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The Skellerup Group of companies develops, markets,
manufactures and distributes technical polymer products
and vacuum pumps for a variety of specialist industrial
and agricultural applications.
Founded 100 years ago, today Skellerup is a global company
headquartered in New Zealand, with operations in Asia,
Europe, the United States and Australasia.
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KEY POINTS

CONTINUI N G O P E R AT I O N S
RE
R EV E N U E

O P E R AT I N G C A S H F LO W

C O N T I N U I N G O P E R AT I O N S
N PAT

$180.7
million
MILLION

$24.0
million
MILLION

$14.5
million
MILLION

UP 4.4%

UP 48.7%

> Continuing Operations Revenue up 16.1% in second half, to finish full year in line with
previous year at $180.7 million.
> Continuing Operations NPAT (before abnormal costs) up 48.7% to $14.5 million.
> Operating cash flow $24.0 million.
> Successful two-for-five rights issue raised a further $20.7 million.
> Net Bank Debt reduced from $64.7 million to $26.6 million.
> Significant second half trading improvement for both divisions – particularly Industrial.
> Continuing focus on technical polymer products and vacuum pumps into niche markets.
> Final Dividend of 2.5 cents per share (fully imputed) payable 21 October 2010.
> Outlook positive for year to June 2011.
Year ended 30 June

2010

2009

%

$000

$000

change

180,719

180,857

-0.1%

Trading EBITDA

31,829

26,818

18.7%

Trading EBIT

24,923

20,002

24.6%

Surplus before Tax

20,138

14,129

42.5%

5,675

4,401

28.9%

Surplus after Tax on a Continuing Operations basis

14,463

9,728

48.7%

Discontinued Operations and Abnormals

(2,505)

(735)

Operating Revenue

Taxation

Net Profit for the year

11,958

8,993

33.0%

Operating Cash Flow

23,952

22,953

4.4%

172,778

178,112

Total Assets
Total Liabilities
Net Assets
Earnings per share
Dividends per share
Total shares on issue

71,888

106,682

100,890

71,430

6.81c

6.74c

4.5c

2.5c

191,147,928

134,597,224
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cHaiRman’S mESSaGE

Improved revenues and earnings across both the Agri
and Industrial Divisions during the second half of the year,
and particularly during the fourth quarter, delivered
a creditable final result.

Revenue increased by 16.1% in the second half, taking us to
a final result on par with the corresponding previous period and
while sales remained flat for the full year the momentum built
in the second half has enabled us to achieve a significant profit
increase.
Full year Continuing Operations net profit after tax (NPAT) grew
33.0%, to $11.9 million, compared with $9.0 million for the
previous year.
Trading NPAT at $14.5 million before one-off abnormal costs,
compared with $9.7m in 2009 was an increase of 48.7%.
Abnormal costs include one-off costs associated with the closing
out of a foreign currency derivative, payment to the Managing
Director on leaving the Company and deferred tax adjustments
as a result of tax legislation changes.
This pleasing performance reflects the significant improvement
in the second half trading environment, particularly for the
Industrial Division. Our second half EBIT across both divisions
has turned out to be our best performance since listing in 2002.
An additional positive has been our level of cash generation,
which has been very good throughout the year with net cash
flows from trading activities close to $24 million.
As outlined in the half year report our first half result reflected
the ongoing impact of the global recession; our good second
half result showed that we were well positioned to take early
advantage of better trading conditions, particularly in our
industrial markets.
Throughout the recession, we continued to focus on product
development, improving operational efficiencies and extending
and improving our distribution and sales channels, while actively
reducing debt.
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We have extended our product range across both divisions to
new geographical markets through leveraging our distribution
networks; and placed strong emphasis on achieving costefficiencies in production and supply chain management.
The capital raising exercise we undertook in October 2009 by
way of a 2-for-5 rights issue which raised $20.7 million together
with good cash generation throughout the year enabled us to
reduce the Group’s bank debt in total by $38.1 million by year
end. This resulted in a substantial improvement in our net debt
to net debt -plus- equity ratio, from 48% to 21% by year end.
With indications that the recovery of the markets for our
industrial products is now not only sustainable, but gathering
momentum, while markets for our Agri products continue to hold
steady, we face the coming year with some confidence.
Economic impact
As reported earlier our performance in the first half of the
2010 year felt the effects of the on-going global recession,
which reduced demand for a wide range of industrial products
such as automotive drive shaft couplings, construction products,
pipe gaskets, industrial vacuum pumps and general industrial
components.
However, there was a marked shift in the third quarter, which
gained momentum in the fourth quarter and delivered increased
revenues in the second half year. Our focus on operational
efficiency across the Group resulted in reduced costs, which also
contributed to our improved NPAT performance across the group
in the second half year.

Extension of marketing and distribution channels into North
America, as well as further market penetration within Australia,
has both deepened and broadened the geographical spread
of our markets; and will continue to build opportunities to grow
market share in new areas.

Accordingly, your Directors have resolved to pay a dividend
of 2.5 cents per share which will be paid on 21 October 2010
to shareholders on the register at 5pm on 8 October 2010.
The Dividend Reinvestment Plan will be operative for the
dividend payment.

Agri Division’s revenues come largely from sales of dairy
consumables, such as milking liners, tubing, filters, and footwear.
The dairy sector maintained its rate of use of these indispensable
items, providing resilience for the division despite reduced capital
expenditure on items such as dairy vacuum pumps and similar
equipment needed for new dairy shed fit outs.

AnnuAl meeting

Product develoPment Focus

During the year, we have seen the departure of long-standing
Managing Director, Donald Stewart. Until a permanent
replacement is announced, David Mair will be Acting
Chief Executive Officer.

Throughout the economic challenges of the past two years,
we have continued to invest in product development within
technical polymer products, where we hold a strong niche
position.
We have used this period as an opportunity to reorganise
and strengthen areas of specialist capability within the Group,
to establish Centres of Excellence in product development
that leverage the substantial technical and manufacturing
intelligence held across the Group.

Our Annual Meeting will be held in Christchurch on Wednesday
27 October 2010 at 2.30 pm in the Metropolitan Stand at the
Addington Raceway, Twiggers Street, Christchurch.
skelleruP PeoPle

The Board recognises the considerable contribution made
by Donald over more than 30 years within Skellerup ; and
appreciates the willingness of David in taking up the role
of Acting Chief Executive.
The Board is also appreciative of the efforts during the past year
of our loyal and dedicated global staff and management team.

This focus has placed us in a strong position, as our key markets
recover, to deliver innovative, resilient, and leading-edge products
from both our Agri and our Industrial Divisions to our markets.
dividend
The Company’s dividend policy is to return to shareholders each
year a total dividend payout within the range of 40% to 60%
of Net Profit After Tax (NPAT).
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CHaIrMan’S MeSSaGe

In 1910, George Skjellerup established the first Para Rubber
store in Christchurch – and it is from this beginning that
Skellerup has grown into the Group it is today.

Centenary
In 1910, George Skjellerup established the first Para Rubber store
in Christchurch – and it is from this beginning that Skellerup has
grown into the Group it is today.
This year’s centenary is a milestone for the company as well as
the Group; and a tribute to the vision and energy that has built
Skellerup into a major international specialist in developing,
manufacturing, marketing and distributing an extensive range
of technical rubber products.
OutlOOk
There are encouraging signs that global markets for our
industrial products are, by and large, recovering.
However, the very latest economic data coming out of the
USA and Europe suggests the on going growth may be slower
than originally forecast. With the northern hemisphere summer
vacation period now effectively over, the next few months will
give us a more reliable indication of our prospects.

