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SECTION HEAD
INTRODUCTION

stRENGTH
IN NUMBERS
The Skellerup Group of companies
provides powerful, practical and reliable
solutions for industries that use polymer
components and vacuum pumps.

From our foundation in New Zealand over 96 years ago and our strong
reputation for manufacturing quality products, we’re steadily building
our international presence. We’re putting in place the relationships, the
products, the capability and the systems that will secure a mounting
share of today’s growing world-wide market for polymer products.
Our results speak for themselves...
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strong
FOUNDATIONS
I am pleased to report that we have
made further sound progress in
realising our growth strategy over
the past year. The group reported
a net profit after tax of $13.4m for
the 2006 year, up 6.4% from the previous
year; with Earnings Before Interest,
Tax, Depreciation and Amortisation
(EBITDA) of $31.8m – up 30%.
Group export/offshore revenues have increased from 50% in 2005
to approximately 58% of total revenue this year; and we expect these
to approach 63% for the 2007 year.
The acquisition of Gulf Rubber was a significant transaction for
the group, resulting in expansion of our capabilities and growth
potential in technical rubber products in global niche markets.
Our UK acquisition, Ambic, an international manufacturer/
distributor of technical hygiene products to the dairy industry, has
complemented this strategy.
The acquisitions completed during the year – particularly Gulf Rubber
– have increased the revenue and earnings contribution from the
Industrial Division. On an annualised basis, the Industrial Division
now contributes approximately 65% of group revenue; and its
EBITDA is anticipated to increase to approximately to 60% of group
EBITDA in the 2007 year.
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These shifts in emphasis are positive developments for the Company,
consistent with our strategic goals.
Our NZ operations performed well, and we have further consolidated
our position in the NZ market with two acquisitions as well as the local
operations of Gulf Rubber.
Skellerup is now established as an Australasian entity with a
management infrastructure and asset base in Australia which is
providing a solid foundation for growth in that market.
We have continued to develop our low-cost manufacturing strategy
with further investment in our China, Christchurch and Auckland
plants. Through Gulf Rubber we have also gained access to high
quality, low-cost manufacturing options across Asia.
A small, but significant part of our strategy was also to reinstate our
name as Skellerup – recognising the vision of our founder George
Skellerup, and the strong goodwill associated with the brand, based
on nearly a century of providing high quality products and services
in New Zealand and overseas. The name change, formalised on
1 March 2006, is a timely initiative to reinforce our iconic kiwi brand
over an increasing range of products, manufactured and sold in a
growing number of countries world-wide.

“ As we move towards achieving our
growth goals for the future, I would like
to thank the staff, management and
directors for their continued hard work,
and the enthusiasm and support they
show for the Company.”

“ The acquisitions completed during the
year have had the effect of increasing
the revenue and earnings contribution
from the Industrial Division; and
enhanced our ability to market more
highly technical rubber products for
a broader range of industries.”
keith smith, chairman
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Dividend

Future Prospects

Your Board has declared an increased fully imputed dividend
of five cents per share, which will be paid on 18 October 2006
to shareholders registered at 5pm on 6 October 2006.

Over the coming year, we will continue to seek opportunities to
build on the foundation we have established. We expect to identify
potential synergies between our subsidiary companies that will
enable production technologies and innovations to be shared, and
distribution channels to be utilised to the advantage of the total group.

This brings the total fully imputed dividend to eight cents for the year,
an increase of one cent or 14% for the year. In conjunction with the
increased dividend your Board has approved the introduction of a
Dividend Reinvestment Plan, details of which you will have received
with this report.
Our Annual Meeting will be held in Auckland on Wednesday
27 September 2006 at 2.30 pm at the Ellerslie Convention Centre.

While acquisitional growth will remain important, we will ensure our
group operational structure makes best use of common functions,
while preserving the specialist advantages that each company brings
to the group.
We are confident that 2007 will bring further sound progress towards
achieving our strategic growth.

Skellerup People

Skellerup owes its reputation and the progress we have enjoyed over
the past few years to a highly dedicated and competent team of staff,
management and directors.
As the Skellerup ‘family’ continues to expand to encompass people
from different backgrounds, working in many areas across the globe,
we are bound by the loyalty our people show to the Skellerup brand,
upholding its long-standing tradition of supplying quality products for
an ever-increasing range of applications.

Keith Smith
CHAIRMAN

As we move towards achieving our growth goals for the future,
I would like to thank the staff, management and directors for their
continued hard work, and the enthusiasm and support they show
for the Company.
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MANAGING DIRECTOR’S REVIEW
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GAINING strong
MOMENTUM
This year has seen the further
reinforcement and growth of our
core New Zealand base complemented
by the acquisition of Gulf Rubber,
which has enabled a major advance
into the Australian market.

This acquisition is not only complementary to our existing business,
but also propels us into global polymer markets, in line with our
established strategy of extending our reach into international niches
for technical rubber products.
We have continued to invest in cost-efficient manufacturing and
distribution capacity, as well as ensuring we provide outstanding
service to our customer base.
In line with the growth strategies we set last year, this year’s result
shows that both organic and acquisitional growth for the year has
been strong.
Group revenue increased by 34.5% ($40.8m) to $159 million,
and while a significant proportion of this increase resulted from
our acquisitions ($34.9m), organic growth of 8.4% was achieved
through increases in market share in selected target areas.
Earnings Before Interest and Tax, Depreciation and Amortisation
(EBITDA) rose by 29.7% to $31.8 million. This includes a
contribution of $5.4m from our five acquisitions this year (Gulf
Rubber, Jenco, Thorndon Rubber, Rubber Services and Ambic),
which was in line with our expectations for this period.

RIGHT: We aim to exploit our technical
and production expertise in global
niche markets for selected technical
products – primarily polymer
(rubber) products and vacuum pumps.
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In line with our global strategy, offshore and export revenues
now account for 58% of total revenue, up from 50% last year.
Despite increasing competition in the marketplace and higher
polymer costs, we have maintained our trading margins as we
benefit from efficiencies associated with new investment in our
manufacturing processes.
The Industrial Division continued its strong revenue and profit
growth, with EBITDA up 53% on 2005’s results. Although this
largely resulted from acquisitions, organic growth was a healthy 16%.

REvenue by customer locations

2%
11%

25%

42%
20%
New zealand – 42%

Australia – 25%

USA – 20%

UK & europe – 11%

Rest of the world – 2%

5

In the Agri Division, performance was relatively flat; with
revenue up 11% and EBITDA up 1%. Less favourable NZD/USD
currency contracts and lower factory recoveries impacted on this
division’s results.

Acquisitions and Initiatives

A number of business units performed outstandingly well during
the year, but the business units which most noticeably improved
their 2005 performance were MINC (USA), Containment (NZ),
and Conewango (USA).

Gulf Rubber is covered in more detail on page 19 of this report.

Skellerup was a strong cash generator again this year, enabling
us to continue our capital expenditure spending to support our
strategic initiatives.

The purchase of Gulf Rubber, our largest acquisition to date, was
finalised in February 2006; and already this company is contributing
strongly to our revenue and profitability.

We also completed the acquisitions of:
•

•

Health and Safety

Many of our companies have hazardous work environments so it
is extremely important that we do everything we can to ensure we
provide a safe work environment.

•

Over the past three years we have made real progress towards
providing a safe environment with the employment of health and
safety experts and the implementation of training and education
programmes across all our companies.

•

For our part, we remain very open to those who have suggestions
that will improve the working conditions and safety of our employees.
Our health and safety record continues to improve (Total Injury Rate
down 28%); as does our focus on sound environmental practices and
being a responsible corporate citizen in all our activities.
Management is totally committed to a safe workplace.
Our Environmental Report and Health and Safety Reports
are covered in more detail on page 24.

Thorndon Rubber, a Wellington-based rubber company supplying
New Zealand and Australian printing companies with a rubber
roller recovering service.
Rubber Services, an Auckland-based industrial rubber roller
recovering business and general rubber goods manufacturer.
Jenco, a Melbourne-based importer of rubber and cast iron
products that complements our DEKS business in the plumbing
and roofing industries.
Ambic, a UK-based supplier of animal hygiene equipment to the
world’s dairy industry.

“ Our aim is to continuously seek
opportunities to extend our marketing
and production capabilities into new
markets or geographic locations that
have fundamental common elements
– and where we can leverage our core
capabilities and brand recognition.”
DONALD STEWART, MANAGING DIRECTOR
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MANAGING DIRECTOR’S REVIEW

We have commenced an initiative to restructure our procurement and supply
chain functions across the group, into a centralised service structure.
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All these acquisitions contributed positively, and as a combined
group, they met our expectations for the period to 30 June 2006.
The process of capturing and exploiting synergies – while ensuring
that core functions central to each company are not lost – is greatest
in the first few months after purchase, but remains an important part
of our continued planning.
Of these acquisitions, two are based in New Zealand, while three are
offshore – reinforcing our strategy of extending our reach into niche
global markets.
As Skellerup continues to grow in size and geographical spread,
we recognise the importance of ensuring our group business systems
are of a high calibre – to enable our companies to offer exceptional
customer service in their increasingly competitive environments.
Project Vision is an important component of our future. It involves the
replacement of a multitude of computer systems within Skellerup with
a JD Edwards/Oracle system, chosen for its ability to align with current
systems as well as support our operations and strategic initiatives into
the future.
IT implementations are widely recognised to require careful
preparation and attention to detail to ensure that transition is smooth
and any problems are detected and resolved prior to ‘roll out’. We are
confident that the Vision team’s combination of technical capabilities
and comprehensive understanding of our business needs provides
the best possible foundation for the implementation process, which
will take place over the next two years commencing with Skellerup
Industries in November 2006.
We understand the importance of internationally cost-competitive
sourcing and manufacturing for future sales, while also maintaining
the high quality standards and reliability that are associated with
our brands.
We have commenced an initiative to restructure our procurement
and supply chain functions across the group, into a centralised
service structure.
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In the procurement function, the purchase of a wide range of
raw materials, components and finished products for our various
businesses is being consolidated and directed to low-cost suppliers
across the globe. Our infrastructure, networks, and growing
experience within the Asian region is serving to maintain cost
positions, while continuing to improve the quality of the materials
we are sourcing.
The supply chain initiative encompasses consolidation of warehousing
and supply lines, along with the use of better information systems
through Project Vision, to ensure that our products are delivered to
customers on time, with improved inventory levels and stock turns.
We will continue to invest in our facility in China, and the 2007 year
will see further expansion in China as the current site has already
become space-constrained.
Strategic Direction

We will continue to consolidate our existing strong market position
in Australia and New Zealand. In addition, we will look to exploit
our technical and production expertise in global niche markets for
selected technical products – primarily polymer (rubber) products
and vacuum pumps – by sourcing or manufacturing products at the
lowest cost site.
We recognise that we hold valuable Intellectual Property in relation
to the many manufacturing methods we have developed, and we will
ensure retention of these critical success factors within our own
in-house capabilities.
In order to grow at acceptable rates, it will be necessary to continue
our acquisition strategy whilst at all times ensuring acquisitions
continue to meet our demanding criteria.

The pride we have in our company values of quality, excellent service, reliability
and strong relationships is reinforced by our many long-serving staff and
extended to new staff, whatever their position or background.
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Skellerup People

This year has seen the Skellerup family expand to include an
increasing number of production, management, sales and
distribution staff based everywhere from the United Kingdom,
China, the United States and (of course) across the Tasman.

The domestic markets in wider Asia present opportunities;
and our growing manufacturing and distribution presence in these
locations will build our understanding and capabilities to supply
to these markets.

The pride we have in our company values of quality, excellent
service, reliability and strong relationships is reinforced by our
many long-serving staff and extended to new staff, whatever their
position or background.

We believe, however, that successful future growth will be dependent
on maintaining our current sound foundation to serve as an
expansion platform. We will continue to learn from our markets and
our subsidiaries – especially where they have particular experience
and proven capabilities in targeted areas.

We are delighted to welcome new staff to Skellerup Holdings,
and hope their association with Skellerup will provide them with job
satisfaction, good friends and colleagues, motivation and challenges
to reward them for their loyalty and hard work for many years to come.

Our experience with Gulf Rubber – in capturing and leveraging the
company’s experience in developing outstanding quality systems
and managing Asian suppliers – will provide benefits to other
companies within the group.

Outlook

Global growth is expected to remain relatively buoyant through
2006/07, driven partly by increased demand for commodities,
especially from developing nations such as China and India.
The outlook for New Zealand over the coming year is for retail
spending to reduce and the general economy to slow. However this
is expected to be accompanied by a fall in the NZ Dollar, which
should help many of our customers in industries such as forestry,
primary production, and dairying. Domestic investment in
infrastructure is expected to remain strong for some years to come.
The global rise in commodity prices has affected our polymer input
costs, with increases of up to 60% over the past 12 months and
further increases forecasted. Whilst we will do everything we can to
mitigate the impact of the increases we are confident the marketplace
continues to understand the necessity of passing these increases on.
Against this background, gaining a foothold in our identified target
markets is a key factor which we believe will contribute to good future
results. In particular, the success and expansion of our Chinese
facilities for the manufacture of gumboots and vacuum pumps will
deliver new opportunities.

Where possible, we will seek economies of scale – where the
benefits of consolidation and centralisation may be balanced
against individual company contributions.
In the coming year, while we will pursue opportunities to
acquire companies that meet our investment criteria, we will
focus more on promoting organic growth through innovation in
our existing businesses.
With the help of our dedicated team of staff, management and
directors, we are delivering on our strategy to create a strong and
dynamic organisation, well positioned for future growth.

