries of Top Shelf International
Holdings Ltd as at 30 June 2020 and the results of all subsidiaries for the year then ended.

Subsidiaries are all those entities over which the Group has control. The Group controls an entity when the Group is exposed
to, or has rights to, variable returns from its involvement with the entity and has the ability to affect those returns through its
power to direct the activities of the entity. Subsidiaries are fully consolidated from the date on which control is transferred to
the Group. They are de-consolidated from the date that control ceases.

Intercompany transactions, balances and unrealised gains on transactions between entities in the Group are eliminated.
Unrealised losses are also eliminated unless the transaction provides evidence of the impairment of the asset transferred.
Accounting policies of subsidiaries have been changed where necessary to ensure consistency with the policies adopted by
the Group.

The acquisition of subsidiaries is accounted for using the acquisition method of accounting. A change in ownership interest,
without the loss of control, is accounted for as an equity transaction, where the difference between the consideration
transferred and the book value of the share of the non-controlling interest acquired is recognised directly in equity attributable
to the parent.

Where the Group loses control over a subsidiary, it derecognises the assets including goodwill, liabilities and non- controlling
interest in the subsidiary together with any cumulative translation differences recognised in equity. The Group recognises
the fair value of the consideration received and the fair value of any investment retained together with any gain or loss in
profit or loss.

Operating segments

Operating segments are presented using the ‘'management approach’, where the information presented is on the same basis
as the internal reports provided to the Chief Operating Decision Makers (CODM'). The CODM is responsible for the allocation
of resources to operating segments and assessing their performance.

Revenue recognition
The Group recognises revenue as follows:

Revenue from contracts with customers

Revenue is recognised when or as Top Shelf International transfers control of goods or services to a customer at the amount
to which Top Shelf International expects to be entitled. If the consideration promised includes a variable component, Top
Shelf International estimates the expected consideration for the estimated impact of the variable component at the point of
recognition e.g. discount and re-estimated at every reporting date.

14
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Note 2. Significant accounting policies (continued)

The Group is producer and marketer of high quality Australian spirits-based beverage brands and provider of contract
packaging services. The Group generates revenue from the sale of its branded products and by providing contract packing
services to third parties for alcoholic and non-alcoholic products.

Revenue from the sale of these goods is recognised when control over the inventory has transferred to the customer.
Control is generally considered to have passed when:

(&) Physical possession and inventory risk is transferred to the customer;

(b) Payment terms for the sale of goods can be clearly identified through invoices issued to customers;and

(c) The customer has no practical ability to reject the product where it is within contractually specified limits.

Sale of branded goods
Revenue from the sale of goods is recognised at the point in time when the customer obtains control of the goods, which is
generally at the time of delivery of the product at the customers location. The normal credit term is 30-60 days upon delivery.

Contract packaging services

Revenue from the sale of contract packaging services is recognised at the point in time to which the customer obtains control
of the goods, at the time of delivery/collection of the finished product. Goods manufactured under contract packaging are
subject to 30 day terms with no further production being completed until the customer has settled.

The Group considers whether there are other promises in the contract that are separate performance obligations to which a
portion of the transaction price needs to be allocated. In determining the transaction price for the sale of branded products,
the Group considers the effects of variable consideration, existence of a significant financing component, non- cash
consideration, and consideration payable to the customer (if any).

Variable consideration

If the consideration promised includes a variable component, Top Shelf International estimates the amount of consideration
to which it will be entitled in exchange for transferring the goods to the customer. The variable consideration is estimated at
contract inception and constrained until it is highly probable that a significant revenue reversal in the amount of cumulative
revenue recognised will not occur when the associated uncertainty with the variable consideration is subsequently resolved.
Some contracts for the sale of branded products provide customers with rebates and discounts which give rise to variable
consideration.

Rebates

The Company provides retrospective volume rebates to certain customers once the quantity of products purchased during
the period exceeds a threshold specified in the contract. Rebates are offset against amounts payable by the customer.
The rebate amount is determined by a rebate tier in which the customer is most likely to meet the criteria. Based on the tier
the estimated rebate amount is calculated and is treated as the variable consideration for the sale.

Excise Duty
The Group incurs excise duties which are effectively a production tax which becomes payable when the product is removed
from bonded premises and is not directly related to the value of sales.

It is not included as a separate item on external invoices; increases in excise duty are not always passed on to the customer
and where a customer fails to pay for products received the Group cannot reclaim the excise duty. The Group therefore
recognises excise duty, unless it regards itself as an agent of the regulatory authorities, as a cost to the Group and recognised
as Cost of Sales in the Income Statement.

Interest

Interest income is recognised as interest accrues using the effective interest method. This is a method of calculating the
amortised cost of a financial asset and allocating the interest income over the relevant period using the effective interest rate,
which is the rate that exactly discounts estimated future cash receipts through the expected life of the financial asset to the
net carrying amount of the financial asset.
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Note 2. Significant accounting policies (continued)

Government grants

Government grants are not recognised until there is reasonable assurance that the Group will comply with the conditions
pursuant to which they have been granted and that the grants will be received. When the grant relates to an expense item,
it is recognised as income on a systematic basis over the periods that the related costs, for which it is intended to compensate,
are expensed. Government grants in respect of property, plant and equipment are deducted from the asset that they relate
to, reducing the depreciation expense charged to the income statement.

Income tax

The income tax expense or benefit for the period is the tax payable on that period's taxable income based on the applicable
income tax rate for each jurisdiction, adjusted by the changes in deferred tax assets and liabilities attributable to temporary
differences, unused tax losses and the adjustment recognised for prior periods, where applicable.

Deferred tax assets and liabilities are recognised for temporary differences at the tax rates expected to be applied when the

assets are recovered or liabilities are settled, based on those tax rates that are enacted or substantively enacted, except for:

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

e When the taxable temporary difference is associated with interests in subsidiaries, associates or joint ventures, and the
timing of the reversal can be controlled and it is probable that the temporary difference will not reverse in the foreseeable
future.

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

The carrying amount of recognised and unrecognised deferred tax assets are reviewed at each reporting date. Deferred tax
assets recognised are reduced to the extent that it is no longer probable that future taxable profits will be available for the
carrying amount to be recovered. Previously unrecognised deferred tax assets are recognised to the extent that it is probable
that there are future taxable profits available to recover the asset.

Deferred tax assets and liabilities are offset only where there is a legally enforceable right to offset current tax assets against
current tax liabilities and deferred tax assets against deferred tax liabilities; and they relate to the same taxable authority on
either the same taxable entity or different taxable entities which intend to settle simultaneously.

Top Shelf International Holdings Ltd (the 'head entity’) and its wholly-owned Australian subsidiaries have formed an income
tax consolidated group under the tax consolidation regime. The head entity and each subsidiary in the tax consolidated group
continue to account for their own current and deferred tax amounts. The tax consolidated group has applied the 'separate
taxpayer within group' approach in determining the appropriate amount of taxes to allocate to members of the tax
consolidated group.

In addition to its own current and deferred tax amounts, the head entity also recognises the current tax liabilities (or assets)
and the deferred tax assets arising from unused tax losses and unused tax credits assumed from each subsidiary in the tax
consolidated group.

Assets or liabilities arising under tax funding agreements with the tax consolidated entities are recognised as amounts
receivable from or payable to other entities in the tax consolidated group. The tax funding arrangement ensures that the
intercompany charge equals the current tax liability or benefit of each tax consolidated group member, resulting in neither a
contribution by the head entity to the subsidiaries nor a distribution by the subsidiaries to the head entity.

Current and non-current classification
Assets and liabilities are presented in the statement of financial position based on current and non-current classification.

An asset is classified as current when: it is either expected to be realised or intended to be sold or consumed in the Group's
normal operating cycle; it is held primarily for the purpose of trading; it is expected to be realised within 12 months after the
reporting period; or the asset is cash or cash equivalent unless restricted from being exchanged or used to settle a liability
for at least 12 months after the reporting period. All other assets are classified as non-current.
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Note 2. Significant accounting policies (continued)

A liability is classified as current when: it is either expected to be settled in the Group's normal operating cycle; it is held
primarily for the purpose of trading; it is due to be settled within 12 months after the reporting period; or there is no
unconditional right to defer the settlement of the liability for at least 12 months after the reporting period. All other liabilities
are classified as non-current.

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

Cash and cash equivalents

Cash and cash equivalents includes cash on hand, deposits held at call with financial institutions, other short-term, highly
liquid investments with original maturities of three months or less that are readily convertible to known amounts of cash and
which are subject to an insignificant risk of changes in value.

