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Results for announcement to the market 
For the year ended 30 June 2012 
 
 

     

Results Percentage Change  $'000 

Revenue Up 2.4% to 610,830 

     

Reported net profit for the period attributable to 
members 

Up 133.9% to 92,762 

Less: gain on sale of available for sale asset (net of tax)    -49,376 

Add back: integration and restructuring costs (net of tax)    762 
Underlying profit after tax* Down 9.8% to 44,148 

     

     

Reported operating profit before interest and tax Up 6.8% to 69,212 

Add back: integration and restructuring costs (before tax) 
 

Underlying profit before interest and tax* 

 
 

Down 

 
 

8.8% 

 
 

to 

1,089 
 

70,301 
     
* Underlying profit after tax and underlying profit before interest and tax are non-IFRS measures that have not been subject to audit or review. 

     

Dividends   Amount per 
security 

Percentage franked 

Final dividend  35 cents  100% 
Date the dividend is payable    September 3, 2012 
Record date    August 20, 2012 
Trading ex-dividend    August 14, 2012 

     

Special cash dividend  35 cents  100% 

Date the dividend is payable    August 16, 2012 

Record date    August 7, 2012 
Trading ex-dividend    July 31, 2012 

     

Amount of dividend per security  Amount per 
security 

Percentage franked 

Interim Dividend     

In respect of the 2012 financial year as at 31 December 2011 30 cents  100% 
In respect of the 2011 financial year as at 31 December 2010 29 cents  100% 
     
Final Dividend     
In respect of the 2012 financial year as at 30 June 2012  35 cents  100% 

In respect of the 2011 financial year as at 30 June 2011  35 cents  100% 
     
Special cash dividend  35 cents  100% 
     

     

Net Tangible Assets per security     

As at 30 June 2012   $1.42    

As at 30 June 2011   $1.25    

This preliminary final report is based on financial statements which have been audited. 

Refer to the media release for a brief explanation of the figures reported above. 
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Consolidated Income Statement 
FOR THE YEAR ENDED 30 JUNE 2012 
 

 Note 2012 2011 
  $'000 $'000 

    
Revenue 2 (a) 610,830 596,427 
Cost of goods sold  (364,470) (356,118) 

Gross Profit  246,360 240,309 

Other income 2 (b) 448 377 
Marketing and selling   (70,866) (65,828) 
Product development and sourcing 2 (c) (11,968) (8,261) 
Logistics expenses and outward freight  (51,814) (50,300) 
Administration   (39,998) (37,677) 
Acquisition, integration and restructuring costs 2 (c) (1,089) (12,299) 
Other   (1,861) (1,545) 

Results from operating activities  69,212 64,776 

    
Interest income  413 440 
Net gain on sale of available for sale asset 10 63,666 - 
Finance costs 2 (c) (9,542) (9,347) 

Net finance income/(costs)  54,537 (8,907) 

    

Profit before income tax   123,749 55,869 

    
Income tax expense  3 (30,987) (16,213) 

    
Profit for the year  92,762 39,656 

      
Earnings per share:    
Basic earnings per share (cents per share) 27 132.3 58.1 

    
Diluted earnings per share (cents per share) 27 132.3 58.1 
 
 
Notes to the consolidated financial statements are annexed. 
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Consolidated Statement of Comprehensive Income  
FOR THE YEAR ENDED 30 JUNE 2012 
 

 2012 2011 
 $'000 $'000 

   
Profit for the year 92,762 39,656 

     
Other comprehensive income   
Exchange differences on translating results of foreign operations (327) (1,014) 
Fair value adjustments recognised in cash flow hedge reserve 3,234 (5,824) 
Net change in fair value of cash flow hedges transferred to inventory (770) (528) 
Fair value adjustment of available for sale asset (897) 29,085 
Net change in fair value of available for sale asset transferred to income statement (63,666) - 
Income tax on other comprehensive income 18,631 (6,820) 

Other comprehensive income for the year, net of income tax (43,795) 14,899 

   

Total comprehensive income for the year 48,967 54,555 

 
 
Notes to the consolidated financial statements are annexed. 
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Consolidated Balance Sheet 
AS AT 30 JUNE 2012 
 

 Note 2012 2011 

  $'000 $'000 

Current assets    

Cash and cash equivalents 6 19,247 16,081 

Trade and other receivables 7 88,164 85,188 

Other assets 8 9,002 7,902 

Inventories 9 102,170 103,190 

Total current assets  218,583 212,361 

Non-current assets      

Other financial assets 10 2,795 83,324 

Property, plant and equipment 11 33,132 32,122 

Deferred tax assets 3(c) 1,541 2,086 

Goodwill 12 106,759 106,794 

Other intangible assets 13 66,012 64,618 

Total non-current assets  210,239 288,944 

Total assets  428,822 501,305 

Current liabilities    

Trade and other payables 14(a) 85,018 82,996 

Borrowings 15(a) 6,899 6,642 

Current tax payables 3(e) 12,320 723 

Provisions 16(a) 15,664 21,567 

Total current liabilities  119,901 111,928 

Non-current liabilities      

Borrowings 15(b) 29,718 111,509 

Other financial liabilities 14(b) 139 426 

Deferred tax liabilities 3(c) 304 16,391 

Provisions 16(b) 5,101 3,407 

Total non-current liabilities  35,262 131,733 

Total liabilities  155,163 243,661 

Net assets  273,659 257,644 

Equity    

Share Capital 17 182,324 170,063 

Reserves 18 (59) 43,736 

Retained earnings  91,394 43,845 

Total equity  273,659 257,644 

 
 
 
Notes to the consolidated financial statements are annexed. 
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Consolidated Statement of Changes in Equity 
FOR THE YEAR ENDED 30 JUNE 2012 
 

 Note 2012 2011 

  $'000 $'000 

Retained Earnings    

Retained earnings at the beginning of the year  43,845 47,052 

Profit for the year  92,762 39,656 

Dividends paid 5 (45,213) (42,863) 

Retained earnings at the end of the year  91,394 43,845 

    
Reserves    

Foreign Currency Translation Reserve:    

Balance at the beginning of the year  (1,458) (444) 

Exchange differences on translating foreign operations  (327) (1,014) 

Balance at the end of the year  (1,785) (1,458) 

    
Cash Flow Hedge Reserve:    

Balance at the beginning of the year  - 4,446 

Fair value adjustments transferred to equity - net of tax  2,264 (4,077) 

Amounts transferred to inventory - net of tax  (538) (369) 

Balance at the end of the year  1,726 - 

    
Available for Sale Asset Revaluation Reserve:    
Balance at the beginning of the year  45,194 24,835 
Fair value adjustment - net of tax  (628) 20,359 
Amount reclassified to income statement - net of tax  (44,566) - 

Balance at the end of the year  - 45,194 

Reserves at the end of the year  (59) 43,736 

    
Share Capital    

Share capital at the beginning of the year - 69,089,611 
(1 July 2010 - 65,885,213) fully paid shares 

170,063 142,229 

Dividend reinvestment plan 17 12,261 12,921 

Share purchase plan 17 - 14,913 

Share capital at the end of the year - 70,803,455 
(30 June 2011 - 69,089,611) fully paid shares 

182,324 170,063 

Total equity  273,659 257,644 

    

Total Equity Summary    

Balance at the beginning of the year  257,644 218,118 

Profit for the year  92,762 39,656 

Other Comprehensive Income  (43,795) 14,899 

Total Comprehensive Income  48,967 54,555 

Transactions with owners recognised in equity    

Dividend reinvestment plan  12,261 12,921 

Share purchase plan  - 14,913 

Dividends paid  (45,213) (42,863) 

Total transactions with owners  (32,952) (15,029) 

Balance at the end of the year  273,659 257,644 

 
 
The amounts recognised directly in equity are net of tax. 
Notes to the consolidated financial statements are annexed. 
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Consolidated Cash Flow Statement 
FOR THE YEAR ENDED 30 JUNE 2012 
 

 Note 2012 2011 
  $'000 $'000 
    

Cash flows from operating activities    

Receipts from customers  666,808 652,373 
Payments to suppliers and employees  (593,616) (561,673) 
Income taxes paid  (16,300) (22,903) 
Net cash provided by/(used in) operating activities 23 56,892 67,797 

Cash flows from investing activities    

Payments for property, plant and equipment   (8,523) (7,613) 
Proceeds from sale of property, plant and equipment   119 104 
Proceeds from sale of available for sale investment  81,845 - 
Payments for intangible assets and product development costs (6,927) (5,354) 
Dividends received from listed security investment  1,756 3,636 
Acquisitions  - (91,327) 
Net cash provided by/(used in) investing activities  68,270 (100,554) 

Cash flows from financing activities    

Net (repayments)/proceeds of borrowings  (81,420) 46,425 
Net proceeds of share issues  - 14,913 
Interest received  413 440 
Interest paid  (8,365) (8,151) 
Dividends paid   (32,952) (29,942) 
Net cash provided by/(used in) financing activities  (122,324) 23,685 
Net increase in cash held  2,838 (9,072) 
Cash at the beginning of the year  16,081 25,472 
Overdraft acquired from acquisitions  - 62 
Effects of exchange rate changes on the balance of cash held in foreign currencies 328 (381) 

Cash at the end of the year     6 19,247 16,081 
 
 
Notes to the consolidated financial statements are annexed. 
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Notes to the consolidated financial statements 
 

1. Summary of accounting policies 
 

Reporting Entity 

GUD Holdings Limited (the ‘Company’) is a for profit company domiciled in Australia.  The consolidated financial 

statements of the Company as at and for the year ended 30 June 2012 comprise the Company and its subsidiaries 

(together referred to as the ‘Consolidated Entity’).   

 

Basis of Preparation 

 

Statement of compliance 

The consolidated financial statements are general purpose financial statements which have been prepared in 

accordance with the Australian Accounting Standards adopted by the Australian Accounting Standards Board 

(AASB) and the Corporations Act 2001.  The consolidated financial statements comply with International Financial 

Reporting Standards (IFRS) adopted by the International Accounting Standards Board (IASB).    

 

The consolidated financial statements were authorised for issue by the Directors on 26 July 2012. 

 

Basis of measurement 

The consolidated financial statements have been prepared on the basis of historical cost, except for derivative 

financial instruments and available for sale assets which are measured at fair value.   

 

Functional and presentation currency 

These consolidated financial statements are presented in Australian dollars which is the Company’s functional 

currency. The Company is of a kind referred to in ASIC Class Order 98/100 dated 10 July 1998 and in accordance 

with that Class Order, all financial information presented in Australian dollars has been rounded to the nearest 

thousand unless otherwise stated. 

 

Use of estimates and judgements 

In the preparation of the consolidated financial statements, the Directors are required to make judgements, 

estimates and assumptions that affect the application of accounting policies and the reported carrying values of 

assets, liabilities, income and expenses.  The estimates and associated assumptions are based on historical 

experience and various other factors that are believed to be reasonable under the circumstance, the results of 

which form the basis of making the judgements.  Actual results may differ from these estimates. 

 

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates 

are recognised in the period in which the estimate is revised if the revision affects only that period, or in the period 

of the revision and future periods if the revision affects both current and future periods. 