We anticipate ongoing earnings growth from the Agri Division
based on a continued steady increase in local and off shore
demand for our range of essential dairy consumables.
The prospect of increased demand for capital equipment
may be delayed mainly due to financial constraints and
an understandable reticence to commit to new projects.
In summary, while we consider that the outlook for the coming
year is positive for both divisions, it is too early to anticipate that
the growth achieved in the second six months to June 2010 can
be sustained at that rate for any length of time into the new
year given that some of that was in reality a result of customer
re-stocking.
Taking all of the above into account and being cognisant of
the somewhat uncertain global economic environment we are
currently trading in we expect earnings at the NPAT level for the
June 2011 year to be within the range of $16m to $17m.

Sir Selwyn Cushing

Generally, the outlook for the Industrial Division is still positive,
and with intensive development of technical polymer products
for niche markets, opportunities are definitely emerging.
Chairman

SKELLERUP RUBBER SERVICES ROBOTIC MANUFACTURING CENTRE
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CHIEF
chIeF EXECUTIVES
eXecutIve’sREPORT
report

We ended the year on a positive note as trading conditions shifted
in our favour early in the second half and continued to gain
momentum through to the end of the reporting period.

Our sales recovery, together with our focus on operational
efficiencies across the Group, produced a trading NPAT of $14.5
million before abnormal costs, an increase of 48.7% over the
$9.7 million result for the year to June 2009.
Group revenue for the second half of the year, up 16.1%, had
the effect of neutralising the disappointing first half revenue
figures, so that revenue for the full year was in line with the
previous year at $180.7 million.
Industrial
IndustrIal Division
dIvIsIon
The Industrial Division particularly benefited from the improved
trading climate in the second half. Features of the strong second
half performance were increasing demand for our core range
of pipe rings, gaskets and appliance industry requirements, and
growth in the supply of drive shaft couplings to the automotive
industry. Sales for the second six months were 13% ahead of
the first six months with divisional earnings 158% ahead at the
EBIT level.
The outlook for the Industrial Division continues to be positive,
with intensive product development in technical polymer
products for niche markets driving growth in revenue from
existing and new customers.
There is also the prospect of some improvement in the demand
for industrial vacuum pumps, the market for which has been one
of the hardest hit by the recent economic downturn.
Provided that the automotive market continues to recover,
and we see good growth in demand for roofing, plumbing, flow
control and general industrial products, we expect the Industrial
Division to carry on making a significant contribution to the
bottom line in the coming year.
Agri
agrI Division
dIvIsIon
While overall revenue and earnings for the Agri Division were flat
compared with those for the previous year, Agri Division sales for
the second six months were 9.3% ahead of the first six months
with divisional earnings 40.1% ahead at the EBIT level. This
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reflected increasing demand for our core range of consumables
including liners, tubing, filters and footwear, which shows signs
of continuing into the new financial year.
Demand for items of a more capital nature, such as dairy
vacuum pumps, remains suppressed as a result of lower
investment in dairy conversions being carried out at present,
despite the reasonably positive outlook for the dairy industry
in general.
However we anticipate good earnings growth from the Agri
Division, based on continued steady growth in demand for our
range of essential dairy consumables, coupled with the forecast
dairy industry upswing driving increased demand for capital
equipment.
Debt
debt Reduction
reductIon and Capital
capItal Raising
raIsIng
We reduced group net Bank debt during the year from $64.7
million to $26.6 million – a reduction of $38.1 million, of which
$20.7 million was provided by way of the successful 2-for-5
rights issue completed in October 2009.
The balance of the reduction came from earnings, together with
efficient management of working capital.
As at the end of the financial year, the percentage of debt to
debt-plus-equity improved from 48% to 21%.
Christchurch
chrIstchurch Earthquake
earthquake
The 7.1 magnitude earthquake that struck Christchurch on
Saturday 4 September 2010 caused a lot of infrastructural
damage within the city but fortunately there were no related
casualties and as few as two serious injuries.
Skellerup has two factory locations and a separate warehouse
in Christchurch. All of these properties are located in Woolston,
3km south east of Christchurch, whilst the epicentre of the
earthquake was located near Darfield, 45 km west of the City.
The Company employs over 200 people at the Woolston sites
and, despite a shift being at work at the time of the earthquake,

there were no injuries to staff and little or no significant damage
to buildings or machinery. Management and staff worked
together to support each other over the period following the
initial earthquake and we applaud their positive attitude
during this difficult time, which saw production at the Woolston
sites return to normal within a few days, despite a number of
significant aftershocks.
Unfortunately, quite a few of our staff suffered significant
personal loss as a result of the impact of the earthquake on
their homes and properties. The Company will continue to be
as supportive as possible during the difficult days ahead as
Christchurch and its population make the long journey back to
normality.

In terms of rationalising production capacity, we have moved, for
example, some European and Australian manufacturing to Asia.
A good example of gaining improved access to markets
across the group is seeing our Gulf branded products gaining
better visibility in European markets through our own Italian
distribution channels.
This is part of our low-cost strategy utilising cost effective
resources in China, and appropriate out-sourcing in Vietnam
depending on the needs of the product itself.

Focus going forward

Our focus on using integration to drive operational efficiencies
across the Group has taken time, investment, a lot of hard work
and no small pain on the part of all concerned, but the resulting
improvement in earnings for the full year gives confidence in our
processes and our future.

Skellerup has continued to invest in its product development
processes despite difficult economic conditions and we have
started to see the benefits. Now we intend to speed up those
processes to meet the increasing demand from our customers.
We have a technically competent group of highly skilled people
who can help us do this.

Meanwhile, one of our basic strategies during the worldwide
economic downturn was to maintain support for our distribution
and sales networks, despite considerable de-stocking that
occurred. Our commitment to these on-the-ground sales channel
relationships is paying off now, as new purchase activity grows
and we obtain the rewards of loyalty beyond the next sale.

We are proud of our new robot manufacturing plant which is
up and running at Skellerup Rubber Services in Auckland. In
operation since January, this plant is able to create co-moulded
units combining metal, plastic and rubber. While it is not
uncommon to see components combining two out of three of
these materials, our capability to produce items combining all
three is rare, if not unique.

As long as the economic conditions remain positive, we expect
to see in the coming year solid growth across our businesses as
we take advantage of improving market conditions and further
integrate our sales and distribution channels amongst all our
offshore operations.

Now, with conditions improving, we have on hand a range of
new products and increasing capability, ready to meet the
market’s growing demands and sophistication.
More than this though, we are seeing reduced costs from
leveraging competencies across the group, through reallocation
of production resources and better access for our products
through better use of existing channels.

David Mair

Acting Chief Executive
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AGRI DIVISION

Skellerup’s Agri Division manufactures and distributes products
for the dairy industry via all of the leading global and regional
dairy industry original equipment manufacturers (OEMs),
as well as many leading dairy industry distributors.

