FUTURE FIBRE TECHNOLOGIES LTD
ABN 67 064 089 318
AND CONTROLLED ENTITIES

HALF-YEAR INFORMATION
FOR THE SIX MONTHS ENDED 31 DECEMBER 2017
PROVIDED TO THE ASX UNDER LISTING RULE 4.2A.3

This half-year financial report is to be read in conjunction with the financial
report for the year ended 30 June 2017.
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Rule 4.2A.3

Appendix 4D
Half Year Report for the six months to 31 December 2017
Future Fibre Technologies Limited
Name of entity._________________________________________________________________________
67 064 089 318
ABN or equivalent company reference: _____________________________________________________

1.

Reporting period

31 December 2017
Report for the half year ended: ____________________________________________________________
Previous corresponding periods:

2.

Financial year ended 30 June 2017
Half- year ended 31 December 2016

Results for announcement to the market
Revenues from ordinary activities (item 2.1)

up/down

44%

to

8,561,000

Profit (loss) from ordinary activities after tax
attributable to members (item 2.2)

up/down

107%

to

206,000

Net profit (loss) for the period attributable to members
(item 2.3)

up/down

107%

to

206,000

Dividends (item 2.4)

Amount per security

Franked amount per
security

Interim dividend

Nil ¢

Nil ¢

Final dividend

Nil ¢

Nil ¢

Previous corresponding period

Nil ¢

Nil ¢

Record date for determining entitlements to the dividend
(item 2.5)

Not applicable

Brief explanation of any of the figures reported above necessary to enable the figures to be understood
(item 2.6): Net profit for the period for the consolidated entity was $114,000, including non-controlling
interests share of a loss of $92,000.

3.

Net tangible assets per security (item 3)

Net tangible asset backing per ordinary
security

Current period

Previous corresponding
period

7.1 cents

14.6 cents
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4.

Details of entities over which control has been gained or lost during the
period: (item 4)

Control gained over entities
Name of entities (item 4.1)

Date(s) of gain of control (item
4.2)

MaxSec Group Limited (ASX:MSP) and controlled
entities

29 November 2017

Contribution to consolidated profit (loss) from ordinary
activities after tax by the controlled entities since the date(s)
in the current period on which control was acquired (item
4.3)
Profit (loss) from ordinary activities after tax of the
controlled entities for the whole of the previous
corresponding period (item 4.3)

$ (778,000)

$ (1,613,000)

Loss of control of entities
Name of entities (item 4.1)

Date(s) of loss of control (item
4.2)

Not applicable

Not applicable

Contribution to consolidated profit (loss) from ordinary
activities after tax by the controlled entities to the date(s) in
the current period when control was lost (item 4.3).
Profit (loss) from ordinary activities after tax of the
controlled entities for the whole of the previous
corresponding period (item 4.3)
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$ Nil

$ Nil

5.

Dividends (item 5)

Interim dividend
year ended 30 June 2017
Final dividend
year ended 30 June 2017

Date of payment

Total amount of dividend

N/A

$ Nil

N/A

$ Nil

Amount per security
Amount per
security

Franked
amount per
security at

Amount per
security of
foreign
sourced
dividend

% tax
Total dividend:

Current year

Nil ¢

Nil ¢

Nil ¢

Previous year

Nil ¢

Nil ¢

Nil ¢

Total dividend on all securities
Current period $A'000

Previous
corresponding
Period - $A'000

Ordinary securities (each class separately)

Nil

Nil

Preference securities (each class separately)

Nil

Nil

Other equity instruments (each class separately)

Nil

Nil

Nil

Nil

Total

6.

Details of dividend or distribution reinvestment plans in operation are
described below (item 6):

N/A

The last date(s) for receipt of election notices for
participation in the dividend or distribution reinvestment plan
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N/A

7.

Details of associates and joint venture entities (item 7)
Name of associate or joint venture entity

%Securities held

N/A

N/A

Aggregate share of profits (losses) of associates and joint venture entities
Group’s share of associates’ and joint venture
entities’:

2017
$

2016
$

Profit (loss) from ordinary activities before tax
Income tax on ordinary activities
Net profit (loss) from ordinary activities after tax
Adjustments
Share of net profit (loss) of associates and joint
venture entities

8.