Donald Stewart
MANAGING DIRECTOR
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OUR PRODUCTS

the sum of
our parts
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“Great things are done
by a series of small things
brought together.”
VINCENT VAN GOGH

With the fast pace of change and fierce competition that pervades
our industry, success for today’s manufacturers is heavily dependent
on harnessing innovative ideas and putting them into cost-effective
production – before your competitors can.
Our ability to come up with practical innovations that will generate
tangible benefits for our customers relies on the strength and
capability of our Research and Development people.
At Skellerup, we have a keen curiosity and desire to create new
technology that will help define the future of our industries. Whether
inspired by a comment from a customer or our incessant search for
a better way, we’re driven to innovate and push the state-of-the-art as
far as we can. Our people are imagining our future, today.
An important component of the way our R&D team works is their
close relationship with our marketing teams. Only by having a
thorough understanding of our clients’ businesses can we develop
products that will match their needs.
Through their detailed knowledge of the challenges our customers
face, our sales and marketing people are able to relay important
information to their respective R&D teams that helps solve customer
challenges in a powerful and cost-effective way.
What’s more, as we add complementary companies to the Skellerup
Group, we’re actively exploring ways in which the technology they
are developing could be used for other companies within the group.
The synergies to be found in innovative polymer manufacturing
technologies and processes for specialised products in one area could
well be transferred to give us a leading-edge advantage in another,
quite different company or product.
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Intuition Sports, Canada

Rob Watt, the founder of Intuition Sports in Canada,
first found Ultralon’s foam through our distributors.
He was so impressed with its quality and consistency,
he used it to make one-off custom ski boot liners for
friends and family. Perceiving the potential for his
products, Rob soon contacted Ultralon. Ultralon and
Intuition have worked together ever since.
“At first, Intuition used standard foam from
Ultralon’s range. But by combining my knowledge
and experience as a footwear designer, and his
understanding of the technical characteristics
needed in high performance ski boots, we developed

a special, highly-blended foam that met the
particular requirements of this application,”
explains Maurice Keats of Ultralon, New Zealand.
‘Herbalon Foam’ is patented by Intuition,
so competitors are forced to buy it from them.
It has given Intuition the decisive advantage the
company needed in the market place. Rob and his
team have developed a tremendous reputation
for designing and manufacturing boot liners.
Intuition now works with many major Ski and
Snowboard companies like K2, Dalbello, Scarpa,
Nordica, Thirty Two, and Full Tilt.

At all stages, Intuition and Ultralon work closely
together. Maurice believes that such partnering
for innovation is important to Skellerup’s future:
“It takes strong partnerships to invent something
and then get it into the shops. It’s tremendously
satisfying to see our branded product in shops
world wide – it proves that innovation and hard
work pay off.”
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“ Research and Development (R&D) is
the cornerstone of our business: our
greatest strength. In 2006, we invested
in R&D in many ways well over and
above those identified as pure R&D
costs. Our consistent investment in this
area has been worth every cent.”
All over the world, our R&D teams are working on exciting new
projects that will shape the future. We’re actively working on ways
in which we can continuously improve the communication between
our R&D teams – through exchanges, encouraging interaction, and
facilitating communication between team members.
Listed below are highlights of some of the initiatives we’re working on.
	We are developing a state-of-the-art ‘exhaust oil separator’
which reduces environmentally damaging oil vapor emissions
from industrial vacuum pumps. Masport in Nebraska, USA has
designed it to be 20% more efficient than the best separators
produced by our competitors. This will allow vacuum pumps to
have a near-zero-impact on the environment.

•

takes less time and uses less energy to achieve a better milk yield.
VacPlus® has been enthusiastically received by the market, with
extremely healthy sales for this year
and more growth expected.
	Based in Christchurch, Ultralon markets a deodorising system
for storage tanks that changes the chemical composition and smell
of whatever is stored. The company is also developing high-tech
foam that absorbs the force of impacts. Following a successful
debut at major industry shows, ‘Ultrastop’ will be used by several
leading European manufacturers to make protective headgear
and padding.

•

	FLEXIFLO® mining mill liners were developed by Skellerup
Industrial in 2004–5 to help mining operations to move sticky
ore through chutes for shipment. Its unique rubber slats flex
and vibrate as iron ore moves, minimising the build up of ore
and improving the efficiency of the process. Working with key
customers in the mining industry, Skellerup has now developed
a number of different versions of FLEXIFLO®
– designed to suit specific ore
characteristics and sizes
of material.

•

	After 12 months investment in R&D, Skellerup Dairy’s new
Reflex VacPlus® milking liners are the first product developed for
New Zealand’s dairy industry which incorporate a pre-collapsed
oval barrel. The oval shape has been proven to create a more
efficient vacuum around the cow’s teat, which means milking

•
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OUR PRODUCTS

Robert Murrell
R&D, TECHNICAL SALES,
DEKS, AUSTRALIA

ABOVE: Robert sees
working closely with
leading manufacturers
as a highlight of his role.

Robert is a high-achiever with 21-years
experience. He is part of the highlymotivated management team that leads
DEKS Research and Development and
Technical Sales teams. In the two years
he’s been with DEKS, his greatest
achievement has been leading a new
global marketing strategy for washers.
“Because of its global focus, the strategy
proved challenging and took many months
of hard slog. Fortunately, we had a few
lucky breaks with some of the larger

players in the market, and the strategy
is now returning better results than we
had initially expected.”
In this respect, he sees working closely
with leading manufacturers – to influence
the future direction and standards of
the fasteners industry – as a highlight
of his role.

To help with his absences, Skellerup let
Robert set up office at his 5-acre home in
Australia’s tropical Darwin, which provides
his family with a support network of
friends and family. “If my family is happy,
then I can concentrate more fully on my
challenging role within the company:
it’s the best of both worlds.”

When his demanding schedule allows,
Robert enjoys racing go-karts with his son
and fishing with his wife. However, his job
requires frequent travel, which takes him
away from his family for long periods.
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	We are now ready to take this innovative product to other parts
of the world – where we are confident it will be enthusiastically
received by our customers.
 mbic Equipment in Witney, England has created new
A
foaming technologies for preparing and sanitising cows’ teats
before and after milking to help prevent mastitis. This technology
has been exclusively licensed to an industry-leading dairy chemical
manufacturer. Joint-venture research is also under way to develop
new products for earlier mastitis detection and better herd fertility
management. These will substantially reduce the two biggest costs
for dairy farmers across the world.

•

	A new belt splicing method was developed for conveyor belts
in New Zealand Post’s mail sorting machines – based on a bright
idea from a staff member working in Skellerup’s Otara plant.
The technique of melting the ends of belts together rather than
stitching them has made the belts far more durable, safer, quicker
to install and quieter than the old belts. NZ Post was delighted with
the innovation, and congratulated our team on this innovation.

•

	We have developed a longer-lasting, better-protecting roof flashing
called ‘DekStrip’. Its improved properties are due to a new
thermoset plastic elastomer called FlexiteQ, developed by DEKS
in Melbourne, Australia. Their engineers also successfully met the
challenge to develop more efficient methods to manufacture this
innovative flashing.

•
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Skellerup stands at the forefront of industrial research in polymer
technology, and our strong emphasis on the value of R&D infuses
all aspects of our operations.

“	We always look forward; we innovate
to grow, and as a result, we
always aim to be one step ahead
of our competition.”

Jerry Young
GENERAL MANAGER,
MASPORT INC. USA.

ABOVE: “My goal is not
only to grow MINC sales
and profits but to make
it a model workplace
for others to emulate.”

Jerry is not your typical boss. He is a
multi-award winning Flight Commander
and was Deputy Commander of the
US Military’s busiest flying operation:
the 47th Operations Group. The US Air
Force motto: ‘No One Comes Close’,
certainly holds true for everything
Jerry does. But, for all his achievements,
he still has further ambitions:
“I was looking for the opportunitiy
to accept responsibility for an entire
business operation and help it succeed.
Skellerup provided me that opportunity.”

Jerry has been General Manager of
Skellerup’s subsidiary Masport Inc.
(MINC) based in Lincoln, Nebraska
for two years now.
He sees his main tasks as creating a
workplace that people are keen to be
a part of, and implementing countinuous
improvement processes which ensure
the long-term health and viability of
the organisation. The rest of his work
involves strategic planning to grow
Masport’s business.
“The higlight of my job is taking a good
organisation and making it better.
Skellerup, through MINC, has provided me
with that opportunity.”

Jerry is married with two children and
his interests include his family, triathlon
training, hunting, and skiing. He has
thoroughly enjoyed being a part of the
wider Skellerup group, and is excited about
his plans for his future with MINC:
“The people here at MINC and throughout
the Skellerup network have demonstrated
congeniality, postive work ethics, and
commitment to our organizations.
My goal is not only to grow MINC sales and
profits but to make it a model workplace
for others to emulate.”
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ABOVE: Deks - at the
leading edge of roof
flashing innovation.
Dekstrip Roof Flashing

Architects are always pushing the limits of design. The roofing lines
on new buildings seem to keep exploring new shapes, planes and
angles – which makes the job of providing a guaranteed weather-proof
covering solution more and more challenging.
To ensure these bold designs provide practical and durable weather
proofing and continue to work effectively in varying climates, building
materials must evolve – and DEKS is at the leading edge of this kind
of innovation.
A recent success story for the company is a type of roof flashing
developed by DEKS, called DekStrip. DEKS took the existing product
type, and re-designed manufacturing processes to further enhance
the performance of the product.
With a new machine for manufacturing, combined with higher
performance materials, our R&D team was able to position DekStrip
as an extremely flexible, high performance weather sealing solution
– ideal for complex roofs. It also lasts up to six times longer than
standard products, which prompted DEKS to extend the product’s
warranty to 20 years.
DekStrip can be heat welded on non-stress joins to save time,
give a more professional finish, and minimise the requirement for
environmentally unfriendly sealants. What’s more, it has exceptional
capability to withstand the expansion and contraction effects of
extreme temperatures, and is also unaffected by vibration.
All these features combine to make DekStrip a product with a wide
range of applications, keenly sought after by leading construction
companies and recommended by many prominent architects.
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AGRI BUSINESS operations
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agricultural
stRENGTH
Our Agri operations, this year, have grown primarily
through acquisition with total revenue for the division
at $55.2 million, reflecting an 11.6% increase over last
year. EBITDA of $16.2m was a 1% increase over 2005.
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REVENUE

$55 MILLION
11% INCREASE ON 2005 YEAR
EBITDA

$16 MILLION
1% INCREASE ON 2005 YEAR

AGRI BUSINESS HIGHLIGHTS

Revenues up 11%, reflecting acquisition of Ambic (UK)
Growth opportunities in international footwear
Increasingly cost-effective manufacture in China
Opportunities in emerging dairy markets
13

AGRI OPERATIONS

The Agri Division benefited from the acquisition of UK-based Ambic,
a global manufacturer and distributor of animal hygiene products
principally for the dairy industry.
Solid performances were achieved from the majority of businesses
within the Agri division, with particular gains in our New Zealand
dairy businesses.
Over the past three years, we have invested in manufacturing facilities
in China in order to maintain production costs at levels that will allow
us to remain internationally competitive.
AGRI INTERNATIONAL

Agri International distribution – which supplies rubber products
(such as liners and tubing) vacuum pumps, gumboots and milk
filters to offshore customers and New Zealand-based global OEMs
– achieved good growth this year, with revenues increasing by 8%.

We have achieved new business for our tubing in both the United
States and Europe this year. The quality of our tube – compared to
tubing previously distributed by our new USA customer – has seen
the product ‘flying off the shelves’.
At the request of a customer, our research and development team,
recently developed a new tubing product that will withstand the
effects of nitric acid. Our customer has now introduced the new
product across its range with very positive results.
We have invested in developing relationships and understanding
the needs of emerging dairy markets such as China, Chile and
Brazil over the past few years. The insights we have gained,
together with networks and contacts we are building in these
regions, will be instrumental in enabling us to enter these markets
and build market share.

Our own branded USA dairy rubberware distribution business,
Conewango, continued its steady growth due to the quality of its
products and service.
The newly commissioned vacuum pump manufacturing plant in
China is now delivering to expectation, and has created opportunities
to manufacture products under contract for global OEMs who
currently manufacture their own dairy pumps in-house in higher cost
economies (such as Europe and the USA).
We expect to have limited milking liner production capacity in China
by the end of the 2007 year, which will enable us to better service
our existing and prospective Asian customer base and to compete
within the highly competitive, growing Chinese market.

LEFT: Our
��������������������
new liner range
VacPlus® – has been very well
received by our customers.
They have helped deliver
good growth in our own
branded liner business over
the past year.
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AGRI BUSINESS operations

Mandy Yuan
PURCHASING
ADMINISTRATOR,
SKELLERUP,
CHRISTCHURCH

ABOVE: Mandy is using
her business and
language skills to assist
in liaising with our
China operation.

Mandy could watch movies all day long.
It is one of her great passions. The other
is her desire for self-development.
To realise her ambitions, she moved
to New Zealand four years ago, to study
English and Business Management,
leaving behind an administrative
career in China.
Only six months into her new role as
Purchasing Administrator with Skellerup

in Christchurch, Mandy has already
been placed in a position of significant
responsibility. She is now using her
business and language skills to assist
in liaising with our China operation.
The highlights of her job include meeting
suppliers, learning how different
businesses work, and making
many new friends.

something I had expected when I
started working here.”
But, she is pleased with how things
have gone and looks forward to the
opportunity to further develop her
knowledge, experience, and skills.

Mandy is somewhat bewildered by her
rapid progress: “I was lucky to be given
the opportunity to return to China for my
work with the company. This was not
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We have also identified a market for contract-manufactured
technical gumboots in North America, and we are working to
establish our credentials with the prospective customer.
We are also finalising our own brand strategy for international
technical gumboot markets, recognising the differing product
designs and specifications of these markets.
Agri New Zealand

Skellerup is a long-standing trusted supplier of dairy
consumable products, gumboots and leather footwear to
New Zealand’s rural retailers.
The rural retail channel in New Zealand and Australia continues to
become more competitive as consolidation in this sector continues.
This year, key customers in both the rural and industrial safety
sector embarked on stock reduction programmes which resulted
in limited growth in revenue for our footwear range. It is important
that we continue to invest in our brands and efficient manufacturing
capability, to ensure we retain our current strong value proposition
for our customers.
Our new liner range – VacPlus® – was launched in New Zealand
in March this year, following extensive development from our R&D
team. These liners are high performance products, with durability and
performance characteristics which place them at the premium end
of the market. They have been very well received by our customers,
and have helped deliver good growth in our own branded liner
business over the past year.
Revenue from the market-leading ‘Peach Teat’ calf teat, increased
significantly over the year, and we believe there is good potential for
continued growth.
We maintained our Australasian market share of our market-leading
range of milk filters, manufactured by our subsidiary, Stevens Filterite.
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Ambic Equipment Limited

Based in Witney (Oxford, UK), Ambic was purchased by
Skellerup last year and came into the group on August 1st 2005.
Ambic manufactures a range of dairy hygiene equipment and is
the world’s leading supplier of equipment for the prevention and
detection of mastitis in dairy cattle.
Ambic’s integration into Skellerup has been led by its manager,
Colin Kingston, a long-term industry participant and previously
a 25-year customer of Skellerup.
One of the benefits from the acquisition is Skellerup’s access to
Ambic’s specialist skills and knowledge as a world-wide leader in
dairy herd health issues.
Looking Forward

In the longer term, growth opportunities for our Agri division exist
within emerging dairy markets, and from increasing our market
share of dairy consumables, vacuum pumps, and footwear products
in the United States and Europe.
As our acquisitions in this sector are further integrated into the group,
we will actively seek opportunities for more efficient and economic
manufacture of products, particularly ensuring we have identified the
most cost-competitive locations for production.
The division is gradually expanding to provide a more comprehensive
range of products to the dairy industry, and we will continue to
explore ways in which we can get best use of our distribution
channels world-wide for the product categories represented in
our companies.