VACPLUS SQUARE LINERS

ANTI-SLIP BARREL MILKING
LINER INCREASES AIR-FLOW
& ENHANCES MILK FLOW

CORRUGATED FOR CUP
ALIGNMENT

VACUUM SHUT-OFF
GROOVE
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agri division

QUATRO BOOTS
anti-bacterial moisture wicking lining

CENTRIFUGAL MILK PUMP

VACPLUS SQUARE LINERS

UV RESISTANT

improved impellor
design for better
performance

ANTI-SLIP BARREL MILKING
LINER INCREASES AIR-FLOW
& ENHANCES MILK FLOW

handles thermal
shock better

CORRUGATED FOR CUP
ALIGNMENT

pump runs
‘dry’ longer

VACUUM SHUT-OFF
GROOVE
a 2.2kw model
now in range

Financials
Agri Division sales for the second six months were 9.3% ahead
of the first six months with division earnings at the Earnings
before Interest and Tax (EBIT) level 40.1% ahead. However
this strong finish was not enough to balance the more difficult
trading conditions experienced in the first half leaving Agri
Division sales for the full year 7.2% down on the previous year.
EBIT for the year was down 1.3%.
First half results were depressed due to the significant decline
in international milk prices that took place during that period
together with the overall associated recessionary conditions
impacting the profitability of the dairy industry in general.
On the upside, sales of dairy liners lifted in the second half,
supported by an improvement in international milk prices,
as distributors re-filled supply lines ahead of the Southern
Hemisphere’s dairy season.
Markets
With world milk prices at close to all-time lows we experienced
stagnation in the European and North American markets in the
first six months. With a gradual and progressive increase in milk
prices during the second six months confidence returned, with
consequent incremental growth in sales volumes. However since
balance date there has been some softening in milk prices.
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Our subsidiary, Conewango, operating in the US market,
managed a lift in sales volumes despite the depressed market
and reported reductions in herd numbers.
The European market was particularly hard-hit by the economic
crisis. We have yet to see how this market will perform as the
Northern milking season comes on stream, but we are hopeful
that we will see a repeat of the Southern Hemisphere’s surge in
purchase activity.
Products
Late last year we introduced to the NZ market SilcPlus silicone
formulated dairy tubing. This innovation allows farmers to see
the milk that leaves the cow and easily identify when the cow
is milked out. Furthermore the new formulation silicone tubing
has a tougher inner surface and is designed to be 10 times
more split-resistant than normal silicone dairy tubing, have lower
absorbency of milk fats, hold onto fittings better and remain
clearer for longer.
We are making some headway in new markets with our dairy
vacuum pumps, notably China and South America, where
developing agricultural practices are driving a move to more
technology in the supply chain, thus opening up opportunities
for our products in these areas.

The design of Quatro
boots maximises the
support that is given
to the foot, giving
good arch support and
preventing heel slip with
special friction pads.
The soles are
particularly hardy, with
high abrasion resistance
that cushions and
spreads the load across
the boot sole.

While these markets for us are currently small in comparison to
the major established markets, we see that they have significant
potential. New Zealand’s Free Trade Agreement with China,
which came into force in October 2008, supports our market
growth in this developing region.
In the US market we have developed new products in the dairy
liner business for our OEM customers. Through our performance,
in terms of our ability to develop and deliver these products, as
well as being able to maintain confidentiality and terms of trade,
we have built a level of confidence and respect that will support
us well in future joint development activities.
During the year in the UK our Ambic subsidiary upgraded a
number of products in its range and introduced new products,
including the EasiDipper automated teat dipping system and the
PeraSpray peracetic acid cluster spray system.
So while dairy capital spend was down our overall performance
was assisted by new product releases.

quatro comfort system

highest level in
comfort & durability
podiatrist inspired

for extReme
weather conditions

4mm insulator wool-felt base
& 4mm CR-Foam insulation
ergonomically
designed to
cushion &
spread load

exceptional traction

hand-built natural
rubber formulations

high abrasion cupped rubber outsole

Quatro is now firmly set as New Zealand’s premium rubber
gumboot in the agricultural market.
Since launching the Quatro into the North American market we
have introduced a number of variations to the range, including
boosted insulation for northern states and reduced insulation for
the warmer south.
This year we hope to launch Quatro into the European market
through the rural customer base of our UK operation. Japan and
Chile are also emerging markets for Quatro.
Over the next 12 to 18 months we will develop the core product
and release new style variations, to ensure Quatro stays ahead
in terms of technology and performance for users.
Looking forward, we remain confident of ongoing earnings
growth from continuing to enhance our range of essential
consumables to the dairy industry, including footwear, despite
a recent softening in international whole milk powder prices.

Introduced last year into New Zealand, Australia and the US,
the Quatro technical gumboot has proved a winner with buyers
and critics, achieving prestigious New Zealand and US design
awards and delivering encouraging sales figures.

SKELLERUP HOLDINGS LIMITED ANNUAL REPORT 10
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INDUSTRIAL DIVISION

Much of the credit for our ability to quickly take advantage of
the global recovery in industrial demand must go to the restructure
within our Industrial Division over recent years, which allows us
to leverage key competencies across the Group.
Overview

Financials

Skellerup’s Industrial Division serves a range of industrial
markets from major automotive and consumer appliance
OEMs, through to a variety of distributor and end user
industrial customers. Principal products include both sourced
and manufactured technical industrial rubber products and
also specialist vacuum pumps.

Residual effects of the global recession continued to depress
demand for a wide range of our products such as automotive
drive shaft couplings, construction products, pipe gaskets,
industrial vacuum pumps and general industrial components
in the first half of the year.

Skellerup is New Zealand’s largest industrial rubber products
supplier, with customers in more than 30 countries including
Australia, Europe, USA and Asia.
Through Gulf Rubber, Tumedei, Skellerup Rubber Services,
Thorndon Rubber and Deks Industries, Skellerup can meet
most needs for industrial polymer products across a variety
of markets, spanning highly technical precision moulded
components through to commodity products, supplied to
major manufacturers worldwide.
Skellerup is also known for its range of industrial vacuum
pumps. Its largest market for these pumps is in the USA where,
through its subsidiary, Masport Inc, Skellerup supplies pumps
for installation on mobile liquid waste trucks, as well as for
pumping slurry in the oil extraction industry.
The Company’s Industrial manufacturing and product
development facilities now include operations in New Zealand,
Australia, Italy, China and Vietnam. These are augmented
by specialist sourcing and quality teams that partner quality
manufacturers in other countries around the world.
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However, economic prospects lifted in the third quarter,
signalled by increasing demand for our core range of
pipe rings, gaskets and appliance industry requirements,
and growth in the supply of drive shaft couplings to the
automotive industry. The market recovery consolidated in the
fourth quarter to deliver improved earnings performance for
the division in the second half year. Sales for the second six
months were 13% ahead of the first six months with divisional
earnings 158% ahead at the EBIT level.

DUAL HARDNESS PIPE GASKETS

Sizes ranging
from 3” - 24”
diameter

Bonded in place
stainless steel
teeth to retain
pipe location

Potable water
approved for use
with drinking water

For the full year Industrial Division Sales were up 4.4% over
the previous year. As a consequence, Earnings before Interest
and Tax (EBIT) finished the year ahead 122%.
We were positioned to take early advantage of the improving
trading conditions which arose in the second half as a result
of our commitment, throughout the recession, to improving
operational efficiency, protecting our distribution and sales
channels and product development.
With indications that the recovery of the markets
for our industrial products is now much more
stable, we face the coming year with
some confidence.