The financial information provided in the Appendix 4D is based on the half
year condensed financial report (attached).

9.

Independent review of the financial report (item 9)
(Select appropriate option)
The financial report has been independently reviewed. The financial report is not
subject to a qualified independent review statement.

10.

Matters relating to a qualified independent review statement
A description of the dispute or qualification in respect of the independent review
of the half-year financial report is provided below (item 9)

N/A
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FUTURE FIBRE TECHNOLOGIES LIMITED
ABN: 67 064 089 318
AND CONTROLLED ENTITIES
CONDENSED FINANCIAL REPORT
FOR THE HALF-YEAR ENDED
31 DECEMBER 2017
This half-year condensed financial report is to
be read in conjunction with the financial report
for the year ended 30 June 2017
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FFT Half Year Report

DIRECTORS’ REPORT
FOR THE HALF-YEAR ENDED
31 DECEMBER 2017

The directors present their report together with the condensed financial report of the consolidated entity consisting
of Future Fibre Technologies Limited (the Company) and its controlled entities (the Group) for the half-year ended 31
December 2017 and independent review report thereon. This financial report has been prepared in accordance with
AASB 134 Interim Financial Reporting.
Directors names
The names of the directors in office at any time during or since the end of the half-year are:
Name

Period of directorship

Terence (Terry) Winters

Director since 9 September 2004 (Appointed Chairman 14 October 2016)

Robert Broomfield

Director since 27 February 2008

Dr Fred Davis

Director since 11 March 2015

Mark Stevens

Director since 11 March 2015

Chris Fergus

Director since 14 October 2016

The directors have been in office since the start of the financial period to the date of this report unless otherwise stated.
On 12 February 2018 the Company announced that Chris Fergus was appointed Group Chief Executive Officer with
immediate effect and from that date becomes an executive director. Robert Broomfield has been appointed in the new
role of Chief Operating Officer – Technology Division and remains as an executive director of the Company. Terry Winters
remains Chairman and both Dr Fred Davis and Mark Stevens remain as Non-Executive Directors of the Company.
Review of operations
Sales revenue increased by 44% to $8.6 million in comparison to the same period last year (1H2017: $5.9 million), while
gross margin (sales revenue less cost of raw materials and consumables used) also improved to 65% (1H2017: 58%) and
was 70% on a like for like basis, excluding the operations of MaxSec. Sales revenues on a like for like basis were 35%
higher than the corresponding period.
During the half year ended 31 December 2017 the Company announced a takeover offer for ASX Listed MaxSec Group
Limited (“MaxSec”). The offer successfully closed in December 2017 with FFT acquiring a controlling 86.8% stake in the
business.
Following this the Company has reported a consolidated loss for the half-year before tax of $953,000 (1H2017: loss
of $3,020,000). This result includes a number of significant one-time items associated with the acquisition including
transaction costs of $213,000 and a loss on the fair value of FFT’s initial investment in MaxSec Group of $246,000. The
Company reported a consolidated profit after tax for the half-year of $114,000 (1H2017: loss of $3,020,000). This is after
the recognition of $1,067,000 of previously unbooked tax credits used to offset the deferred tax liability on acquisition
to $nil.
MaxSec contributed $509,000 in revenues to the consolidated results and a loss before tax of $778,000.
The loss by MaxSec during December 2017 is primarily the result of seasonally low sales by its BQT operations whilst
maintaining a largely fixed operating cost base.
The Company’s balance sheet remains strong with a cash balance of $9.5 million (30 June 2017: $6.9 million).
Receivables for the half-year amounted to $3.7 million (30 June 2017: $5.0 million).
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DIRECTORS’ REPORT
FOR THE HALF-YEAR ENDED
31 DECEMBER 2017