Trade and other receivables
Trade receivables are initially recognised at fair value and subsequently measured at amortised cost using the effective
interest method. Trade receivables are generally due for settlement within 30 to 60 days from end of month.

The Group has applied the simplified approach to measuring expected credit losses, which uses a lifetime expected loss
allowance. To measure the expected credit losses, trade receivables have been grouped based on days overdue.

The provision matrix is initially based on the Group’s historical observed default rates. The Group will calibrate the matrix to
adjust the historical credit loss experience with forward-looking information. At every reporting date, the historical observed
default rates are updated and changes in the forward-looking estimates are analysed.

Other receivables are recognised at amortised cost, less any allowance for expected credit losses.

Inventories

Inventory cost is measured at the weighted average purchase price of raw materials, net of trade rebates and discounts
received, plus the costs incurred in bringing its inventory to its present condition and location including direct expenses, an
appropriate proportion of production and other overheads, but not borrowing costs.

Maturing inventories which are retained for more than one year are classified as current assets, as they are expected to
be realised in the normal operating cycle.

Inventory is stated at the lower of cost and net realisable value. Net realisable value is the estimated selling price in the
ordinary course of business less the estimated costs of completion and the estimated costs necessary to make the sale.

Investments and other financial assets

Investments and other financial assets are initially measured at fair value. Transaction costs are included as part of the initial
measurement, except for financial assets at fair value through profit or loss. Such assets are subsequently measured at
either amortised cost or fair value depending on their classification. Classification is determined based on both the business
model within which such assets are held and the contractual cash flow characteristics of the financial asset unless an
accounting mismatch is being avoided.

Financial assets are derecognised when the rights to receive cash flows have expired or have been transferred and the
Group has transferred substantially all the risks and rewards of ownership. When there is no reasonable expectation of
recovering part or all of a financial asset, it's carrying value is written off.

Financial assets at amortised cost

A financial asset is measured at amortised cost only if both of the following conditions are met: (i) it is held within a business
model whose objective is to hold assets in order to collect contractual cash flows; and (ii) the contractual terms of the financial
asset represent contractual cash flows that are solely payments of principal and interest.

Impairment of financial assets

The Group recognises a loss allowance for expected credit losses on financial assets which are either measured at amortised
cost or fair value through other comprehensive income. The measurement of the loss allowance depends upon the Group's
assessment at the end of each reporting period as to whether the financial instrument's credit risk has increased significantly
since initial recognition, based on reasonable and supportable information that is available, without undue cost or effort to
obtain.
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Where there has not been a significant increase in exposure to credit risk since initial recognition, a 12-month expected credit
loss allowance is estimated. This represents a portion of the asset's lifetime expected credit losses that is attributable to a
default event that is possible within the next 12 months. Where a financial asset has become credit impaired or where it is
determined that credit risk has increased significantly, the loss allowance is based on the asset's lifetime expected credit
losses. The amount of expected credit loss recognised is measured on the basis of the probability weighted present value of
anticipated cash shortfalls over the life of the instrument discounted at the original effective interestrate.

Property, plant and equipment
Plant and equipment is stated at historical cost less accumulated depreciation and impairment. Historical cost includes
expenditure that is directly attributable to the acquisition of the items.

Depreciation is calculated on a straight-line basis to allocate the cost of each item of property, plant and equipment over their
expected useful lives as follows:

Leasehold improvements 10 - 25 years
Plant and equipment - Other 4 - 30 years
Computer equipment 2 - 4 years
Office equipment 10 - 25 years

The residual values, useful lives and depreciation methods are reviewed, and adjusted if appropriate, at each reporting
date.

Plant and equipment — Production assets

In relation to production specific plant and equipment the Group has adopted the policy to depreciate on a units of production
method. This method is calculated by dividing the cost of the asset (less its salvage value) by the total units expected to
produce over its useful life, multiplied by the actual units produced during the year. The Group felt this was a more accurate
representation of the equipment.

Leasehold improvements are depreciated over the unexpired period of the lease or the estimated useful life of the assets,
whichever is shorter.

An item of property, plant and equipment is derecognised upon disposal or when there is no future economic benefit to the
Group. Gains and losses between the carrying amount and the disposal proceeds are taken to profit or loss.

Right-of-use assets

A right-of-use asset is recognised at the commencement date of a lease. The right-of-use asset is measured at cost, which
comprises the initial amount of the lease liability, adjusted for, as applicable, any lease payments made at or before the
commencement date net of any lease incentives received, any initial direct costs incurred, and, except where included in the
cost of inventories, an estimate of costs expected to be incurred for dismantling and removing the underlying asset, and
restoring the site or asset.

Right-of-use assets are depreciated on a straight-line basis over the unexpired period of the lease or the estimated useful
life of the asset, whichever is the shorter. Where the Group expects to obtain ownership of the leased asset at the end of the
lease term, the depreciation is over its estimated useful life. Right-of use assets are subject to impairment or adjusted for
any remeasurement of lease liabilities.

The Group has elected not to recognise a right-of-use asset and corresponding lease liability for short-term leases with terms
of 12 months or less and leases of low-value assets. Lease payments on these assets are expensed to profit or loss as
incurred.

Intangible assets

Intangible assets acquired as part of a business combination, other than goodwill, are initially measured at their fair value at
the date of the acquisition. Intangible assets acquired separately are initially recognised at cost. Indefinite life intangible
assets are not amortised and are subsequently measured at cost less any impairment. Finite life intangible assets are
subsequently measured at cost less amortisation and any impairment. The gains or losses recognised in profit or loss arising
from the derecognition of intangible assets are measured as the difference between net disposal proceeds and the carrying
amount of the intangible asset. The method and useful lives of finite life intangible assets are reviewed annually. Changes in
the expected pattern of consumption or useful life are accounted for prospectively by changing the amortisation method or
period.
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Intellectual property

Intellectual property relates to trade secrets such as the formation and development of the recipe. These costs are not
subsequently amortised. Intellectual property are protected by trademarks, which are renewable indefinitely. There are not
believed to be any legal, regulatory or contractual provisions that limit the useful lives of these assets. The nature of the
drinks industry is that obsolescence is not a common issue, with indefinite lived intangible assets being commonplace.
Accordingly, the Directors believe that it is appropriate that the brands are treated as having indefinite lives for accounting
purposes and are therefore not amortised.

Trademarks
Significant costs associated with trademarks are capitalised as an asset. These costs are not subsequently amortised.

Software
Significant costs associated with software are deferred and amortised on a straight-line basis over the period of their
expected benefit, being their finite life of 5 years.

Biological assets

The Group catrries its biological assets (Agave Seeds, Bulbis, Plants) and Pina at the time of harvest (recorded in
inventories immediately after harvest) at fair value less costs to sell. Any gains or losses on remeasuring fair value of
biological assets are included within in profit or loss. The Group has determined that its agave plants are mature when
they can be commercially harvested, which normally takes approximately four years after planting

Impairment of tangible and intangible assets

All indefinite-lived intangible assets that are not subject to amortisation are assessed for impairment at least on an annual
basis, or whenever an indication of impairment arises. Assets that are subject to amortisation are reviewed for impairment
whenever events or changes in circumstances indicate that the carrying amount may not be recoverable.

The recoverable amount of an asset is the higher of its fair value less cost of disposal and its value in use. Fair value less
cost of disposal is measured with reference to quoted market prices in an active market. Value in use represents the present
value of the future amount expected to be recovered through the cash inflows and outflows arising from the asset’ s
continued use and subsequent disposal.

Impairment losses are recognised in the income statement in the reporting period when the carrying amount of the asset
exceeds the recoverable amount. We recognise any reduction in the carrying value as an expense in the income statement
in the reporting period in which the impairment loss occurs.

Impairment assessment is performed at the level of our Production and Recipes CGU.

Impairment of non-financial assets

Non-financial assets are reviewed for impairment whenever events or changes in circumstances indicate that the carrying
amount may not be recoverable. An impairment loss is recognised for the amount by which the asset's carrying amount
exceeds its recoverable amount.

Recoverable amount is the higher of an asset's fair value less costs of disposal and value-in-use. The value-in-use is the
present value of the estimated future cash flows relating to the asset using a pre-tax discount rate specific to the asset or
cash-generating unit to which the asset belongs. Assets that do not have independent cash flows are grouped together to
form a cash-generating unit.

Trade and other payables

These amounts represent liabilities for goods and services provided to the Group prior to the end of the financial year and
which are unpaid. Due to their short-term nature they are measured at amortised cost and are not discounted. The amounts
are unsecured and are usually paid within 30 days from end of month of recognition.