We have invested in developing relationships and understanding the needs
of emerging dairy markets over the past few years. This investment will be
instrumental in enabling us to enter these markets and build market share.
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Terry Winfield

Daviesway, Australia
LEFT: Terry thinks
Skellerup has a lot to
offer Ambic “After being
bought by Skellerup,
Ambic has come alive
again!”

PRODUCTION MANAGER, AMBIC, UNITED KINGDOM

When Terry moved from her family in Scotland to a little village called Clanfield
in the UK to marry Keith back in 1969, she didn’t envisage that they would spend
most of their married life not only sharing their shared passion for Manchester
United football – but also working for the same company.
Starting as an assembly worker at Ambic 25 years ago, Terry is now responsible
for production planning. Her role involves planning the workload for seven
assembly workers on a daily basis working with procurement staff and Ambic
mould shop people to iron out component shortages, completing works orders,
and doing quality control inspections on assembly lines several times every day.
Terry thinks Skellerup has a lot to offer Ambic “The company owes its stability
and success to the quality of its products and the dedication of its staff.
I know many people in other Skellerup companies have shown their commitment
– working for the same company for many years.
After being bought by Skellerup, Ambic has come alive again! It’s exciting to
see that now we are part of a wider group of specialist companies in polymer
production, we will be able to develop new products that will enable the company
to grow.”
Terry’s husband Keith is also a veteran with 20 years’ work experience at Ambic
– and their strong family ties with their children, grandchildren and extended
families in Scotland and Clanfield are boosted also by the social camaraderie
of the team at Ambic.

John Davies is the proud owner of Daviesway, a Melbourne-based manufacturer
and distributor of milking machinery and componentry, as well as other
necessities for the dairy industry like Skellerup gumboots.
The company has a history of supplying quality products to Australian and
international dairy farmers since it was founded by John’s grandfather in 1911
– and its association with Skellerup goes back more than 20 years.
“The reason our association has been such a success is that we have the same
commitment to high quality products and we work closely with Skellerup people
to bring innovative design and development to our customers,” explains General
Manager Rex Parker. “We have regular meetings both at our base in Melbourne
and with Skellerup in Christchurch, to discuss the latest technologies and
how we might apply them to product innovations for our clients. We know the
Skellerup people at all levels really well, and both companies get benefits from
each other’s strengths and networks.”
The supplier-customer association of the two companies goes both ways:
While Daviesway is a key customer of Skellerup and distributes a huge range
of Skellerup products throughout Australia, Skellerup also buys Daviesway
equipment to export to its customers in China.
Mike McKessar, Chief Operating Officer of Skellerup, recognises the advantages
that Skellerup’s close relationship with Daviesway has brought: “The constant
and open liaison between management, marketing, and R&D teams in Daviesway
and Skellerup is the key to the strength of our association. Daviesway and
Skellerup are more than associates – they have become extended family,
and we’re certain that this will bring tangible benefits to both companies for
many years to come”.
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INDUSTRIAL
stRENGTH
The Industrial Division performed well in the 2006 year, on the
back of a resurgent US economy, significant infrastructural spend
in New Zealand, and an Australian economy benefiting from strong
commodity prices. The acquisition of Gulf Rubber this year resulted
in a significant expansion into Australia, export markets and technical
polymers. In line with our strategy to increase our penetration into
targeted overseas markets, Industrial revenues outside NEW ZEALAND
increased their contribution to 60% of overall divisional revenue from
55% last year. We expect offshore and export revenues in this division
to increase further to approximately 65% in 2007.
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revenue

$104 MILLION
51% INCREASE ON 2005 YEAR

Industrial BUSINESS HIGHLIGHTS

EBITDA up 53% on last year
Strong contribution from acquisitions
Organic growth 16%

EBITDA

$17 MILLION
53% INCREASE ON 2005 YEAR

Efficiency gains from merger of manufacturing operations
Substantial growth into Australian market
Significant opportunities for growth
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During the year, we have integrated some recent smaller acquisitions
into existing Skellerup businesses – where similarities in operations,
products, suppliers and/or markets lead to efficiencies and enhanced
customer service. Gulf’s unique attributes demand that it continues
to operate as a stand-alone business, however Skellerup’s Australian
mining business will be integrated into Gulf in the new financial year.
New Zealand

“The outlook for energy and mining
related projects is still robust, with
well publicised, significant investments
planned in New Zealand in these areas,
particularly within the South Island.”

The New Zealand Industrial business had another strong year,
despite the downturn in the important export sector. Our Conveyor
and Containment businesses benefited from continuing capital
infrastructure spending – with Conveyor benefiting in areas of
heavy industry such as coal handling (Genesis), and steel
manufacture (BHP Steel); and Containment from environmental
infrastructural spending.
The Roofing business benefited this year from the diversification
into new products it has undertaken over the past five years.
Ultralon continued to build its important export ski and snowboard
boot liner markets, now supplying premium quality foams into these
products for some of the best-known brands in ski and snowboard
boots sold throughout the world. Ultralon’s growth prospects are
increasingly offshore.
The heavy industrial roller recovery businesses of Skellerup (Otara)
and new acquisition Rubber Services (Penrose) have been merged
onto the Penrose site, in order to capture productivity gains and
improve our ability to service customers. A number of rubber
processing presses from Gulf Rubber have also been moved to the
Penrose site, creating a centre of excellence for the manufacture of
the less technical polymer products, which will give improved service
in the NZ rubber moulding market.

above: Through
�����������������������������������������������������������������
moving some of the operations of our subsidiaries to the
Penrose site, we are creating a centre of excellence for the manufacture of
the less technical polymer products.
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INDUSTRIAL BUSINESS operations

We are confident that our current level of expertise – combined with our
efficient manufacturing and sourcing options – will enable the Industrial
Division to continue to provide the growth platform we are seeking.
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Australia

DEKS continues to grow organically, as well as through the integration
of this year’s acquisition Jenco into the business. Much of the growth
is due to the company’s strong development program, which is focused
on further developing the (Dektite) roof flashing and roof fastening
washer ranges. The company’s performance is also boosted by strong
technical marketing efforts directed at export markets – particularly in
the United States. DEKS UK distribution operation recently moved into
larger premises to accommodate growth in operations.
Skellerup Mining’s mill lining business in Australia has experienced
solid growth over the past year. Mining has continued to build its
customer base, including winning a prestigious mill liner fit-out into
Carpentaria Gold.
Another significant contract for a mill lining system was won and
installed in Mongolia, with prospects for further work in this region
and throughout Asia. Despite the challenges of the conditions
and remoteness of completing mining installation projects in such
countries, the contract was completed without a hitch – and with
enthusiastic endorsements from the customer.
Skellerup continues to increase its product range within the mining
sector. Our innovative FLEXIFLO® solution for lining chutes is an
example of a product which has had a profound effect on increasing
the efficiency of our customer’s operations. FLEXIFLO® continues
to experience healthy revenue growth and new markets for this
specialised product are being pursued.
New acquisition Gulf Rubber’s well established markets throughout
Australia – as well as in New Zealand, the USA and Europe – have
provided Skellerup with a powerful means to build its share of market
in these areas. Gulf is covered in more detail on page 19 of this report.
USA

Revenue from vacuum pumps in the United States has continued
to gain momentum, with our strongest markets – the truck-mounted
liquid waste and oil fields – having shown excellent growth, resulting
in an overall revenue increase of 30%. This growth has come from
increased investment in capital in the oilfields (driven by the oil price)
and from a stronger US economy.
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Skellerup products featured in the mammoth efforts needed to
clean up after the rash of hurricanes (including Hurricane Katrina)
that hit the southeast coasts of the U.S.
The company has been mindful of the urgent requirement for
vacuum pumps in these unfortunate times and our staff have made
exceptional efforts to ensure delivery to the customer in short order.
Looking Forward

The Australian and US economies – as well as NZ infrastructural
spending – are expected to continue at current levels in the
2006/2007 period, which will underpin the Industrial Division’s
performance going forward. The Australian mining sector will remain
very buoyant, based on demand from China and India for Australian
mining commodity products. Vacuum pump sales are forecast to
remain at elevated levels due to high oil prices and the relatively
strong US economy.
The Industrial Division continues to concentrate on the supply
of both technical and less technical products in Australasia, as
well as technical polymer products and vacuum pumps globally.
We are confident that our current level of expertise – combined with
our efficient manufacturing and sourcing options – will enable the
Industrial Division to continue to provide the growth platform we
are seeking.

“ Skellerup products featured in the
mammoth efforts needed to clean up
following the rash of hurricanes
(including Hurricane Katrina) that hit
the southeast coasts of the U.S.”

Scott Thompson

Until this year, Scott Thompson worked
in the family business that his father
John started up in 1981. With Skellerup’s
purchase of Gulf Rubber, Scott’s role
hasn’t changed – but being part of a
major international polymer manufacturing
group has broadened his – and his
company’s horizons.

Based in Sydney, Gulf commands a niche
within Australasia in the design and
manufacture of highly-technical rubber
and polymer products. Gulf products are
commonly used in the automotive,
appliance, medical, construction, mining,
valve control, and irrigation industries.
While Gulf’s main operations are based
in Sydney and Auckland, the bulk of its
manufacturing capacity is based in Asia.

Scott joined the company in 1996,
and worked his way up the ranks of
Gulf from salesman to General Manager
of this multinational company.

Following Skellerup’s recent acquisition
of Gulf, Scott has continued in his role as
General Manager. He thinks the companies
are a good match and that Gulf’s future

GENERAL MANAGER,
GULF RUBBER, SYDNEY

ABOVE: “The cultures
of Gulf and Skellerup
are a perfect fit
- and Skellerup
offers synergies
with our technical
and manufacturing
capabilities.”

looks better than ever: “The companies’
cultures are a perfect fit and Skellerup
offers synergies with our technical and
manufacturing capabilities. Plus, being
part of a larger company gives us more
opportunities for growth in the future.”

19

GULF RUBBER ACQUISITION
The purchase of Gulf Rubber (Gulf) on the 1st of
February 2006 is the largest acquisition made by
the Group in its four-year history. Founded in 1981,
Gulf is based in Sydney, but also has significant
operations in Auckland.
Gulf commands a world-wide niche in the design,
manufacture and distribution of technical polymer
products including thin wall diaphragms, pipe seal
gaskets, specialty o-rings and automotive
components which are sold into the household
appliance, automotive, medical, irrigation,
water supply and plumbing industries.
Gulf prides itself on its very active research and
development team. The team liaises closely with
customers to develop cutting-edge technical
products, then either manufactures the product
themselves or works with a network of suppliers in
Vietnam, China, Taiwan and Thailand to manufacture
the final product.
Distribution extends to Australia, New Zealand,
Europe and the United States, with exports
(out of Australasia) accounting for about 20%
of its sales. Gulf’s management believes that
‘virtual manufacturing’ – using its own expertise
to develop products and then taking advantage
of cost-effective manufacturing (including
Skellerup’s China operation) – is key to its
current and future success.
The purchase of Gulf was a logical step for both
Skellerup and Gulf, as the respective cultures are
very similar; distribution networks complementary;
and both focus on research and development. Gulf’s
expertise in advanced polymer technology added
to the already strong manufacturing and technical
capabilities active within Skellerup. Skellerup was

also attracted by the potential Gulf has for strong
organic growth, which would be further leveraged
through synergies with other Skellerup companies.
Gulf’s New Zealand operations are focused on
precision polymer mouldings for the local market,
and precision polymer flow control products for
the European and USA markets. Prior to its
acquisition by Skellerup, the transfer of the
majority of New Zealand manufacturing to Vietnam
was completed. The manufacture of some products
which didn’t fit the company’s future vision was
transferred to the Rubber Services factory based
in Penrose where we have developed a centre of
excellence for the manufacture of lower volume,
less technical products.
The last 12 months has also seen the successful
implementation of plastic component manufacturing
into Gulf’s NZ Plant, with a number of projects
now running. This development enhances the
company’s ability to service the flow control
market internationally with sub assembly products
incorporating multiple polymers.
Switch control diaphragms – which control the
water level in dishwashers and washing machines
– are a core product supplied by Gulf NZ.
These products are sold to Europe’s five main
switch manufacturers who sell their switches
internationally. The switch control market has
grown significantly in the last 12 months driven
by demand from Europe, USA and China, and this
growth is predicted to continue.

Gulf’s Australian operations are primarily involved
in selling a wide range of precision industrial rubber
products – mainly within Australia. Gulf Australia has
focused its energy over recent years on developing
niche products within the automotive industry which
have significant export potential.
Two new products have been developed to provide
a cost-effective component for drive shaft
assemblies. One of these has been designed and
tested through a local customer over the past
18 months, and the other is expected to be ready
to market by the end of next year. Both these
products are attractive for export markets – and we
will be targeting sales in the USA, Europe and Asia.
Gulf has several major projects nearing completion
for new and existing customers which will bolster
performance for the 2007 and 2008 financial years.

LEFT: Skellerup
��������������
was
attracted by the
potential Gulf has for
strong organic growth,
which would be further
leveraged through
synergies with other
Skellerup companies.