The company has continued to invest in the development of innovative intellectual property to further enhance the
capability of the Company’s solutions in both perimeter fence and buried applications.
The improvement in half-year revenue over the prior corresponding period is a direct result of our investment in sales
and marketing processes and capability and in part driven by strong interest in the Company’s new Aura Ai product.
Despite the competitive nature of the global security market, particularly in large highly bid contracts, the Company’s
gross margin significantly improved - reflecting the market leading position of FFT’s perimeter security products and
strong interest in the new Aura Ai product.
The newly acquired MaxSec business operations in access control (BQT) and secure international logistics (AVA) will
significantly contribute to the Company’s sales in the second half of the 2018 financial year.
The Company has a clear integration plan ensuring that the identified synergies will be achieved during the remainder
of 2018. The Company has identified immediate annual recurring cost savings of $775,000 and expects to achieve a
further $200,000 per annum subject to the delisting of MaxSec. The business will also continue to invest in its global
sales and technical support capability, as well as pursuing additional revenue opportunities through its expanded
market reach, following the MaxSec acquisition.
As a result of the integration of the newly acquired business the Board has decided to focus the business on two key
market segments being Technology, including perimeter security, access control and smart locking products and
Services, initially secure international logistics and risk consulting.
In line with the expanded scale of its business operations the Group has recently announced a new organisational
structure, under the leadership of a newly appointed Group Chief Executive Officer Chris Fergus.
Other than the matters noted above there has been no matter or circumstance, which has arisen subsequent to 31
December 2017 that has significantly affected or may significantly affect the operations of the consolidated entity, or
the results of those operations, or the state of affairs of the consolidated entity.
Auditor’s independence declaration
A copy of the auditor’s independence declaration as required under section 307C of the Corporation Act 2001 in
relation to the review for the half-year is provided with this report.
Rounding of amounts to nearest thousand dollars
In accordance with ASIC Corporations (Rounding in Financial/Directors’ Reports) Instrument 2016/191, the amounts in
the directors’ report have been rounded to the nearest one thousand dollars, or in certain cases, to the nearest dollar
(where indicated).
Signed in accordance with a resolution of the directors:

Terry Winters
Chairman
27 February 2018
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE HALF-YEAR ENDED 31 DECEMBER 2017
Half Year
31 Dec
2017
$’000

31 Dec
2016
$’000

8,561

5,947

235

444

8,796

6,391

Cost of raw materials and consumables used

(3,025)

(2,474)

Employee benefits expense

(3,557)

(3,767)

Research and development

(184)

(724)

Advertising and marketing

(104)

(269)

Travel and entertainment costs

(283)

(337)

Facilities and office expenses

(334)

(382)

Compliance, legal, and administration

(891)

(516)

Provision for impairment of receivables

(21)

(15)

(471)

(357)

(1)

(3)

Impairment of investments

(246)

-

Unrealised foreign exchange losses

(301)

-

Other expenses

(331)

(567)

(9,749)

(9,411)

(953)

(3,020)

1,067

-

114

(3,020)

Equity holders of the parent company

206

(3,020)

Non-controlling interests

(92)

-

114

(3,020)

Notes
Revenue and Other Income
Sales revenue
Other income

4

Less: Expenses

Depreciation and amortisation expenses
Finance costs

Loss before income tax expense
Income tax benefit / (expense)
Net profit / (loss) for the half year

3

Attributable to:

The accompanying notes form part of these condensed consolidated financial statements.
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME (Cont’d)
FOR THE HALF-YEAR ENDED 31 DECEMBER 2017
Half Year
31 Dec
2017
$’000

31 Dec
2016
$’000

Exchange fluctuations on translation of foreign operations, net of tax

70

(370)

Total other comprehensive income/(loss) for the half-year

70

(370)

184

(3,390)

Equity holders of the parent company

271

(3,390)

Non-controlling interests

(87)

-

184

(3,390)

Basic earnings / (loss) per share

0.09

(2.46)

Diluted earnings / (loss) per share

0.09

(2.46)

Other comprehensive income
Items to be reclassified subsequently to profit or loss

Total comprehensive income/(loss) for the half-year
Attributable to:

Profit / (Loss) per share from operations attributable to equity
holders of the parent entity:

The accompanying notes form part of these condensed consolidated financial statements.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2017
31 Dec
2017
$’000

30 June
2017
$’000

9,493

6,945

Receivables

3,743

4,985

Inventories

4,668

4,206

494

320

18,398

16,456

964

1,012

12,763

2,758

Total non-current assets

13,727

3,770

Total assets

32,125

20,226

2,825

2,220

-

15

1,523

1,089

4,348

3,324

Provisions

30

36

Total non-current liabilities

30

36

4,378

3,360

27,747

16,866

Notes
ASSETS
Current assets
Cash and cash equivalents

7

Other current assets
Total current assets
Non-current assets
Plant and equipment
Intangible assets

LIABILITIES
Current liabilities
Payables
Borrowings
Provisions
Total current liabilities
Non-current liabilities

Total liabilities
Net assets
Equity
Contributed capital

8

55,221

44,183

Reserves

9

(636)

625

Accumulated losses

(27,736)

(27,942)

Equity attributable to equity holders of the parent

26,849

16,866

898

-

27,747

16,866

Non-controlling interests
Total equity

The accompanying notes form part of these condensed consolidated financial statements.