 

In particular, information about significant areas of estimation, uncertainty and critical judgements in applying 

accounting policies that have the most significant effect on the amount recognised in the consolidated financial 

statements are described in the following notes: 

• Note 12 - Goodwill 

• Note 13 - Other intangible assets 

• Note 26 - Financial instruments and financial risk management 

 

Significant accounting policies 

 

The following significant accounting policies have been applied consistently to all periods presented in these 

consolidated financial statements, and have been applied consistently by entities within the Consolidated Entity. 
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a) Principles of consolidation 

The consolidated financial statements are the financial statements of all the entities that comprise the 

Consolidated Entity, being the Company and its subsidiaries as defined in Accounting Standard AASB 127 

Consolidated and Separate Financial Statements. A list of subsidiaries appears in note 19 to the 

consolidated financial statements.   

In preparing the consolidated financial statements, all intercompany balances and transactions, and 

unrealised profits arising within the Consolidated Entity are eliminated in full. 

 

b) Business combinations 

On acquisition, the identifiable assets, liabilities and contingent liabilities of a subsidiary are measured at 

their fair values at the date of acquisition. Any excess of the cost of acquisition over the fair values of the 

identifiable net assets acquired is recognised as goodwill. If the fair values of the identifiable net assets 

acquired exceed the cost of acquisition, such excess is credited to the income statement in the period of 

acquisition.  

 

The consolidated financial statements include the information and results of each subsidiary from the date 

on which the Company obtains control and until such time as the Company ceases to control such entity.  

 

Transaction costs incurred in connection with a business combination are expensed as incurred. 

 

c)  Foreign currency 

 

 Foreign currency transactions 

All foreign currency transactions during the year are brought to account using the exchange rate in effect 

at the date of the transaction.  Foreign currency monetary items are translated at the exchange rates 

prevailing at the reporting date.  

 

Exchange differences are recognised in the income statement in the period in which they arise except for: 

• exchange differences on transactions entered into in order to hedge certain foreign currency risks 

(refer ‘Derivative financial instruments’), and  

• exchange differences on monetary items receivable from or payable to a foreign operation for which 

settlement is neither planned or likely to occur, which form part of the net investment in a foreign 

operation, which are recognised in the foreign currency translation reserve and recognised in the 

income statement on disposal of the net investments. 

 

Foreign operations 

On consolidation, the assets and liabilities of the Consolidated Entity’s foreign operations are translated at 

exchange rates prevailing at the reporting date.  Income and expense items are translated at average 

rates of exchange for the year which approximate actual exchange rates.  Exchange differences arising, if 

any, are recognised in the foreign currency translation reserve, and recognised in the income statement 

on disposal of the foreign operation. 

 

Goodwill, fair value adjustments, assets and liabilities arising on the acquisition of a foreign operation are 

translated at exchange rates prevailing at the reporting date.   
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d) Revenue recognition 

Sale of goods 

Revenue is measured at the fair value of the consideration received or receivable, net of returns and 

allowances, trade discounts and volume rebates.  Revenue is recognised when the Consolidated Entity 

has transferred to the buyer the significant risks and rewards of ownership of the goods. 

 

Contract revenue 

Contract revenue includes the initial amount agreed in the contract plus any variations in contract work to 

the extent that it is probable that they will result in revenue and can be measured reliably. As soon as the 

outcome of a contract can be estimated reliably, contract revenue is recognised in the income statement in 

proportion to the stage of completion of the contract. Contract expenses are recognised as incurred unless 

they create an asset related to future contract activity. 

The stage of completion is assessed by reference to work performed. When the outcome of a contract 

cannot be estimated reliably, contract revenue is recognised only to the extent of contract costs incurred 

that are likely to be recoverable. An expected loss on a contract is recognised immediately in the income 

statement. 

 

e) Finance income, dividend income, finance costs and dividends paid 

 

Dividend income is recognised when the right to receive payment is established. Finance income is 

comprised of interest income and gains on disposals of available for sale financial assets. Interest income 

is recognised on a time proportionate basis that takes into account the effective yield on the financial 

asset.  

 

Finance costs and dividends paid are classified as expenses or as distributions of profit consistent with the 

balance sheet classification of the related debt or equity instruments.  Finance costs are comprised of 

interest expense on borrowings and fair value losses through the income statement. Interest expense on 

borrowings is recognised on an effective interest basis. 

 

f)  Financial instruments 

 

Non-derivative financial instruments 

Non-derivative financial instruments comprise investments in equity, trade and other receivables, cash and 

cash equivalents, loans and borrowings, and, trade and other payables. 

 

Non-derivative financial instruments are initially recognised at fair value plus, for instruments not at fair 

value through profit and loss, any directly attributable transaction costs.  Subsequent to their initial 

recognition, non-derivative financial instruments are measured as described below. 

 

A financial instrument is recognised if the Consolidated Entity becomes a party to the contractual 

provisions of the instrument.  Financial assets are derecognised if the Consolidated Entity’s contractual 

rights to the cash flows from the financial assets expire or if the Consolidated Entity transfers the financial 

asset to another party without retaining control or substantially all risks and rewards of the asset.  

Purchases and sales of financial assets are accounted for at trade date being the date the Consolidated 

Entity commits itself to purchase or sell the asset.  Financial liabilities are derecognised if the Consolidated 

Entity’s obligations specified in the contract are discharged, expire or are cancelled. 

 

Cash and cash equivalents 

Cash and cash equivalents comprise cash on hand, cash in banks and investments in money market 

instruments, net of outstanding bank overdrafts.  Bank overdrafts, where they occur, are included as a 

component of cash and cash equivalents for the purpose of the statement of cash flows. 
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Investments 

Investments in subsidiaries are recorded at cost less impairment, where identified. 

 

Available for sale assets are measured at fair value in accordance with AASB 139, based on the quoted 

share price at each reporting date. The changes in fair value are recognised directly in a separate 

component of equity. When an investment is derecognised, the cumulative gain or loss in equity is 

reclassified to the income statement.  

 

Loans and receivables 

Trade receivables, loans, and other receivables are recorded at amortised cost less identified impairment. 

 

Share capital 

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of or 

repurchase (buy-back) of ordinary shares are recognised as a deduction from equity, net of any tax 

effects.  Ordinary shares bought back by the Company are cancelled in accordance with the law.  

 

Debt and equity instruments 

Debt and equity instruments are classified as either liabilities or as equity in accordance with the 

substance of the contractual arrangement.   

 

Payables 

Trade payables and other accounts payable are measured at cost. 

 

Borrowings 

Borrowings are recorded initially at fair value, net of transaction costs.  Subsequent to initial recognition, 

borrowings are measured at amortised cost with any difference between the initial recognised amount and 

the redemption value being recognised in the income statement over the period of the borrowing using the 

effective interest rate method.  Borrowing costs are expensed as incurred. 

 

Derivative financial instruments 

The Consolidated Entity enters into a variety of derivative financial instruments to manage its exposure to 

interest rate and foreign exchange rate risk, including forward foreign exchange contracts, options, collars, 

and, interest rate swaps, options and collars.  Further details of derivative financial instruments are 

disclosed in note 26 to the consolidated financial statements.  A derivative financial instrument is 

recognised if the Consolidated Entity becomes a party to the contractual provisions of the instrument.  

Purchases and sales of financial assets are accounted for at trade date being the date the Consolidated 

Entity commits itself to purchase or sell the asset.   

 

The Consolidated Entity designates certain derivatives as hedges of highly probable forecast transactions 

(cash flow hedges). Derivatives are initially recognised at fair value on the date a derivative contract is 

entered into and are subsequently remeasured to their fair value (as obtained from the financial institution 

counterparty) at each reporting date.  The resulting gain or loss is recognised in the income statement 

immediately unless the derivative is designated and considered an effective cash flow hedging instrument 

in which case it is initially recognised in equity.  The subsequent timing of the recognition of the hedging 

instrument in the income statement depends on the nature of the hedge relationship.   

 

Cash flow hedges 

The effective portion of changes in the fair value of derivatives that are designated and qualify as cash 

flow hedges are deferred and recognised in equity.  The gain or loss relating to the ineffective portion is 

recognised immediately in the income statement. 

 

Amounts deferred and recognised in equity are subsequently transferred to the income statement in the 

periods when the impact of the hedged item is recognised in the income statement.  When the forecast 

transaction that is hedged (purchases of inventory) results in the recognition of a non-financial asset or a 
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non-financial liability, gains and losses previously deferred in equity are transferred from equity and 

included in the initial measurement of the cost of the asset (inventory). 

 

Hedge accounting is discontinued on a prospective basis when the hedging instrument expires or is sold, 

terminated, or exercised, or no longer qualifies for hedge accounting.  Any cumulative gain or loss 

deferred and recognised in equity at that time is retained in equity and is transferred to the income 

statement when the result of the forecast transaction is ultimately recognised in the income statement.  

However when a forecast transaction is no longer expected to occur, or hedge ineffectiveness is identified, 

the cumulative gain or loss deferred and recognised in equity is recognised immediately in the income 

statement.   

 

 Derivatives that do not qualify for hedge accounting 

Certain derivative instruments do not qualify for hedge accounting.  Changes in the fair value of any 

derivative instruments that do not qualify for hedge accounting are recognised immediately in the income 

statement. 

 

g) Income Tax 

Current and deferred tax expense 

Current and deferred tax is recognised as an expense or income in the income statement, except when it 

relates to items credited or debited directly to equity, in which case the deferred tax is also recognised 

directly in equity, or where it arises from the initial accounting for a business combination, in which case it 

is taken into account in the determination of goodwill. 

 

Current tax 

Current tax is calculated by reference to the amount of income taxes payable or recoverable in respect of 

the taxable profit or loss for the period.  It is calculated using tax rates and tax laws that have been 

enacted or substantively enacted by the reporting date.  Current tax for current and prior periods is 

recognised as a liability (or asset) to the extent that it is unpaid (or refundable). 

 

Deferred tax 

Deferred tax is recognised in respect of temporary differences between the carrying amount of assets and 

liabilities in the consolidated financial statements and the corresponding tax base of those items. 

 

Deferred tax assets are recognised to the extent that it is probable that sufficient taxable amounts will be 

available against which deductible temporary differences or unused tax losses and tax offsets can be 

utilised.  However, deferred tax assets and liabilities are not recognised if the temporary differences giving 

rise to them arise from the initial recognition of assets and liabilities (other than as a result of a business 

combination) which affect neither taxable income nor accounting profit.  Furthermore, a deferred tax 

liability is not recognised in relation to taxable temporary differences arising from goodwill. 

 

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period(s) 

when the asset and liability giving rise to them are realised or settled, based on tax rates (and tax laws) 

that have been enacted or substantively enacted by reporting date.  The measurement of deferred tax 

liabilities and assets reflects the tax consequences that would follow from the manner in which the 

Company/subsidiary expects, at the reporting date, to recover or settle the carrying amount of its assets 

and liabilities. 

 

Deferred tax assets and liabilities are offset when they relate to income taxes levied by the same taxation 

authority and the Company/subsidiary intends to settle its current tax assets and liabilities on a net basis. 

 

Tax consolidation 

The Company and all its wholly-owned Australian resident entities are part of a tax-consolidated group 

under Australian taxation law. GUD Holdings Limited is the head entity in the tax-consolidated group.  
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h) Impairment of property, plant, equipment and intangible assets 

Tangible and intangible assets are tested for impairment annually and whenever there is an indication that 

the asset may be impaired.  If any such indication exists, the recoverable amount of the asset is estimated 

in order to determine the extent of the impairment loss (if any).   