SKELLERUP HOLDINGS LIMITED ANNUAL REPORT 10
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industrial division

DUAL HARDNESS PIPE GASKETS

DRIVESHAFT COUPLING

MASPORT HIGH PERFORMANCE AIR-COOLED
ROTARY VANE VACUUM PUMP

used in most
rear wheel and
all 4 wheel drive
vehicles

Sizes ranging
from 3” - 24”
diameter

an integrated
pre filter on pump

CONFORMS WITH
AND FOLLOWS ALL
ROOF PROFILES

modified port
design allowing
the pump to run
cooler

absorbs torsional
shocks for a smooth
and quiet ride

DIAGONAL FIT FOR
IMPROVED WATER
RUN OFF

can be mounted
in clockwise and
anticlockwise
positions very
easily

requires precision
moulding involving
rubber, nylon yarn
AND steel

Potable water
approved for
use with
drinking water

SUITABLE FOR BOTH
STANDARD AND
RETROFIT
APPLICATIONS

A built in vacuum
relief valve

MUST ALLOW
CARDANIC MOTION
Bonded in place
stainless steel
teeth to retain
pipe location

DEKTITE COMBO

TWENTY YEAR
WARRANTY

forced fan
cooling

Markets/Channels

Production

Products

Outlook

Despite some market uncertainty we continue to pursue a
strategy of increasing product penetration into our existing
channels, as well as new market development, both with existing
and new products.

Our ability to quickly take advantage of the global recovery in
industrial demand comes as a result of the restructuring of our
Industrial Division over recent years, which allows us to more
easily leverage key competencies across the Group.

Throughout the economic challenges of the past two years,
we have continued to invest in product development within
technical polymer products, where we hold a strong niche
position.

As the economic recovery gains momentum the Industrial
Division is set to obtain the rewards of years of commitment
to both market and product development and its drive to seek
manufacturing efficiency.

In Europe through the merging of Tumedei with part of our Gulf
Rubber operations , we are now able to offer a much broader
product range as well as more cost-competitive components.
This opens up new opportunities both within our existing
customer base and to entirely new groups of customers.

We now have manufacturing capability, both through our own
plants and through the use of sub-contract manufacturing
capacity, in New Zealand, Australia, Italy, USA, Vietnam and
China. This range of manufacturing capacity – from high volume,
cost competitive capability through to low volume, highly
technical production capability, gives us flexibility to respond to
market needs across all of our operations.

We have used this period as an opportunity to reorganise and
strengthen areas of specialist capability within the Group,
to establish Centres of Excellence in product development
that leverage the substantial technical and manufacturing
intelligence held across the Group.

Existing markets are coming back to life and new markets are
showing some promise for Skellerup’s technical polymer products
as well as its range of industrial products.

Deks Industries, with a historical base in Melbourne, has
expanded its markets both to North America and Europe, as well
as expanding distribution across Australia.
Deks has also made an initial foray into the South American
market, targeting strong and stable economies such as Mexico,
Chile, Argentina and Brazil.
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Our moves to rationalise manufacturing operations has seen
some facilities close as production has been moved to more
cost-effective plants, mostly in South East Asia while production
capacity has been increased or upgraded elsewhere.

This focus has placed us in a strong position, as our key markets
recover, to deliver innovative, resilient, and leading-edge products.
Our expertise in composite assemblies, focused on product
development units in Italy and New Zealand, is opening up new
market opportunities.

Even the industrial vacuum pump market is showing signs
of reviving, after being one of the hardest hit by the recent
economic downturn.
As long as the growth momentum holds for roofing, plumbing,
flow control and general industrial products, and key markets
such as automotive continue to recover, the Industrial Division is
well positioned to continue to grow earnings into the 2011 year.

SKELLERUP HOLDINGS LIMITED ANNUAL REPORT 10
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INNOVATIVE PRODUCT DEVELOPMENT

Deep in a manufacturing plant somewhere in Auckland, Skellerup
engineers perform 21st century alchemy. They’re fusing rubber,
plastics and metal into single components for inclusion in goods
ranging from domestic tap valves to specialist parts in SUVs.

SELF CENTERING DRIVELINE BUSH

Integrated
Lip seal

Destined for markets and customers worldwide, components
like these are set to shake up product manufacturing in
a range of sectors.
Although they might not spend much time hovering over
cauldrons, the Auckland Product Development Centre does
do magic.
The department specialises in creating innovative solutions for
customers, solving their component problems or developing
new products using engineered polymers and over-moulding
techniques.
“We take customers’ existing parts or new concepts and reengineer them to incorporate plastic moulding and integrate
or over-mould rubber seals,” says Product Development
Manager Shaun Spacey.
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“In essence we’re combining components to reduce the
number of parts in an assembly. In the end we reduce
manufacturer’s costs and improve quality and performance,”
he says.
The department is uniquely able to meet the varied challenges
thrown at them, having both plastic and rubber expertise
housed under one roof, the outcome of integrating Gulf
Rubber New Zealand’s specialist team with Skellerup Rubber
services.

Rubber interface
allows 3 degrees
of movement
between plastic
bush and steel tube
Aligns the
drive shaft
interface
MANUFACTURED TO
Highly accurate
dimensions

“This combination of talents and skills is rare anywhere in
the world. We are able to take a design from conception to
commercialisation and this really differentiates us from other
companies globally,” says Shaun.
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INNOVATIve PRODUCT DEVELOPMENT

centering driveline bush

ABB SIX AXIS ROBOT

BACKFLOW PREVENTER VALVE

1.45m Reach

Low friction/High
wear resistant
inner shell

Threaded body
replaces brass
component
saving cost

6 Kg pay load

Guide insert CREATES
a low friction guide
for the stem

Replaces heavy
metal part

speed = 2.5 m/s
PLASTIC stem
replaces several
metal parts and
carries the seal
6 Axis

Centering bush for vehicle
drive shaft systems
Our latest drive shaft rubber couplings feature a new and
innovative plastic centering bush developed by the Product
Development Centre.
Shaun says the team faced many challenges during the
development project to create the bush, which combines
two different plastic materials. The inner part of the bush is
a lubricated plastic, which is over-moulded with glass-filled
material to add strength.
“As well as the part being of two different plastic materials, the
tolerances and dimensional stability required is extremely tight.
We have developed an advanced manufacturing solution which
was designed to meet our customers’ needs,” says Shaun
Until recently there was only one company globally
manufacturing this type of product, but we are now offering
strong competition. “We’re a world class operation in terms
of quality and technical capability, and all the big car
manufacturers know it. We’re on test at Mercedes; we’ve
had enquiries from VW; BMW has done a site audit; and
we are supplying Jaguar and Ford Australia.”
The Group currently supplies drive-shaft couplings for all Holden
vehicles produced in Australia as well as all Jaguars, Bentleys and
the Corvette LS9.
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Robot manufacturing

Backflow Preventer Valve

A key element of our Auckland production capability is
an automated manufacturing robot. Commissioned at the
beginning of this year, the production cell uses an ABB six
axis robot.

The team is also applying its specialist expertise to solve some
age old problems.

“The robot creates the whole bush and then uses a special vision
system to measure internal and external diameters for quality
control. It does all of this without any human intervention,”
says Shaun.
Design and installation of the robotic manufacturing capability
has been entirely managed in-house, using very few outside
contractors, enabling substantial cost and time savings and,
more importantly, keeping a deep pool of intellectual property
within the company.
Now, any requirement to adapt or extend the robot can be met
in-house. “Doing the design and commissioning ourselves means
now we can easily edit the program, if we need to, rather than
spending a long time learning someone else’s programming
structure or incurring significant expense paying someone to
come in and do it for us.”
And if all goes well with our current contracts, more capacity may
be required in the not too distant future.