8

FFT Half Year Report

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

-

-

Exchange fluctuations
on translation of foreign
operations, net of tax

-

-

(370)

Total comprehensive
income for the half-year

-

-

300

Share based payments
Dividends paid

- (20,122)

24,224

-

24,224

(3,020)

(3,020)

-

(3,020)

-

-

(370)

(370)

-

(3,020)

(3,390)

-

(3,390)

-

-

-

-

300

-

300

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

300

-

-

-

-

300

-

300

44,183

397

(304)

- (23,142)

21,134

-

21,134

44,183

477

148

Other Equity
Reserve $’000

Total Equity $’000

-

Non-controlling
Interest $’000

-

Total
$’000

Loss for the half-year

Accumulated
losses $’000

Foreign Exchange
Translation
Reserve $’000
66

Foreign Exchange
Translation
Reserve $’000

Share Options
Reserve
$’000
397

Share Options
Reserve
$’000

43,883

Balance as at 1 July 2016

Contributed
equity
$’000

Contributed
equity
$’000

FOR THE HALF-YEAR ENDED 31 DECEMBER 2017

(370)

Non-controlling
Interest $’000

Total Equity $’000

Balance as at 1 July 2017

Total
$’000

Balance as at 31 December
2016

- (27,942)

16,865

-

16,865

206

206

(92)

114

Other Equity
Reserve $’000

Share issue

Accumulated
losses $’000

Transactions with owners
in their capacity as owners:

Profit for the half-year
Exchange fluctuations
on translation of foreign
operations, net of tax

-

-

65

-

-

65

5

70

Total comprehensive
income for the half-year

-

-

65

-

206

271

(87)

184

11,038

-

-

(1,721)

-

9,318

985

10,303

Share based payments

-

395

-

-

-

395

-

395

Dividends paid

-

-

-

-

-

-

-

-

11,038

395

-

(1,721)

-

9,713

985

10,698

55,221

872

213

(1,721) (27,736)

26,849

898

27,747

Transactions with owners
in their capacity as owners:
Share issue

Balance as at 31 December
2017

The accompanying notes form part of these condensed consolidated financial statements.
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CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE HALF-YEAR ENDED 31 DECEMBER 2017
Half Year
31 Dec
2017
$’000

31 Dec
2016
$’000

Receipts from customers

9,833

7,134

Receipts from R&D tax incentives

1,268

617

(8,069)

(8,268)

Finance costs paid

(1)

(3)

Interest received

26

102

3,057

(418)

1

-

(14)

(158)

(1,845)

-

Payment for intellectual property

(350)

(1,627)

Cash acquired through acquisition of MaxSec Group

1,875

-

Net cash used in investing activities

(333)

(1,785)

Proceeds from share issue

-

300

Repayment of borrowings

(15)

(4)

Net cash provided by / (used in) financing activities

(15)

296

2,709

(1,907)

(161)

(458)

Cash and cash equivalents at beginning of half-year

6,945

12,119

Cash and cash equivalents at end of the half-year

9,493

9,754

Cash flow from operating activities

Payments to suppliers and employees

Net cash provided by / (used in) operating activities
Cash flow from investing activities
Proceeds from sale of plant and equipment
Payment for plant and equipment
Payment for initial investment in MaxSec Group

Cash flow from financing activities

Net increase / (decrease) in cash and cash equivalents
Foreign exchange differences on cash

The accompanying notes form part of these condensed consolidated financial statements.