 

Assets that cannot be tested individually are grouped together into cash-generating units (CGUs) which 

are the smallest group of assets that generate cash inflows from continuing use that are largely 

independent of the cash flows of other assets or CGUs. Subject to an operating segment ceiling test, 

CGUs to which goodwill has been allocated are aggregated so that the level at which impairment testing is 

performed reflects the lowest level at which goodwill is monitored for internal reporting purposes. Goodwill 

acquired in a business combination is allocated to groups of CGUs that are expected to benefit from the 

synergies of the combination.  

 

The recoverable amount is the higher of fair value less costs to sell and value in use.  In assessing value 

in use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate 

that reflects current market assessments of the time value of money and the risks specific to the asset for 

which the estimates of future cash flows have not been adjusted. 

 

If the recoverable amount of an asset (or CGU) is estimated to be less than its carrying amount, the 

carrying amount of the asset (or CGU) is reduced to its recoverable amount.  An impairment loss is 

recognised in the income statement immediately.  

 

Where an impairment loss subsequently reverses, the carrying amount of the asset (or CGU) is increased 

to the revised estimate of its recoverable amount, but only to the extent that the increased carrying amount 

does not exceed the carrying amount that would have been determined had no impairment loss been 

recognised for the asset (or CGU) in prior years.  A reversal of an impairment loss is recognised in the 

income statement immediately. An impairment of goodwill is not subsequently reversed. 

 

i)  Goods and services tax 

Revenues, expenses and non-financial assets are recognised net of the amount of goods and services tax 

(GST), except: 

• where the amount of GST incurred is not recoverable from the taxation authority, it is recognised as 

part of the cost of acquisition of an asset or as part of an item of expense; or 

• for receivables and payables which are recognised inclusive of GST. 

 

The net amount of GST recoverable from, or payable to, the taxation authority is included as part of 

receivables or payables. 

 

Cash flows are included in the cash flow statement on a gross basis.  The GST component of cash flows 

arising from investing and financing activities which is recoverable from, or payable to, the taxation 

authority is classified as operating cash flows. 

 

j) Inventories 

Inventories are valued at the lower of cost and net realisable value.  Costs, including an appropriate 

portion of fixed and variable overhead expenses, are assigned to inventory by the method most 

appropriate to each particular class of inventory, with the majority being valued on a weighted average 

basis. Net realisable value represents the estimated selling price less all estimated costs of completion 

and selling costs. 

 

k) Property, plant and equipment 

Property, plant and equipment and leasehold improvements are stated at cost less accumulated 

depreciation and impairment. Cost includes expenditure that is directly attributable to the acquisition of the 

item. In the event that settlement of all or part of the purchase consideration is deferred, cost is 
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determined by discounting the amounts payable in the future to their present value as at the date of 

acquisition.  

 

Depreciation is provided on property, plant and equipment, including freehold buildings but excluding land. 

Depreciation is calculated on a straight line basis over the estimated useful life of each asset to its 

estimated residual value. Leasehold improvements are depreciated over the period of the lease or 

estimated useful life, whichever is the shorter, using the straight line method. The estimated useful lives, 

residual values and depreciation method are reviewed at the end of each annual reporting period.  

 

The following estimated useful lives for current and prior periods used in the calculation of depreciation: 

• Plant and equipment   3 to 12 years 

• Equipment under finance lease  3 to 12 years 

 

l) Leased assets 

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks 

and rewards of ownership to the lessee. All other leases are classified as operating leases.  Assets held 

under finance leases are initially recognised at their fair value or, if lower, at amounts equal to the present 

value of the minimum lease payments, each determined at the inception of the lease. The corresponding 

liability to the lessor is included in the balance sheet as a finance lease obligation.  Lease payments are 

apportioned between finance charges and reduction of the lease obligation so as to achieve a constant 

rate of interest on the remaining balance of the liability. Finance charges are charged directly to the 

income statement. 

 

Subsequent to their initial recognition, finance leased assets are amortised over their estimated useful life 

as described in (k) above. 

 

Operating lease payments are recognised as an expense on a straight-line basis over the lease term, 

except where another systematic basis is more representative of the time pattern in which economic 

benefits from the leased asset are consumed. 

 

m) Intangible assets 

Product development costs 

Expenditure on research activities is recognised as an expense in the income statement period in which it 

is incurred. Where no internally-generated intangible asset can be recognised, development expenditure is 

recognised as an expense in the income statement in the period as incurred. An intangible asset arising 

from development (or from the development phase of an internal project) is recognised if, and only if, all of 

the following are demonstrated: 

• the technical feasibility of completing the intangible asset so that it will be available for use or sale; 

• the intention to complete the intangible asset and use or sell it; 

• the ability to use or sell the intangible asset; 

• how the intangible asset will generate probable future economic benefits; 

• the availability of adequate technical, financial and other resources to complete the development and 

to use or sell the intangible asset; and  

• the ability to measure reliably the expenditure attributable to the intangible asset during its 

development. 
 

The expenditure capitalised includes the cost of materials, direct labour and overhead costs that are 

directly attributable to preparing the asset for its intended use. 
 

• Product development assets are stated at cost less accumulated amortisation and impairment, and 

are amortised on a straight-line basis over their useful lives, which is up to a maximum of 3 years. 

 

Brand names and trademarks 

Acquired brand names and trademarks are recorded at cost.  The carrying value is tested annually for 

impairment as part of the annual testing of cash generating units (see note 12). 
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Goodwill 

Goodwill, representing the excess of the cost of acquisition over the fair value of the identifiable assets, 

liabilities and contingent liabilities acquired, is recognised as an asset and not amortised, but tested for 

impairment annually and whenever there is an indication that the goodwill may be impaired.  Any 

impairment is recognised immediately in the income statement and is not subsequently reversed. 

 

Other intangible assets 

Other intangible assets that are acquired by the Consolidated Entity, which have finite lives, are measured 

at cost less accumulated amortisation and accumulated impairment losses.  

 

The carrying value is tested for impairment as part of the annual testing of cash generating units (see note 

12). 

 

Amortisation is recognised in the income statement over the following number of years: 

 

Patents, licences and distribution rights  3 to 5 years 

Customer relationships    5 years 

Software      5 years 

 

Intangible assets acquired in a business combination  

All identified intangible assets acquired in a business combination are recognised separately from goodwill 

where they satisfy the definition of an intangible asset and their fair value can be measured reliably. 

 

n)  Employee benefits 

Provision is made for benefits accruing to employees in respect of wages and salaries, annual leave, long 

service leave, and sick leave when it is probable that settlement will be required and they are capable of 

being measured reliably. 
 

Provisions made in respect of employee benefits expected to be settled within 12 months, are measured 

at their nominal values using the remuneration rate expected to apply at the time of settlement. 
 

Provisions made in respect of employee benefits which are not expected to be settled within 12 months 

are measured as the present value of the estimated future cash outflows to be made by the Consolidated 

Entity in respect of services provided by employees up to reporting date. 

 

Defined contribution plans 

Contributions to defined contribution superannuation plans are expensed when incurred. 

 

o) Provisions 

Provisions are recognised when as a result of a past event, the Consolidated Entity has a present 

obligation, the future sacrifice of economic benefits is probable, and the amount of the provision can be 

measured reliably. 

 

The amount recognised as a provision is the best estimate of the consideration required to settle the 

present obligation at reporting date, taking into account the risks and uncertainties surrounding the 

obligation. Where a provision is measured using the cash flows estimated to settle the present obligation, 

its carrying amount is the present value of those cash flows.  

 

When some or all of the economic benefits required to settle a provision are expected to be recovered 

from a third party, the receivable is recognised as an asset if it is virtually certain that recovery will be 

received and the amount of the receivable can be measured reliably.  
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Onerous contracts 

An onerous contract is considered to exist where the Consolidated Entity has a contract under which the 

unavoidable cost of meeting the contractual obligations exceed the economic benefits estimated to be 

received. Present obligations arising under onerous contracts are recognised as a provision to the extent 

that the present obligations exceed the economic benefits estimated to be received.  

 

Restructuring 

A provision for restructuring is recognised when the Consolidated Entity has developed a detailed formal 

plan for the restructuring and has raised a valid expectation in those affected that it will carry out the 

restructuring by: 

• starting to implement the plan; or 

• announcing its main features to those affected by it. 

 

Warranties 

Provisions for warranty costs are recognised at the date of sale of the relevant products, at the Directors’ 

best estimate of the expenditure required to settle the Consolidated Entity’s liability. 

 

p) New standards and interpretations not yet adopted 

A number of new standards, amendments to standards and interpretations are effective for annual periods 

beginning after 1 July 2012, and have not been applied in preparing these consolidated financial 

statements. None of these are expected to have a significant effect on the consolidated financial 

statements of the Group, except for: 

• IFRS 9 Financial Instruments, which becomes mandatory for the Group’s 2016 consolidated financial 

statements and could change the classification and measurement of financial assets, liabilities and 

hedging. The Group does not plan to adopt this standard early and the extent of the impact has not 

been determined; and 

• IFRS 13 Fair Value Measurement, which becomes mandatory for the Group’s 2014 consolidated 

financial statements and replaces fair value measurement guidance in individual IFRSs with a single 

source of fair value measurement guidance. The Group does not plan to adopt this standard early and 

the extent of the impact has not yet been determined; and 

• AASB 2011-4 Amendments to Australian Accounting Standards to Remove Individual Key 

Management Personnel Disclosure Requirements, which becomes mandatory for the Group’s 2014 

consolidated financial statements and will remove requirements to make individual key management 

personnel disclosures in the notes to the financial statements. Early adoption of these amendments is 

not permitted. 
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2. Profit from operations 

 
  2012 2011 

  $'000 $'000 

    

(a) Revenue    

Sale of goods  609,074 592,791 

Dividends received from investment in listed security  1,756 3,636 

Total revenue   610,830 596,427 

    

(b) Other income    

Other   448 377 

  448 377 

      

(c) Expenses by nature    

Profit before income tax has been arrived at after charging the following 
expenses: 

   

    
(Write-back)/write-down to value of inventory obsolescence provision  (78) 174 
(Gain)/loss on sale of plant and equipment   (2) 1,947 
Operating lease rental expense: Minimum lease payments  18,415 18,204 
Net foreign exchange gain  (1,144) (4,733) 

    
Employee benefits:    
Wages and salaries (including on-costs)  100,205 94,763 
Contributions to defined contribution plans  7,651 7,526 
Movements in provisions for employee benefits  (442) 5,829 

    

Depreciation and amortisation:    
Depreciation of plant and equipment  7,998 8,056 
Depreciation of leased plant and equipment  111 223 
Amortisation of product development costs  3,854 4,148 
Amortisation of other intangibles  1,741 1,422 

Total depreciation and amortisation  13,704 13,849 

      
Product development costs:    
Expensed directly to income statement  11,968 8,261 
Amortisation of product development costs  3,854 4,148 

Total product development sourcing and amortisation  15,822 12,409 

      
Acquisition, integration and restructuring costs:    
Acquisition costs  - 2,344 
Integration and restructuring costs  1,089 9,955 

Acquisition, integration and restructuring costs  1,089 12,299 

    
Finance costs:    
Interest expense  9,122 9,347 
Revaluation of interest rate swaps  420 - 

Finance costs  9,542 9,347 

 

The ineffective portion of cashflow hedges that is recognised in the income statement is nil (2011: nil). 
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3. Taxation 

 
 2012 2011 

 $'000 $'000 

   

(a) Income tax expense recognised in the income statement   

Prima facie income tax expense calculated at 30% (2011: 30%) on profit 37,125 16,761 

Increase/(decrease) in income tax expense due to :   

Non-deductible expenditure 334 1,178 

Under/(over) provision of income tax in prior year 239 14 

Utilisation of capital losses not previously recognised (4,786) - 

Research and development incentives (1,067) (1,121) 

Non-assessable income  (858) (619) 

Income tax expense  30,987 16,213 

   

Tax expense comprises:   

Current tax expense 27,659 16,679 

Adjustments recognised in the current year in relation to the current tax of prior years 239 14 

Deferred tax expense relating to the origination and reversal of temporary differences 3,089 (480) 

Total tax expense  30,987 16,213 

 
 

(b) Income tax expense recognised in other comprehensive income     
  2012    2011  

 Before tax Tax 
(expense)/ 

benefit 

Net of tax  Before tax Tax 
(expense)/ 

benefit 

Net of tax 

        

Exchange differences on translating 
results of foreign operations 

(327) - (327)  (1,014) - (1,014) 

Fair value adjustments transferred to 
cash flow hedge reserve 

3,234 (970) 2,264  (5,824) 1,747 (4,077) 

Net change in fair value of cash flow 
hedges transferred to inventory 

(770) 232 (538)  (528) 159 (369) 

Fair value adjustment of available for 
sale asset 

(897) 269 (628)  29,085 (8,726) 20,359 

Net change in fair value of available for 
sale asset transferred to income 
statement 

 
(63,666) 

 
19,100 

 
(44,566) 

 - - - 

 (62,426) 18,631 (43,795)  21,719 (6,820) 14,899 

 
 

Tax consolidation 

 

The Company and its wholly-owned Australian resident subsidiaries have formed a tax-consolidated group with effect from 1 

July 2003 and are therefore taxed as a single entity from that date.  The head entity within the tax-consolidated group is 

GUD Holdings Limited.  The members of the tax consolidated group are identified in note 19. 