SKELLERUP HOLDINGS LIMITED ANNUAL REPORT 2006

SECTION HEAD
WORLDWIDE
OPERATIONS

CHINA

United Kingdom

SKELLERUP RUBBER PRODUCTS JIANGSU

DEKS UK
AMBIC EQUIPMENT

GLOBAL MUSCLE
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Australia
DEKS (INCLUDES JENCO)
GULF RUBBER AUST
SKELLERUP MINING

Our Kiwi Icon goes global.
Skellerup’s longstanding track
record of supplying reliable
products for our farming and
industrial communities has earned
us a solid reputation for quality in
New Zealand and Australia. We know
we’re a trusted household name,
world famous in New Zealand!
But how can the Group utilise this strong position to make best use of
our increasingly global marketplace?
Over the past few years, Skellerup has steadily built its presence to
gain a foothold in the extensive markets of the United States, Europe
and Asia, and achieved sound growth in the Australian market for our
many polymer products and vacuum pumps.
What’s more, we’re now tapping into an increasing pool of world-wide
expertise, making the most of the strengths of our manufacturing and
distribution capabilities, both offshore and within New Zealand.
While we continue to build our domestic strength through purchase of
complementary companies in New Zealand, our focus now is more on
extending our offshore capabilities. Of the five companies we added
to the Group this year, three are based offshore – reinforcing our
strategy of seeking niche overseas markets as well as companies with
high organic growth potential in those markets in the near future.
Our manufacturing facilities in China for gumboot and vacuum pump
production, are now fully up to speed. Alongside the advantages
these bring in terms of proximity to other global markets and more
competitive costs, we balance our need to ensure that we keep
control of our Intellectual Property.
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The company’s acquisition of Gulf brought us a group of staff who
are very experienced in managing offshore factories, particularly in
developing quality systems and managing supply chains throughout
Asia. Together with our existing highly competent and knowledgeable
staff, this group is working to ensure that Skellerup gets the best from
competitive offshore manufacturing and distribution facilities and
exploiting opportunities to benefit from synergies between
our companies.
World-wide, major increases in demand for commodities from China
and India are driving investment in the industrial sector, and our
research and development teams are constantly assessing the sectors
and products that we need to focus on to gain best advantage from
this growth.
For example:
•

Sales of our FLEXIFLO® modular rubber profiles used in the mining
industry to help move sticky iron ore through chutes for shipment
are now building strongly. Enhancements to the resilience and
dynamic qualities by our research and development teams in
conjunction with key clients have prompted increased sales in
Australia as well as new business in Asia, and we expect this trend
to gather momentum over the next year.

NEW ZEALAND
SKELLERUP INDUSTRIES
– DAIRY

USA
CONEWANGO
MASPORT INC

– FOOTWEAR
– CONVEYOR & MINING
– INDUSTRIAL RUBBER
– CONSTRUCTION
ULTRALON
GULF RUBBER NZ
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Martin Li
FOOTWEAR PRODUCTION
MANAGER, SKELLERUP RUBBER
PRODUCTS, JIANGSU

After attending Zhejiang University, Martin focused
his career in China’s booming footwear industry,
and is now production manager for footwear at
Skellerup’s new operation in Jiangsu.

•

Our subsidiary Ultralon, which specialises in manufacturing and
supplying high quality closed-cell foam, has been boosted by new
business secured in the United States and Europe, providing foam
for the production of sporting goods used for activities such as
skiing and watersports.

We now have a number of substantial subsidiaries based in
New Zealand, China, Australia, the United Kingdom and the
United States. The sales activities of these companies now extend
to over 50 countries – on every continent except Antarctica.
The proportion of our business that is undertaken outside
New Zealand continues to grow steadily, and we see this as a
very positive indication of the growing international strength
and stability of the group.

ABOVE: Martin
��������������
enjoys
his diverse role as
Production Manager
for footwear at
Skellerup’s new
operation in Jiangsu
- especially the
opportunity to learn,
improve his English,
and the possibility of
traveling abroad as
part of his work.

Martin is responsible for the entire gumboot
production process, from raw materials through to
final product testing. He also manages the footwear
plant’s employees, research and development
– and if that weren’t enough, he’s constantly in
touch with Skellerup’s Kiwi Research and
Development team, half a world away.
Head-hunted by Skellerup Jiangsu only four
months ago from his previous role as Vice-General
Manager of a snow boot manufacturing company,
Martin has already identified and dealt with
several issues that had previously hampered
our operations.
For all the hard work and responsibility, he enjoys
what he does – especially the opportunity to learn,
improve his English, and the possibility of traveling
abroad as part of his work. The downside however
is that Martin now works five hours drive away from
his wife and 10 year old son, who he can visit only
every two weeks.
“I miss my family, but China has many people
and a lot of competition for jobs, so it is a price
I’m prepared to pay to work for such an
excellent company.”
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OUR PEOPLE

our
people
our
strength
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The Company has continued to grow over the past
12 months, with further increases in employee numbers
across the business. We welcome new team members
from Gulf Rubber in Australia and New Zealand;
Jenco in Australia; Thorndon Rubber and Rubber
Services in New Zealand; and Ambic in the UK.

A feature of this year has been the integration of some of the
companies and operations of the companies we have recently
purchased into the operations of others. It is logical to combine
operations where there are similarities in the processes and/or
materials used, so that our overall operations become more efficient.
A useful spin-off is the benefit this brings to the people in
these companies – they are able to build their knowledge and
relationships through working alongside others in their industry,
learning from each other’s strengths, and bringing together the
best that both organisations have to offer.
One of the most interesting benefits of Skellerup acquiring new
companies has been the diversification of the Skellerup family
of staff. Across Skellerup, there are people from many different
races, cultures, backgrounds and walks of life – but all are bound
by a common set of values that recognises the importance of strong
relationships, a commitment to quality, and enthusiasm for bringing
together our collective talents to create outstanding, innovative
products that meet our customers’ needs.
Over the past 12 months, we have developed the leadership
model that we discussed in last year’s report, and this is
currently being implemented across our businesses. It will assist
us with recruitment and – importantly – it will provide clarity
around career paths, assisting both personal development, and
succession planning. The leadership model was developed in house,
involving interviews with 36 people in a variety of geographic areas
and roles across the business.
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Over the past eight months a lot of work has gone into the
implementation of a new Payroll and HR system for the business.
With the rapid growth in employee numbers we have experienced
following Skellerup’s expansion over the past three years, this is
needed to streamline our personnel records, making payroll and
HR management more efficient.
The new system went ‘live’ in our Skellerup Industries businesses
at the beginning of August, and will be implemented in the
remainder of the New Zealand and Australian businesses over
the next three months.
We are frequently delighted with the comments that come through
that demonstrate the loyalty our staff feel for Skellerup. The close
bonds that keep some of our longest serving staff employed by their
companies for decades are also felt by newer employees. Many have
indicated that they feel they are treated with respect, and one
staff member from MINC in the United States summed up many
employees’ views recently by telling us “I wouldn’t hesitate to
recruit friends into the company”.

MAIN PICTURE: Across
�������
Skellerup, there are
people from many
different races, cultures,
backgrounds and walks of
life – but all are bound by
a common set of values.
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STAFF TURNOVER

DECREASE IN ACCIDENTS

27% LOWER THAN PREVIOUS YEARS

LOWER THAN PREVIOUS YEAR

11%

28%
April Lima

Dagmar Dobbs

ADMINISTRATOR,
SKELLERUP CONSTRUCTION
PRODUCTS, AUCKLAND

SALES OFFICE MANAGER,
AMBIC, UNITED KINGDOM

Dagmar spent 10 years in her early married life
living, working and travelling extensively in Southern
Africa – and even though she and her husband
returned to England 16 years ago, she maintains a
keen interest in African art and literature.
ABOVE: Even though New
Zealand and England
are geographically far
apart, great efforts
have been made to make
us feel part of the
Skellerup ‘family’.

Starting at Ambic as an Export Sales Administrator
in 1998, Dagmar was promoted to Sales Office
Manager four years ago. Working closely with the
International Sales and Marketing Manager, she is
responsible for the day-today running of the sales
office. What Dagmar loves most about her job is
working closely with customers all over the world.

ABOVE: April’s role
as administrator
brings her in contact
with Skellerup staff,
customers, suppliers
and agents from all
over the world.

Dealing with strangers as part of her everyday
routine came as a bit of shock for April. Her role
as administrator brings her in contact with Skellerup
staff, customers, suppliers and agents from all
over the world.
“Skellerup has really opened my eyes to what
it’s like working in a large company!” April started
her first job as an assistant administrator with
Street Image Alucobond before it was purchased
by Skellerup.

Dagmar has seen Ambic change significantly over
the years – and in her view, the recent changes are
all positive.

Originally from Apia, Samoa, April has adjusted
to Skellerup the same way she did to New Zealand
winters – with curiosity and interest, as well as
with resolve.

“It’s great that Ambic is now a small, but important
building block within Skellerup − a stable and
expanding multi-national group of companies,
which has a clear vision and aim.

In just over a year, her efforts have already
been rewarded with a sole charge position and
she looks forward to further progress in her career
within Skellerup.

Even though New Zealand and England are
geographically far apart, great efforts have been
made to make us feel part of the Skellerup ‘family’.
We’ve even had the opportunity to get to know some
of our more distant relations in China.”

April also loves the interaction that comes with her
job: “I’ve always been interested in working with
people and I do a lot of that at reception.”
Her outgoing personality and infectious laugh have
won her many friends, who are always happy to
pitch in when things get hectic, as they often do.
To unwind, April enjoys playing netball, volleyball,
and simply chilling out with friends and family.
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environment

health, safety
and Environment
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Safety continues to play an important part
in all our operations, as we work towards
our goal of a Total Injury Rate (TIR) of zero.
Even though the company has continued
to experience significant growth in staff
numbers over the past 12 months, the
number of people injured has reduced
– which is great news!
Skellerup’s overall TIR reduced substantially
from 9.52 in 2005 to 6.81 this year, a 28%
reduction. This result was achieved on top of
a similar percentage reduction in our TIR the
previous year.
KEA (Key Elements Assessments) audits,
focus on health and safety practices, have
involved high numbers of our staff – with
the resulting benefit that the safe operating
procedures that have been developed and
implemented have had excellent buy-in from
all staff.
This is demonstrated by our people being
vigilant in ensuring visitors wear Personal
Protective Equipment and use safety
walkways – and reporting not just injuries
but also ‘near hits’. We expect that the
improvements in reporting will also help
to build awareness of safety practices and
further reduce injury rates.
In the coming year, KEA assessments will
extend to our new businesses and overseas
sites. It is a well established fact that
businesses employing best practice KEA
principles, report reductions in injury rates.
The Skellerup Group now employs more than
900 staff at 22 sites all over the world – and
overseeing the safety of such a diverse group
is a challenging task.
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With this in mind, we have appointed a
new Health and Safety Advisor, Paul
Dickinson, to provide support to our
businesses as they continue to improve
their health and safety performance.
Paul has extensive experience in health and
safety management, predominantly in the
forestry and manufacturing/industrial
sectors. He is a qualified ergonomist, a KEA
expert, and was a key driver in achieving
tertiary level within the ACC partnership
programme in his previous roles.
Environmental Performance

Last year, we were proud to report that
we had earned Enviro-Mark NZ’s Bronze
Certificate, based on the programme we had
put into place to enhance environmental
management across our businesses.
Determined to continue this excellent
momentum, this year we have focused on
continuously improving our environmental
practices by:
	Monitoring the environmental impact
of all our companies’ activities
•	Taking all reasonable steps to eliminate
the release of pollutants
•	Promoting recycling strategies
•	Investing to preserve scarce resources
•	Getting involved in local conservation
projects
•

A great example of our commitment to
effective resource usage is right in our ‘back
yard’ at our Woolston site in Christchurch.
This is the site of a natural bore for spring
water, which is used not only for cooling and
washing as part of our operations, but also
is pure and clean enough for Christchurch
residents to drink.

Last year we reported that we planned to
cap the bore with a control valve, to ensure
that we only use sufficient water for our
operations. We have now completed this
project to eliminate the constant overflow into
the brackish Heathcote River, and preserve
the precious drinking water in the bore where
it won’t be contaminated.
Skellerup is part of the Heathcote Valley
Water Users Group, whose water saving
efforts have been cited as ‘best practice’
by Environment Canterbury. The Heathcote
Valley model which Skellerup helped to
implement is now being used by Council
to promote water management methods in
other areas within the region.
In February this year, Skellerup was audited
for the Enviro-Mark Silver Award. The audit
went extremely well, and once we have
implemented a couple of recommendations
from the auditors, we expect to reach this
standard. The independent auditors from
Landcare Research, who manage the
process, recommended that Skellerup aim
for the Platinum Award standard in the next
few months.
Regardless of the award standards we achieve,
Skellerup is committed to implementing
sound environmental practices for resource
management throughout its companies.
Our rationale is that good environmental
management will ensure that we manage
the resources we have in an efficient way,
ensuring minimal wastage, and cementing
our position as a socially and environmentally
responsible organisation.

corporate governance policy

CORPORATE GOVERNANCE
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 is governed:
Code of Ethics

Skellerup’s Code of Ethics governs its conduct.
Its purpose is to:
•

•

•

•

Set policy and provides 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

Skellerup’s Board of Directors is elected by
its shareholders. Its mandate is to direct and
supervise the management of the Company.
The Board meets regularly, usually on a monthly
basis. 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;
Exercise its responsibility to protect and
enhance the value of the company;
Appoint the Managing Director;
Delegate appropriate authority to the
Managing Director for the day-to-day
management of the Company;
Monitor performance of the Managing
Director 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.

As part of its review of the strategic direction
of the company, the Board meets annually
with management, to review the company’s
performance against its strategic objectives and,
where appropriate, to update those objectives
and strategies.
Within its role of protecting and enhancing
the value of the company, the Board approves
transactions relating to acquisitions, divestments
and major capital expenditures above delegated
authority limits. It also monitors and approves the
company’s capital structure and dividend policy.

Board procedures ensure that all directors have
the necessary information to participate in an
informed discussion on all monthly agenda
items and effectively carry out their duties.
Senior managers make direct presentations
to the Board on a rotational basis, to give the
directors a broad exposure to management
philosophies and capabilities.
A formal system has been put in place to
review the performance of the board and of the
individual directors each year. Where appropriate,
Directors undertake training to remain current on
how to best perform their duties.
Board Committees

The board has two standing committees,
described below. Special project committees
are formed as required. 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 three non-executive
directors, one of whom is appointed as
Chairman. The Managing Director 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:
•

•

•

•

The Audit and Risk Committee report the
proceedings of each of its meetings to the
full Board.
The current composition of the committee
is Elizabeth Coutts (Chair), Keith Smith and
Graham Fraser. The committee met four times
during the current year.
2. Remuneration and Board
Nomination Committee
This committee comprises three non-executive
directors. It meets as required to:
•

•

Board Size and Structure

The current policy is that the Board will
comprise five non-executive (independent)
Directors. The Managing Director is the only
executive director. Non-executive directors are
selected to ensure that a broad range of skills
and experience are available. One of the nonexecutive directors is appointed as Chairman.

Ensure that adequate risk management
controls are in place;
Advise the Board in relation to 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.

•

Review the remuneration packages of
the Managing Director and the Senior
Management Team;
Make recommendations to shareholders
for non-executive director remuneration
packages; and
Recommend Director appointments to
the Board.

Remuneration packages are reviewed annually.
Independent external surveys are used as a
basis for establishing competitive packages.
The current composition of the Remuneration
and Board Nomination Committee is Arthur
Young (Chairman), Keith Smith and Leigh Davis.