Borrowings
Loans and borrowings are initially recognised at the fair value, net of transaction costs. They are subsequently measured
at amortised cost using the effective interest method.

Where there is an unconditional right to defer settlement of the liability for at least 12 months after the reporting date, the
loans or borrowings are classified as non-current.
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Lease liabilities

A lease liability is recognised at the commencement date of a lease. The lease liability is initially recognised at the present
value of the lease payments to be made over the term of the lease, discounted using the interest rate implicit in the lease or,
if that rate cannot be readily determined, the Group's incremental borrowing rate. Lease payments comprise of fixed
payments less any lease incentives receivable, variable lease payments that depend on an index or a rate, amounts expected
to be paid under residual value guarantees, exercise price of a purchase option when the exercise of the option is reasonably
certain to occur, and any anticipated termination penalties. The variable lease payments that do not depend on an index or
a rate are expensed in the period in which they are incurred.

Lease liabilities are measured at amortised cost using the effective interest method. The carrying amounts are remeasured
if there is a change in the following: future lease payments arising from a change in an index or a rate used; residual
guarantee; lease term; certainty of a purchase option and termination penalties. When a lease liability is remeasured, an
adjustment is made to the corresponding right-of use asset, or to profit or loss if the carrying amount of the right-of-use asset
is fully written down.

Finance costs
Finance costs are expensed in the period in which they are incurred.

Provisions

Provisions are recognised when the Group has a present (legal or constructive) obligation as a result of a past event, it is
probable the Group will be required to settle the obligation, and a reliable estimate can be made of the amount of the
obligation. The amount recognised as a provision is the best estimate of the consideration required to settle the present
obligation at the reporting date, taking into account the risks and uncertainties surrounding the obligation. If the time value of
money is material, provisions are discounted using a current pre-tax rate specific to the liability. The increase in the provision
resulting from the passage of time is recognised as a finance cost.

Employee benefits

Short-term employee benefits

Liabilities for wages and salaries, including non-monetary benefits, annual leave and long service leave expected to be
settled wholly within 12 months of the reporting date are measured at the amounts expected to be paid when the liabilities
are settled.

Other long-term employee benefits

The liability for annual leave and long service leave not expected to be settled within 12 months of the reporting date are
measured at the present value of expected future payments to be made in respect of services provided by employees up to
the reporting date. Consideration is given to expected future wage and salary levels, experience of employee departures and
periods of service. Expected future payments are discounted using market yields at the reporting date on high quality
corporate bonds with terms to maturity and currency that match, as closely as possible, the estimated future cash outflows.

Issued capital
Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new shares or options are shown
in equity as a deduction, net of tax, from the proceeds.

Reserves

Share-based payments reserve represents the value of shares for key management personnel for compensation granted in
the form of equity. The amounts are transferred out of the reserve when the shares are issued. Refer to Note 28 for further
details on share-based payment arrangements.

Earnings per share

Basic earnings per share
Basic earnings per share is calculated by dividing the profit attributable to the owners of Top Shelf International Holdings Pty
Ltd, by the weighted average number of ordinary shares outstanding during the financial year.

Diluted earnings per share

Diluted earnings per share adjusts the figures used in the determination of basic earnings per share to take into account the
after income tax effect of interest and other financing costs associated with dilutive potential ordinary shares and the weighted
average number of shares assumed to have been issued for no consideration in relation to dilutive potential ordinary shares.
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Goods and Services Tax ('GST') and other similar taxes

Revenues, expenses and assets are recognised net of the amount of associated GST, unless the GST incurred is not
recoverable from the tax authority. In this case it is recognised as part of the cost of the acquisition of the asset or as part of
the expense.

Receivables and payables are stated inclusive of the amount of GST receivable or payable. The net amount of GST
recoverable from, or payable to, the tax authority is included in other receivables or other payables in the statement of
financial position.

Cash flows are presented on a gross basis. The GST components of cash flows arising from investing or financing activities
which are recoverable from, or payable to the tax authority, are presented as operating cash flows.

Commitments and contingencies are disclosed net of the amount of GST recoverable from, or payable to, the tax authority.

Rounding of amounts

The Company is of a kind referred to in Corporations Instrument 2016/191, issued by the Australian Securities and
Investments Commission, relating to ‘rounding-off'. Amounts in this report have been rounded off in accordance with that
Corporations Instrument to the nearest thousand dollars, or in certain cases, the nearest dollar.

New Accounting Standards and Interpretations not yet mandatory or early adopted

Australian Accounting Standards and Interpretations that have recently been issued or amended but are not yet mandatory,
have not been early adopted by the Group for the annual reporting period ended 30 June 2020. The Group's assessment of
the impact of these new or amended Accounting Standards and Interpretations, most relevant to the Group, are set out
below.

Conceptual Framework for Financial Reporting (Conceptual Framework)

The revised Conceptual Framework is applicable to annual reporting periods beginning on or after 1 July 2020 and early
adoption is permitted. The Conceptual Framework contains new definition and recognition criteria as well as new guidance
on measurement that affects several Accounting Standards. Where the Group has relied on the existing framework in
determining its accounting policies for transactions, events or conditions that are not otherwise dealt with under the Australian
Accounting Standards, the Group may need to review such policies under the revised framework. At this time, the application
of the Conceptual Framework is not expected to have a material impact on the Group's financial statements.

Other standards and interpretations

The directors have also reviewed all other new Standards and Interpretations that have been issued but are not yet effective
as at 30 June 2020. As a result of this review the directors have determined that there is no impact, material or otherwise, of
the new and revised Standards and Interpretations on the Company and, therefore, no change is necessary to Group
accounting policies. These accounting policies are consistent with Australian Accounting Standards and with International
Reporting Standards.

Note 3. Critical accounting judgements, estimates and assumptions

The preparation of the financial statements requires management to make judgements, estimates and assumptions that
affect the reported amounts in the financial statements. Management continually evaluates its judgements and estimates in
relation to assets, liabilities, contingent liabilities, revenue and expenses. Management bases its judgements, estimates and
assumptions on historical experience and on other various factors, including expectations of future events, management
believes to be reasonable under the circumstances. The resulting accounting judgements and estimates will seldom equal
the related actual results. The judgements, estimates and assumptions that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities (refer to the respective notes) within the next financial year are
discussed below.

Coronavirus (COVID-19) pandemic

Judgement has been exercised in considering the impacts that the Coronavirus (COVID-19) pandemic has had, or may have,
on the Group based on known information. This consideration extends to the nature of the products and services offered,
customers, supply chain, staffing and geographic regions in which the Group operates. Other than as addressed in specific
notes, there does not currently appear to be either any significant impact upon the financial statements or any significant
uncertainties with respect to events or conditions which may impact the Group unfavourably as at the reporting date or
subsequently as a result of the Coronavirus (COVID-19) pandemic.
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Note 3. Critical accounting judgements, estimates and assumptions (continued)

Allowance for expected credit losses

The allowance for expected credit losses assessment requires a degree of estimation and judgement. It is based on the
lifetime expected credit loss (ECL'), grouped based on days overdue, and makes assumptions to allocate an overall expected
credit loss rate for each group. The assessment of the correlation between historical observed default rates, forecast
economic conditions and ECL is a significant estimate. The amount of ECL is sensitive to changes in circumstances and of
forecast economic conditions. The Group’s historical credit loss experience and forecast of economic conditions may also
not be representative of customer’s actual default in the future.

Provision for impairment of inventories

The provision for impairment of inventories assessment requires a degree of estimation and judgement. The level of the
provision is assessed by taking into account the recent sales experience, the ageing of inventories and other factors that
affect inventory obsolescence.

Determination of CGUs and their recoverable amounts
We apply management judgement to establish our cash generating units (‘CGU’) and determine their recoverable amounts
using a value in use calculation for our impairment assessment.’

We have determined that the assets within the Group compromise two CGUs. We have referred to these CGUs as Branded
— Whisky and Contract Packaging in the financial report.

Judgements within the value in use calculation include cash flow forecasts, as well as the selection of growth rates, terminal
growth rates, contributory asset charges and discount rates based on past experience and our expectations for the future.
Our cash flow projections are based on five-year management-approved forecasts. The forecasts use management
estimates to determine income, expenses, capital expenditure and cash flows for each asset and CGU.