 

Nature of tax funding arrangements and tax sharing agreements 

 

Entities within the tax-consolidated group have entered into a tax funding arrangement and a tax-sharing agreement with the 

head entity.  Under the terms of the tax funding arrangement, GUD Holdings Limited and each of the entities in the tax 

consolidated group have agreed to pay a tax equivalent payment to or from the head entity, based on the current liability or 

current asset of the entity. The tax sharing agreement entered into between members of the tax-consolidated group provides 

for the determination of the allocation of income tax liabilities between the entities should the head entity default on its 

payment obligations.  No amounts have been recognised in the consolidated financial statements in respect of this 

agreement as payment of any amounts under the tax sharing agreement is considered remote. 



GUD Holdings Limited and subsidiaries     
 

 20

3. Taxation (continued) 

Taxable and deductible temporary differences arise from the following: 
 

 
2012  Opening 

balance 
Recognised in 

Income 
Statement 

Recognised 
in Equity 

Closing 
balance 

Consolidated  $'000 $'000 $'000 $'000 

Deferred tax assets:      

Employee benefit provisions  5,032 (172) - 4,860 

Warranty provisions  916 (251) - 665 

Inventory  983 34 - 1,017 

Accrued expenses  528 45 - 573 

FX option premium  544 (33) - 511 

Other  4,223 (1,944) - 2,279 

  12,226 (2,321) - 9,905 

Set off of tax  (10,140) 1,776 - (8,364) 

  2,086 (545) - 1,541 

Deferred tax liabilities:      

Property, plant and equipment  1,316 77 - 1,393 

Capitalised product development  2,864 722 - 3,586 

Other intangible assets  2,982 (31) - 2,951 

Available for sale asset revaluation reserve 19,369 - (19,369) - 

Cash flow hedge reserve  - - 738 738 

  26,531 768 (18,631) 8,668 

Set off of tax  (10,140) 1,776 - (8,364) 

  16,391 2,544 (18,631) 304 

Net deferred tax assets     1,237 

 
 
2011 Opening 

balance 
Acquisition Recognised in 

Income Statement 
Recognised in 

Equity 
Closing balance 

 $'000 $'000 $'000 $'000 $'000 

Deferred tax assets:      

Employee benefit provisions 3,267 2,181 (416) - 5,032 

Warranty provisions 1,012 3 (99) - 916 

Inventory 797 588 (402) - 983 

Accrued expenses 2 206 320 - 528 

FX option premium 1,035 - (491) - 544 

Other 650 2,057 1,516 - 4,223 

              6,763                5,035                    428                  -              12,226 

Set off of tax            (6,315)               (855)               (2,970)                       -            (10,140) 

                 448                4,180               (2,542)                        -                2,086 

Deferred tax liabilities:      

Property, plant and equipment 430 626 260 - 1,316 

Capitalised product development 2,877 - (13) - 2,864 

Other intangible assets 3,004 166 (188) - 2,982 

Available for sale asset revaluation 
reserve 

10,642 - - 8,727 19,369 

Cash flow hedge reserve 1,907 - - (1,907) - 

Other 48 63 (111) - - 

 18,908 855 (52) 6,820 26,531 

Set off of tax (6,315) (855) (2,970) - (10,140) 

 12,593 - (3,022) 6,820 16,391 

Net deferred tax liabilities                (14,305) 
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3. Taxation (continued) 
 2012 2011 

 $'000 $'000 

(c) Deferred tax balances   

Deferred tax assets 1,541 2,086 

Deferred tax liabilities (304) (16,391) 

Net deferred tax assets/(liabilities) 1,237 (14,305) 

Deferred tax assets/liabilities is comprised of the estimated future benefit/liability at the applicable rate.  

 
 2012 2011 

 $'000 $'000 

(d) Unrecognised deferred tax balances   

The following deferred tax assets have not been brought to account as assets:   

Tax losses - capital - 2,435 

(e) Current tax payables 

The current tax payables balance of $12,320,000 includes an amount of $14,290,000 in respect of capital gains arising from 
the sale of an investment (see note 10). This is offset by payments on account in excess of the normal tax liability.  

4. Segment information 

 

Segment reporting is presented in respect of the Consolidated Entity’s business and geographical segments.  The primary 

format business segments is reported based on the way information is reviewed by the Consolidated Entity’s Managing 

Director and other senior management. 

 

Segment results, assets and liabilities include items directly attributable to a segment as well as those that can be allocated 

on a reasonable basis. Unallocated items comprise mainly corporate expenses, interest and tax, corporate borrowings, and, 

deferred tax balances. 

 FOR THE YEAR ENDED 30 JUNE 2012 

 Consumer 
Products 

Automotive 
Products 

 Water 
Products  

 Industrial 
Products  

 Unallocated   Total   

Business segments $'000 $'000 $'000 $'000 $'000 $'000 

       

Total segment revenue (external) 219,164 85,932 99,168 204,811 1,755 610,830 

       

Underlying EBITDA pre acquisition, 
integration and restructuring costs 

39,362 28,127 9,775 12,284 (5,543) 84,005 

Less: Depreciation (2,737) (529) (1,904) (2,933) (6) (8,109) 

Less: Amortisation of intangibles (3,672) - (343) (1,580) - (5,595) 

Underlying EBIT pre acquisition, integration 
and restructuring costs 

32,953 27,598 7,528 7,771 (5,549) 70,301 

Integration and restructuring costs (278) - - (628) (183) (1,089) 

Segment result (EBIT) 32,675 27,598 7,528 7,143 (5,732) 69,212 

Net finance income      54,537 

Profit before income tax      123,749 

Income tax expense       (30,987) 

Profit for the period      92,762 

       

Segment assets 121,912 34,476 86,580 179,664 6,190 428,822 

Segment liabilities 24,690 7,824 12,117 54,462 56,070 155,163 

Segment acquisition of assets 6,763 1,901 2,357 4,424 5 15,450 
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4. Segment information (continued) 

 

 FOR THE YEAR ENDED 30 JUNE 2011 
 

 
 

Consumer 
Products 

Automotive 
Products 

 Water 
Products  

 Industrial 
Products  

 Unallocated   Total   

Business segments $'000 $'000 $'000 $'000 $'000 $'000 

       

Total segment revenue (external) 235,880 82,115 107,299 167,497 3,636 596,427 

       
EBITDA 45,653 26,447 11,488 10,170 (2,834) 90,924 
Less: Depreciation (2,679) (570) (2,120) (2,902) (8) (8,279) 

Less: Amortisation of intangibles (4,127) - (342) (1,101) - (5,570) 

Underlying EBIT pre acquisition, 
integration and restructuring costs 

38,847 25,877 9,026 6,167 (2,842) 77,075 

Acquisition, integration and restructuring 
costs 

- - (880) (8,882) (2,537) (12,299) 

Segment result (EBIT) 38,847 25,877 8,146 (2,715) (5,379) 64,776 

Net finance costs       (8,907) 

Profit before income tax      55,869 

Income tax expense      (16,213) 

Profit for the period      39,656 

       

Segment assets 123,298 33,570 96,584 173,958 73,895 501,305 

Segment liabilities 27,733 11,715 16,042 55,201 132,970 243,661 

Segment acquisition of assets 6,472 444 4,803 64,145 1 75,865 

 
Notes: 

 

Segment result excludes finance costs, interest revenue and income tax expense. 

 

The Consolidated Entity operates primarily in one geographical segment: Australasia. 

 

 

Business segments 

 

The following summary describes the operations in each of the Consolidated Entity’s reportable segments: 

 

Consumer Products (Sunbeam and Oates) 

Small electrical appliances and cleaning products. 

 

Automotive Products (Ryco, Wesfil, Goss) 

Automotive and heavy duty filters for cars, trucks, agricultural and mining equipment, fuel pumps and associated products 

for the automotive after market. 

 

Water Products (Davey) 

Pumps and pressure systems for household and farm water, water transfer pumps, swimming pool products, spa bath 

controllers and pumps and water purification equipment. 

 

Industrial Products (Dexion and Lock Focus) 

Manufacturer and provider of industrial storage and automation solutions plus disc tumbler locks for furniture, doors and safe 

locking systems. 
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6. Cash and cash equivalents 

 
  2012 2011 

  $'000 $'000 

Current    

Cash and cash equivalents   19,247 16,081 

 

7. Trade and other receivables 

 
  2012 2011 

  $'000 $'000 

Current    

Trade receivables (1)  86,171 85,739 

Less: Allowance for doubtful debts (2)  (809) (551) 

Net trade receivables  85,362 85,188 

    

Derivatives - Foreign currency forward contracts, options and collars  2,802 - 

Other financial assets  2,802 - 

  88,164 85,188 

 

(1) The group’s policy is that cash received at the bank on the first day after the month end is included in the cash at bank figure 

and set-off against trade receivables in order to take into account cash in transit. This amounted to $7.1 million at 30 June 

2012.  

(2) An allowance has been made for estimated irrecoverable amounts from the sale of goods and services, determined by a 

specific review of debtors. The movement in the allowance for doubtful debts was recognised in the income statement in the 

current financial year. 

 
  2012 2011 

  $'000 $'000 

Movement in allowance for doubtful debts    

Balance at the beginning of the year  (551) (464) 

Acquisitions  - (76) 

Doubtful debts recognised  (393) (329) 

Amounts written off as uncollectible  135 318 

Balance at the end of the year  (809) (551) 

 

Bad debts were recognised only after it was determined that the debts were no longer collectible either by notification from 

an administrator to the debtor or because the debtor has demonstrated an inability to pay.  Where applicable, insurance 

proceeds have been received to partially mitigate the loss and the net uncollectible amount is reflected above. 

Impaired receivables are those receivables for which a specific doubtful debt provision has been recognised. Receivables 

that are past due but not impaired are those receivables the Directors believe to be fully recoverable and as a result, have 

not recognised any amount in the doubtful debt provision for them.    