One of our European customers currently uses a brass housing
unit with rubber and steel washers that are machined and hand
assembled. The fully assembled valve consists of nine separate
parts and so is expensive to make.
“Multiple component parts like this are a real problem for
manufacturers,” says Shaun.
“The rubber components are always the most difficult to
incorporate into an automated production line, so often they
are the parts that have to be manually assembled.”
For a valve assembly with nine components there might be nine
separate sources of supply, nine separate purchase orders, plus
quality control, inventory, and other sources of variance. On
top of this, with nine individual elements there are nine sets of
tolerances – and this series of tolerances has a cumulative effect.
And finally, the manufacturer has the cost of assembly itself,
including wastage and quality control.
“Our solution is a fully over-moulded plastic component with
rubber seals that replaces all those parts with just one, fully
assembled ready-to-go out of the box unit that even reduces

the cost of the metal parts. So what we’re doing is not just
selling a component – we’re adding value to the business
by reducing or eliminating a whole range of costs.”
Not only that, Skellerup’s backflow preventer offers better
performance than the component that it replaces.
Given that backflow preventer units are required to be
incorporated into the water supply of all domestic and
commercial premises throughout most of Europe, the
opportunity is significant.
Outlook
Skellerup Rubber Services and the Product Development Centre
have proven themselves capable of world class manufacturing
and development.
A number of major car makers are evaluating drive train
components which include the plastic bush. Globally, many
customers are evaluating our products and unique innovation
capability, with promising prospects.
“Auto manufacturers like to have more than one supplier of
a product, to be able to ensure continuity of supply,” says Shaun.
In the meantime, Skellerup’s backflow preventer provides a new
age solution to an age old problem.
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CASE STUDY

CASE STUDY

PIPE GASKETS

Focus on European
Market Development

Pipe gaskets drive
US market growth
Pipe gaskets have the potential for significant growth for the
Industrial Division given what the business achieved over the
last couple of years, especially through export sales to the USA,
despite the effects of the global economic downturn.
Growth looks set to continue as the housing market recovers
and through on-going development work.
Gaskets are more than just a big rubber seal. Our gaskets, used
in joining pipelines, comprise two separate types of rubber with
metal teeth set around the circumference. When fluid pressure
builds in the pipeline the pipes try to separate, but the metal
teeth lock into the pipe.
The Industrial Division last year secured a contract for large
diameter dual-hardness ductile iron pipe gaskets. These gaskets
are used in mains water supply and waste water delivery
pipelines for large infrastructure upgrade or replacement works.
The contract win is the result of three years hard work, says
Michael Robins (Director of Sales & Business Development ,USA).
Much of the hard work came down to developing the right
product to fit the customer’s needs and developing commercial
terms. However this last criterion was met mainly through our
ability to manufacture quality goods cost-effectively.

“We completed development of the large diameter gaskets just
in time to benefit from the upturn caused by these stimulus
packages,” says Michael.

Tumedei SpA became part of the Industrial Division in 2007
to provide a base in Europe from which to expand its sales in
Western Europe.

When the housing market recovers fully the Industrial Division
is well positioned, with its strong supply ties, to benefit further
through the business that will result from the services required
for development of new housing subdivisions.

But Skellerup gained much more than a sales and distribution
channel.

We are currently working on a number of new gasket products
which will be utilized in both new and existing markets. This
business came to us as a result of superior product development
capability. “Our design and engineering capability was just that
much better,” says Michael.
Summarising, Michael pinpoints two key advantages:
“Cost effective manufacturing capability, and our superior
engineering ability – we’ve invested a lot of money and
resource on engineering, and it’s been worth it.”
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It acquired one of Europe’s leading manufacturers of customdesigned technical rubber products for the automotive,
petrochemical, gas, water and plumbing industries.
The extra strength that Tumedei brought to Skellerup is in high
added value components with high technical engineering
content. More than 95% of Tumedei’s output is composite
products; mostly rubber plus metal, or combinations
moulded products:
of three or four materials. For example, some metering pump
diaphragms are produced with a metal insert (thread fitting)
bonded with rubber polymer (NBR or EPDM), a fabric material
(reinforcing) and a PTFE coating (to increase abrasion and
chemical resistance).
Tumedei historically supplied critical mechanical elements membranes and rubber seating components - to the world’s
leading automotive gas regulator manufacturers, including
suppliers to car companies such as Fiat, Opel and Renault.
As the automotive sector recovers from the recession and
environmental concerns increase, demand for cars fitted with
these gas regulator kits will only increase. And as gas systems
move to injector technology, Skellerup’s European business
is right there, supplying customers with the most critical
components of the injector units.

Expertise provided by the Industrial Division Product
Development Centre in Auckland was the key to winning this
contract, says Michael. “We spent 18 months developing these
gaskets. With larger diameter pipes you get high engineering
stresses generated once the pipe is pressurised. It’s quite an
achievement to design a gasket that will perform at these
pressures.”
Unlikely as it seems, our market success with dual-hardness
gaskets has come about in part through the housing market
crash. Economic stimulus packages delivered by US Federal
and State bodies encouraged infrastructure investment
– meaning big pipelines requiring large diameter gaskets.

EUROPE

Key to our gasket’s success is that the joint requires no bolting.
Usually a pipe joint needs bolts through flanges on both pipes.
Bolting is expensive in labour and time, whereas a gasket, while
more expensive on a per unit basis, requires virtually no time to join.

When Tumedei was integrated into the Industrial Division some
production was immediately moved to South East Asia. Staff
feared that these moves would accelerate.
But their fears were unfounded. The Italian production base is
stronger than ever. While production of one line of reinforced

diaphragms has just started in Vietnam, a new production
unit was recently started up in Tumedei’s Trento, Italy, plant to
manufacture components for new gas injector products; another
unit will be commissioned soon. In the meantime the existing
plant is running triple shifts to keep up with demand.
Now, our original European customers can be offered a range
of reinforced diaphragm components, while Tumedei customers
can access low cost O rings, as well as products such as pipe
seals and gaskets, developed by Gulf Rubber and manufactured
in South East Asia.
Already this synergy is bearing fruit. New work developed out
of the combined Tumedei and Gulf Rubber customer base by
Tumedei’s sales managers is most encouraging for the future.
Tumedei’s first sale of a Gulf Rubber product, a high volume
O-ring produced in Asia, was to a traditional Tumedei customer,
while the reverse has also happened with Tumedei’s reinforced
diaphragms helping to secure new business with a Gulf Rubber
customer in Germany.
By adding Tumedei’s expertise in composite moulding to
Gulf’s product development capabilities, Skellerup has created
a powerful resource to meet customer needs, with an added
ability to select optimal manufacturing capability in European or
South East Asian locations providing flexibility to meet customer
technical and budget specifications.
Skellerup’s European business is well positioned to make the
most of continued market recovery in Europe.
While the recession caused a temporary hold up in Skellerup’s
plans, the original strategy is unchanged. The combined
strengths for Skellerup’s Industrial Division of Gulf Rubber
and Tumedei together are greater than the sum of the
individual parts.
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HEALTH & SAFETY REPORT

ENVIRONMENT REPORT

Heading for zero

EMS rating a first step to global rollout

While acknowledging regional or national variations in law and culture around the world, there’s still only
one bottom line when it comes to Health & Safety in Skellerup. The goal is zero total injury rate (TIR).