Additional estimates have been applied by management regarding the potential financial impact of the Covid-19 pandemic
across markets. In this regard a combination of the following factors was considered in every impairment model: the future
development of the virus, including the duration, scale and geographic extent of the closures; the expected scale and duration
of the economic recovery; the size of the on-trade channel in the market; the life cycle phase of the brand and the maturity
of the market.

Depreciation method and estimation of useful lives of assets

The Group has adopted the policy to depreciate plant and equipment relating to production assets on a units of production
method. The Group considers the depreciation in line with the estimation of production of units over its useful life to be the
measure that most closely reflects the expected pattern of consumption of the future economic benefits embodied in the
asset. The impact of the production units will be variable in any given financial period and as the business moves towards
the full name plate capacity of the assets, it is expected that the annual rate of depreciation under this method will normalise.
Any changes made to the assets could impact the estimation of the production capacity of units over its useful life which
would change the depreciation per unit. For all other asset classes, it determined that straight-line is the appropriate method
of depreciation. These judgements will be applied consistently each period unless there is a change in the expected pattern
of consumption of those future economic benefits.

The Group determines the estimated useful lives and related depreciation and amortisation charges for its property, plant
and equipment and finite life intangible assets. The useful lives could change significantly as a result of technical innovations
or some other event. The depreciation and amortisation charge will increase where the useful lives are less than previously
estimated lives, or technically obsolete or non-strategic assets that have been abandoned or sold will be written off or written
down.

Income tax

The Group is subject to income taxes in the jurisdictions in which it operates. Significant judgement is required in determining
the provision for income tax. There are many transactions and calculations undertaken during the ordinary course of business
for which the ultimate tax determination is uncertain. The Group recognises liabilities for anticipated tax audit issues based
on the Group's current understanding of the tax law. Where the final tax outcome of these matters is different from the
carrying amounts, such differences will impact the current and deferred tax provisions in the period in which such
determination is made.

Recovery of deferred tax assets

Deferred tax assets are recognised for deductible temporary differences only if the Group considers it is probable that future
taxable amounts will be available to utilise those temporary differences and losses in a reasonable timeframe.
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Note 4. Operating segments

Identification of reportable operating segments

The Group is organised into one operating segment as the Group operated only in Australia and one industry, as a producer
of branded beverages and provision of co-packing services to third party beverage manufacturers. This is based on the
internal reports that are reviewed and used by the Managing Director (who is identified as the Chief Operating Decision
Maker ((CODM") in assessing performance and in determining the allocation of resources. Accordingly, the information
provided in this Annual Report reflects the one operating segment.

The CODM monitors the operating results of the business as a whole, while still in growth phase. It will reassess the treatment
as the business progresses.

Major customers
During the year ended 30 June 2020 approximately 19% (2019: 20%) of the Group's external revenue was derived from
sales to one major customer.

EBITDA
EBITDA is a financial measure monitored by the CODM which is not prescribed by AAS or IFRS. The directors consider the
additional information of EBITDA is relevant and useful in measuring the financial performance of the Group.

A reconciliation of EBITDA to reported loss for the year is shown below.

30 Jun 2020 30 Jun 2019

$'000 $'000
Loss for the year (4,831) (2,815)
Income tax benefit (1,855) (141)
Interest expense 1,788 861
Interest income - (3)
Earnings before interest and tax ('EBIT") (4,898) (2,098)
Depreciation and amortisation 815 283
Earnings before interest, tax, depreciation and amortisation (EBITDA") (4.083) (1.815)

Note 5. Revenue

Disaggregation of revenue
The disaggregation of revenue from contracts with customers is as follows:

Consolidated
30Jun 2020 30 Jun 2019

$'000 $'000

Major product lines
Branded 4,299 1,788
Contract packaging 3,607 403
Rebates and discounts (227) (28)

7,679 2,163
Geographical regions
Australia 7,679 2,163

Timing of revenue recognition
Goods and services transferred at a point in time 7,679 2,163
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Note 6. Other income

Consolidated
30Jun 2020 30 Jun 2019

$'000 $'000
Government grants (COVID-19) 50 -
Research and development (‘'R&D') income 1,052 1,565
Allocation of R&D income to assets (763) (1,348)
Other income 93 82
Other income 432 299

Government grants (COVID-19)

During the year the Company received payments from the Australian Government amounting to $50,000 as part of its
‘Boosting Cash Flow for Employers’ scheme in response to the Coronavirus (‘COVID-19’) pandemic. Eligible employers with
aggregated annual turnover of less than $50 million are eligible to receive payments of between $20,000 and

$100,000 which are credited against amounts owed on an activity statement and based on PAYG withheld on employee’s
salary and wages for the period March to September 2020. Such amounts have been recognised as government grants in
the financial statements, are non-taxable, and are recorded as income once there is reasonable assurance that the Company
will comply with any required conditions which is practically at the time that a liability for PAYG withholding tax is incurred
and salaries are paid.

Research and development (R&D) income

During the year the Company received payments in relation to Top Shelf's research and development of NED Australian
whiskey, New Australian Agave Spirit with agronomy and production streams, and improving plant sugar extraction in cereals
and agave, creation of low/no sugar products and identification of Australian plant alternatives. As at 30 June 2020,
$1,052,000 remains outstanding and is recorded as Other Assets within the Statement of Financial Position.

Note 7. Cost of sales

Consolidated
30Jun 2020 30 Jun 2019

$'000 $'000
Raw materials and overhead 2,740 372
Excise 2,460 1,165
Depreciation and amortisation 445 -
Employee benefits expense 231 28

5,876 1,565
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Note 8. Expenses

Loss before income tax includes the following specific expenses:

Depreciation

Leasehold improvements

Plant and equipment - production assets
Plant and equipment - other

Computer equipment

Office equipment

Right-of-use asset

Total depreciation

Amortisation

Intellectual property

Software

Total amortisation

Total depreciation and amortisation

Employee benefits expense
Wages and salaries
Superannuation expense

Share based payments expense
Employee leave provisions

Total employee benefits expense

Finance costs

Interest and finance charges paid/payable on borrowings
Interest and finance charges paid/payable on lease liabilities
Fees on borrowings

Finance costs expensed

Administration and operating expenses
Professional fees

Occupancy costs

Insurance

Travel

Motor vehicle

Repairs and maintenance

Other

Total administration and operating expenses
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Consolidated

30 Jun 2020 30 Jun 2019

$'000 $'000
48 7
204 24
166 7
17 14
1 1
367 224
803 277
8 -
4 6
12 6
815 283
1,588 628
119 55
- 459
151 40
1,858 1,182
1,242 561
546 300
218 169
2,006 1,030
928 389
391 211
233 180
75 40
60 37
148 -
545 160
2,380 1,017
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Note 9. Income tax

Consolidated
30Jun 2020 30 Jun 2019

$'000 $'000
Income tax expense (2,040) (482)
Current tax
S . 185 341
Deferred tax — origination and reversal of temporary differences
- ) (1,855) (141)
Aggregate income tax benefit
Deferred tax included in income tax benefit comprises: (185) (341)
Increase in deferred tax assets / liabilities through P&L 151 110
Increase/(decrease) in deferred tax through equity (34) (231)
Numerical reconciliation of income tax benefit and tax at the statutory rate
Loss before income tax benefit (6,686) (2,956)
Tax at the statutory tax rate of 27.5% (1,839) (813)
Tax effect amounts which are not deductible/(taxable) in calculating taxable income:
Entertainment expenses 1 -
Fines - 1
Cash flow boost payment (17) 134
R&D expenditure non-deductible 149 -
R&D grant income non-assessable (71) (54)
Deferred tax on R&D grant income capitalised (218) (376)
Deferred tax on R&D expenditure reduction in tax base 221 830
Share based payments expense - 126
Other (81) 11
(16) 672
Income tax benefit
(1,855) (141)

Amounts charged/(credited) directly to equity:
Deferred tax assets 151 110
Deferred tax liabilities - -

151 110

Deferred tax asset
Deferred tax asset relates to the following:
Amounts recognised in profit or loss:
Tax losses 2,943 903
Property, plant and equipment 12 4
Right-of-use assets 69 -
Employee benefits 77 28
Provisions
Trade and other payables 2; 11;
Inventories 7 i

3,256 1,158
Amount recognised in Equity
Capital raising costs 352 201
Deferred tax asset 3,609 1,359
Movements:
Opening balance
Credited to profit and loss ;ggg g;g
Credited to equity ’151 110
Closing balance 3609 1359

The value of unbooked tax losses at 30 June 2020 is $1,052,000 (30 June 2019: $1,052,000)
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Note 9. Income tax (continued)

Deferred tax liability

Deferred tax liability comprises temporary differences attributable to:

Amounts recognised in profit or loss:
Inventories
Property, plant and equipment
Right of return assets
Intangible assets
Amortisation of capital raising costs

Amounts recognised in equity:
Capital raising costs

Deferred tax liability

Movements:

Opening balance
Charged/(credited) to profit or loss
Charged to equity

Closing balance

Net deferred tax asset

Note 10. Cash and cash equivalents

Current assets
Cash at bank

Cash at bank earns interest at floating rates based on daily bank deposit rates.