The committee met three times during the
current year.
Organisational Structure
and Financial Reporting

The Board has delegated the management
responsibilities of the Company to the Managing
Director. He is supported by the Chief Operating
Officer, who coordinates the activities of the two
operating divisions (which are each led by a
Divisional Manager).
The financial progress of each operating
division is reported separately to the Board each
month, to enable analysis of divisional financial
performance prior to consolidation. Capital
expenditure delegation 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
which control treasury operations and capital
expenditure authorisation.
The Chief Financial Officer is responsible to
the Managing Director 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
Action is taken to ensure that the Company
has an appropriate internal control
environment in place to manage risk.

The Board satisfies itself 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.
The 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 full participation by
shareholders 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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BOARD OF DIRECTORS

Keith Smith Chairman
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B.Com, F.C.A

Arthur Young Director

LLB

Keith Smith is currently Chairman of NZX-listed
companies The Warehouse Group, Tourism
Holdings, and is a director of PGG Wrightson
and Macquarie Goodman (NZ) Limited.
In addition, he is a director and advisor to
companies in a diverse range of industries,
including printing, media, meat by-products,
tannery processing and exporting. Keith was
previously a partner in BDO Spicers and is
a past president of the Institute of Chartered
Accountants of New Zealand. Keith has been
Chairman of Skellerup Holdings since our
public launch in 2002.

Senior partner and board chairman of law
firm Chapman Tripp, Arthur is also Deputy
Chairman of AFFCO Holdings; and is currently
chairman or a director of various unlisted
or privately controlled companies including
Dresden Equities Limited, the Equitable group,
McConnell Limited, the Southpark Group,
Haydn & Rollett Limited and Direct Property
Fund Limited.

Elizabeth Coutts Director�

Leigh Davis Director

B.MS, C.A.

Elizabeth is Chairman of listed company Life
Pharmacy Limited and a director of EBOS
Group Limited. She is also Deputy Chairman
of Public Trust, Chairman of the Audit, Risk
and Finance Committee of the Ministry of
Health and a board member of Sport and
Recreation New Zealand (SPARC). Elizabeth
is an external Monetary Policy Advisor to the
Governor of the Reserve Bank of New Zealand.
She was previously Commissioner of both the
Commerce Commission and the Earthquake
Commission, a Director of the Health Funding
Authority, PHARMAC, Air New Zealand Limited,
Meritec Group Limited, New Zealand Tennis
Incorporated and Trust Bank New Zealand and
a member of the Financial Reporting Standards
Board of the Institute of Chartered Accountants
of New Zealand.
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M.A. (Hons)

An investment banker, Leigh was instrumental
in establishing Fay Richwhite Investment
Banking, and maintained a role as co-head
of this firm from 1985 to 1995. He then
continued his association within Fay Richwhite,
specialising in private capital investment. In
1999, Leigh set up Jump Capital, a private
equity investment company. He is also a director
of Crown Castle Australia and Property Finance
Securities Group Limited. He recently became
a trustee of the Arts Foundation of NZ.

Donald Stewart
Managing Director

B.Com

Donald has been Managing Director for
Skellerup since 1992, and was Chief Executive
of Viking Pacific Holdings from 1999 to 2002.
He previously held a number of management
positions within Skellerup. A director of Lyttelton
Port Company, Donald is also past Chairman of
the Canterbury Rugby Football Union.

Graham Fraser Director

B.Com

Graham has an extensive background in the
dairy and rural sector. He was Chairman of
the NZ Dairy Board in 1999, having been a
director of the NZ Co-Operative Dairy Company
since 1991. Graham is a director of Live Stock
Improvements and Ag Research; and was
formerly New Zealand’s Special Agricultural
Trade Envoy.
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AUDITOR’S REPORT

To the Shareholders of Skellerup Holdings Limited
We have audited the financial statements on pages 29 to 46. The financial statements provide information about the past financial performance of the
company and group and their financial position and cash flows as at 30 June 2006. This information is stated in accordance with the accounting polices
set out on pages 32 and 33.

Directors’ Responsibilities
The directors are responsible for the preparation of financial statements which comply with generally accepted accounting practice in New Zealand and
give a true and fair view of the financial position of the company and group as at 30 June 2006 and of their financial performance and cash flows for the
year ended on that date.

Auditor’s Responsibilities
It is our responsibility to express an independent opinion on the financial statements presented by the directors and report our opinion to you.
28

Basis of Opinion
An audit includes examining, on a test basis, evidence relevant to the amounts and disclosures in the financial statements. It also includes assessing:
• the significant estimates and judgements made by the directors in the preparation of the financial statements; and
• whether the accounting policies are appropriate to the circumstances of the company and group, consistently applied and adequately disclosed.
We conducted our audit in accordance with generally accepted auditing standards in New Zealand. We planned and performed our audit so as to obtain
all the information and explanations which we considered necessary in order to provide us with sufficient evidence to give reasonable assurance that
the financial statements are free from material misstatements, whether caused by fraud or error. In forming our opinion we also evaluated the overall
adequacy of the presentation of information in the financial statements.
Ernst & Young provides other assurance services to the company and group.

Unqualified Opinion
We have obtained all the information and explanations we have required.
In our opinion:

• proper accounting records have been kept by the company as far as appears from our examinations of those records; and
• the financial statements on pages 29 to 46:
- comply with generally accepted accounting practice n New Zealand; and
- give a true and fair view of the financial position of the company and group as at 30 June 2006 and their financial performance and cash flows for
the year ended on that date.
Our audit was completed on 16 August 2006 and our unqualified opinion is expressed as at this date.

Auckland
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Statement of financial performance
For the year ended 30 June	NOTE	
		
		

GROUP
2006		
$000		

PARENT
2005
$000

2006
$000

2005
$000

Revenue		
2

159,394

118,543

13,443

10,542

Operating Surplus Before Tax from Continuing Activities	��
3�

21,200

18,834

7,463

6,486

7,843

6,286

137

96

13,357

12,548

7,326

6,390

Continuing activities
Tax expense

5

Net Surplus Attributable to the Shareholders of the Parent Company		

statement of movements in equity
For the year ended 30 June	Note
		
		

Net Surplus for the Year		

GROUP
2006		
$000		

13,357

PARENT
2005
$000

2006
$000

2005
$000

12,548

7,326

6,390

–

–

Other recognised revenues and expenses				
3,174

– Movement in foreign currency reserve

9

– Movement in fixed asset revaluation reserve

9

1,242

–

–

–

Total Recognised Revenues and Expenses		

17,773

11,690

7,326

6,390

5,328

–

5,328

–

– Interim and final dividend paid		

(7,145)

(7,003)

(7,147)

(7,003)

Movement in equity for year		

15,956

4,687

5,507

(613)

Equity at the beginning of year		

33,057

28,370

26,799

27,412

Equity as at 30 June

49,013

33,057

32,306

26,799

Shares issued

7

(858)

Distribution to Owners		

8

The accompanying notes form part of these financial statements.
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statement of financial position
AS AT 30 June

note

		
		

Total Equity

GROUP
2006		
$000		

PARENT
2005
$000

2006
$000

2005
$000

33,057

32,306

26,799

8

49,013

10,396

5,412

4,699

8,372

Receivables and prepayments

11

37,826

25,114

99

17

Inventories

12

37,999

27,609

–

–

Construction contracts in progress

13

–

–

–

–

86,221

58,135

4,798

8,389
13

Current Assets
Cash

Total Current Assets
Non-Current Assets

30

Property, plant and equipment

14

43,619

30,003

6

Intangibles

15

42,808

2,630

–

–

Investments and advances

16

–

–

95,487

53,673

86,427

32,633

95,493

53,686

Total Assets		 172,648

90,768

100,291

62,075

Total Non-Current Assets

Current Liabilities
Bank overdraft

18

–

–

–

–

Payables

19

36,273

19,067

1,985

1,276

36,273

19,067

1,985

1,276

87,362

38,644

66,000

34,000

87,362

38,644

66,000

34,000

123,635

57,711

67,985

35,276

49,013

33,057

32,306

26,799

Total Current Liabilities
Non-Current Liabilities
Term liabilities

20

Total Non-Current Liabilities
Total Liabilities
Net Assets		

For and on behalf of the Board, which authorised these financial statements on 16 August 2006.

Chairman

Managing Director

K.R. Smith

D.J. Stewart

The accompanying notes form part of these financial statements.
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statement of cash flows
For the year ended 30 June

note

		
		

GROUP
2006		
$000		

PARENT
2005
$000

2006
$000

2005
$000

Cash Flows from Operating Activities
Cash was provided from:
158,028

119,517

–

–

150

100

43

67

– Management fees

–

–

6,500

4,150

– Dividends received from subsidiaries

–

–

6,900

6,325

716

–

–

–

158,894

119,617

13,443

10,542

– Receipts from customers
– Interest received

– GST net
Cash was disbursed to:

(131,377)

(100,789)

(1,113)

(1,854)

– Interest

(4,899)

(2,257)

(3,764)

(1,953)

– Rent

(4,048)

(3,096)

(35)

(35)

– Taxation paid

(6,576)

(6,265)

(206)

(234)

–

(185)

(365)

(11)

(147,300)

(112,592)

(5,483)

(4,087)

11,594

7,025

7,960

6,455

40

686

–

–

–

2,210

–

–

40

2,896

–

–

(13,132)

(7,076)

–

(4)

(35,644)

(1,591)

–

–

(48,776)

(8,667)

–

(4)

Net Cash Inflow/(Outflow) from Investing Activities		 (48,736)

(5,771)

–

(4)

48,337

7,000

32,000

7,000

328

–

328

–

48,665

7,000

32,328

7,000

(7,145)

(7,003)

(7,147)

(7,003)

–

–

(36,814)

(6,329)

(7,145)

(7,003)

(43,961)

(13,332)

41,520

(3)

(11,633)

(6,322)

– Payments to suppliers and employees

– GST net
Net Cash Inflow/(Outflow) from Operating Activities

26

Cash Flows from Investing Activities
Cash was provided from:
– Sale of property, plant and equipment
– Disposal of business assets and liabilities

17

Cash was disbursed to:
– Purchase of property, plant and equipment
– Acquisitions of business assets and liabilities

17

Cash Flows from Financing Activities
Cash was provided from:
– Draw-down of term facility
– Proceeds from shares issued
Cash was disbursed to:
– Dividends paid to shareholders
– Advance to subsidiaries
Net Cash Inflow/(Outflow) from Financing Activities
Effect of exchange rate changes
Net Increase in Cash
Cash at beginning of year
Cash at End of Year		

606

(69)

–

–

4,984

1,182

(3,673)

119

5,412

4,230

8,372

8,253

10,396

5,412

4,699

8,372

The accompanying notes form part of these financial statements.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

1. Statement of Accounting Policies

Reporting Entity
Skellerup Holdings Limited (the “Company”) is a company registered under the Companies Act 1993 and listed on the New Zealand Exchange.
The Skellerup Holdings Group consists of the Company and its subsidiaries.
The Company is an issuer for the purposes of the Financial Reporting Act 1993.
The financial statements of the Company and the Skellerup Holdings Group have been prepared in accordance with the Financial Reporting Act 1993.

Measurement Base
The accounting principles recognised as appropriate for the measurement and reporting of financial performance and financial position on an
historical cost basis, with the exception that certain assets as specified have been revalued, are followed by the Skellerup Holdings Group.

Specific Accounting Policies
The following specific accounting policies, which materially affect the measurement of financial performance and the financial position, have been applied.
(a) Basis of Consolidation – Purchase Method
The consolidated financial statements include the parent company and its subsidiaries accounted for using the purchase method. All significant intercompany transactions are eliminated on consolidation. In the Company’s financial statements, investments in subsidiaries are stated at cost.
32

(b) Property, Plant and Equipment
The Group has four classes of property, plant and equipment:
• Freehold land
• Freehold buildings
• Plant and equipment
• Furniture, fittings and other
Property, plant and equipment acquired as part of a business combination are initially recorded at fair value determined at the date of acquisition by
an independent valuer. All other property, plant and equipment are initially recorded at cost, including costs directly attributable to bringing the asset
to its working condition ready for its intended use.
During the year plant and equipment, excluding those items in the China manufacturing operation, were revalued. Such revaluations for existing
businesses have been transferred to the asset revaluation reserve.
When property, plant and equipment is disposed of, the gain or loss recognised in the Statement of Financial Performance is calculated as the
difference between the sale price and the carrying value of the property, plant and equipment.
Depreciation is provided on a straight line basis on all tangible assets other than freehold land, at rates calculated to allocate the assets’ cost, or
valuation less estimated residual value, over their estimated useful lives.
Leased assets are depreciated over the shorter of the unexpired period of the lease and estimated useful life of the assets.
Major depreciation periods are:
• Freehold buildings