 
2012  Gross Impairment Net 

Ageing of trade receivables  $'000 $'000 $'000 

Not past due  60,863 (104) 60,759 

Past due 1 - 60 days  20,934 (246) 20,688 

Past due 61 - 120 days  2,634 (65) 2,569 

Past due 121 - 365 days  1,062 (282) 780 

Past due more than one year  678 (112) 566 

Total trade receivables  86,171 (809) 85,362 
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7. Trade and other receivables (continued) 

 
2011  Gross Impairment Net 

Ageing of trade receivables  $'000 $'000 $'000 

Not past due  65,696 (77) 65,619 

Past due 1 - 60 days  15,640 (169) 15,471 

Past due 61 - 120 days  2,558 (43) 2,515 

Past due 121 - 365 days  1,026 (232) 794 

Past due more than one year  819 (30) 789 

Total trade receivables  85,739 (551) 85,188 

     

Additional information relating to credit risk is included in note 26. 

 

8. Other assets 

 
  2012 2011 

  $'000 $'000 

Current    

Prepayments  3,525 4,902 

Other   5,477 3,000 

  9,002 7,902 

 

9. Inventories 

 
  2012 2011 

  $'000 $'000 

Current    

Raw materials and stores   17,903 18,988 

Work in progress   3,513 4,856 

Finished goods  80,754 79,346 

Total inventory  102,170 103,190 

 
Inventories disclosed above are net of the provision for obsolescence. 
 

10. Other financial assets 

 
 Note 2012 2011 

  $'000 $'000 

Non-current    

Loans receivable - related parties 25 295 564 

Loans receivable - third parties  2,500 - 

Available for sale asset  - 82,749 

Derivatives - Foreign currency forward contracts, options and collars 26 - 11 

  2,795 83,324 

 

On 28 February 2012, GUD Holdings Limited sold its investment in Breville Group Limited at a price of $3.35 per share. A 
pre-tax gain of $63,666,000 was recognised on the sale, which is disclosed separately on the face of the income statement. 
A capital gain tax liability of $14,290,000 net of carried forward capital losses has been accrued in respect of the sale.  
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11. Property, plant and equipment 
 

Aggregate depreciation and amortisation recognised as an expense is disclosed in note 2(c). 
 

  Equipment 
under finance 
lease at cost 

 Plant and 
Equipment at 

cost 

 Total 

 $'000 $'000 $'000 

Gross carrying amount     

Balance at 1 July 2010 3,113 49,161 52,274 

Acquisitions - 19,227 19,227 

Additions - 7,613 7,613 

Disposals  (1,338) (7,330) (8,668) 

Foreign currency movements - (1,436) (1,436) 

Balance at 30 June 2011 1,775 67,235 69,010 

Additions 100 8,423 8,523 

Disposals  - (4,698) (4,698) 

Reclassification (1,268) 1,268 - 

Foreign currency movements - 364 364 

Balance at 30 June 2012 607 72,592 73,199 

    

Accumulated depreciation and amortisation     

Balance at 1 July 2010 (1,540) (32,514) (34,054) 

Depreciation expense (223) (8,056) (8,279) 

Impairment due to restructuring - (1,680) (1,680) 

Disposals  868 5,842 6,710 

Foreign currency movements - 415 415 

Balance at 30 June 2011 (895) (35,993) (36,888) 

Depreciation expense (111) (7,998) (8,109) 

Disposals  - 4,581 4,581 

Reclassification 825 (825) - 

Foreign currency movements - 349 349 

Balance at 30 June 2012 (181) (39,886) (40,067) 

    

Carrying amount    

As at 30 June 2011 880 31,242 32,122 

As at 30 June 2012 426 32,706 33,132 

 

 12. Goodwill 
 

  2012 2011 

  $'000 $'000 

Gross carrying amount     

Balance at the beginning of the year  106,794 43,872 

Acquisitions  - 62,907 

Net foreign currency difference arising on translation of financial statements of 
foreign operations 

 (35) 15 

Balance at the end of the year  106,759 106,794 

 

All intangible assets with indefinite lives (goodwill and brand names), have been allocated for impairment testing purposes to 

cash generating units (or groups of units).  Refer below for the allocation of goodwill and brand names.  The Directors have 

assessed that no impairment charge is required for the year ended 30 June 2012.  Additional information relating to brand 

names is included in note 13. 
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12. Goodwill (continued) 

 
  2012 - $'000 

Allocation of goodwill and brand names Goodwill Brand Names Total Assets with 
Indefinite Lives 

Automotive Products  1,497 1,000 2,497 

Lock Focus  5,300 - 5,300 

Sunbeam  463 24,549 25,012 

Oates   5,166 8,900 14,066 

Water Products group  34,824 3,215 38,039 

Dexion  59,509 11,675 71,184 

  106,759 49,339 156,098 

     

  2011 - $'000 

Allocation of goodwill and brand names  Goodwill Brand Names Total Assets with 
Indefinite Lives 

Automotive Products  1,497 1,000 2,497 

Lock Focus  5,300 - 5,300 

Sunbeam  463 24,492 24,955 

Oates   5,166 8,900 14,066 

Water Products group  34,854 3,215 38,069 

Dexion  59,514 11,633 71,147 

  106,794 49,240 156,034 

 

Each cash generating unit's recoverable amount has been tested on the basis of its value in use.  The value in use 

calculation uses assumptions including cash flow projections based on Board approved budgets for the 2013 year and 

forecasts for a further 4 years which are extrapolated in perpetuity using a long term average growth rate consistent with the 

sectors in which the cash generating units operate.  The values assigned reflect past experience or, if appropriate, are 

consistent with external sources of information.  

 

The cash generating units within the Consumer Products business segment are Sunbeam and Oates.  The pre-tax discount 

rate applied to Sunbeam cash flows was 14.29% (2011: 14.34%).   The pre-tax discount rate applied to Oates cash flows 

was 14.29% (2011: 14.70%).   

 

The Water Products group is both a cash generating unit and a business segment.  The pre-tax discount rate applied to 

cash flows was 14.29% (2011: 14.70%).   

 

The cash generating units within the Industrial Products business segment include Dexion and Lock Focus.  The pre-tax 

discount rate applied to the Lock Focus cash flows was 14.29% (2011: 13.24%). The pre-tax discount rate applied to the 

Dexion cash flows was 14.29% (2011: 14.70%).  

 

The five year cash flow projections are based on the 2013 year budget (2011: based on 2012 budget) and an ongoing 

growth rate of 3% is considered reasonable in light of past performance and is consistent with the sectors in which the cash 

generating units operate. 



GUD Holdings Limited and subsidiaries     
 

 28

13. Other intangible assets 

 
  Product 

Development 
Costs  

 Brand Names, 
Business 

Names, and 
Trademarks  

 Patents, 
Licences and 
Distribution 

Rights  

 Software   Customer 
relationships  

 Total  

Gross carrying amount  $'000 $'000 $'000 $'000 $'000 $'000 

Balance at 1 July 2010 24,580 37,811 4,791 - - 67,182 

Acquisitions - 11,697 - 4,564 1,452 17,713 

Additions from internal 
developments 

4,384 - - - - 4,384 

Additions - - 120 850 - 970 

Disposals (4,723) - - (452) - (5,175) 

Foreign currency movements - (268) 2 (61) - (327) 

Balance at 30 June 2011 24,241 49,240 4,913 4,901 1,452 84,747 

Additions from internal 
developments 

5,809 - - - - 5,809 

Additions - 1 87 1,030 - 1,118 

Disposals (4,856) - (4,325) - - (9,181) 

Foreign currency movements - 98 (1) (1) - 96 

Balance at 30 June 2012 25,194 49,339 674 5,930 1,452 82,589 

       

Accumulated amortisation        

Balance at 1 July 2010 (14,820) - (4,378) - - (19,198) 

Amortisation expense (4,148) - (321) (863) (238) (5,570) 

Disposals  4,152 - (9) 449 - 4,592 

Foreign currency movements - - - 47 - 47 

Balance at 30 June 2011 (14,816) - (4,708) (367) (238) (20,129) 

Amortisation expense (3,854) - (232) (1,220) (289) (5,595) 

Disposals  4,753 - 4,325 - - 9,078 

Foreign currency movements - - 7 67 (5) 69 

Balance at 30 June 2012 (13,917) - (608) (1,520) (532) (16,577) 

       

Carrying amount       

As at 30 June 2011 9,425 49,240 205 4,534 1,214 64,618 

As at 30 June 2012 11,277 49,339 66 4,410 920 66,012 

 

Aggregate amortisation allocated during the year is recognised as an expense and disclosed in note 2(c). 

 

The Consolidated Entity holds a number of brand names that are considered to have an indefinite useful life.   The indefinite 

useful life reflects the Directors' view that these brands are assets that provide ongoing market access advantages for both 

new and existing product sales in the markets that the businesses operate.   The current understanding of the industries and 

markets that the businesses operate in indicates that demand for products will continue in a sustainable manner, that the 

brands could be managed by another management team, that changes in technology are not seen as a major factor 

impacting the brands future value, and, the brands have proven long lives in their respective markets. 

 

Refer to note 12 for details relating to the allocation of brand names to cash generating units and impairment testing of 

assets with indefinite lives. 
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14. Trade and other payables 

 
  2012 2011 

  $'000 $'000 

    

(a) Current    

Accrued expenses  22,267 20,124 

Trade payables (1)  61,166 62,159 

Trade payables and accrued expenses  83,433 82,283 

Derivatives - Foreign currency forward contracts and collars  510 97 
Derivatives - Interest rate swaps at fair value  1,075 328 
Other  - 288 

Trade and other payables  85,018 82,996 

    

(b) Non-current    

Derivatives - Interest rate swaps at fair value  139 426 

Other financial liabilities  139 426 

 
(1) No interest is incurred on trade payables. 
 

15. Borrowings 

 
 Note 2012 2011 

  $'000 $'000 

(a) Current    

Unsecured bank overdrafts  - - 

Unsecured bank loans  6,816 6,396 

Secured finance lease liabilities (1) 24 83 246 

  6,899 6,642 

    

(b) Non-current     

Unsecured bank loans  29,363 111,171 

Secured finance lease liabilities (1) 24 355 338 

  29,718 111,509 

    

(c) Financing facilities    

Total facilities available:    

Unsecured bank overdrafts  8,144 8,858 

Unsecured bank loans  193,290 187,506 

Unsecured money market facilities  15,000 18,000 

  216,434 214,364 

Facilities used at balance date:    

Unsecured bank overdrafts  - - 

Unsecured bank loans  36,179 117,567 

Unsecured money market facilities  - - 

  36,179 117,567 

Facilities not utilised at balance date:      

Unsecured bank overdrafts  8,144 8,858 

Unsecured bank loans  157,111 69,939 

Unsecured money market facilities  15,000 18,000 

  180,255 96,797 

 
(1) Secured by the assets leased (see note 11). 
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15. Borrowings (continued) 

 

Bank overdrafts 

The unsecured bank overdraft facilities are subject to annual review. As part of these facilities, GUD Holdings Limited and all 

of its subsidiaries have entered into a deed of cross guarantee. GUD Holdings Limited has a contingent liability to the extent 

of the bank debt incurred by its controlled entities.  Interest on bank overdrafts is charged at prevailing market rates. The 

weighted average interest rate for all overdrafts as at 30 June 2012 is 6.62% (2011: 8.47%). 
 