Note 11. Trade and other receivables

Current assets
Trade receivables

Less: Allowance for expected credit losses

Other receivables
Goods and services tax recoverable
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Consolidated
30Jun 2020 30 Jun 2019

$'000 $'000
615 464
- 5
175 150
129 59
920 677
920 677
677 189
243 488
920 677
2,689 683

Consolidated
30Jun 2020 30 Jun 2019
$'000 $'000

1,656 94

Consolidated
30Jun 2020 30 Jun 2019

$'000 $'000
2,472 1,066
(53) (6)
2,419 1,060
90 6
93 172

2,602 1,238
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Note 11. Trade and other receivables (continued)

The ageing of the receivables and allowance for expected credit losses provided for above are as follows:

Expected credit loss rate

Carrying amount

Allowance for expected
credit losses

30Jun 2020 30 Jun 2019 30Jun 2020 30Jun 2019 30Jun 2020 30Jun 2019

Consolidated % % $'000 $'000 $'000 $'000
Not overdue - - 808 320 - -
0 to 3 months overdue 8.5% 1.0% 806 412 23 1
3 to 6 months overdue 14.1% 7.0% 858 334 30 5
Over 6 months overdue - - - - - -
2,472 1,066 53 6

Movements in the allowance for expected credit losses are as follows:

Opening balance
Additional provisions recognised
Receivables written off during the year as uncollectable

Closing balance

Note 12. Inventories

Current assets

Raw materials

Raw materials - Third party
Finished goods

Maturing inventories

Less: Provision for impairment

Maturing inventories

Consolidated
30Jun 2020 30 Jun 2019

$'000 $'000
6 18
160 -
(113) (12)
53 6

Consolidated
30Jun 2020 30 Jun 2019

$'000 $'000
1,763 460
222 30
279 82
1,090 -
(25) (1)
3.329 571

Maturing inventories include whisky in barrels. As at 30 June 2020, the Group recorded $1,090,000 (30 June 2018: Nil) of
maturing inventories that are expected to be utilised after more than one year.

During the year, $1,017,000 (30 June 2019: $206,000) was recognised as an expense for inventories. This has been

recognised in Cost of Sales.

Note 13. Other assets

Current assets

R&D grant
Prepayments
Deposits with supplier
Other current assets

Non-current assets
Security deposits
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Consolidated
30 Jun 2020 30 Jun 2019

$'000 $'000
1,052 260
201 204
1,211 240
22 2
2,486 706
225 -
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Note 14. Property, plant and equipment

Non-current assets
Leasehold improvements - at cost
Less: Accumulated depreciation

Plant and equipment - production assets - at cost
Less: Accumulated depreciation

Plant and equipment - other - at cost
Less: Accumulated depreciation

Computer equipment - at cost
Less: Accumulated depreciation

Office equipment - at cost
Less: Accumulated depreciation

Reconciliations

Consolidated
30Jun 2020 30 Jun 2019

$'000 $'000

1,185 1,034
(55) (7)
1,130 1,027
17,087 14,302
(228) (24)
16,859 14,278
3,253 2,284
(181) (15)
3.072 2,269
75 52

(41) (24)

34 28

60 16

(2) (1)

58 15

21,153 17,617

Reconciliations of the carrying values at the beginning and end of the current and previous financial year are set out below:

Plant and Plant and
Leasehold equipment - equipment - Computer Office

Consolidated improvements  production other equipment equipment Total

$'000 $'000 $'000 $'000 $'000 $'000
Balance at 1 July 2018 95 7,906 442 14 9 8,466
Additions 939 7,198 2,095 28 7 10,267
R&D income allocated - (802) (261) - - (1,063)
Depreciation expense (7 (24) (7 (14) (1) (53)
Balance at 30 June 2019 1,027 14,278 2,269 28 15 17,617
Additions 151 2,785 1,006 23 44 4,009
R&D income allocated - - (37) - - (37)
Depreciation expense (48) (204) (166) a7 (1) (436)
Balance at 30 June 2020 1,130 16,859 3,072 34 58 21,153

Impairment testing

The carrying amount of non-current assets have been allocated to the Production CGU. During the financial year, there have
been no changes to our CGUs. We did not identify any impairment indicators at the Production CGU.
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Note 15. Right-of-use assets

Non-current assets
Land

Buildings
Less: Accumulated depreciation

Consolidated
30Jun 2020 30 Jun 2019

$'000 $'000
2,822 -
5,183 2,943
(469) (343)
4,714 2,600

On 16 December 2019, the Group entered into lease and purchase agreements for land in Bowen, Queensland totaling $2.8
million with $0.5 million paid during the year. The lease term is for twelve months, expiring December 2020, at which the land
will be acquired by the Group with the remaining payment of $2.2 million to be made in line with Note 20. The Group have

full control of the land and its use during the lease term.

The Group leases buildings for its offices and warehouses under agreements of 5 years with, and in all cases, options to
extend have been taken up as part of determining the right-of-use asset and lease liabilities associated with buildings. The

leases have various escalation clauses. On renewal, the terms of the leases are renegotiated.

Reconciliations

Reconciliations of the carrying values at the beginning and end of the current and previous financial year are set out below:

Consolidated

Balance at 1 July 2018
Additions

Depreciation expense
Balance at 30 June 2019
Additions

Depreciation expense
Balance at 30 June 2020

Note 16. Intangible assets

Non-current assets
Intellectual property - at cost
Less: Accumulated amortisation

Trademarks - at cost

Software - at cost
Less: Accumulated amortisation

Land
$'000

Buildings
$'000
1,743
1,081
(224)

2,822

2,600
2,481
(367)

2,822

4,714

Consolidated
30Jun 2020 30 Jun 2019

$'000 $'000
1,024 482
(67) (67)
957 415
459 413
205 148
(18) (6)
187 142
1,603 970

Trademarks are renewable indefinitely in all of the major markets where they are registered. There are not believed to be
any legal, regulatory or contractual provisions that limit the useful lives of these trademarks. The nature of the industry is
that obsolescence is not a common issue, with indefinite brand lives being commonplace. Accordingly, the Group believe
that it is appropriate that the trademarks are treated as having indefinite lives for accounting purposes and are therefore

not amortised.
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Note 16. Intangible assets (continued)
Reconciliations

Reconciliations of the written down values at the beginning and end of the current and previous financial year are set out
below:

Intellectual

property  Trademarks  Software Total
Consolidated $'000 $'000 $'000 $'000
Balance at 1 July 2018 212 235 56 503
Additions 487 178 92 757
R&D income allocated (284) - - (284)
Amortisation expense - - (6) (6)
Balance at 30 June 2019 415 413 142 970
Additions 910 46 57 1,013
R&D income allocated (368) - - (368)
Amortisation expense - (12) (12)
Balance at 30 June 2020 957 459 187 1,603

Impairment testing
The carrying amount of intellectual property and trademarks have been allocated to the Recipe CGU. During the financial
year, there have been no changes to our CGUs with indefinite-lived assets.

We have used the following assumptions in determining the recoverable amount of our CGU:
- Discount Rate: 13.4%
- Growth Rate: 0%

Discount rate represents the pre-tax discount rate applied to the cash flow projections. The discount rate reflects the market
determined, risk-adjusted discount rate that is adjusted for specific risks relating to the CGU and the countries in which it
operates.

Terminal value growth rate represents the growth rate applied to extrapolate our cash flows beyond the five-year forecast
period. These growth rates are based on our expectation of the CGUs’ long-term performance in their markets.

Sensitivity analysis also examined the effect of a change in a key assumption on the remaining CGUs. There is no
reasonable possible change in the discount rate before the recoverable amount of any of the CGUs would equal its carrying
value. No other changes in key assumptions will result in a material impairment charge for any of the CGUs.