We recognise that we have a responsibility to ensure that our impact on the environment
is minimised wherever we operate.

The challenge is to create a shared approach to health and safety in
Skellerup’s sites around the world, despite vast differences in working
practices, history and physical location.

Throughout the group we encourage staff to seek ways to lessen their
impact on the environment and where possible enhance our local
environment.

We have made some significant improvements since we commenced
using the KEA system. In 2004 our TIR was over 20. The latest 12
months TIR has reached an all-time low of 3.24, and we are continuing
to seek opportunities to making further improvements to keep this
trend moving towards our zero target.
Credit for this achievement goes to a combination of staff
engagement, solid systems, and senior management support
at all sites around the globe.

NEw
New ZEALANd
Zealand
In New Zealand, Skellerup has attained the tertiary status with the
Accident Compensation Corporation (ACC) Partnership Program for
the second year running. To achieve the tertiary level, Skellerup had to
demonstrate a well-established, continuous improvement framework
that was functioning actively in the workplace across the Christchurch
and Auckland manufacturing and distribution operations.
With this achievement Skellerup has a closer working relationship with
ACC to ensure work related incidents are minimised.
minimised

CHiNA
China
At Skellerup’s Jiangsu site in China, New Zealand based staff are
working with local management and the local health and safety
committee to create a proactive approach to hazard management.
They have developed a programme of challenges, which includes
identifying additional hazards, creating training processes and
establishing risk ratings for the hazards identified. These activities
contribute to developing a proactive health and safety awareness
and culture at this site.
All of our other global sites are also continually improving their health and
safety standards, while facing various challenges in hazard management.
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To achieve this, health and safety staff undertake a regular programme
of Key Element Assessment (KEA) audits at each site, providing a
new perspective on local hazards, as well as sharing their expertise
and experience with local staff. The KEA system is standardised
worldwide, and through Skellerup’s health and safety internet based
system information is shared across all our worldwide sites to ensure
consistency with processes and procedures, as well as providing
a means to communicate new ideas and experiences that can
enhance our health and safety culture.

kea / tir improvement

0

TwO
Two YEARS
years ACCidENT
accident FREE
free
Teamwork and watching out for each other has seen Deks
Industries chalk up an enviable record within the Skellerup
Group. The Deks business based in Melbourne and including
its UK operation in Bristol, have gone two years without a
Lost Time Injury (LTI).
“There has always been a very good health and safety
awareness in the company”,
saysDeks
DeksProcess
ProcessManager,
Manager,
company, says
Jason Hazard.
Hazard.”
Deks has a history of putting health and safety first, he
says. “This was a springboard for the KEA (Key Elements
Assessment) audits which have strengthened and guided the
culture even further.”
But, says Jason, who oversees the company’s safety policy,
health and safety policies and procedures are the tools
for driving a strong safety culture. “The staff has to be
committed to the process and buy into it, which is what’s
happened at Deks. There is a strong ethic here of looking out
for other people. If someone sees something that is not right
they address it there and then.”
Jason says that being two years accident free in the business
unit equates to 184,000 working hours without incident.
“That’s also the equivalent of one person working accident
free for 100 years.” The achievement is made even more
significant by the fact that during these two years, Deks
has undergone significant change. It has moved premises,
dismantled machinery and outsourced some manufacturing.
“All these factors significantly increased the potential for
risk,” says Jason. “It’s been a very dynamic work environment
which heightens the value of what we’ve achieved.”

By paying attention to reducing energy consumption, and the reuse or
recycle of materials within the business and through external schemes,
we have seen benefits both in financial terms and in working with our
local communities.
Our objective is to establish a strong foundation for our environmental
management programmes and our Woolston site in Christchurch, being
the largest manufacturing base in the group, has been at the forefront
of this plan.
To set the foundation for this environmental focus, the Woolston
manufacturing and distribution site achieved certification to the
Environmental Management Systems (EMS) rating AS/NZS ISO
14001:2004, during the past year.
This is an international standard that allows organisations to design
a framework to measure, contain and manage their environmental
risks and liabilities. The system is externally audited by an international
accredited certification body.
There are several benefits from introducing this environmental standard,
the main one being that it assures customers, shareholders, suppliers,
regulators and the community at large that a sound Environmental
Management System is in place, and as a result, the business will meet
the quality standards customers expect from us, together with ensuring
that all regulatory requirements have been met to a high standard.
It also sets standards for all employees to aspire to, which have already
proved beneficial to the work environment, together with providing
financial benefits from cost savings.
As part of framework under the AS/NZS ISO 14001:2004 standard
the Woolston management have undertaken a range of initiatives,
supported by numerous teams and departments on the site, focusing
on three main objectives, to be achieved over the next two years.
The objectives are :-:
1. Reducing waste to landfill by 50%
2. Reducing water usage by 50%, and
3. Reducing electricity usage by 30%
30%. .
Since the programme started, Woolston has recorded significant
achievements across all of these key areas:
> The amount of material sent to the landfill has decreased 30% through:
- Recycling
Recycling supplier packaging, together with waste cured rubber from
machine set up and trials

- Selling
Selling waste plastic shrink wrap and paper waste from the office
and amenities.
amenities .
> More
More than 2.6 million litres of water is being saved per month, giving
an annual saving in excess of 30 million litres, through improved
pump control equipment being installed to manage water volumes
extracted from two artesian wells.
wells
- Electricity
Electricity usage has been cut by more than 500,000kWH through a
range of initiatives which includes turning off equipment when not
required, sealing compressed air leaks to eliminate air compressor
waste activity, and reviewing all lighting and heating facilities used
in the manufacturing and office buildings.
With the first year now complete, the Woolston site is more than
half-way towards achieving its two-year environmental objectives.
This outcome is even more significant given the fact that our
production throughput has increased by more than 10% over
the previous 12 months.
We have learned a lot through this project, especially in the areas of
control and measurement of environmental impacts, setting realistic
targets, and implementing awareness training.
Based on this experience, as well as through gaining the ISO
accreditation, we are now in a position to roll out environmental
programmes to other Group sites around the world.

MasTER
Master BlasTER
Blaster cuTs
cuts waTER
water usagE
usage
By
by uP
UP TO 30%; BIRds
birds BENEfIT
benefit
Skellerup’s Master Blaster hose nozzle, used in dairy sheds and well
established in the marketplace, has been found to use up to 30%
less water than comparable nozzles, while being just as effective
at cleaning.
Clearly a third less water usage makes a difference on the farm.
When farmers use the nozzle in their business, they get the benefit of
reducing their pump usage while saving water and electricity.
To draw attention to these benefits and link them to caring for the
environment,
environment,,which
whichaligned
alignedwith
withthe
theproduct’s
product’smain
mainbenefit,
benefit,Skellerup
Skellerup
donated $5 from each Master Blaster sale in May to the conservation
group Catchment Care, an innovative new partnership between
Fonterra and Conservation Volunteers New Zealand.
Launched late last year, Catchment Care enhances and protects
waterways and wetlands, with volunteers undertaking riparian planting,
fencing, removal of invasive species, weeding and rubbish clean-up.
SKELLERUP HOLDINGS LIMITED ANNUAL REPORT 10
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centenary

Local store to global leader.
When he opened his first rubber business in Christchurch, George Skjellerup could hardly have imagined how
his business would grow. Today, 100 years later, Skellerup group spans 15 cities globally and is regarded as one
of the leading manufacturers of dairy rubberware in the world.