10

FFT Half Year Report

NOTES TO THE CONDENSED CONSOLIDATED HALF-YEAR FINANCIAL REPORT
NOTE 1: BASIS OF PREPARATION OF THE CONDENSED HALF-YEAR FINANCIAL REPORT
(a) Basis of preparation
This condensed consolidated half-year financial report has been prepared in accordance with Australian Accounting
Standard AASB 134 Interim Financial Reporting, as appropriate for for-profit entities, and the Corporations Act 2001.
Compliance with AASB 134, as appropriate for for-profit entities, ensures compliance with International Financial
Reporting Standard IAS 34 Interim Financial Reporting.
The accounting policies applied in this half-year financial report are consistent with those of the annual financial
report for the year ended 30 June 2017 and the corresponding half-year.
This condensed consolidated half-year financial report does not include all the notes of the type usually included in an
annual financial report.
It is recommended that this half-year financial report be read in conjunction with the annual financial report for the
year ended 30 June 2017 and any public announcements made by Future Fibre Technologies Limited during the halfyear in accordance with any continuous disclosure obligations arising under the Corporations Act 2001.
The half-year financial report was authorised for issue by the directors as at the date of the directors’ report.
(b) Rounding amounts
In accordance with ASIC Corporations (Rounding in Financial/Directors’ Reports) Instrument 2016/191, the amounts in
the financial report have been rounded to the nearest one thousand dollars, or in certain cases, to the nearest dollar
(where indicated).
(c) Critical accounting estimates and assumptions
The consolidated entity makes estimates and assumptions concerning the future. The resulting accounting estimates
will, by definition, seldom equal the related actual results. The estimates and assumptions that have a significant risk of
causing a material adjustment to the carrying amounts of assets and liabilities within the next financial year are:
(i) Assessing the carrying of tangible and intangible assets
(ii) Share-based payment transactions
Refer to page 55 of the company’s Annual Report for the year ended 30 June 2017 for further details.
(d) Accounting standards issued but not yet effective at 31 December 2017
AASB 2 Clarification and measurement of share-based payment transactions
Amendments to AASB 2 Share Based Payments will clarify how to account for certain types of share-based payments.
The effective date is annual reporting periods beginning on or after 1 July 2018.
A full assessment is yet to be carried out. Impacts on the reported financial position and performance have not yet
been determined.
AASB 15 Revenue from contracts with customers
AASB 15 introduces a five step process for revenue recognition with the core principle being for entities to recognise
revenue to depict the transfer of goods or services to customers in amounts that reflect the consideration (that is,
payment) to which the entity expects to be entitled in exchange for those goods or services. The five step approach is
as follows:
• Step 1: Identify the contracts with the customer;
• Step 2: Identify the separate performance obligations;
• Step 3: Determine the transaction price;
• Step 4: Allocate the transaction price; and
• Step 5: Recognise revenue when a performance obligation is satisfied.
AASB 15 will also result in enhanced disclosures about revenue, provide guidance for transactions that were not
previously addressed comprehensively (for example, service revenue and contract modifications) and improve
guidance for multiple-element arrangements.