Note 17. Biological assets
Consolidated
30 Jun 2020 30 Jun 2019
$'000 $'000

Non-current assets
Agave plants 729 44

Agave plants growing in the ground or nursery are accounted for as biological assets until the point of harvest. Biological
assets are measured on initial recognition at the end of each reporting period at fair value less costs to sell. Changes in the fair
value of growing plants are recognised in the profit or loss as part of cost of sales. Costs related to growing the plants and
harvesting are capitalised into the carrying value in the statement of financial position. At the time of harvest, agave plants
(pina) are measured at fair value less costs to sell and transferred to inventories. As at 30 June 2020, there were no transfers
to inventory (30 June 2019: Nil).
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Note 17. Biological assets

Reconciliations

Reconciliations of the written down values at the beginning and end of the current and previous financial year are set out

below:

Consolidated

Balance at 1 July 2018
Additions

Balance at 30 June 2019
Additions

Balance at 30 June 2020

Note 18. Trade and other payables

Current liabilities
Trade payables
Accrued expenses
Other payables

Refer to note 26 for further information on financial instruments.

Note 19. Borrowings

Current liabilities

Loan from Ankara Holdings Pty Ltd - interest bearing

Loan from Hydraservice Hydraulic Hardware Australia Pty Ltd - interest bearing
Related party payables

Non-current liabilities

Loan from Ankara Holdings Pty Ltd - interest bearing

Loan from Longreach Direct Lending Fund - interest bearing

Loan from Hydraservice Hydraulic Hardware Australia Pty Ltd - interest bearing
Loan from Glankara Super Fund - interest bearing

Borrowing costs

Refer to note 26 for further information on financial instruments.
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Consolidated

Agave
plants
$'000

44

44
685

729

30 Jun 2020 30 Jun 2019

$'000 $'000
4,638 1,443
531 527
42 39
5,211 2,009

Consolidated

30 Jun 2020 30 Jun 2019

$'000 $'000
- 504
- 338
1,695 1,410
1,695 2,252
1,820 1,990
10,000 3,946
338 -
692 -
(43) (43)
12,807 5,893
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Note 19. Borrowings (continued)

Loan from Ankara Holdings Pty Ltd - current
The loan was interest bearing at a rate of 12.50%. The loan was repaid during the financial year.

Loan from Ankara Holdings Pty Ltd - non-current
The loans are interest bearing with $640,000 at a rate of 1.25% and the remaining balance at tiered interest rates.
Loans are repayable on 30 September 2021. Interest of $258,000 is payable in the next 12 months.

Loan from Hydraservice Hydraulic Hardware Australia Pty Ltd - non-current
The loan is interest bearing at a rate of 1.25%. The loan was repayable by 30 November 2019 but the terms were
renegotiated during the year and the loan is now repayable by 31 December 2020.

Loan from Bill Batsilas - current
The loan is interest bearing at a rate of 1.25% and is repayable on 30 September 2021 or on such other date as may be
agreed in writing between the Lender.

Loan from Longreach Direct Lending Fund - non-current
The loan is interest bearing at a rate of 13.75% and is repayable by 30 November 2020.

Related party payables
All related party payables transactions are interest free and are repayable on demand. There have been no guarantees
received for any related party payables. Refer to Note 31 for further details.

Total secured liabilities
The total secured liabilities are as follows:

Consolidated
30Jun 2020 30 Jun 2019

$'000 $'000
Loan from Ankara Holdings Pty Ltd - current - 504
Loan from Ankara Holdings Pty Ltd - non current 1,820 1,990
Loan from Longreach Direct Lending Fund - non-current 10,000 3.946
11,820 6,440

Assets pledged as security
The Group's production plant and equipment with carrying value of $16,859,000 (2019: $14,278,000) were pledged as
security against the Group's borrowings amounting to $11,820,000 (2019: $6,440,000)

Financing arrangements
Unrestricted access was available at the reporting date to the following lines of credit:

Consolidated
30Jun 2020 30 Jun 2019

$'000 $'000
Total facilities
Loan from Ankara Holdings Pty Ltd - current - 504
Loan from Ankara Holdings Pty Ltd - non-current 1,820 1,990
Loan from Longreach Direct Lending Fund 10,000 3.946
11,820 6,440
Used at the reporting date
Loan from Ankara Holdings Pty Ltd - current - 504
Loan from Ankara Holdings Pty Ltd - non-current 1,820 1,990
Loan from Longreach Direct Lending Fund 10,000 3.946
11,820 6,440

Unused at the reporting date
Loan from Ankara Holdings Pty Ltd - current - -
Loan from Ankara Holdings Pty Ltd - non-current - -
Loan from Longreach Direct Lending Fund - -
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Note 20. Lease liabilities

Consolidated
30Jun 2020 30 Jun 2019

$'000 $'000
Current liabilities
Lease liability - land 2,205 -
Lease liability - buildings 616 346
Non-current liabilities
Lease liability - buildings 4,347 2,238

During the year, the Group entered into a contract for a twelve month lease and to the subsequently acquire the land in
Bowen, Queensland for a total of $2.8 million. $0.5 million was paid during the year with the remaining balance of $2,205,000
due for payment in December 2020.

Maturity analysis
The maturity analysis of lease liabilities is as follows:

Consolidated
30Jun 2020 30 Jun 2019

$'000 $'000

Maturity analysis - contractual undiscounted cash flows
Less than one year 2,821 346
One to five years 3,386 1,932
More than five years 6,753 3,109
Total undiscounted lease liabilities at 30 June 16,962 5,387
Lease liabilities included in the statement of financial position
Lease liabilities included in the statement of financial position at30 June 7,168 2,584
Represented by:
Lease liabilities — current 2,821 346
Lease liabilities - non-current 4,347 2,238

7,168 2,584

Note 21. Employee benefits

Consolidated
30Jun 2020 30 Jun 2019

$'000 $'000
Current liabilities
Annual leave 220 74
Non-current liabilities
Long service leave 7 2

Note 22. Provisions
Consolidated
30Jun 2020 30 Jun 2019
$'000 $'000

Non-current liabilities
Lease make good 295 279

Lease make good
The provision represents the present value of the estimated costs to make good the premises leased by the Group at the
end of the respective lease terms.
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Note 22. Provisions (continued)

Movements in provisions
Movements in each class of provision during the current financial year, other than employee benefits, are set out below:

Lease make

good

Consolidated - 30 Jun 2020 $'000
Carrying amount at the start of the year 279
Additional provisions recognised 16
Carrying amount at the end of the year 295

Note 23. Issued capital

Consolidated
30Jun 2020 30Jun 2019 30Jun 2020 30Jun 2019

Shares Shares $'000 $'000
Ordinary shares - fully paid 8,172 6,363 27,499 14,262
Ordinary shares - unpaid 8 - 48 -
Share issue transaction costs (net of tax) (926) (529)
8,180 6,363 26,621 13,733

Subsequent to reporting date, the Group collected the amounts outstanding as unpaid capital.

Movements in ordinary share capital

Details Date Shares Issue price $'000
Balance 1 July 2018 6,005 11,964
Issue of shares 18 December 2018 305 $5,743 1,752
Issue of shares 11 January 2019 53 $5,743 304
Share issue transaction costs, net of tax (287)
Balance 30 June 2019 6,363 13,733
Issue of shares 23 July 2019 619 $7,643 4,731
Issue of shares to directors 29 July 2019 195 * 661
Issue of shares 31 August 2019 242 $7,643 1,850
Issue of shares 30 September 2019 113 $7,643 864
Issue of shares 31 October 2019 12 $7,643 92
Issue of shares 30 June 2020 636 $8,000 5,088
Share issue transaction costs, net of tax 398
Balance 30 June 2020 8,180 26,621

* These shares were issued over multiple financial periods which were issued with an average weighted price of $3,391.

Ordinary shares

Ordinary shares entitle the holder to participate in dividends and the proceeds on the winding up of the Company in
proportion to the number of and amounts paid on the shares held. The fully paid ordinary shares have no par value and
the Company does not have a limited amount of authorised capital.

On a show of hands every member present at a meeting in person or by proxy shall have one vote and upon a poll each
share shall have one vote.
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Note 23. Issued capital (continued)

Capital risk management

The Group's objectives when managing capital is to safeguard its ability to continue as a going concern, so that it can provide
returns for shareholders and benefits for other stakeholders and to maintain an optimum capital structure to reduce the cost
of capital.

Capital is regarded as total equity, as recognised in the statement of financial position, plus net debt. Net debt is calculated
as total borrowings less cash and cash equivalents.

In order to maintain or adjust the capital structure, the Group may adjust the amount of dividends paid to shareholders, return
capital to shareholders, issue new shares or sell assets to reduce debt.