40 years

• Plant and equipment

2 to 20 years

• Furniture, fittings and other

5 to 10 years

(c) Impairment
If the recoverable amount of a property, plant and equipment is less than its carrying amount, the item is written down to its recoverable amount.
The write down of property, plant and equipment recorded at historical cost is recognised as an expense in the Statement of Financial Performance.
When a re-valued item of property, plant and equipment is written down to the recoverable amount, the write down is recognised as a downwards
revaluation. This is limited to the amount of revaluation, with the remainder a debit to the Statement of Financial Performance.
(d) Intangible Assets
Goodwill represents the excess of the purchase consideration over the fair value of the net tangible assets acquired at the time of acquisition of a
business or equity in a subsidiary company.
Goodwill is amortised by the straight line method over a 20 year period, which is considered to be the period during which benefits are
expected to be received.
(e) Receivables
Receivables are stated at their estimated realisable value.
(f) Research and Development Costs
Research expenditure is recognised in the Statement of Financial Performance in the period that it is incurred.
(g) Taxation
The income tax expense charged to the Statement of Financial Performance includes both the current year’s provision and the income tax effect of
timing differences calculated using the liability method.
Tax effect accounting is applied on a comprehensive basis to all timing differences. A debit balance in the deferred tax account, arising from timing
differences or income tax benefits from income tax losses, is only recognised if there is virtual certainty of realisation.
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(h) Inventories
Inventories are stated at the lower of cost and net realisable value. Cost is determined using principles that values the inventory in its final location
and condition. Using a first in first out methodology, raw materials and finished goods are valued at weighted average cost.
Cost of work in progress and finished goods inventories includes the cost of direct material, direct labour and a proportion of the manufacturing
overhead, based on the normal capacity of the facilities, expended in putting the inventories in their present location and condition.
The bank loan is secured by a floating charge across all assets of the Group including all inventories held.
(i) Construction Contracts
Profits on construction contracts are determined using the percentage of completion method. Profits are recognised when the outcome of the contract
can be reliably estimated. Foreseeable losses on a contract are recognised in the Statement of Financial Performance as soon as they are identified.
(j) Leases
Group entities lease certain plant and equipment and land and buildings.
Operating lease payments, where the lessors effectively retain substantially all the risks and benefits of ownership of the lease items, are included in
the determination of the net surplus in equal instalments over the lease term.
Operating lease income is also included in the determination of the net surplus based on the agreed rental received during the period.
(k) Foreign Currencies
Transactions in foreign currencies are converted at the New Zealand rate of exchange ruling at the date of the transaction. Short term transactions
covered by foreign currency forward exchange contracts are measured and reported at the forward rates specified in those contracts.
The assets and liabilities of independent foreign operations are translated at the closing rate. Revenue and expense items are translated at the spot
rate at the transaction date or a rate approximating that rate. Exchange differences are taken to the foreign currency translation reserve.
The exchange differences on hedging transactions undertaken to establish the price of particular sales or purchases, together with any costs
associated with the hedge transactions, are deferred and included in the measurement of the purchase or sale transaction.
(l) Financial Instruments
Financial instruments recognised in the Statement of Financial Position include cash balances, bank overdrafts, receivables, payables, investments
and advances, and term borrowings. In addition members of the Skellerup Holdings Group are party to financial instruments with off-balance
sheet risk to meet financing needs and to reduce exposure to fluctuations in foreign currency exchange rates. These financial instruments include
guarantees of other bank overdraft facilities, swaps, options, forward rate agreements and foreign currency forward exchange contracts.
Losses from financial guarantees are recognised by the Company when it becomes liable for the outstanding balances. Skellerup Holdings Group
enters into foreign currency forward exchange contracts to hedge trading transactions, including anticipated transactions, denominated in foreign
currencies. Gains and losses on contracts which hedge specific short-term foreign currency denominated transactions are recognised as a
component of the related transaction in the period in which the transaction is completed.
Where the hedge of an anticipated transaction is terminated early, but the anticipated transaction is still expected to occur, the gain or loss that arose
prior to termination of the hedge continues to be deferred and is recognised as a component of the transaction when it is completed.
If the trading transaction is no longer expected to occur, the gain or loss on the terminated hedge is recognised in the Statement of Financial
Performance immediately.
The net differential paid or received on interest swaps is recognised as a component of interest expense or interest revenue over the period of the agreement.
Premiums paid on interest rate options, and net settlements on forward rate agreements are amortised to the Statement of Financial Performance
over the life of the hedged item or the period hedged.
Any financial instruments that do not qualify as hedges are stated at market value and any gain or loss is recognised in the Statement of Financial Performance.
(m) Cash Flows
For the purpose of the Statement of Cash Flows, cash includes cash on hand, deposits on call with banks and investments in money market
instruments, net of bank overdrafts.
(n) Employee Entitlements
A liability for annual leave and long service leave is accrued and recognised in the Statement of Financial Position. The liability is equal to the
estimated future cash outflows as a result of the employee services provided at balance date.

Changes in Accounting Policies
There have been no changes in accounting policies. All policies have been applied on bases consistent with those used in the prior year.
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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

2. Operating Revenue
For the year ended 30 June		
		
		

GROUP
2006		
$000		

PARENT
2005
$000

2006
$000

2005
$000

–

159,075

118,259

–

Rent revenue

169

182

–

–

Interest revenue

150

100

43

67

Sales

Management fees

–

–

6,500

4,150

Dividends received

–

2

6,900

6,325

Total Operating Revenue		 159,394

118,543

13,443

10,542

3. Operating Surplus Before Taxation, After Charging / (Crediting):
For the year ended 30 June		

34

		
		

GROUP
2006		
$000		

PARENT
2005
$000

2006
$000

2005
$000

137

230

–

–

(150)

(45)

–

–

(1,481)

(955)

–

–

Interest expense and interest charges

5,027

2,383

3,763

2,069

Rental and operating lease costs

Bad debts written off
Change in provision for doubtful debts
Foreign currency losses/(gains)

4,048

3,096

35

35

Directors fees

280

280

280

280

Loss on sale of property, plant and equipment

126

166

–

–

Research and development costs

644

123

–

–

1,475

95

–

–

5

2

–

–

Amortisation of goodwill
Donations
Depreciation:
– Freehold buildings
– Plant and equipment
– Furniture, fittings and other

55

22

–

–

3,245

2,532

–

–

916

603

7

6

2005
$000

2006
$000

2005
$000

34

4. Auditors’ Remuneration
For the year ended 30 June		
		
		

GROUP
2006		
$000		

PARENT

Amounts Paid or Due and Payable to Auditors for:
Auditing the financial statements
– Parent company auditor

229

112

47

– Other auditors

107

76

–

–

336

188

47

34

49

41

–

4

Other services
– Parent company auditor
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5. Income Tax Expense
For the year ended 30 June		
		
		

Operating surplus before tax
Prima facie tax
Tax effect of permanent differences

GROUP
2006		
$000		

PARENT
2005
$000

2006
$000

2005
$000

21,200

18,834

7,463

6,486

6,996

6,215

2,463

2,140

544

61

(2,273)

(2,086)

7,540

6,276

190

54

479

604

(29)

18

Tax credits and prior period adjustments

(176)

(594)

(24)

24

Tax Expense		

7,843

6,286

137

96

7,843

6,286

137

96

–

–

–

–

7,843

6,286

137

96

Tax effect of timing differences

The Tax Expense is Represented by:
Current tax
Deferred tax
Total Tax Expense		

The Group has asset depreciation and other timing differences through the consolidation of the subsidiary companies, which give rise to a $4,928,660
(2005, $3,323,647) net deferred tax asset. This asset has not been recognised, in accordance with the Group’s accounting policy, as there is no virtual
certainty of realisation.

6. Imputation Credit Account
as at 30 June		
		
		

Balance at beginning of year
Imputation credits attached to dividends received
Imputation credits attached to dividends paid
Income tax paid
Total Imputation Credits		

GROUP
2006		
$000		

PARENT
2005
$000

2006
$000

2005
$000

11,183

8,765

4,481

4,607

–

–

3,399

3,115

(3,487)

(3,413)

(3,487)

(3,413)

5,269

5,831

173

172

12,965

11,183

4,566

4,481

7. Share Capital
As at 30 June	NOTE		GROUP and PARENT
		
		

2006		
$000		

2005
$000

Ordinary Shares
Balance at begining of year
– Shares issued as consideration to purchase assets
of Gulf Rubber (4,032,258 shares)
– Shares issued to staff under a DC11 Scheme of the
Income Tax Act 1994 (290,000 shares)
Total Ordinary Shares

8

16,881

16,881

5,000

–

328

–

22,209

16,881

There are 104,581,458 ordinary shares issued (2005, 100,259,200 shares).
All ordinary shares are fully paid up, have equal voting rights and share equally in dividends and surpluses on winding up.
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8. Equity
As at 30 june	NOTE	
		
		

GROUP
2006		
$000		

PARENT
2005
$000

2006
$000

2005
$000

16,881

Share capital

7

22,209

16,881

22,209

Reserves

9

(159)

(4,575)

–

–

10

26,963

20,751

10,097

9,918

49,013

33,057

32,306

26,799

Retained earnings

Total Equity		

9. reserves
As at 30 june	NOTE	
		
		

PARENT
2005
$000

2006
$000

2005
$000

(4,575)

(3,717)

–

–

Revaluation of foreign subsidiary investments and
net assets due to changes in exchange rates

3,174

(858)

–

–

Revaluation of property, plant and equipment

1,242

–

–

–

(159)

(4,575)

–

–

Balance at beginning of year

36

GROUP
2006		
$000		

Total Reserves

8

10. retained earnings
For the year ended 30 June	Note
		
		

GROUP
2006		
$000		

PARENT
2005
$000

2006
$000

2005
$000

9,918

10,531

Balance at beginning of year

20,751

15,206

Net surplus attributable to the
shareholders of the parent company

13,357

12,548

426

65

–

–

6,898

6,325

(7,145)

(7,003)

(7,145)

(7,003)

26,963

20,751

10,097

9,918

Dividends received from subsidiary companies
Interim and final dividend paid
Total Retained Earnings

8

11. receivables and prepayments
AS AT 30 june		
		
		

GROUP
2006		
$000		

PARENT
2005
$000

2006
$000

2005
$000

Trade receivables

35,449

22,934

–

–

Less: Doubtful debt provision

(1,033)

(746)

–

–

Net trade receivables

34,416

22,188

–

–

GST recoverable

1,148

512

–

–

Prepayments

2,262

2,414

54

17

–

–

45

–

37,826

25,114

99

17

Tax refund
Total Receivables and Prepayments		

12. Inventories
AS AT 30 june		
		
		

GROUP

PARENT
2005
$000

2006
$000

2005
$000

11,491

7,241

–

–

3,140

3,038

–

–

Finished goods

23,368

17,330

–

–

Total Inventories		

37,999

27,609

–

–

Raw materials
Work in progress

2006		
$000		

Certain inventories are subject to retention of title clauses where the inventory has not been paid for.
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13. construction contracts in progress
AS AT 30 june		
		
		

GROUP
2006		
$000		

PARENT
2005
$000

2006
$000

2005
$000

Projects in progress – at cost

5,008

3,659

–

–

Profits recognised to date

1,535

1,219

–

–

(6,543)

(4,878)

–

–

–

–

–

–

2005
$000

2006
$000

2005
$000

Progress claims made to date
Total Construction Contracts in Progress		

14. property, plant and equipment
AS AT 30 june		
		
		

GROUP
2006		
$000		

PARENT

184

175

–

–

Freehold buildings (at cost)

1,847

1,682

–

–

Accumulated depreciation

(154)

(129)

–

–

1,693

1,553

–

–

Freehold land (at cost)

Plant and equipment (at cost and valuation)

32,203

29,757

–

–

Accumulated depreciation

(2,202)

(9,674)

–

–

30,001

20,083

–

–

6,405

5,477

30

30

(3,178)

(2,992)

24

(17)

3,227

2,485

6

13

8,514

5,707

–

–

43,619

30,003

6

13

Furniture, fittings and other (at cost)
Accumulated depreciation
Capital expenditure in progress
Total Property, Plant and Equipment		

There is no restriction on the use, disposal or legal title to, any property, plant or equipment.
Valuations of plant and equipment were undertaken on 30 June 2006 by independent registered valuers, Mr Alistair Thomson BE, MAppSc, CEng,
MICE, MIPENZ, and Mr Marvin Clough BE, MNZPI, of Beca Valuation Ltd.
For existing businesses the fair value adjustment for plant and equipment of $1,242,000 has been credited to the Asset Revaluation Reserve.

15. intangibles
AS AT 30 june		
		
		

GROUP
2006		
$000		

PARENT
2005
$000

2006
$000

2005
$000

2,630

1,823

–

–

39,766

900

–

–

1,887

2

–

–

Amortisation

(1,475)

(95)

–

–

Total Intangibles		

42,808

2,630

–

–

Balance at beginning of year
Goodwill – cost
Effect of foreign exchange differences

Goodwill in independent foreign owned subsidiaries is translated into NZ Dollars at balance date in line with accounting policy. This results in foreign
exchange adjustments as noted above.
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16. investments and advances
AS AT 30 june		

GROUP

		
		

PARENT

2006		
$000		

2005
$000

2006
$000

2005
$000

Investments in subsidiaries

–

–

46,633

46,633

Advances to subsidiaries

–

–

48,854

7,040

Total Investments and Advances		

–

–

95,487

53,673

Advances to subsidiaries are unsecured, non interest bearing and repayable on demand.
The movement in advances to subsidiaries differs from that disclosed in the Statement of Cash Flows due to transactions of a non cash nature.
		

percent held	balance date

significant subsidiaries:		

38

2006		

2005

Skellerup Industries Limited

100%

100%

30 June

Ultralon Products (NZ) Limited

100%

100%

30 June

Batavian Rubber Co Limited

100%

100%

30 June

Skellerup Footwear Limited

100%

100%

30 June

Flomax International Limited

100%

100%

30 June

*Conewango Products Corp. (Incorporated in USA)

100%

100%

30 June

*Masport Inc. (Incorporated in USA)

100%

100%

30 June

*Deks Industries Pty Limited (Incorporated in Australia)

100%

100%

30 June

*Skellerup Industrial Pty Limited (Incorporated in Australia)

100%

100%

30 June

*Skellerup Rubber Products Jiangsu Limited (Incorporated in China)

100%

100%

30 June

*Stevens Filterite Limited

100%

100%

30 June

*Thorndon Rubber Co. Limited

100%

–

30 June

*Rubber Services Limited

100%

–

30 June

*Jenco Products Pty Limited (Incorporated in Australia)

100%

–

30 June

*Ambic Equipment Limited (Incorporated in UK)

100%

–

30 June

*Gulf Rubber Australia Pty Limited (Incorporated in Australia)

100%

–

30 June

*Gulf Rubber NZ Limited

100%

–

30 June

Skellerup Industries Limited is involved in the manufacture and distribution of dairy rubber products, industrial rubber products and rural supplies in
New Zealand and internationally.
Ultralon Products (NZ) Limited is involved in the manufacture and distribution of closed cell polyethylene and ethyl vinyl acetate foam products in
New Zealand and internationally.
Batavian Rubber Co Limited is involved in the importation and distribution of latex rubber products.
Skellerup Footwear Limited is a property owning company.
Flomax International Limited is involved in the manufacture and distribution of vacuum pumps and associated equipment in New Zealand and
internationally.
* Held indirectly by the parent company through its direct subsidiaries:
Conewango Products Corp. distributes dairy rubberware to the North American market.
Masport Inc. distributes vacuum pumps and associated equipment to the North American market.
Deks Industries Pty Limited manufactures, distributes and markets rubber products for the building and construction markets in New Zealand,
Australia, North America and Europe. In addition some manufacturing is performed for the Australian mining markets.
Skellerup Industrial Pty Limited markets and distributes rubberware to Australian mining operators.
Skellerup Rubber Products Jiangsu Limited manufactures rubber footwear and vacuum pumps in China for the New Zealand, Australian and
North American markets.
Stevens Filterite Limited manufactures milk filters for distribution in New Zealand and Australia.
Thorndon Rubber Co. Limited specialises in the recovering of rubber rollers for the printing industry.
Rubber Services Limited performs custom rubber mixing, mouldings and roller recovery.
Jenco Products Pty Limited distributed primarily rubber components to the Australian plumbing industry.
Ambic Equipment Limited is a marketer and distributor of products for dairy cattle teat hygiene.
Gulf Rubber Australia Pty Limited and Gulf Rubber NZ Limited are involved in the design and manufacture of highly technical rubber and associated
polymer products.
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17. acquisition and disposal of business assets and liabilities
Included in the financial statements of the Group for the year ended 30 June 2006 is the effect of acquiring the business assets of Thorndon Rubber Co.
Limited (acquired July 2005), Rubber Services Limited (acquired August 2005), Gulf Rubber Australia Pty Limited (acquired February 2006) and
Gulf Rubber NZ Limited (acquired February 2006). In addition the shares of Jenco Products Pty Limited (acquired August 2005) and Ambic Equipment
Limited (acquired August 2005) were also acquired.
In the previous year, the Group acquired, through a subsidiary, the business assets of Architectural Composites Limited.
Since acquiring Jenco Products Pty Limited, the business assets and liabilities of this company have been amalgamated with Deks Industries Pty Limited.
The fair value of the assets and liabilities acquired are as follows:
					
Consideration					

2006
$000

2005
$000

Shares

5,000

–

Deferred settlement

6,400

–

Cash

35,644

1,591

Total consideration

47,044

1,591

Net assets acquired:
– Goodwill

39,766

900

– Current assets

10,227

291

– Current liabilities

(7,536)

(24)

– Property, plant and equipment
Total Net Assets				

4,587

424

47,044

1,591

The deferred settlement due for payment in February 2007 relates to the unpaid balance on the acquisition of Gulf Rubber Australia Pty Limited and
Gulf Rubber NZ Limited and is secured by a bank guarantee.
There were no divestment of assets and liabilities in the 2006 year.
The decrease in assets and liabilities in the 2005 year arose from the sale of the plastic rotomoulding business.
					