The accompanying notes form part of these condensed consolidated financial statements.
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NOTES TO THE CONDENSED CONSOLIDATED HALF-YEAR FINANCIAL REPORT (Cont’d)
The effective date is annual reporting periods beginning on or after 1 January 2018.
The changes in revenue recognition requirements in AASB 15 may cause changes to the timing and amount of
revenue recorded in the financial statements as well as additional disclosures. The Company has completed an initial
review of its customer contracts and expects to complete further work in order to determine the effects of these
changes on revenue recognition during the year. The impact of AASB 15 has not yet been quantified.
AASB 9 Financial Instruments
AASB 9 makes significant revisions to the classification and measurement of financial assets, where they are measured
at either amortised cost or fair value. The amortised cost reduces the number of categories and simplifying the
measurement choices, including the removal of impairment testing of assets measured at fair value. The amortised
cost model is available for debt assets meeting both business model and cash flow characteristics tests.
Impairment of assets is now based on expected losses in AASB 9 which requires entities to measure:
• the 12-month expected credit losses (expected credit losses that result from those default events on the
financial instrument that are possible within 12 months after the reporting date); or
• full lifetime expected credit losses (expected credit losses that result from all possible default events over the
life of the financial instrument.
The effective date is annual reporting periods beginning on or after 1 January 2018.
Impacts on the reported financial position and performance have not yet been determined.
AASB 16 Leases
AASB 16 requires lessees to account for all leases under a single on-balance sheet model in a similar way to finance
leases under AASB 117 Leases. The standard includes two recognition exemptions for lessees – leases of ’low-value’
assets (e.g., personal computers) and short-term leases (i.e., leases with a lease term of 12 months or less). At the
commencement date of a lease, a lessee will recognise a liability to make lease payments (i.e., the lease liability) and an
asset representing the right-to-use the underlying asset during the lease term (i.e., the right-of-use asset).
Lessees will be required to separately recognise the interest expense on the lease liability and the depreciation
expense on the right-of-use asset.
Lessees will be required to remeasure the lease liability upon the occurrence of certain events (e.g., a change in
the lease term, a change in future lease payments resulting from a change in an index or rate used to determine
those payments). The lessee will generally recognise the amount of the re-measurement of the lease liability as an
adjustment to the right-of-use asset.
The changes in lease recognition requirements in AASB 16 may cause changes to the amount of interest and
operating expenses, leased assets and lease liabilities recorded in the financial statements as well as additional
disclosures.
The effective date is annual reporting periods beginning on or after 1 January 2019.
The impact of AASB 16 has not yet been quantified.
IFRIC 23 Uncertain Tax Positions
The Interpretation clarifies the application of the recognition and measurement criteria in IAS 12 Income Taxes when
there is uncertainty over income tax treatments. The Interpretation specifically addresses the following:
• Whether an entity considers uncertain tax treatments separately
• The assumptions an entity makes about the examination of tax treatments by taxation authorities
• How an entity determines taxable profit (tax loss), tax bases, unused tax losses, unused tax credits and tax rates
• How an entity considers changes in facts and circumstances.
The effective date is annual reporting periods beginning on or after 1 January 2019.
The impact of IFRIC 23 has not yet been quantified.

The accompanying notes form part of these condensed consolidated financial statements.
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NOTES TO THE CONDENSED CONSOLIDATED HALF-YEAR FINANCIAL REPORT (Cont’d)
NOTE 2: RELATED PARTY DISCLOSURES
There have been no related party transactions other than those between the Company and its subsidiaries during the
half year ended 31 December 2017.
NOTE 3: BUSINESS COMBINATIONS
On 29 November 2017, the Group acquired an additional 45% of the voting shares of MaxSec Group Limited (MaxSec),
a company listed on the Australian stock exchange that specialises in the access control and locking products and
international secure logistics services. The shares were acquired through an all scrip off-market takeover offer. This
brought the Company’s total ownership in MaxSec to 58% following an earlier purchase of 13% of the voting share of
MaxSec for cash consideration of $1,845,000 in September 2017. The Group has acquired MaxSec because it expands
both its existing product portfolio and customer base. The acquisition has been accounted for using the acquisition
method. The half year consolidated financial statements include the results of MaxSec for the one month period from
the acquisition date.
The below purchase price acquisition accounting is preliminary. The fair value of the net assets acquired may
subsequently be adjusted, with a corresponding adjustment to goodwill prior to 29 November 2018 (one year after
the transaction).
The fair values of the identifiable assets and liabilities of MaxSec as at the date of acquisition were:
Fair value
recognised on
acquisition
$’000
Assets
Cash

1,875

Trade receivables

1,351

Inventories

1,251

Other receivables

222

Other current assets

410

Property, plant and equipment

102

Patents

170

Product development

1,284

Trademarks

1,264

Customer base

1,165

Customer contracts

1,282
10,376

Liabilities
Trade payables

965

The accompanying notes form part of these condensed consolidated financial statements.
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NOTES TO THE CONDENSED CONSOLIDATED HALF-YEAR FINANCIAL REPORT (Cont’d)
Other payables

615

Provisions

260

Deferred tax liability

1,067
2,907

Total identifiable net assets at fair value

7,469

Non-controlling Interest (42%)

(3,135)

Goodwill arising on acquisition

4,826

Purchase consideration transferred

9,160

Analysis of cash flow on acquisition:
Net cash acquired with the subsidiary (included in cash flows from investing activities)
Cash paid for initial 13% equity interest

1,875
(1,845)

Net cash flow on acquisition

Gross carrying amount (and Net book value)