But George always was an entrepreneur, a visionary and,
above all, a canny businessman.

Development at Woolston

His acumen took the company through two world wars,
a worldwide depression, diversification, consolidation and
eventual listing on the New Zealand Stock Exchange. It was his
drive and insight that underpins the success of the company
that today proudly bears his name.

In 1939 under the post-depression climate of protection to
create employment two new factories,
factories ,Empire
EmpireRubber
RubberMills
Millsand
and
Marathon Rubber Footwear were established on a small block of
agricultural land in Woolston Christchurch beside the Heathcote
river. This site has remained the base of the Group’s rubber
manufacturing activities to date.

In 1902 George, who eventually dropped the silent ‘j’ from his
surname, arrived in New Zealand from Australia with just 37
shillings in his pocket. He was 21 years old.

1939 marked a watershed with the first dairy inflation (liner)
produced in the Empire Rubber Mills factory, itself specially built
to make milking machine rubberware.

His first job making tyres in a bicycle shop in Dunedin must
have opened his eyes to the possibilities offered by the growing
market for rubber products. Eight years on, after spotting a
gap in the market for rubberware, with his wife’s inheritance of
£400 he began his own business, selling rubber goods direct to
the public. His first Para Rubber shop opened its doors at 175
Manchester Street Christchurch on 12 September 1910.

In the same year Marathon Rubber Footwear commenced the
manufacture of canvas footwear. A few years later Marathon
produced New Zealand’s first gumboot.

The name, which became a household word for many years,
came from the Brazilian port of Para, which was then a major
source of high-quality rubber.
George had supreme confidence in his products – reflected in
the store’s slogan:
“We have it in stock, will get it, or it isn’t made of rubber”.
The shop offered a variety of new lines of rubber products.
Success meant further expansion which in turn demanded more
capital, and only nine years later, in 1919 a prospectus was
issued inviting the public to subscribe for shares in the newly
formed Para Rubber Company Limited.
Throughout the tumultuous years of World War I and then
the Depression, when the demand for rubber surged and then
collapsed, careful management and diversification was the
way in which the company survived.
In 1933 George’s first venture into manufacturing began with
the establishment of Latex Rubber Company Limited which
commenced by manufacturing waterproof clothing.
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By securing a contract to produce 40,000 pairs of jungle
boots for the New Zealand Armed Forces, George ensured the
company would remain in rubber footwear production despite
raw material shortages during the war.
As much as anything, the rubber gumboot, and especially the
iconic “Red Band” product line, which recently celebrated its 50th
anniversary, has become synonymous with the name Skellerup.
During World War II the NZ Government became concerned
about supplies of salt which were needed not only for human
consumption but also for the freezing and dairy industries.
In1942 George successfully applied for a licence in the name
of Latex Rubber Company to manufacture solar salt at Lake
Grassmere in Blenheim.
Post-war, consolidation of the retail, distribution and
manufacturing units saw Skellerup Industries Group of
Companies listed on the stock exchange.
Growth continued, with the first export sales to Australia
recorded in 1951.
In 1955 George Skellerup, the company founder and Chairman,
died of a heart attack, aged 74. His son, Valdemar Skellerup
became Managing Director, heading a company comprising
more than 1,000 employees.

1956-1958
For the New Zealand Trans-Antarctic Expedition in 1956‑1958
explorer Sir Edmund Hillary and his team were all kitted out with
Skellerup products, including specially designed boots called
Mukluks.
The decade of the sixties was marked with the introduction of
new products including conveyor belts, made by the Rotocure
division of Skellerup, and the first production of Butylclad,
a waterproofing membrane for residential and commercial
roofing applications.
In 1969 Skellerup became the founding sponsor of the
prestigious New Zealand Young Farmer of the Year competition,
marking Skellerup’s long term commitment to the agriculture
sector. This sponsorship ran for 29 years.
The 80’s brought change. The beginning of the decade saw
the purchase of L.W. Flynn & Co Ltd, a major manufacturer
of milking machine vacuum pumps and components. Later
renamed Flomax International this company has since
developed significant business in vacuum pumps for the
industrial market in the U.S.A. and has recently been absorbed
into Skellerup Industries.
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Would George be surprised at how his baby has grown? Not at all.
Would George be surprised at how his baby has grown? Not at all.
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centenary

Celebrating 100 years...
1910

1910
George Skjellerup,
opens his first store
in Christchurch.
1919
The public company
Para Rubber Company
Limited was formed.

1920

1930

1940

1950

1960

1980

1990

1995

2000

2005

2010

1939
Empire Rubber Mills
factory opens.

1943
The first gumboot
is manufactured in
Christchurch.

1951
The first export sales
to Australia recorded.

1964
First conveyor belts
made by the Rotocure
division of Skellerup.

1980
L.W. Flynn & Co Ltd
purchased.

1991
The Masport vacuum
pump manufacturing
and marketing
operations in the
USA acquired.

1996
Skellerup Group
acquired by Maine
Investments Ltd
and de-lists.

2002
Skellmax Industries
acquires Skellerup
Industries and Flomax
International and
returns them to public
ownership via a share
float of 100 million
shares. Annual turnover
$NZ103 million.

2005
Jenco Products
Australia integrated
in to Deks Industries.

2010
Skellerup celebrates
its Centennial Year.

The first dairy inflation
(liner) is produced.
Marathon Rubber
Footwear commences
manufacture of canvas
footwear.

1948
Retail, distribution and
manufacturing units
consolidated.

1955
George Skellerup, dies.
His son, Valdemar
Skellerup becomes
Managing Director.

Skellerup Industries
Group of Companies
is listed on the stock
exchange.

1958
Production of the
Red Band gumboot
commenced.

1967
First production
of Butylclad.
1969
Skellerup becomes
the founding sponsor
of the New Zealand
Young Farmer of the
Year competition.

1982
Peter Skellerup
assumes the
Chairmanship of
Skellerup Industries
on the death of his
brother Sir Valdemar.
1983
Ultralon Products Ltd
acquired.
1987
Skellerup becomes
a subsidiary of Brierley
Investments Ltd and
is de-listed.

1993
The Para Rubber
chain of retail stores
throughout NZ were
sold to a franchise
operation which
continued to operate
the stores under the
Para name.
Brierley Investments
listed Skellerup
Industries on the Stock
Exchange as part
of Skellerup Group
Limited.

Skellerup gains
ISO9002 accreditation
Skellerup Industries
Pty Ltd established in
Australia to service the
mining industry.
Remaining 50%
shareholding in
Dominion Salt
Limited sold.
1998
In a restructuring of
Maine Investments,
Viking Pacific
Holdings purchases
Skellerup and Flomax
International.