The Group is subject to certain financing arrangements covenants and meeting these is given priority in all capital risk
management decisions. There have been no events of default on the financing arrangements during the financial year.

The capital risk management policy remains unchanged from the 2019 Annual Report.

Note 24. Other contributed equity
Consolidated
30 Jun 2020 30 Jun 2019
$'000 $'000

Other contributed equity - 2,221

Other contributed equity relates to amounts received in advance of share issuance. The Group subsequently issued the
shares in July 2019 and subsequently reclassified the balance to Issued Capital.

Note 25. Dividends

There were no dividends paid, recommended or declared during the current or previous financial year.

Note 26. Financial instruments

Financial risk management objectives

The Group's activities expose it to a variety of financial risks: market risk (interest rate risk), credit risk and liquidity risk. The
Group's overall risk management program focuses on the unpredictability of financial markets and seeks to minimise potential
adverse effects on the financial performance of the Group. The Group uses different methods to measure different types of
risk to which it is exposed. These methods include sensitivity analysis in the case of interest rate, foreign exchange and other
price risks and ageing analysis for credit risk.

The Group is exposed to risks arising from environmental changes as well as the financial risk in respect of agricultural
activities.

The primary financial risk associated with the Group’s agricultural activity occurs due to the length of time between expending
cash on the purchase, or planting and maintenance of agave plants, harvesting the plants and making the spirit, to receiving
cash from the sale of spirits to third parties. The Group’s strategy to manage this financial risk is to actively review and
manage working capital requirements, along with consultation with Agricultural experts.

Risk management is carried out by senior finance executives (‘finance’) under policies approved by the Board of Directors
('the Board"). These policies include identification and analysis of the risk exposure of the Group and appropriate procedures,
controls and risk limits. Finance identifies, evaluates and hedges financial risks within the Group's operating units. Finance
reports to the Board on a monthly basis.
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Note 26. Financial instruments (continued)

Market risk

Interest rate risk

The Group's main interest rate risk arises from long-term borrowings. Borrowings obtained at variable rates expose the Group
to interest rate risk.

Credit risk

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial loss to the
Group. The Group has a strict code of credit, including obtaining agency credit information, confirming references and setting
appropriate credit limits. The Group obtains guarantees where appropriate to mitigate credit risk. The maximum exposure to
credit risk at the reporting date to recognised financial assets is the carrying amount, net of any provisions for impairment of
those assets, as disclosed in the statement of financial position and notes to the financial statements. The Group does not
hold any collateral.

The Group has adopted a lifetime expected loss allowance in estimating expected credit losses to trade receivables through
the use of a provisions matrix. These provisions are considered representative across all customers of the Group based on
recent sales experience, historical collection rates and forward- looking information that is available.

Generally, trade receivables are written off when there is no reasonable expectation of recovery. Indicators of this include
the failure of a debtor to engage in a repayment plan, no active enforcement activity and a failure to make contractual
payments for a period greater than 1 year.

Liquidity risk
Vigilant liquidity risk management requires the Group to maintain sufficient liquid assets (mainly cash and cash equivalents)
and available borrowing facilities to be able to pay debts as and when they become due andpayable.

The Group manages liquidity risk by maintaining adequate cash reserves and available borrowing facilities by continuously
monitoring actual and forecast cash flows and matching the maturity profiles of financial assets and liabilities.

Remaining contractual maturities

The following tables detail the Group's remaining contractual maturity for its financial instrument liabilities. The tables have
been drawn up based on the undiscounted cash flows of financial liabilities based on the earliest date on which the financial
liabilities are required to be paid. The tables include both interest and principal cash flows disclosed as remaining contractual
maturities and therefore these totals may differ from their carrying amount in the statement of financial position.

Weighted Remaining
average 1 year or Between 1 contractual
interest rate less and 5years Over 5years Maturities
Consolidated - 30 Jun 2020 % $'000 $'000 $'000 $'000
Non-derivatives
Non-interest bearing
Trade and other payables 5,212 - - 5,212
Lease liability — land* 2,205 - - 2,205
Interest-bearing - variable
Lease liability — buildings 12.0% 616 3,386 6,753 10,755
Interest-bearing — fixed rate
Loan with Ankara Holdings Pty Ltd 16.10% - 1,820 - 1,820
Loan with Longreach Direct Lending Fund 7.78% - 10,000 - 10,000
Loan with Hydraservice Hardware Australia 1.25% - 338 - 338
Loan with Glankara Super Fund 3.82% - 692 - 692
Other related party loans 6.81% 1,695 - 1,695
Total non-derivatives 9,728 16,236 6,753 32,717

*  The lease liability - land is payable in less than twelve months therefore it is not discounted and no implicit interest is included.
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Note 26. Financial instruments (continued)

Weighted Remaining
average 1year or Between 1 contractual
interest rate less and S5years Over 5years maturities
Consolidated - 30 Jun 2019 % $'000 $'000 $'000 $'000
Non-derivatives
Non-interest bearing ) 2010 ) ) 2010
Trade and other payables
Related party payable - 1,410 - - 1,410
Interest-bearing - variable
Loan with Ankara Holdings Pty Ltd 12.99% - 1,990 - 1,990
Loan with LongReach Direct Lending Fund 13.75% - 3,946 - 3,946
Lease liability - buildings 12.0% 346 1,932 3,109 5,387
Interest-bearing - fixed rate
Loan with Ankara Holdings Pty Ltd 4.63% 504 - - 504
Loan with Hydraservice Hardware Australia 1.97% 338 - - 338
Total non-derivatives 4,608 7,868 3,109 15,585

The cash flows in the maturity analysis above are not expected to occur significantly earlier than contractually disclosed

above.

Note 27. Fair value measurement

The carrying amounts of trade and other receivables and trade and other payables are assumed to approximate their fair

values due to their short-term nature.

The fair value of financial liabilities is estimated by discounting the remaining contractual maturities at the current market

interest rate that is available for similar financial liabilities.

Note 28. Key management personnel disclosures

Compensation

The aggregate compensation made to directors and other members of key management personnel of the Group is set out

below:

Consolidated

30 Jun 2020 30 Jun 2019

$ $
Short-term employee benefits 497,375 486,687
Post-employment benefits - 22,837
Share based payments - 459,440

497,375 969,064
Equity contributions — 465 shares (2019: 176 shares) 3,615,756 1,010,768

In the 2019 financial year, the Group granted the Directors, who are considered key management personnel, shares in
exchange for their services during the financial year. No share based arrangements were entered into during the 2020
financial year for any key management personnel. The fair value of the services received as consideration for shares in Top
Shelf International Holdings Pty Ltd are referenced to the value at the share price from the most relevant equity raising.
These were granted evenly throughout the financial year with 80 shares granted at a weighted average price of $5,743

during the 2019 financial year. These equity-settled share based arrangements did not have any vesting conditions attached
therefore the full amount of shares granted has been expensed in each respective financial year. All shares were issued to
the Directors on 29 July 2020 resulting in a transfer of the share from reserves into issued capital.

38



Top Shelf International Holdings Ltd
Notes to the consolidated financial statements
30 June 2020

Note 29. Remuneration of auditors

During the financial year the following fees were paid or payable for services provided by Ernst & Young Australia, the auditor
of the Company:

Consolidated
30Jun 2020 30 Jun 2019
$ $

Audit services - Ernst & Young
Audit or review of the financial statements 145,950 100,550

Note 30. Contingent liabilities

The Group has given bank guarantees as at 30 June 2020 of $225,000 (2019: $50,000) to various landlords.
Note 31. Related party transactions

Parent entity
Top Shelf International Holdings Ltd is the parent entity.

Subsidiaries
Interests in subsidiaries are set out in note 33.

Key management personnel
Disclosures relating to key management personnel are set out in note 28.

Receivable from related parties
There were no trade receivables from related parties at the current and previous reporting date.