30

Goodwill
$’000

At 1 July 2017

-

Acquisition of a subsidiary

4,826

At 31 December 2017

4,826

Purchase consideration transferred
Consideration for the acquisition was 1 new share of the Company for every 4 MaxSec shares.
The Company issued 53,104,012 shares at a fair value of $7,169,000 as at 29 November 2017. This was the date that the offer
became unconditional and control was achieved. This resulted in a 42% non-controlling interest at 29 November 2017.
The Company also issued 5,050,000 share options at a fair value of $392,000 as at 29 November 2017. These options
were issued to MaxSec option holders at a ratio of 1 Company option for every 4 MaxSec options. Other terms and
conditions of the options are consistent with the terms and conditions of the MaxSec options which they replaced.
Consideration

$’000

53,104,012 ordinary shares

7,169

Fair value of existing 13% interest before the business combination

1,599

Fair value of share options granted

392
9,160

The accompanying notes form part of these condensed consolidated financial statements.
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NOTES TO THE CONDENSED CONSOLIDATED HALF-YEAR FINANCIAL REPORT (Cont’d)
Between 30 November and 21 December 2017, the Company issued 33,961,987 shares at a fair value of $3,870,000.
These share issues were transactions with non-controlling interest. As such at 31 December 2017, the Company’s
equity interest in MaxSec totals 87%.
At the date of the acquisition, the fair value of the trade receivables was $1,351,000. The gross amount of trade
receivables is $1,351,000. At 31 December 2017, none of the trade receivables have been impaired.
From the date of acquisition, MaxSec has contributed $509,000 of revenue and a loss of $(778,000) to the net profit
before tax from the operations of the Group. If the acquisition had taken place at the beginning of the financial year,
revenue from operations would have been $13,246,000 and the loss before tax from operations for the period would
have been $1,919,000.
The goodwill recognised is primarily attributed to the expected synergies and other benefits from combining the
assets and activities of MaxSec with the Group. The goodwill is not deductible for income tax purposes.
Transaction costs of $213,000 have been expensed and are included in Compliance, legal and administration expenses
in the consolidated income statement and are part of operating cash flows in the statement of cash flows.
FFT recognised a loss of $246,000 as a result of measuring at fair value its 13 per cent equity interest in MaxSec Group
held before the business combination. The loss is included in “impairment of investments” in the statement of
comprehensive income for the half year ended 31 December 2017.
A tax benefit to the extent of the deferred tax liability on acquisition has been recognised in the consolidated
statement of comprehensive income.
NOTE 4: OTHER INCOME
Half Year
31 Dec
2017
$’000

31 Dec
2016
$’000

188

150

Interest received

25

199

Other income

22

95

235

444

Foreign exchange gains

NOTE 5: DIVIDENDS
There have been no dividends declared or paid during the half year ended 31 December 2017 (HY2017: $nil).
NOTE 6: SEGMENT INFORMATION
(a) Description of segments
The Board of Directors of Future Fibre Technologies Limited is the Chief Operating Decision Maker (CODM) and
monitors the operating results of its business units separately for the purpose of making decisions about resource
allocation and performance assessment. Segment performance is evaluated based on profit or loss and is measured
consistently with profit or loss in the consolidated financial statements.
On 12 February 2018 the company announced an intention to organise itself into a Technology segment and a
Services Segment. However this is intended to be effective in the coming months. For the duration of the half year
to 31 December 2017 the Group has been organised into one main operating segment. Prior to the acquisition of
MaxSec Group Limited on 29 November 2017 Future Fibre Technologies Limited (Australian parent) is the owner of
the Intellectual property, performs all product manufacturing, sales and distribution of products, and is responsible for
providing the after sales support of all products sold. All of the Group’s activities are interrelated, and discrete financial
information is reported to the Board as a single segment. Accordingly, all significant operating decisions are based
upon analysis of the Group as one segment. The financial results from this segment are equivalent to the financial
statements of the Group as a whole.
The accompanying notes form part of these condensed consolidated financial statements.
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NOTES TO THE CONDENSED CONSOLIDATED HALF-YEAR FINANCIAL REPORT (Cont’d)
Transfer prices between operating segments are on an arm’s length basis in a manner similar to transactions with third
parties.
NOTE 7: CASH AND CASH EQUIVALENTS
31 Dec
2017
$’000