Consideration					

Cash

2006
$000

2005
$000

–

2,210

Net assets disposed:
– Current assets

–

976

– Current liabilities

–

(16)

– Property, plant and equipment

–

817

–

1,777

–

433

Profit on Sale				

18. bank overdraft
as at 30 june		
		
		

Bank Overdraft		

GROUP
2006		
$000		

–

PARENT
2005
$000

2006
$000

–

–

2005
$000

–

The Group has a bank overdraft facility and is subject to a deed of charge and guarantee in favour of the Group’s bankers. The average interest rate
during the 2006 year was 10.7% per annum inclusive of fees and margins applied by the Group’s bankers (2005, 9.89% per annum).
Group and subsidiary bank accounts within New Zealand and Australia, operated within the overall bank facility, have a right of set off. Bank accounts
held by subsidiaries in the United States of America, China and the United Kingdom total NZ$4,134,000 in funds (2005, NZ$1,880,000), and are
outside the right of set off.
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19. payables
AS AT 30 june		
		
		

GROUP
2006		
$000		

PARENT
2005
$000

2006
$000

2005
$000

Current
Accounts payable – trade

10,873

5,297

–

–

Sundry payables and accruals

10,338

9,069

1,114

690

Deferred settlement

6,400

–

–

–

Employee entitlements

4,625

2,869

95

75

GST payable

1,095

516

776

487

Tax payable

1,925

268

–

24

Warranty provision

1,017

1,048

–

–

36,273

19,067

1,985

1,276

1,048

674

–

–

(97)

(108)

–

–

66

482

–

–

1,017

1,048

–

–

Total Payables		
Warranty Provision
Balance at beginning of year
Expenses incurred under warranty claims
40

Accruals made during the year
Total Warranty Provision		

The Warranty Provision covers product performance obligations provided at the time of sale, under the company’s terms and conditions of sale. Future
claims against the Warranty Provision will be made when any claim is identified. No major claim is known to exist at 30 June 2006.

20. term liabilities
AS AT 30 june		
		
		

GROUP
2006		
$000		

PARENT
2005
$000

2006
$000

2005
$000

Bank loans (secured)

87,362

38,644

66,000

34,000

Total Term Liabilities		

87,362

38,644

66,000

34,000

The bank loan is secured by floating charges and guarantees over the assets of the Company and the Group. The bank loan is under a revolving credit
facility and is repayable on 30 September 2007. The interest rate is floating and set by reference to benchmark interest rates and includes a margin
agreed between the Company and its bank. During the period the average rate was 7.37% per annum (2005, 7.07% per annum).

21. contingent liabilities
AS AT 30 June		
		
		

GROUP
2006		
$000		

PARENT
2005
$000

2006
$000

2005
$000

Bank guarantee

277

107

75

75

Letters of credit

2,492

596

–

–

Total Contingent Liabilities		

2,769

703

75

75

Indemnities are provided for product performance and to the New Zealand Exchange.
The letters of credit are provided to foreign suppliers under our Group banking facility, as a guarantee that payment obligations for imported products
purchased under normal terms and conditions, will be met at a future date.
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22. commitments

(a) Capital Expenditure Commitments
as at 30 June		
		
		

Estimated Capital Expenditure Committed
But Not Provided For		

GROUP
2006		
$000		

6,538

PARENT
2005
$000

2006
$000

2005
$000

817

–

–

2005
$000

2006
$000

2005
$000

(b) Operating Lease Commitments
As at 30 june		
		
		

GROUP
2006		
$000		

PARENT

Lease commitments under non cancellable operating leases:
– Not later than one year
– Later than one year and not later than two years
– Later than two years and not later than five years
– Later than five years

3,652
1,838
3,594
–

2,482
1,674
3,586
289

–
–
–
–

–
–
–
–

Total Operating Lease Commitments		

9,084

8,031

–

–

All major operating leases provide for a right of renewal.

23. Transactions with Related Parties
Mr Young, deputy chairman, is a partner at Chapman Tripp, the parent company’s legal advisors. Chapman Tripp have received fees during the year
amounting to $149,424 (2005, $16,433). The fees were charged on normal terms and conditions. There were no amounts outstanding at balance date
relating to these transactions.
No related party debts have been forgiven or written off during the year.
The Parent company receives dividends and management fees from its subsidiaries. Other than disclosed elsewhere, there have been no other related
party transactions.

24. earnings per share
for the year ended 30 june 		
		
		

Earnings per share (cents)

GROUP
2006		
$000		

12.772

2005
$000

12.516

Earnings per share is based on the total number of ordinary shares issued and the net after tax operating surplus attributable to the shareholders for the
year ended 30 June 2006.
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25 financial instruments credit risk

Credit Risk
Financial instruments, which potentially subject the Group to credit risk, principally consist of bank balances, receivables and forward exchange
contracts.
The Group has a credit policy that is used to manage its exposure to credit risk. As part of this policy, limits on exposures with counter parties are
monitored on a regular basis.
The Group policy is to perform credit evaluations on all customers requiring credit but generally does not require overall collateral. Where necessary
customers are registered on the Personal Property Securities Register to record the priority status of the security interest in the goods supplied on credit.
The Group continuously monitors the credit quality of major financial institutions that are counter parties to its off-balance sheet financial instruments
and does not anticipate non-performance by the counter parties. The Group further minimises its credit exposure by limiting the amount of surplus funds
placed with any one financial institution at any one time.
Group and subsidiary bank accounts operated within the overall bank facility have a right of set off.
Maximum exposures to credit risk as at balance date are:
As at 30 june		

42

		
		

GROUP
2006		
$000		

PARENT
2005
$000

2006
$000

2005
$000

Bank balances

10,396

5,412

4,699

8,372

Receivables

37,826

25,114

99

17

– Sell contracts

953

7,198

953

7,198

– Buy contracts

5,386

405

5,386

405

Foreign exchange contracts

Foreign exchange options
–

–

–

–

64

43

64

43

474

61

474

61

– put options receivable
– call options payable
Interest rate swaps
– amount receivable

Concentration of Credit Risk
Concentration of credit risk with respect to trade receivables is limited by a diversified customer base.

Currency Risk
The Group has exposure to foreign exchange risk as a result of transactions denominated in foreign currencies arising from normal trading activities.
Where exposures are certain, or able to be forecasted with reasonable accuracy, it is the Group’s policy to hedge these risks as they arise.
The Group uses foreign exchange forward contracts to manage these exposures. At balance date the Group had entered into foreign exchange
forward contracts maturing over the years ending 30 June 2007 and 30 June 2008 to purchase the net equivalent of NZ$49,394,543 and to sell the
net equivalent of NZ$6,134,394 in foreign currency. At the previous year end, NZ$39,146,179 was held in purchase foreign currency contracts and
NZ$30,616,878 was held in sell foreign currency contracts.

Unhedged Foreign Currency Monetary Assets and Liabilities
Unhedged foreign currency monetary assets less liabilities are NZ$8,629,000 (2005, NZ$1,745,000). These net assets consist primarily of trade
receivables, trade creditors and cash as follows:
as at 30 june		

2006					

2005

	current	
Current	Net			current	
Current	
net
Assets	 Liabilities	 Monetary			
Assets	 Liabilities	monetary
(thousands)			
Assets					assets

USD

4,182

3,766

416

3,717

3,745

(28)

AUD

9,881

5,133

4,748

4,175

2,410

1,765

CNY

6,487

1,879

4,608

560

1,572

(1,012)

GBP

596

197

399

–

–

–

22,051

13,422

8,629

10,010

8,265

1,745

NZD Equivalent of above currencies
NZD

Interest Rate Risk
The Group is exposed to interest rate risk on its borrowings. The Parent company operates a centralised Group Treasury that uses financial instruments
to actively manage these risks in accordance with the Group’s policies.
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Credit Facilities
The Group has total credit facilities of $97.976 million (2005 $41 million). Under this facility loans of NZD66 million, AUD4.82 million and
GBP3.9 million have been drawn at 30 June 2006 and are repayable on 30 September 2007. An overdraft facility of $1 million is also available
under this facility.
In addition, an AUD5.72 million combined term loan and overdraft facility has been provided for the Australian operations of which AUD4.25 million term
loan has been drawn at 30 June 2006. An overdraft of AUD1.05 million is also available under this facility.

Fair Values
The estimated fair values of the financial instruments are as follows:
as at 30 june

Carrying
Amount

GROUP
Fair Value
Carrying
Amount

Fair Value

Carrying
Amount

PARENT
Fair Value
Carrying
Amount

Fair Value

2006
$000

2006
$000

2005
$000

2005
$000

2006
$000

2006
$000

2005
$000

2005
$000

(66,000)

(66,000)

(34,000)

(34,000)

(66,000)

(66,000)

(34,000)

(34,000)

(9,537)

(9,537)

(4,644)

(4,644)

–

–

–

–

(11,825)

(11,825)

–

–

–

–

–

–

Foreign exchange contracts

–

6,339

–

7,603

–

6,339

–

7,603

Foreign exchange options

–

64

–

43

–

64

–

43

Interest rate swaps

–

474

–

61

–

474

–

61

NZD term loan
AUD term loans
GBP term loan

The following methods and assumptions were used to estimate the fair value of each class of financial instrument:
Term Liabilities (Term Loan)
The fair value of the Company’s term liabilities is estimated based on the current market rates available to the company for items of a similar nature and maturity.
Interest Rate Contracts (Forward Rate Agreements, Options and Swaps)
The fair value of these financial instruments is current market valuation (cash settlement requirement) provided by Skellerup Holdings Group’s bankers.
Cash, Receivables, Bank Overdraft and Current Liabilities
The carrying value is the fair value for each of these classes of financial instruments and accordingly they are excluded from the above table.
Foreign Currency Contracts (Forward Exchange Contracts and Options)
The fair value of these financial instruments is based on the quoted market prices of comparable financial instruments.

Re pricing Analysis
The following table identifies the periods in which the financial instruments, that are subject to interest rate risk, re-price.
as at 30 june 2006
Liabilities

Effective
Interest Rate

Total
000

6 mths
or less
NZD$000

Between
6–12 mths
$000

Between
1–2 yrs
$000

Between
2–5 yrs
$000

Greater
Than 5 yrs
$000

NZ bank loan

7.37%

NZD 66,000

66,000

–

–

–

–

AUD bank loan

6.10%

AUD  3,570

4,354

–

–

–

–

AUD bank loan

6.18%

AUD  1,250

1,524

–

–

–

–

AUD bank loan

7.15%

AUD  3,000

3,659

–

–

–

–

GBP bank loan

4.96%

GBP  3,900

11,825

–

–

–

–

87,362

–

–

–

–

10,396

–

–

–

–

–

–

–

–

Total liabilities
Less cash

NZD 10,396

Net Total			

76,966		

The Group also has a series of interest rate swaps which give the Group the ability to convert from a floating rate of interest to a fixed rate of interest.
Interest rate swaps held are as follows:
Principal			

Maturity Date

Interest Rate

NZ$35 million

25 September 2008

6.41%

NZ$28 million

29 March 2011

6.76%

The above interest rate options have not been included in the re-pricing table shown above.
Since balance date, additional interest rate swaps have been arranged which convert AUD4 million and GBP3.9 million from a floating rate of
interest to a fixed rate of interest.
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26. reconciliation of net surplus after tax with
cash inflow/(outflow) from operating activities
For the year ended 30 June		

GROUP

		
		

2006		
$000		

Reported surplus after tax:

PARENT
2005
$000

2006
$000

2005
$000

13,357

12,548

7,326

6,390
6

Non cash items and non operating items:
– Depreciation

4,216

3,157

7

– Amortisation of goodwill

1,475

89

–

–

– Movement in provisions

3,938

1,177

20

7

– Bad debts written off

137

230

–

–

– Profit/loss on sale of assets

126

166

–

–

– Revaluation of foreign currency working capital values due to movement
in exchange rates
Net movement in working capital
Net Cash Inflow/(Outflow) From Operating Activities		

946

(1,532)

–

–

(12,601)

(8,810)

607

52

11,594

7,025

7,960

6,455
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27. Segment information
The Group operated in two industry segments and two geographical segments in the year ended 30 June 2006. Segment results are as follows:

(a) Industry Segments
2006666

FOR THE YEAR ENDED 30 JUNE

  

Agri

2005555

Industrial Elimination Consolidated

Agri

Industrial Elimination

Consolidated

$000

$000

$000

$000

$000

$000

$000

$000

Sales to customers

55,220

103,855

–

159,075

49,496

68,763

–

118,259

Intersegment sales
Unallocated revenue

11,523
–

29,996
–

(41,519)
–

–
319

10,993
–

24,280
–

(35,273)
–

–
284

Total Revenue

66,743

133,851

(41,519)

159,394

60,489

93,043

(35,273)

118,543

Segment result
Unallocated expense and tax

14,135
–

13,754
–

–
–

27,889
(14,532)

14,900
–

9,172
–

–
–

24,072
(11,524)

Net Surplus

14,135

13,754

–

13,357

14,900

9,172

–

12,548

Segment assets

49,142

111,213

–

160,355

32,888

49,633

–

82,521

Unallocated

–

–

–

12,293

–

–

–

8,247

Total Assets

49,142

111,213

–

172,648

32,888

49,633

–

90,768

The Agri segment manufactures and distributes dairy rubberware, related rural products and dairy vacuum equipment for the global agriculture market.
The Industrial segment manufactures and distributes industrial rubber and related polymer components together with industrial vacuum equipment for a
variety of industrial applications worldwide.