Unsecured bank loans 

The main unsecured bank loan is provided by way of a Club Facility arrangement. During the year the Working Capital 

Facility was renewed for 3 years to 31 July 2015. The amount drawn under the Club Facility at 30 June 2012 is repayable on 

maturity of the Core Debt Facility (31 July 2014). The Working Capital Facility and Core Debt Facility are subject to variable 

interest rates. There are also unsecured facilities in Malaysia and China that are renewed annually.  
 

The Club Facility agreement is for a total of $180 million which is subject to review prior to maturity, as follows: 

     Amount   Year ended  

     $ million   30 June  

 Working Capital Facility    80  2016 

 Core Debt Facility    100  2015 

 

Money market facility 

The unsecured money market facilities are payable on demand and may be withdrawn unconditionally. Interest on draw-

downs is charged at prevailing market rates. 

 
16. Provisions 
 

  2012 2011 
  $'000 $'000 

(a) Current    

Employee benefits (1)  12,526 13,720 
Restructuring  930 4,764 
Warranty  2,208 3,083 

  15,664 21,567 
    

(b) Non-current    

Employee benefits (1)  3,666 2,914 
Restructuring  1,435 493 

  5,101 3,407 
 (1) Employee provisions include on-costs. 

 

Employee benefits 

  2012 2011 
  $'000 $'000 
    

Aggregate liability for employee benefits,  including on-costs, recognised and included in the consolidated financial 
statements is as follows: 
Provision for employee benefits    

Current  12,526 13,720 
Non-current  3,666 2,914 
  16,192 16,634 
Accrued wages and salaries *  4,454 5,105 

  20,646 21,739 
 *Accrued wages and salaries are included in accrued expenses in note 14. 
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16. Provisions (continued) 
 

Restructuring provisions 

 
  2012 2011 
  $'000 $'000 

Carrying amount at beginning of year  5,257 - 
Acquisitions  - 1,776 
Provisions recognised  278 6,171 
Payments made during the year  (3,200) (2,638) 
Net foreign currency difference arising on translation of financial statements of foreign 
operations 

30 (52) 

Carrying amount at end of year  2,365 5,257 
 
 
The payments made against the provision for restructuring represents the costs of redundancies and closures of 
manufacturing facilities. The balance represents the present value of the Directors’ best estimate of the costs required to 
complete the restructure.  
 

Warranty provisions 
  2012 2011 
  $'000 $'000 

Carrying amount at beginning of year  3,083 3,271 
Provisions recognised  8,476 10,818 
Payments made during the year  (9,354) (10,971) 
Net foreign currency difference arising on translation of  
financial statements of foreign operations 

               3 (35) 

Carrying amount at end of year  2,208 3,083 
 

The provision for warranty claims represents the present value of the Directors' best estimate of the future sacrifice of 

economic benefits that will be required under the Consolidated Entity's warranty program. The estimate has been made on 

the basis of historical warranty trends and may vary as a result of new materials, altered manufacturing processes or other 

events affecting product quality. 
 

17. Share Capital 

 2012 2012 2011 2011 

 $'000 No. '000 $'000 No. '000 

Fully paid ordinary shares     

70,803,455 fully paid ordinary shares (2011: 69,089,611) 182,324 70,803 170,063 69,090 

     

Balance at the beginning of the year 170,063 69,090 142,229 65,885 

Dividend reinvestment plan 12,261 1,713 12,921 1,386 

Share purchase plan - - 14,913 1,819 

Balance at the end of the year 182,324 70,803 170,063 69,090 
 

During the year 1,713,844 shares were issued by the Consolidated Entity under the ‘dividend reinvestment plan’ which was 

reintroduced by the Consolidated Entity on 28 July 2009. The final dividend in respect of the 2011 financial year paid on 14 

September 2011 resulted in the issue of 1,017,776 new shares and the interim dividend in respect of the 2012 financial year 

paid on 6 March 2012 resulted in the issue of 696,068 new shares. 

 

The Company does not have par value in respect of its issued shares.  

 

Fully paid ordinary shares carry one vote per share and carry the right to dividends. 
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18. Reserves 

 
Foreign currency translation reserve 

Exchange differences relating to the translation of the functional currency of the Consolidated Entity's foreign subsidiaries 

into Australian dollars are brought to account by entries made directly to the foreign currency translation reserve. 

 
Cash flow hedge reserve 

The cash flow hedge reserve comprises the effective portion of the cumulative net change in the fair value of cash flow 

hedging instruments related to underlying hedged transactions that have not yet been recognised, net of tax 

 
Available for sale revaluation reserve 

The available for sale revaluation reserve contains movements in the fair value of the available for sale asset since 

acquisition, net of tax. The asset was sold during the year, therefore there is no balance at the year end.  
 

19. Investment in subsidiaries 

 Country of Percentage 
 incorporation ownership interest 

  2012 2011 

Parent entity    

GUD Holdings Limited (2)  Australia   
Subsidiaries    
Appliance and Homewares International Pty Ltd (1) (3)  Australia 100 100 
Appliance and Homewares International Limited (5) New Zealand - 100 
Darroch Consulting Limited (5) New Zealand - 100 
Davey Pumps Inc USA 100 100 
Davey Water Products Limited (5) New Zealand - 100 
Davey Water Products Pty Ltd (1) (3) Australia 100 100 
Dexion Limited (1) (3) Australia 100 100 
Dexion (Australia) Pty Limited (1) (3) Australia 100 100 
Dexion (New Zealand) Holdings Limited (4) New Zealand - 100 
Dexion (New Zealand) Limited (5) New Zealand - 100 
Dexion (Shanghai) Logistics Equipment Co. Ltd Peoples' Republic of China 100 100 
Dexion Asia Limited Hong Kong 100 100 
Dexion Asia Sdn Bhd Malaysia 100 100 
Dexion Commercial (Australia) Pty Limited (1) (3) Australia 100 100 
Dexion Commercial (New Zealand) Limited (5) New Zealand - 100 
Dexion Integrated Systems Pty Limited (1) (3) Australia 100 100 
ED Oates Pty Ltd (1) (3) Australia 100 100 
Goss Products Pty Ltd (1) (3) Australia 100 100 
GUD (HK) Limited Hong Kong 100 100 
GUD (NZ) Limited (5) New Zealand - 100 
GUD Automotive Pty Ltd (1) (3) Australia 100 100 
GUD Europe Limited United Kingdom 100 100 
GUD NZ Holdings Limited (4) (5) New Zealand 100 100 
Lock Focus Pty Ltd (1) (3) Australia 100 100 
Monarch Pool Systems Pty Ltd  (1) (3) Australia 100 100 
Monarch Pool Systems Europe S.A.S. France 100 100 
Monarch Pool Systems Iberica S.L. Spain 100 100 
Sunbeam Corporation Limited (5) New Zealand - 100 
Sunbeam Corporation Limited (1) (3) Australia 100 100 
Wesfil Australia Pty Ltd (1) (3) Australia 100 100 
 

All overseas subsidiaries except for GUD (HK) Limited, Monarch Pool Systems Europe and Monarch Pool Systems Iberica 

are audited by an associate firm of KPMG Australia. All entities carry on business only in the country of incorporation. 

 
(1) Member of the Australian Tax Consolidated group. 
(2) GUD Holdings Limited is the head entity within the Tax Consolidated group. 
(3) Relieved from the need to prepare audited financial reports under Australian Securities Commission Class Order 98/1418 as party 

to a deed of cross guarantee with GUD Holdings Limited, the ‘closed group’. 
(4) On 20 December 2011, Dexion (New Zealand) Holdings Limited was amalgamated into GUD NZ Holdings Limited. 
(5) On 1 June 2012, all remaining New Zealand subsidiaries resolved to amalgamate into the single corporate form of GUD NZ 

Holdings Limited. Since that date, all the businesses operated under the previous subsidiaries became operational divisions of 
GUD NZ Holdings Limited.  
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19. Investment in subsidiaries (continued) 

 

Set out below are the financial statements for the group entities which form the 'closed group' under the Deed of Cross 

Guarantee: 
 
Income Statement    

  2012 2011 

  $'000 $'000 

Revenue   519,589 521,344 

Net gain on sale of available for sale asset  63,666 - 

Finance costs  (6,860) (6,443) 

Other expenses   (455,983) (458,033) 

Profit before income tax   120,412 56,868 

Income tax expense   (29,981) (16,344) 

Profit for the year  90,431 40,524 

Retained earnings at the beginning of the year  39,595 41,934 

Dividends paid  (45,213) (42,863) 

Retained earnings at the end of the year  84,813 39,595 

 
 
Balance Sheet    

  2012 2011 

  $'000 $'000 

Current assets    

Cash and cash equivalents  14,167 10,312 

Trade and other receivables  67,239 67,120 

Other assets  8,560 9,364 

Inventories  81,999 83,782 

Total current assets  171,965 170,578 

Non-current assets    

Other financial assets  34,865 115,049 

Property, plant and equipment  25,452 24,753 

Goodwill  75,651 75,656 

Other intangible assets  57,954 56,899 

Total non-current assets  193,922 272,357 

Total assets  365,887 442,935 

Current liabilities    

Trade and other payables  64,217 65,559 

Borrowings  484 391 

Current tax payables  13,053 1,318 

Provisions  14,101 18,515 

Total current liabilities  91,855 85,783 

Non-current liabilities    

Borrowings  355 82,867 

Other financial liabilities  - 101 

Deferred tax liabilities  196 16,419 

Provisions  4,667 2,914 

Total non-current liabilities  5,218 102,301 

Total liabilities  97,073 188,084 

Net assets  268,814 254,851 

Share Capital  182,324 170,063 

Reserves  1,677 45,193 

Retained earnings  84,813 39,595 

Total equity  268,814 254,851 
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22. Auditors' remuneration 

 
  2012 2011 

Audit and review services:    

The auditor of GUD Holdings Limited     

- audit and review of financial reports  571,355 522,000 

Other auditors:    

- audit and review of financial reports  12,104 2,479 

  583,459 524,479 

    

Other services:    

The auditor of GUD Holdings Limited     

 - in relation to other assurance, taxation and due diligence services  355,390 228,125 

  355,390 228,125 

  
 

23. Notes to the statement of cash flows 

 
 2012 2011 

 $'000 $'000 

   

Reconciliation of profit after income tax to net cash provided by operating activities   

Profit after income tax 92,762 39,656 

Depreciation and amortisation 13,704 13,849 

Impairment of fixed asset due to restructuring - 1,680 

Interest received (413) (440) 

Interest paid 9,542 9,347 

Dividends received from listed security investment (1,756) (3,636) 

Net gain on sale of available for sale asset (63,666) - 

Loss on sale of property, plant and equipment (2) 1,947 

Changes in working capital assets and liabilities:   

Increase (decrease) in net tax liability 14,686 (8,975) 

(Increase) decrease in inventories 1,020 (478) 

(Increase) decrease in receivables (174) 4,657 

(Increase) in other assets (1,100) 1,597 

Increase (decrease) in provisions (4,209) 10,898 

Increase (decrease) in payables and derivatives (3,502) (2,305) 

Net cash provided by/(used in) operating activities 56,892 67,797 
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24. Commitments for expenditure 

 
    2012 2011 

    $'000 $'000 

Capital expenditure commitments      

Plant & equipment      

Contracted but not provided for and payable:      

Within 1 year    305 531 

Between 1 and 5 years    - - 

Later than 5 years    - - 

    305 531 

      

  2012 2012 2011 2011 

  $'000 $'000 $'000 $'000 

   Buildings  Other  Buildings  Other 

Non-cancellable operating lease expense commitments      
Future operating lease commitments not provided for in the consolidated financial 
statements and payable: 

   

Within 1 year  13,180 2,812 13,522 3,188 

Between 1 and 5 years  27,576 3,500 28,925 3,898 

Later than 5 years  3,992 - 589 - 

  44,748 6,312 43,036 7,086 

 
 

 Note   2012 2011 

    $'000 $'000 
Finance lease payment commitments      

Plant & equipment      

Minimum future lease payments:      

Within 1 year    110 283 

Between 1 and 5 years    365 375 

Later than 5 years    - - 

Total finance lease commitment    475 658 

Less: Future finance lease charges    (37) (74) 

Finance lease liability    438 584 

      

Present value of minimum future lease payments:      
Within 1 year    83 246 

Between 1 and 5 years    355 338 

Later than 5 years    - - 

    438 584 

      

Lease liabilities provided for in the consolidated financial 
statements: 

     

Current 15(a)   83 246 

Non-current 15(b)   355 338 

Total lease liability    438 584 
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24. Commitments for expenditure (continued) 

 

The Consolidated Entity leases a number of premises throughout Australia and New Zealand. The rental period of each 

individual lease agreement varies between one and ten years with renewal options ranging from one to five years.  The 

majority of lease agreements are subject to rental adjustments in line with movements in the Consumer Price Index or 

market rentals. The leases do not include an option to purchase the leased assets at the expiry of the lease period.  The 

Consolidated Entity leases the majority of its motor vehicles from external suppliers over a lease period of up to four years 

with monthly payments. At the end of the lease period there are a number of options available with respect to the motor 

vehicles, none of which include penalty charges. 