30 June
2017
$’000

Cash at bank and on hand

2,545

1,434

Cash on deposit

6,948

5,511

9,493

6,945

NOTE 8: CONTRIBUTED EQUITY
During the half year ended 31 December 2017 the company issued 87,065,999 shares as consideration in a takeover
offer for the shares of MaxSec Group Limited. The Company received shares in MaxSec Group Limited in consideration
during the half year in relation to these share issues.
The Company issued shares on the conversion of options for consideration of $300,000 during the year ended 30 June
2017. Refer to page 70 of the company’s Annual Report for the year ended 30 June 2017 for further details.
Number of
shares

$’000

At 1 July 2017

124,028,440

44,183

Shares issued

87,065,999

11,038

-

-

At 31 December 2017

211,094,439

55,221

At 1 July 2016

122,228,440

43,883

Shares issued

1,800,000

300

-

-

124,028,440

44,183

Parent Entity
(b) Movement in ordinary shares on issue

Transaction costs

Transaction costs
At 30 June 2017

The accompanying notes form part of these condensed consolidated financial statements.
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NOTES TO THE CONDENSED CONSOLIDATED HALF-YEAR FINANCIAL REPORT (Cont’d)
NOTE 9: OTHER EQUITY
Other equity represents the difference between the fair value of ordinary shares issued to acquire non-controlling
interest and the initial value of non-controlling interests.
NOTE 10: CONTINGENT LIABILITIES
The AVA Global performance plan allows for senior employees of AVA Global to share in a pooled allocation of up to
32.7% of the exit value of AVA Global in excess of $5 million or the debt and equity funding provided to AVA Global to
run the business, whichever is greater. In addition, the plan provides for a shared annual bonus pool of 32.7% of the
net profits that the AVA Global business unit generates. The incentives are payable in cash conditional upon meeting
pre-defined KPI’s by the executives. The performance plan expires if the executive resigns or their employment is
terminated by the company within the first 3 years. Otherwise the performance plan terminates on 1 February 2021.
Other than the above the Group had no contingencies at 31 December 2017 (30 June 2017: None).
NOTE 11: FAIR VALUES
The fair values of financial assets and financial liabilities approximate their carrying amounts as disclosed in the
consolidated statement of financial position and notes to the condensed financial report.
NOTE 12: SUBSEQUENT EVENTS
On 12 February 2018 the Group announced that it had commenced integration activities associated with its
acquisition of MaxSec Group Limited. This included a decision that going forward the merged Group will operate
under two divisions – a Services Division (AVA) and a Technology Division (FFT and BQT).
The company also announced several senior leadership appointments including that Chris Fergus has been appointed
Group Chief Executive Officer. Chris will be employed under an inter-group Services Agreement (between FFT and
MSP subsidiary AVA Global DMCC).
Leigh Davis will assume the role of Group Chief Financial Officer.
Rob Broomfield has been appointed Chief Operating Officer of the Technology Division and Mark Horton has been
appointed Sales and Marketing Director of the Technology Division.
Geoff Cleaves will remain as Chief Executive Officer of MSP.
James Alston and Stefan Dingeldein have been appointed Chief Operating Officer and Sales and Marketing Director of
the Services Division respectively.
All of the above senior roles will report directly to the Group Chief Executive Officer.
Other than the changes noted above there has been no matter or circumstance, which has arisen since 31 December
2017 that has significantly affected or may significantly affect:
(a) the operations subsequent to 31 December 2017, of the consolidated entity, or
(b) the results of those operations, or
(c) the state of affairs, subsequent to 31 December 2017, of the consolidated entity.

The accompanying notes form part of these condensed consolidated financial statements.
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DIRECTORS’ DECLARATION
The directors declare that the financial statements and notes set out on pages 6 to 19 in accordance with the
Corporations Act 2001:
(a) Comply with Australian Accounting Standard AASB 134 Interim Financial Reporting and the Corporations
Regulations 2001, and other mandatory profes-sional reporting requirements; and
(b) Give a true and fair view of the financial position of the consolidated entity as at 31 December 2017 and of its
performance for the half-year ended on that date.
In the directors’ opinion there are reasonable grounds to believe that Future Fibre Technologies Limited will be
able to pay its debts as and when they become due and payable.
This declaration is made in accordance with a resolution of the directors.

Terry Winters
Director
Melbourne
27 February 2018

The accompanying notes form part of these condensed consolidated financial statements.
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