(b) Geographical Segments
The majority of the Group’s trading is within New Zealand. The Group’s operations outside New Zealand are predominantly in Australia, United States of
America, China and United Kingdom. Subsidiaries within the Group carried out their activities as follows:
For the year ended 30 june

2006				

2005

Inside	Outside	Elimination Consolidated
Inside	Outside	Elimination
	New 	New			New	New
	zealand	zealand			zealand	zealand
$000
$000
$000
$000
$000
$000
$000

Sales to customers

81,761

77,314

–

Intersegment sales

36,501

5,018

–

–

Total Revenue

118,262

Segment result

Consolidated
$000

159,075

72,629

45,630

–

(41,519)

–

33,029

2,244

(35,273)

–

–

319

–

–

–

284

82,332

(41,519)

159,394

105,658

47,874

(35,273)

118,543

21,549

6,340

–

27,889

22,940

1,132

–

24,072

–

–

–

(14,532)

–

–

–

(11,524)

Net Surplus

21,549

6,340

–

13,357

22,940

1,132

–

12,548

Segment assets

76,962

83,393

–

160,355

56,020

26,501

–

82,521

–

–

–

12,293

–

–

–

8,247

76,962

83,393

–

172,648

56,020

26,501

–

90,768

Unallocated revenue

Unallocated expense and tax

Unallocated assets
Total Assets

Intersegment pricing is agreed by negotiation between operating segments. Normal terms and conditions of sale apply to such transactions.
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28. Share Option Schemes
On 17 May 2002 a resolution was passed to establish a non executive director’s option scheme (Directors’ Option Scheme 2002) and a Senior
Management Option Scheme (Senior Management Option Scheme 2002). The details of both schemes are identical.
The options to subscribe for ordinary shares are non transferable. No amount was payable on the granting of the options and the exercise price for each
option under the scheme is $1.15 per share increasing by 15% compounding on the anniversary in each year commencing on 26 September 2004,
adjusted for dividends paid.
Each option will entitle the non executive Directors or Senior Managers to subscribe for one share. Subject to insider trading legislation and any other
applicable laws, one third of the options will become exercisable on the first, second and third anniversaries (each a “vesting date”) of 26 September 2002.
The exercise price for options exercised prior to the second vesting date is $1.32 per share, for options exercised prior to the third vesting date is $1.52
per share and for options exercised thereafter is $1.75 per share, such exercise price in all cases will be adjusted by subtracting the cash amount of any
dividends paid by the Company on its ordinary shares by reference to a record date which occurs during the period from 26 June 2002 to the date of
exercise of the relevant options.
A non executive Director’s and Senior Manager’s options will normally lapse on the date which is three months from the date on which the non executive
Director ceases to be a Director or the Senior Manager ceases to be an employee of the Company. The expiry date of the options is 5 years from the date
of issue, being 26 June 2007.
The ordinary shares issued following the exercise of the options will rank equally with the other ordinary shares, including the shares.
During the 2005 year, the management options on issue increased by 250,000 to a total of 2,250,000 as at 30 June 2005. There have been no changes
to the number of options issued during the 2006 year, nor have any options been exercised.
Number of Share Options
Issue Date	Directors’
Management	
		Options	Options

26 June 2002

Total

1,000,000

2,250,000

3,250,000

26 September 2003

333,333

750,000

1,083,333

26 September 2004

333,333

750,000

1,083,333

26 September 2005

333,334

750,000

1,083,334

1,000,000

2,250,000

3,250,000

Commencing Exercise Dates

Options allocated under the Directors’ Option Scheme 2002 are as follows:
Keith Smith   

200,000

Arthur Young  

200,000

Elizabeth Coutts

200,000

Leigh Davis   

200,000

Graham Fraser  

200,000

Options issued to Senior Managers under the Senior Management Option Scheme include 450,000 to Donald Stewart, an Executive Director
of the Company.

29. Employee Share Purchase Scheme
On 31 March 2006 the company issued shares under the Employee Share Ownership Plan which entitled employees to purchase up to 2,000 shares at
$1.13 per share.
The share purchase scheme conforms with the provisions of Section DC11 of the Income Tax Act 1994, whereby the company provides an interest free
loan to employees to purchase the shares, with repayment of the loan required over a maximum of three years.
As a result of this offer to employees, 290,000 shares were issued at $1.13 per share on 31 March 2006 representing 0.277% of the total ordinary
shares of the company. At 30 June 2006 the outstanding loan to employees was $284,838 and is repayable within three years of the shares being
issued. The shares issued to employees are held in trust by the Skellerup Holdings Employee Share Trustee Company Ltd for a period of three years from date
of issue.
The shares are eligible to participate in dividends which are payable to the employee, but all voting rights, which are the same as ordinary shares, remain
with the trustee company during this restrictive period.
The directors of the trustee company are appointed and removed according to its constitution. Currently, the directors are Keith Smith, Arthur Young and
Donald Stewart.

SKELLERUP HOLDINGS LIMITED ANNUAL REPORT 2006

45

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

30. Significant Events After Balance Date
There are no events subsequent to balance date that are required to be disclosed.

31. Impact of Adopting International Financial Reporting Standards
Adoption of the New Zealand equivalent of International Financial Reporting Standards may result in changes to accounting policies which will have an
impact on the reported financial position and financial performance of the Group.
An impact assessment has been undertaken to identify accounting policies which will result in a change in the reported financial performance and
financial position of the Group.
Although the quantification of the changes cannot be reliably estimated at this time, we have determined that accounting for the following under IFRS
Standards is likely to result in a change in the reported result of the Group.
The areas which will have an impact are as follows:
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• Goodwill

– Amortisation of goodwill and impairment testing goodwill.

• Employee Benefits

– Recognising additional accrued liabilities.

• Insurance Contracts

– Recording additional obligations under the ACC partnership program.

• Deferred Tax

– Changes to the method of determining deferred tax and recognising deferred tax benefits and liabilities
in the Statement of Financial Position.

• Financial Instruments – Complying with new standards for recording of hedged and unhedged instruments and recording fair values of such
instruments through Statement of Financial Performance and Statement of Financial Position.
The actual areas impacted by NZIFRS may differ from those noted above.

SKELLERUP HOLDINGS LIMITED ANNUAL REPORT 2006

OTHER ANNUAL REPORT DISCLOSURES

Directors

(a) Directors Holding Office During the Year
Keith Smith
Elizabeth Coutts
Leigh Davis
Graham Fraser
Donald Stewart
Arthur Young

(b) Remuneration of Directors
for the year ended 30 june
		
		

Group	
2006
$000

Parent	
2006
$000

Group	
2005
$000

Parent
2005
$000

Keith Smith

80

80

80

80

Elizabeth Coutts

50

50

50

50

Leigh Davis

50

50

50

50

Graham Fraser

50

50

50

50

Donald Stewart

552

552

539

539

Arthur Young
		

50

50

50

50

832

832

819

819

Employee Remuneration
The number of employees whose remuneration and benefits are within the defined bands are as follows:
Remuneration Range	Number of Employees	

Remuneration Range	Number of Employees

$100K–$110K

16

$200K–$210K

1

$110K–$120K

14

$210K–$220K

2

$120K–$130K

4

$220K–$230K

3

$130K–$140K

3

$250K–$260K

1

$140K–$150K

2

$270K–$280K

1

$150K–$160K

1

$290K–$300K

1

$160K–$170K

2

$350K–$360K

1

$170K–$180K

1

$550K–$560K

1

$180K–$190K

1

$950K–$960K

1

The above includes salaries, benefits and performance based incentive payments for the year ended 30 June 2006. Executives based in the USA and
Australia and U.K. have been included in equivalent NZ dollars based on the exchange rates ruling at 30 June 2006.

Statement of Directors’ Shareholdings

(a) Directors held the following equity securities in the Company:
		
		
		

Keith Smith

Held Non	Held	Held by
Beneficially &
Beneficially
Associated
By Related Parties		
Persons
30 June 2006
30 June 2006
30 June 2006

190,000

–

5,000

Arthur Young

–

–

50,000

Elizabeth Coutts

–

–

60,000

Leigh Davis

–

–

25,000

Graham Fraser

–

–

41,596

Donald Stewart

–

200,000

255,000

Note 29 contains details of the Directors’ option scheme.

(b) During the year the following directors acquired or disposed of equity securities in the Company:
	Number of Shares
Acquired

Class of
Shares

Consideration	Date of
Paid
Transaction

Donald Stewart

25,000

Ordinary

31,750

13 Mar 06

Elizabeth Coutts

10,000

Ordinary

13,600

7 Sep 05
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SHAREHOLDER INFORMATION

Substantial Security Holders
Pursuant to Section 26 of the Securities Amendment Act 1988, the substantial security holders as at 14 August 2006 were as follows:
			Ordinary Shares

AMP Capital Investors Limited

7,121,364 (6.81%)

Principal Shareholders
The names and holdings of the twenty largest registered shareholders as at 14 August 2006 were:
Holder		Ordinary Shares	

48

%

AMP Capital Investors Limited

7,121,364

6.81

Thompson Trustees Limited

4,032,258

3.86

Custodial Services Limited

3,945,615

3.77

Forbar Custodians Limited

3,134,636

3.00

Gallagher Holdings Limited

2,917,926

2.79

Accident Compensation Corporation

2,754,952

2.63

P A Spencer

2,732,342

2.61

H & G Limited

2,460,000

2.35

Asset Custodian Nominees Limited

1,033,460

1.00

Robert Famularo

1,000,000

0.96

PH and JA Masfen

1,000,000

0.96

TEA Custodians Limited

926,908

0.89

New Plymouth District Council

867,276

0.83

Investment Custodial Services Limited

856,518

0.82

First NZ Capital Custodians Limited

642,232

0.61

Leveraged Equities Finance Limited

606,846

0.58

Citibank Nominees (New Zealand) Limited

552,131

0.53

J L Reid

500,000

0.48

ASB Nominees Limited

435,000

0.42

W & K Staff Pension Fund Limited

350,000

0.33

As at 14 August 2006, Skellerup Holdings Limited had 104,581,458 fully paid ordinary shares on issue.

Distribution of Shareholding as at 14 August 2006
Size of Shareholding			

Total Shares Held %

1 – 4,999
5,000 – 9,999
10,000 – 49,999
50,000 – 99,999
100,000 – 499,999

6.34
9.88
30.61
6.42
11.07

500,000 – 999,999

8.49

1,000,000 and over

27.19

					

100.00

Principal Activities
The principal activity of the Skellerup Holdings Group involves the marketing, manufacturing and distribution of dairy rubber products, industrial rubber
products, and rural supplies to markets in New Zealand and internationally. The Group also manufactures and distributes vacuum pumps and associated
equipment, as well as closed cell polyethylene and ethyl vinyl acetate foams to both New Zealand and international markets.
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DIRECTORY
REGISTERED OFFICE

MANAGEMENT

BANKERS

Skellerup Holdings Limited
1-37 Mt Wellington Highway
Mt Wellington
PO Box 14-537
Panmure, Auckland,
New Zealand

D. J. Stewart B.Com
MANAGING DIRECTOR

The National Bank of New Zealand Limited
209 Queen Street
Auckland
New Zealand

Telephone: +64 9 571 1208
Facsimile: +64 9 571 5896
Email: info@skellerupholdings.co.nz
Website: www.skellerupholdings.co.nz

N. A. Campbell M.Com, C.A.
CHIEF FINANCIAL OFFICER
M. P. McKessar
CHIEF OPERATING OFFICER
J. H. Greenwood B.Com F.C.A.
COMPANY SECRETARY
AUDITOR

BOARD OF DIRECTORS
K. R. Smith
CHAIRMAN

B.Com, F.C.A.

A. W. Young LLB
DEPUTY CHAIRMAN
E. M. Coutts
L. R. Davis

B.MS, C.A.

M.A. (Hons)

G. A. Fraser

B.Com

Ernst & Young
41 Shortland Street
Auckland
New Zealand
LEGAL ADVISORS
Chapman Tripp
23-29 Albert Street
Auckland
New Zealand

SHARE REGISTRAR
Computershare Investor Services Limited
Level 2, 159 Hurstmere Road
Takapuna
Private Bag 92119
Auckland 1020
New Zealand
Telephone: +64 9 488 8777
SECURITY HOLDER
ENQUIRIES
Shareholders with enquiries about
transactions, change of address or
dividend payments should contact
the Share Registrar.

D. J. Stewart B.Com
MANAGING DIRECTOR

NOTICE OF ANNUAL MEETING
Notice is hereby given that the Annual Meeting of Shareholders of Skellerup Holdings Limited will be held at the Ellerslie Convention Centre,
Ellerslie Racecourse, 80-100 Ascot Avenue, Auckland on Wednesday, 27 September 2006 at 2.30 p.m.
BUSINESS
1. To elect two directors. In accordance with Clause 26.1 of the Company’s Constitution Mr Keith Smith and Mr Arthur Young retire by rotation
and, being eligible, offer themselves for re-election. The board has determined that both Mr Smith and Mr Young are independent directors,
in terms of the NZSX Listing Rules.
2. To approve an increase of $40,000 per annum in total non Executive Director’ remuneration from $280,000 per annum to
$320,000 per annum.
Explanatory note: The non executive Directors remuneration has not been reviewed since the Company listed in 2002. The proposed increase reflects the movement in the CPI over
the 4 years. The resolution is put to shareholders in accordance with NZSX Listing Rule 3.5, and expresses the non executive Directors remuneration as a monetary sum payable to all
such Directors taken together in any financial year. The present aggregate non executive Directors’ remuneration is $280,000. The salary and benefits of the Managing Director, are not
subject to the remuneration cap.

3. To authorise the directors to fix the remuneration of the auditor for the ensuing year.
PROXIES
Any member who is entitled to attend and vote at the meeting may instead appoint a proxy to attend and vote on their behalf.
If you wish to appoint a proxy please complete the enclosed proxy form and mail to:
Computershare Investor Services Limited
Private Bag 92119
AUCKLAND 1020
so as to be received not less than 48 hours before the time of holding the meeting.
NOTE: Tea and coffee will be served at the conclusion of the meeting.
For and on behalf of the Board

Jim Greenwood
COMPANY SECRETARY, Auckland, 28 August 2006
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