 

The Consolidated Entity leases production plant and equipment under finance leases expiring from three to five years.  At 

the end of the lease term, the Consolidated Entity has the option to purchase the equipment at the agreed residual amount 

or renegotiate an extension to the finance lease. 
 

25. Related parties 

 

Directors 

Details of Directors' compensation is disclosed in note 21 and the Remuneration Report. 

 

Loan to Director 

In April 2008, the Consolidated Entity entered into an agreement with the Managing Director, Mr I.A. Campbell, to provide an 

unsecured loan of $564,000 repayable in the event that his employment ceases. The interest rate applicable to the loan is 

the Consolidated Entity’s cost of funds plus a margin of 0.25%  which is considered to be on arm’s length terms, hence no 

compensation value has been attributed to the loan.  Mr I.A. Campbell has undertaken not to dispose of 130,000 GUD 

Holdings Limited shares held in his name while the loan remains outstanding. As at the reporting date, all interest charged 

on the loan during the year has been paid. 

 

 
 Note 2012 2011 

  $'000 $'000 

Opening loan balance  564 564 

Loan repaid  (269) - 

Closing loan balance 10 295 564 

    

Interest paid during the period  29 38 

 

Transactions with entities in the wholly-owned Group 

GUD Holdings Limited is the ultimate parent entity in the wholly-owned group comprising the Company and its wholly-owned 

subsidiaries, as disclosed in note 19. 

 

Entities in the wholly-owned group advanced and repaid loans, paid and received dividends, provided marketing, product 

sourcing, accounting and administrative assistance and sold and purchased goods to other group companies during the 

current and previous financial years. 

 

The Consolidated Entity's policy is that these transactions are on commercial terms and conditions with the exception of 

loans between Australian entities which are not interest bearing.  Loans between entities in the wholly-owned group are 

repayable at call. 

 

Other related party transactions with entities in the wholly-owned Group 

Wesfil Australia Pty Ltd leases its Sydney premises from an entity related to a Director of Wesfil Australia Pty Ltd. Net rental 

expense was $377,000 excluding GST (2011: $407,000 including GST).  The Consolidated Entity's policy is that related 

party lease arrangements are undertaken with commercial terms and conditions. 
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26. Financial instruments and financial risk management 

 

(a) Overview 

The Consolidated Entity has exposure to the following risks from their financial instruments: 

• credit risk 

• liquidity risk 

• market risk 

 

This note provides additional information about the Consolidated Entity’s exposures to the above risks, its objectives, 

policies and processes for measuring and managing the identified risk.  It also outlines the objectives and approach to 

capital management.  

 

(b) Financial risk management objectives 

The Consolidated Entity's Corporate Treasury function provides services to the business, co-ordinates access to domestic 

and international markets, and manages the financial risks relating to the operations of the Consolidated Entity. 

 

The Consolidated Entity does not enter into or trade in financial instruments, including derivative financial instruments, for 

speculative purposes. 

 

The use of financial derivatives is governed by the Consolidated Entity's policies approved by the Board of Directors, which 

provide written principles on the use of financial derivatives. Compliance with policies and exposure limits is reviewed by the 

Financial Risk Management Committee chaired by the Chief Financial Officer.  Each month the Chief Financial Officer 

provides the Board of Directors with a report outlining financial exposures, hedging levels, and, financial risk management 

policy compliance.    

 

The Consolidated Entity's activities expose it primarily to the financial risks associated with changes in foreign currency 

exchange rates and interest rates.  The carrying value of financial assets and financial liabilities recognised in the accounts 

approximate their fair value with the exception of borrowings which are recorded at their amortised cost. 

 

There has not been any change to the objectives, policies and processes for managing risk during the current year. 

 

(c) Credit risk  

Credit risk refers to the risk that a financial loss may be experienced by the Consolidated Entity if a customer or counterparty 

to a financial instrument fails to meet its contractual obligations.  The Consolidated Entity’s risk is primarily in relation to 

receivables from customers and hedging transactions with third party counterparties. 

 

Trade and other receivables: 

The Consolidated Entity’s exposure to credit risk is characterised by the following:   

• the majority of customer sales transactions are domestic in nature,  

• trade receivables are non interest bearing and domestic trade receivables are generally on 30 to 60 day terms, 

• the Consolidated Entity as a whole is not exposed in a material way to any single customer however there are 

significant customers with individual businesses in the retail, hardware and automotive aftermarket sectors,  

• new customers are subjected to credit assessment by the specific business within the Consolidated Entity that they 

wish to transact with and are allocated credit limits which are managed according to the needs of the customer and 

the risk assessment of the relevant business, 

• most businesses within the Consolidated Entity maintain credit insurance to lessen the credit risk, 

• ageing of customer receivables is reviewed in detail each month by businesses within the Consolidated Entity and 

by the Company in an oversight capacity. 
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26. Financial instruments and financial risk management (continued) 
 

In order to manage credit risk, goods are sold subject to retention of title clauses and where considered appropriate 

registered under the Personal Properties Securities Act, so that in the event of non-payment, the Consolidated Entity may 

have a secured claim.  The Consolidated Entity maintains a provision account, described in the consolidated financial 

statements as an allowance for doubtful debts, which represents the estimated value of specific trade receivables that may 

not be recovered. A general provision for doubtful debts is not maintained.  Uncollectible trade receivables are charged to 

the allowance for doubtful debts account.  Identified bad debts are submitted to the Board of Directors for approval for write 

off in December and June of each year.   

 

The maximum exposure to credit risk is the sum of cash and cash equivalents disclosed in note 6, the total value of trade 

debtors and other receivables disclosed in note 7 and other financial assets disclosed in note 10.   The majority of credit risk 

is within Australia and New Zealand.  A material exposure arises from forward exchange contracts, options and collars that 

are subject to credit risk in relation to the relevant counterparties. The maximum credit risk exposure on foreign currency 

contracts, options and collars is the full amount of the foreign currency the Consolidated Entity pays when settlement occurs 

should the counterparty fail to pay the amount which it is committed to pay the Consolidated Entity. To address this risk the 

Consolidated Entity restricts its dealings to financial institutions with appropriate credit ratings.  

 

(d) Liquidity risk  

Liquidity risk refers to the risk that the Consolidated Entity will not be able to meet its financial obligations as they fall due.  

The Consolidated Entity undertakes the following activities to ensure that there will be sufficient funds available to meet 

obligations: 

• prepare budgeted annual and monthly cash flows, 

• measurement of actual cash flows of the Consolidated Entity on a daily basis with comparison to budget on a 

monthly basis, 

• maintenance of standby money market facilities, and 

• maintenance of a committed borrowing facility in excess of budgeted usage levels. 

 

The contractual maturities of financial liabilities including estimated interest payments on bank loans are as follows: 

 
 Carrying 

amount 
Contractual 
cash flows 

Less than 1 
year 

1 to 2 years 2 to 5 years 

2012 $'000 $'000 $'000 $'000 $'000 

Financial liabilities      

Trade and other payables 85,157 85,157 85,018 139 - 

Unsecured bank loans 36,179 42,628 9,973 2,439 30,216 

Secured finance lease liabilities 438 438 83 355 - 

 121,774 128,223 95,074 2,933 30,216 

 
 Carrying 

amount 
Contractual 
cash flows 

Less than 1 
year 

1 to 2 years 2 to 5 years 

2011 $'000 $'000 $'000 $'000 $'000 

Financial liabilities      

Trade and other payables 83,422 83,422 82,996 426 - 

Unsecured bank loans 117,567 138,949 15,616 38,754 84,579 

Secured finance lease liabilities 584 584 246 338 - 

 201,573 222,955 98,858 39,518 84,579 
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(e) Market risk  

Market risk for the Consolidated Entity refers to the risk that changes in foreign exchange rates or interest rates will affect 

the Consolidated Entity’s income or equity value. 

 

The Consolidated Entity enters into a variety of derivative financial instruments to manage its exposure to interest rates and 

foreign currency risk, including: 

- forward foreign exchange contracts, options and collars to hedge the exchange risk arising from the importation 

and sale of goods purchased in foreign currency (principally US dollars); and 

- interest rate swaps, options and collars to partially mitigate the risk of rising interest rates. 

 

At 30 June 2012, the Consolidated Entity is exposed to $8,736,000 (2011: $11,478,000) of US$ denominated net liabilities.  

 

Foreign exchange risk management: 

 

The Consolidated Entity undertakes transactions denominated in foreign currencies, hence exposures to exchange rate 

fluctuations arise.  Exchange rate exposures are managed within approved policy parameters utilising forward foreign 

exchange contracts, options and collars.  The Board of Directors reviews the Consolidated Entity’s foreign currency 

exposure on a monthly basis.  The process includes a review of a rolling 12 month estimate of foreign currency exposure, an 

analysis of financial instruments contracted, an analysis of positions in relation to policy compliance and an analysis of the 

Consolidated Entity’s sensitivity to movements in the exchange rates on an annualised basis.   

 

Forward foreign exchange contracts provide certainty as specific rates are agreed at the time the contract is agreed.  

Purchased foreign currency options require a premium to be paid and provide a minimum (or maximum) rate at which the 

entity transacting will purchase (or sell) foreign currency.   Foreign currency collars, being a combination of bought call and 

sold put options, provide the transacting entity with a minimum rate of exchange (call) and a maximum rate of exchange 

(put).  The Consolidated Entity’s policy is to enter into forward foreign exchange contracts, options and collars to cover 

specific and anticipated purchases, specific and anticipated sales and committed capital expenditure, principally in US 

dollars.  The terms of the Consolidated Entity's commitments are rarely more than one year.   At the reporting date financial 

instruments are recognised at their fair value, which are determined with reference to third party confirmations of financial 

instruments outstanding at the reporting date and are based on exit values. 