2003
Deks Industries
Australia acquired.
Stevens Filterite, major
Australasian supplier of
milk filters, acquired.
2004
Skellerup Jiangsu,
China, begins
gumboot production.
Acquisition of
Alucobond.
Thorndon Rubber
and Rubber Services
acquired.
Bisleys Environmental
Ltd integrated into the
Skellerup Group.
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United Kingdom
based, Ambic
Equipment acquired.
2006
Acquisition of
Gulf Rubber.
Skellmax Industries
changes name to
Skellerup Holdings Ltd.
2007
Acquisition of
Tumedei SpA, Italy.
2008
Divestment of
Containment
Systems, Conveyor &
Mining and Roofing
& Waterproofing
businesses.
2009
Divestment of
Alucobond.
Quatro boot launched.
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CORPORATE GOVERNANCE POLICY

CORPORATE GOVERNANCE POLICY
The corporate governance practices adopted by the Company meet the
requirements of the New Zealand Exchange’s Corporate Governance
Best Practice Code.
The Board of Directors is committed to maintaining the highest
standards of corporate governance. This report outlines the policies
and procedures under which Skellerup Holdings is governed:

CODE OF ETHICS
Skellerup’s Code of Ethics governs its conduct. Its purpose is to:
> Set policy and provide guidance for ethical issues,
> Establish compliance standards and procedures,
> Provide mechanisms to report unethical behaviour, and
> Provide for disciplinary measures

ROLE OF BOARD OF DIRECTORS

Sir Selwyn Cushing

David Mair B.E. MBA,

John Thompson

Liz Coutts

KNZM, CMG, Chairman

Director

Director

B.MS.C.A., Director

Sir Selwyn has had a varied and
broad-ranging career with many
of New Zealand’s highestprofile companies, including the
chairmanship of Air New Zealand,
Brierley Investments, Carter Holt
Harvey, Electricity Corporation,
Huttons Kiwi, Whitcoulls Group,
and was a director of Skellerup
Industries Limited (the original
Skellerup listed company) in
the nineteen eighties. He has
also served as a governmentappointed member of the
Securities Commission and the
N.Z. Apple and Pear Marketing
Board. His other current
directorships include NZ Rural
Property Trust, PGG Wrightson
and Rural Equities.

David joined the Board at the
end of November 2006. David’s
background of international
operations management
experience provides an excellent
fit with the Company’s expansion
of manufacturing capability and
market penetration particularly
in Asia. David is Chairman of
Stainless Design Limited and
a Director of Methven Limited
and A2 Corporation Limited.
He is a former Executive Director
of Interlock Group and was
a Vice President of Asia Pacific
Operations and an Operational
Council Member of ASSA ABLOY
(Sweden).

John was the founder of Gulf
Rubber (Sydney and Auckland)
which Skellerup purchased in
January 2006. He has had
over 35 years’ experience in all
aspects of the rubber industry
globally, with particular expertise
in sourcing highly technical
polymer products from Asia.
His experience also extends to
the establishment of joint venture
manufacturing relationships in
Asia and Central America.

A former Chief Executive of
Caxton Group, Elizabeth is
a Director of EBOS Group Limited
and Ravensdown Fertiliser
Co-operative Limited. She has
previously been Chairman
of Meritec Group Limited,
Industrial Research Limited and
Life Pharmacy Limited; Deputy
Chairman of the Public Trust;
and a Commissioner of both the
Commerce Commission and the
Earthquake Commission. She has
been a Director of the Health
Funding Authority, PHARMAC;
Air New Zealand Limited; Sport
& Recreation New Zealand; and
Trust Bank New Zealand; and
a member of both the Financial
Reporting Standards Board of
the New Zealand Institute of
Chartered Accountants and the
Monetary Policy Committee of
the Reserve Bank of New Zealand.
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The Board of Directors is elected by the Company’s shareholders to
direct and supervise the management of the Company.
The Board’s role is to:
> Establish the strategic direction and objectives of the Company
> Set the policy framework within which the Company will operate
> Appoint the Chief Executive
>	Delegate appropriate authority to the Chief Executive for the
day-to-day management of the Company
>	Monitor performance of the Chief Executive and the Board
Committees on a regular basis
>	Approve the Company’s system of internal financial control; monitor
and approve budgets; and monitor monthly financial performance

BOARD SIZE AND STRUCTURE
The Board is currently comprised of three non-executive Directors and
one executive Director. Non-executive directors are selected to ensure
that a broad range of skills and experience are available. One of the
non-executive directors is appointed as Chairman.
Board procedures ensure that all Directors have the information needed
to contribute to informed discussion on all monthly agenda items
and effectively carry out their duties. Senior managers make direct
presentations to the Board on a regular basis to give the Directors
a broad understanding of management philosophies and capabilities.
A formal system has been put in place to review the performance of
the Board and the individual Directors.

BOARD COMMITTEES
The Board has three standing committees, described below. The Board
regularly reviews the performance of the standing committees against
written charters specific to each committee.
1. Audit and Risk Management Committee
This committee comprises two non-executive directors, one of whom
is appointed as Chairman. The Chief Executive and the Chief Financial
Officer attend as ex-officio members; and the external auditors attend
by invitation of the Chairman.
This Committee meets a minimum of four times each year.
Its responsibilities are to:
> Ensure that the Company has adequate risk management controls
in place;
> Advise the board on accounting policies, practices and disclosure;
> Review the scope and outcome of the external audit; and
> Review the annual and half-yearly statements prior to approval
by the Board.
The Audit and Risk Management Committee reports the proceedings
of each of its meetings to the full Board.

The current composition of the committee is Liz Coutts (Chair) and
Sir Selwyn Cushing. The Committee met four times during the year
under review.
2. Remuneration Committee
This committee comprises two non-executive directors. It meets
as required to:
> Review the remuneration packages of the Chief Executive and Senior
Managers
>	Make recommendations to shareholders in relation to non-executive
director remuneration packages.
Remuneration packages are reviewed annually. Independent external
surveys are used as a basis for establishing competitive packages.
The current composition of the Remuneration Committee is
Sir Selwyn Cushing (Chairman) and John Thompson.
3. Board Nomination Committee
This committee comprises two non-executive directors. It meets
as required to recommend new appointments to the Board.
The current composition of the Board Nomination Committee is
Sir Selwyn Cushing (Chairman) and Liz Coutts.

ORGANISATIONAL STRUCTURE
AND FINANCIAL REPORTING
The Board has delegated the management responsibilities of the
Company to the Chief Executive.
The financial progress of the Company’s two divisions is reported
separately to the Board each month to enable divisional financial
performance to be analysed prior to consolidation of the accounts.
Delegation of capital expenditure is limited and clearly defined with
a Board-approved annual budget. This is monitored monthly.

INTERNAL FINANCIAL CONTROL
AND RISK MANAGEMENT
The Board, advised by the Audit and Risk Management Committee,
approves the Company’s system of internal financial control. This system
includes clearly defined policies controlling treasury operations and
capital expenditure authorisation.
The Chief Financial Officer is responsible to the Chief Executive for
ensuring that all operations within the Company adhere to the Board
approved financial control policies.
The Board has established a framework for the relationship between
the Company and the external auditor. This framework ensures that:
>	Recommendations made by the external auditor and other
independent advisers are critically evaluated and, where appropriate,
applied; and
>	The Company has defined policies and procedures in place as
appropriate internal controls to manage risk effectively.
The Board ensures that adequate external insurance cover is in place
appropriate to the Company’s size and risk profile.
The Company has a risk register that identifies the key risks facing the
business, and the status of initiatives implemented to manage them.
This risk register is reviewed and updated on a regular basis.

SHAREHOLDER RELATIONS
The Board aims to ensure that shareholders are kept informed of major
developments affecting the Company. Information is communicated to
shareholders primarily through the annual and interim reports.
Any material affecting the Company during the intervening period is
immediately reported to the New Zealand Stock Exchange under the
‘continuous disclosure’ regime.
The Board encourages shareholders to attend and participate fully
at the Annual Meeting to ensure a high level of accountability.
Investors can obtain information on the Company from its website
(www.skellerupholdings.co.nz).
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