Loans to/from and payables to related parties
The following balances are outstanding at the reporting date in relation to loans and payables with related parties:

Consolidated
30 Jun 2020 30 Jun 2019

$ $
Current borrowings:
Loan from Fairchild Advisory Pty Ltd, a director related entity associated with Drew Fairchild 1,396,517 552,013
Loan from DanDrewFairchild Pty Ltd, a director related entity associated with Drew Fairchild 121,809 1,877
Related party payable from Jason Antony Redfern, director - 11,133
Related party payable from key management personnel - Sandra Hutchins - 350,000
Related party payable from key management personnel - Michael Brain - 100,000
Related party payable from key management personnel - Kim Graves - 200,000
Loan from key management personnel - Bill Batsilas 177,005 194,668
Loan from Ankara Holdings, a director related entity associated with Adem Karafili - 539,461
Loan from Hydraservice Hydraulic Hardware Australia Pty Ltd, an entity associated with an
employee - 337,750
Non-current borrowings:
Loan from Ankara Holdings, a director related entity associated with Adem Karafili 1,820,000 1,990,000
Loan from Glankara Super Fund, a director related entity associated with Adem Karafili 692,420 -
Loan from Hydraservice Hydraulic Hardware Australia Pty Ltd, an entity associated with an
employee 337,750 -

Terms and conditions
All loan transactions were made on normal commercial terms and conditions and at market rates. All related party payables
transactions are interest free.
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Note 32. Parent entity information
Set out below is the supplementary information about the parent entity.

Statement of profit or loss and other comprehensive income

Parent
30 Jun 2020 30 Jun 2019
$'000 $'000
Profit/(loss) after income tax (463) 820
Total comprehensive income (463) 820
Statement of financial position
Parent
30 Jun 2020 30Jun 2019
$'000 $'000
Total current assets 2,747 324
Total assets 41,522 25,439
Total current liabilities 2,358 2,883
Total liabilities 15,522 8,982
Equity
Issued capital 26,621 13,733
Other contributed equity - 2,221
Reserves 661
Retained profits (621) (158)
Total equity 26,000 16,457

The Group have concluded that the total assets of the parent entity is not impaired on that basis that the recent equity raising
is a proxy for FV of investments in subsidiaries.

Guarantees entered into by the parent entity in relation to the debts of its subsidiaries
The parent entity had no guarantees in relation to the debts of its subsidiaries as at 30 June 2020 and 30 June 2019.

Contingent liabilities
The parent entity had no contingent liabilities as at 30 June 2020 and 30 June 2019.

Capital commitments - Property, plant and equipment
The parent entity had no capital commitments for property, plant and equipment as at 30 June 2020 and 30 June 2019.

Significant accounting policies

The accounting policies of the parent entity are consistent with those of the Group, as disclosed in note 2, except for the

following:

e Investments in subsidiaries are accounted for at cost, less any impairment, in the parent entity.

e Dividends received from subsidiaries are recognised as other income by the parent entity and its receipt may be an
indicator of an impairment of the investment.
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Note 33. Interests in subsidiaries

The consolidated financial statements incorporate the assets, liabilities and results of the following subsidiaries in
accordance with the accounting policy described in note 2:

Ownership interest

Principal place of business / 30 Jun 2020 30 Jun 2019
Name Country of incorporation % %
Top Shelf International Packaging Pty Ltd Australia 100% 100%
Top Shelf International Brands Pty Ltd Australia 100% 100%
Top Shelf International Pty Ltd Australia 100% 100%

Note 34. Cash flow information

Reconciliation of loss after income tax to net cash used in operating activities

Consolidated
30 Jun 2020 30 Jun 2019

$'000 $'000
Loss after income tax benefit for the year (4,831) (2,815)
Adjustments:
Depreciation and amortisation 815 283
Finance costs 2,006 1,030
Share based payments - 459
Other non-cash items (24) -
Change in operating assets and liabilities:
Increase in trade and other receivables (1,364) (313)
Increase in inventories (2,759) (424)
Increase in deferred tax assets (1,855) (141)
Decrease/(increase) in prepayments (29) (187)
Increase in other assets (548) (275)
Increase in trade and other payables 3,327 1,018
Increase in employee benefits 152 40

Net cash used in operating activities (5,100) (1,325)
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Top Shelf International Holdings Ltd

Notes to the consolidated financial statements
30 June 2020

Note 34. Cash flow information (continued)

Changes in liabilities arising from financing activities

Borrowings — Borrowings — Lease Lease
related party external financier Liabilities - land Liabilities - buildings
$'000 $'000 $'000 $'000
Balance at 1 July 2018 1,625 - - 1,639
Additions 2,617 4,046 - 1,381
Repayments of principal - (100) - (136)
Other (43) - - (300)
Balance at 30 June 2019 4,199 3,946 - 2,583
Additions 1,208 6,100 2,697 2,944
Repayments of principal (904) (46) (492) (35)
Other - - - (529)
Balance at 30 June 2020 4,503 10,000 2,205 4,963

Note 35. Earnings per share

Consolidated

30Jun 2020 30 Jun 2019
$'000 $'000
Loss after income tax attributable to the owners of Top Shelf International Holdings Ltd (4.831) (2,815)
Number Number
Weighted average number of ordinary shares used in calculating basic earnings per share 7,229 6,193
Weighted average number of ordinary shares used in calculating diluted earnings per share 7,229 6,388
Cents Cents
Basic earnings per share (66,828.05)  (45,454.54)
Diluted earnings per share (66,828.05) (44,067.00)

Note 36. Events after the reporting period

The Group is in the process of preparing for an initial public offering (Offer) of fully paid ordinary shares in Top Shelf, with

plans to have the Offer completed before the end of the 2020 calendar year.

No other matter or circumstance has arisen since 30 June 2020 that has significantly affected, or may significantly affect the

Group's operations, the results of those operations, or the Group's state of affairs in future financial years.

42



Top Shelf International Holdings Ltd
Directors’ declaration

30 June 2020

In the directors' opinion:

* the attached financial statement

Adem Karafili ,

Foundey/and Managing Director Chair

[U]_October 2020
Melbourne
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Independent auditor’s report to the members of Top Shelf International
Holdings Ltd (formerly Top Shelf International Holdings Pty Ltd)

Opinion

We have audited the financial report of Top Shelf International Holdings Ltd (the Company) and its
subsidiaries (collectively the Group), which comprises the consolidated statement of financial position
as at 30 June 2020, the consolidated statement of profit and loss and comprehensive income,
consolidated statement of changes in equity and consolidated statement of cash flows for the year
then ended, notes to the financial statements, including a summary of significant accounting policies,
and the directors’ declaration.

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

a. Giving a true and fair view of the consolidated financial position of the Group as at 30 June 2020
and of its consolidated financial performance for the year ended on that date; and

b. Complying with Australian Accounting Standards and the Corporations Regulations 2001.

Basis for opinion

We conducted our audit in accordance with Australian Auditing Standards. Our responsibilities under
those standards are further described in the Auditor’s responsibilities for the audit of the financial
report section of our report. We are independent of the Group in accordance with the auditor
independence requirements of the Corporations Act 2001 and the ethical requirements of the
Accounting Professional 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 also fulfilled our other ethical responsibilities in accordance with
the Code.

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

Emphasis of Matter
Material Uncertainty Related to Going Concern

We draw attention to Note 2 in the financial report, which indicates that the Group is pursuing strategies
to secure further funding to support its continued expansion plans.

Inability to successfully execute these strategies may cast significant doubt on the Group’s ability to
continue as a going concern, therefore whether it will realise its assets and liabilities in the normal
course of business and at the amounts stated in the financial report. Our opinion is not modified in
respect of this matter.

A member firm of Ernst & Young Global Limited
Liability limited by a scheme approved under Professional Standards Legislation
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Information other than the financial report and auditor’'s report thereon

The directors are responsible for the other information. The other information is the directors’ report
accompanying the financial report.

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

In connection with our audit of the financial report, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the financial
report or our knowledge obtained in the audit or otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of this
other information, we are required to report that fact. We have nothing to report in this regard.

Responsibilities of the directors for the financial report

The directors of the Company are responsible for the preparation of the financial report that gives a
true and fair view in accordance with Australian Accounting Standards and the Corporations Act 2001
and for such internal control as the directors determine is necessary to enable the preparation of the
financial report that gives a true and fair view and is free from material misstatement, whether due to
fraud or error.

In preparing the financial report, the directors are responsible for assessing the Group's ability to
continue as a going concern, disclosing, as applicable, matters relating to going concern and using the
going concern basis of accounting unless the directors either intend to liquidate the Group or to cease
operations, or have no realistic alternative but to do so.

Auditor’'s responsibilities for the audit of the financial report

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

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

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

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

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

A member firm of Ernst & Young Global Limited
Liability limited by a scheme approved under Professional Standards Legislation
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» Conclude on the appropriateness of the directors’ use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to
events or conditions that may cast significant doubt on the Group's ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in
our auditor’s report to the related disclosures in the financial report or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up
to the date of our auditor's report. However, future events or conditions may cause the Group to
cease to continue as a going concern.

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

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

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

J

Ernst & Young

Brett Croft
Partner
Melbourne

19 October 2020
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