 

Foreign currency risk management analysis: 

 

Forward foreign exchange contracts 

 

The following table summarises the forward foreign currency contracts outstanding as at the reporting date: 

 
   Average Exchange 

Rate  
Foreign Currency  Contract Value   Fair 

Value  
 

 2012 2011 2012 2011 2012 2011 2012 2011 

   FC'000 FC'000 $'000 $'000 $'000 $'000 

Buy United States Dollars 1.0178 1.0077 (3,413) (1,443) (3,069) (1,197) (305) (155) 

Buy European Euro 0.7671 0.7201 3,342 2,286 4,357 3,175 (179) (44) 

Buy Australian Dollars (NZ 
entities) 

0.7799 0.7484 3,689 2,299 3,704 2,327 (26) (40) 

     4,992 4,305 (510) (239) 

 

Foreign currency options and collars 

 

The following table summarises the foreign currency call options outstanding as at the reporting date. There were no foreign 

currency collars outstanding at the reporting date.  
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26. Financial instruments and financial risk management (continued) 
 

  Call Option Rate  Foreign Currency  Contract Value   Fair Value  

 2012 2011 2012 2011 2012 2011 2012 2011 

   FC'000 FC'000 $'000 $'000 $'000 $'000 

Buy United States Dollars 1.0648 0.9846 58,939 49,220 55,354 48,260 2,802 - 

     55,354 48,260 2,802 - 

 
* The Contract Value is the nominal value of the foreign exchange contracts. The Fair Value is the mark-to-market of these 
contracts at the reporting date.  

The cash flows associated with the foreign exchange contracts and options held at 30 June 2012 are expected to occur 

within 12 months of the reporting date. 

The following table summarises the sensitivity of the Consolidated Entity to movements in the value of the Australian dollar 

compared to the United States dollar, the principal currency that the Consolidated Entity has an exposure to.  The table 

includes the type of sensitivity analysis that is used when reporting to key management personnel.  The movement of one 

cent in the value of the Australian dollar is used for the purposes of sensitivity analysis because it allows the reader to easily 

project the effect of multiples of that amount.  An appreciation in the Australian dollar would be positive to the Consolidated 

Entity as United States dollars are required to be purchased with Australian dollars to pay for goods sourced from overseas, 

whereas a depreciation in value is negative as it has the effect of making purchases more expensive in Australian dollar 

terms.   It is important to note that this foreign currency sensitivity analysis assumes that all other economic variables remain 

constant.  The calculations are based on expected exposures for the 12 months from the reporting date and do not take into 

account the offsetting impact of any hedging in place.   

 
Sensitivity Analysis - foreign exchange AUD/USD  2012 2011 

  $'000 $'000 

For every 1c decrease in AUD:USD rate, total exposures increase by:    

Income statement  35 29 

Equity  (929) (717) 

 

Interest rate risk management: 

 

The Consolidated Entity is exposed to interest rate risk as it borrows funds at variable interest rates.  The risk is managed by 

maintaining an appropriate mix between fixed and floating interest rates through the use of interest rate derivatives, swap 

contracts, options and forward interest rate swap contracts.   

 

The Consolidated Entity, from time to time, enters into interest rate swaps and options, with expiration terms ranging out to 

three years, to protect part of the loans from exposure to increasing interest rates. Interest rate swaps allow the 

Consolidated Entity to swap floating rate borrowings into fixed rates. Maturities of swap contracts are principally between 

one and three years.  The Consolidated Entity determines the level of hedging required each year based on an estimate of 

the underlying core debt which is represented by forecast June debt levels.  The core debt level is hedged to levels ranging 

from a maximum of 80% in year one to a minimum of 20% in year three. The hedging of the core debt level is reviewed 

monthly by the Financial Risk Management committee. 

 

Under interest rate swap contracts, the Consolidated Entity agrees to exchange the difference between fixed and floating 

rate interest amounts calculated on agreed notional principal amounts.  These contracts enable the Consolidated Entity to 

partially mitigate the risk of changing interest rates.  The fair value of interest rate swaps are based on counterparty exit 

values at the reporting date.   

 

The following table summarises the sensitivity of the Consolidated Entity as at the reporting date to movements in interest 

rates and does not take into account the offsetting impact of any hedging in place.  It is important to note that this interest 

rate sensitivity analysis assumes that all other economic variables remain constant. The information presented includes the 

type of sensitivity analysis used when reporting to key management personnel.  The table illustrates the impact of a change 

in rates of 100 basis points, a level that management believes to be a reasonably possible movement.   
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26. Financial instruments and financial risk management (continued) 

 
Sensitivity Analysis - interest rates  2012 2011 

  $'000 $'000 

For every 100 basis points increase in interest rates:    

Income statement  (119) (712) 

Equity  - - 

  

The following table details the notional principal amounts and remaining terms of interest rate swap and option contracts 

outstanding at the reporting date.  

 
 Average contracted Notional principal  Fair value 

 fixed interest rate amount   

Outstanding floating for fixed contracts  2012 2011 2012 2011 2012 2011 

   $'000 $'000 $'000 $'000 

       

Less than 1 year 4.78% 4.98% 63,994 61,874      (1,075)            (328) 

1 to 2 years 4.46% 5.19% 1,305 38,774        (139)            (426) 

2 to 5 years -  4.46% -            1,287             -                    - 

    65,299        101,935      (1,214)            (754) 

 

(f) Capital management 

 

The Board’s policy is to maintain a strong capital base of the Consolidated Entity.  This policy is predicated on the need to 

be able to continue to favourably present the Consolidated Entity to various stakeholders including investors, employees, 

banks, suppliers and customers.  This enables the Consolidated Entity to be able to access capital markets, attract talented 

staff and negotiate favourable terms and conditions with suppliers and customers.  Capital is defined as total debt and equity 

of the Consolidated Entity.   

 

The Consolidated Entity uses a Cash Value Added (CVA) approach to measuring returns achieved by each business.  This 

approach involves comparing the cash profit achieved to the cost of the capital utilised by each business.  This cost of 

capital represents a weighted average cost of debt and equity and allows a single measure to assess business performance.    

The Consolidated Entity has consistently achieved CVA returns in excess of its weighted average cost of capital resulting in 

positive shareholder returns. 

 

The Consolidated Entity is not subject to any externally imposed capital requirements.  The terms and the conditions of the 

bank bill facility contain two financial covenants: minimum interest cover and maximum debt to earnings.   Both covenants 

have been satisfied during the 2011 and 2012 financial years. 

 

There were no changes to the Consolidated Entity’s approach to capital management during the year. 

 

(g) Fair value hierarchy 

 

The table below analyses financial instruments carried at fair value, by valuation method. The different levels have been 

defined as follows: 

 

Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities 

Level 2: inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either directly 

(i.e. as prices) or indirectly (i.e. derived from prices) 

Level 3: inputs for the asset or liability that are not based on observable market data (unobservable inputs). 
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26. Financial instruments and financial risk management (continued) 

 
For the year ended 30 June 2012   Level 1 Level 2 Level 3 Total 

   $'000 $'000 $'000 $'000 

Derivatives - Foreign currency forward contracts, 
options and collars 

  - 2,292 - 2,292 

Derivatives - Interest rate swaps at fair value   - (1,214) - (1,214) 

   - 1,078 - 1,078 

 
For the year ended 30 June 2011   Level 1 Level 2 Level 3 Total 

   $’000 $’000 $’000 $’000 

Available for sale asset   82,749 - - 82,749 

Derivatives - Foreign currency forward contracts, 
options and collars 

  - (86) - (86) 

Derivatives - Interest rate swaps at fair value   - (754) - (754) 

   82,749 (840) - 81,909 

 

There have been no transfers between the fair value hierarchy levels from the prior year to current year.  

 

27. Earnings per share 

 
    2012 2011 
    $'000 $'000 

Profit for the period    92,762 39,656 
Less: gain on sale of investment    (63,666) - 
Add back: acquisition, integration and restructuring costs   1,089 12,299 
Tax effect on above items    13,963 (2,986) 
Underlying profit for the period    44,148 48,969 

      

    Number Number 
Weighted average number of  shares used as the denominator for basic and diluted 
earnings per share - ordinary shares 

70,141,088 68,300,240 

      
Earnings per share:    Cents per 

share 
Cents per share 

Basic earnings per share     132.3 58.1 
Diluted earnings per share     132.3 58.1 

      
Underlying earnings per share:    Cents per 

share 
Cents per share 

Basic underlying earnings per share     62.9 71.7 
Diluted underlying earnings per 
share  

   62.9 71.7 

 

28. Contingent liabilities 

 

The Consolidated Entity had no material contingent liabilities at 30 June 2012 (2011: Nil).  
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29. Parent entity disclosures 
 

As at and throughout the financial year ending 30 June 2012 the parent company of the Consolidated Entity was GUD 

Holdings Limited.  
 

  GUD Holdings Limited 
  2012 2011 
  $'000 $'000 

    

Results of the parent entity    

    
Profit for the period  88,760 49,575 
Other comprehensive income  (45,194) 20,359 

Total comprehensive income for the period  43,566 69,934 

    

Financial position of the parent entity at the year end    

    
Current assets  22,702 22,224 
Total assets  295,394 377,026 

    
Current liabilities  22,254 12,805 
Total liabilities  22,278 114,524 

    

Net assets  273,116 262,502 

    
Total equity of the parent entity comprising of:    
Share capital  182,324 170,063 
Available for sale asset revaluation reserve  - 45,194 
Retained earnings  90,792 47,245 

Total equity  273,116 262,502 

 
Parent entity contingencies  GUD Holdings Limited 

  2012 2011 
  $'000 $'000 

Contingent liabilities  74,795 73,560 

 

The parent entity is party to two guarantees relating to subsidiaries.  The bank borrowing facility described in note 15 

requires the parent entity to guarantee the bank borrowings of GUD NZ Holdings Limited which in turn guarantees the 

obligations of the parent entity, ie a cross guarantee.  No liability is recognised by the parent entity as GUD NZ Holdings 

Limited is expected to be able to meet its debts as they fall due. 

 

The parent entity is also party to a deed of cross guarantee as described in note 19.  There is no expectation of a liability to 

the parent entity as a result of this guarantee. 

 

As a result of the above assessments, the fair value has been deemed to be nil and no liability has been recorded. 

Capital commitments 

The parent entity does not have any capital commitments for the year ending 30 June 2012 (2011: nil).   

 

30. Acquisitions 

Acquisition of Monarch Pool Systems Europe and Monarch Pool Systems Iberica 

 

In the prior year, the Consolidated Entity acquired Monarch Pool Systems Europe and Monarch Pool Systems Iberica for a 

cash consideration of $7.6 million plus acquisition costs of $0.2 million. The cash consideration includes a subsequent 

payment of $0.4 million in respect of the increased book value of net assets acquired. During the current year the acquisition 

accounting was finalised with no adjustment to the fair value of assets acquired and goodwill.  
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31. Subsequent events 

 

Dividends declared 

On 26 July 2012, the Board of Directors declared a fully franked dividend of 35 cents per ordinary share which was the final 

dividend for the 2012 financial year.  The record date is 20 August 2012 and the dividend will be paid on 3 September 2012.  

 

On 26 July 2012, the Board of Directors also declared a fully franked special cash dividend of 35 cents per ordinary share. 

The record date is 7 August 2012 and the dividend will be paid on 16 August 2012.  

 

Other 

Other than the matters outlined above, no matters or circumstances have arisen since the end of the financial year that have 

significantly affected or may significantly affect the operating results or state of affairs of the Consolidated Entity.  


































