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Strategic Direction

GUD Holdings is the owner of Australasia’s
premier portfolio of consumer and
industrial brands. These include Sunbeam,
Australia’s leading small appliance brand;
Davey, a leader in the water products
sector; Ryco and Wesfil in the automotive
aftermarket; Oates, the brand of choice for
professional cleaners and, increasingly,
Australian householders; and Lock Focus.

The Company’s principal skills are in
brand management, product design and
sourcing and supply chain optimisation.

GUD is a group of businesses focused
on creating products to meet local market
needs and sourcing these products

from quality-endorsed, cost competitive
manufacturers around the world.

The Group maintains manufacturing
capability in the Water and Security
Products businesses, complementing
products sourced offshore.

GUD strongly believes in the
importance of its brands’ standing with
consumers. It is brands that provide
the underpinning for sustained financial
success. To support improvement in
brand health, GUD greatly values new
product development and innovation.

The Group’s principal objectives are

to produce long-term shareholder returns
above the cost of capital and to maximise
the value of the brand portfolio.

SIGNIFICANT RESULTS/ACTIVITIES

08/09

Sales remained flat
compared with prior year,

on a continuing business
basis, in spite of the
negative impact on consumer
confidence emanating from
the global financial turmoil.

On a continuing business
basis, EBIT declined 4%
reflecting the higher cost

of sourced product due to
the rapid depreciation of the
Australian dollar in 2008.

The Oates cleaning
products business delivered
a much improved financial
performance following the
massive restructure of this
business in the 2007/08 year.

The global financial situation
necessitated management
action to bolster profitability
on three fronts - price
increases across all brands,
product cost reductions
and overhead trimming.

Reported net profit after
tax dipped 7%, reflecting
the strong contribution
from Victa in the prior
financial year. Victa was
sold on 30 June 2008.

GUD acquired a 19.4%
shareholding in Breville
Group Limited on

29 May 20009.
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The Chairman and Managing Director’s Review

Following the record operating result achieved
in the 2007/08 financial year, the, GUD group
posted a solid performance in 2008/09. This
was despite the obstacles that were placed in
front of all businesses due to the global financial
system experiencing substantial turmoil in the
first six months of the year.

Having sold Victa on 30 June 2008, GUD
did not benefit from any profit contribution
from this business in 2008/09.

Clive Hall Chairman lan Campbell Managing Director




On a continuing operations basis,
the Group’s performance can
be summarised as follows:

1. Steady sales — at $468.3 million.
This result was achieved despite
a sizeable reduction in demand for
pool and spa products impacting
on the Water Products business
and a slowing of economic activity,
resulting in customers of the Security
Products business de-stocking
and hence ordering less.

These declines were offset by
growth in Consumer Products,
especially in the Oates cleaning
products business, and in Ryco and
Wesfil in the Automotive segment.

2. Underlying net profit after tax
(excluding Victa and restructuring
costs) declined 1% to $37.4 million.
This was a solid performance in
light of the swings in consumer
sentiment experienced during the
year, the huge fluctuations in the
value of the Australian dollar and
the weakening economies
of Australia and New Zealand.

3. Reported net profit after tax
declined 7% on the prior year
to $34.8 million. The 2007/08
year included an operating profit
contribution from Victa and a small
profit on sale of the business.

4. A cost of $2.6 million after tax was
incurred in the first half relating
to a restructure of the Company’s
interest rate hedging activities.
This was done to take advantage
of rapidly declining interest rates
and its impact is evident in the
decline in net finance expenses
from $9.3 million in 2007/08 to
$7.7 million in 2008/09.

5. A continuing strong balance sheet
position, underpinned by strong
operating cash flow at $57.9
million. Interest cover remains
solid at 7.9 times — up from 6.7
times previously while net debt
edged up 5% to $90.6 million.
A Share Purchase Plan was
implemented during the second
half of the year and this netted
$14.1 million in proceeds.

There is no doubt that the 2008/09
year was exceptional in relation to the
operational and financial obstacles
that confronted not just GUD’s
businesses, but all similar businesses.

The unexpected nature of the speed
and degree of the changes that came
about as a result of the financial

crisis created the most management
challenges. The effect of the events
manifested on GUD’s businesses

in a number of ways, but especially
through declining consumer
confidence and a depreciating
Australian dollar.

The latter impact provided unique
management reaction as the currency,
after appreciating to near parity with
the US dollar, rapidly declined to near
US60 cents. In Australian dollar terms
the cost of purchasing one US dollar
rose from A$1.06 in July 2008 to
A$1.55 in February 2009 — an
increase of 46% over an eight month
period. As GUD’s businesses import
the majority of the final products sold,
this cost impost was significant

and required swift action to ensure
profitability was protected.

Across the Group the reaction
embodied three elements — price
increases across all brands, product

Share Price Performance GUD Holdings ($A)

July 2005 - June 2009
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cost reductions on the basis of
declining commodity prices and
overhead cost trimming. On the
whole these actions have protected
profitability, while the Australian
dollar has returned to more
favourable levels (from an importer’s
perspective) at around US80 cents.

GUD'’s revenue was essentially static
over these 12 months of tumult and
this reflected the role of strong,
market leading brands in providing
a degree of revenue certainty in times
when markets are in disarray. In
uncertain times, consumers want
some surety from the products they
are purchasing, and leading brands
provide a level of comfort and offer
less risk. Consumers know that
leading brands are supported by the
businesses behind the brands and,
therefore, the choice of a leading
brand is a less risky option.

GUD operates a stable of
Australasia’s leading consumer

and industrial brands — Sunbeam,
Oates, Ryco, Wesfil, Davey and Lock
Focus — and through this uncertain
trading period GUD’s brands have
maintained their market position.
There is no evidence that consumers
have switched to cheaper no-name
housebrand products and

this indicates the power of the

brand portfolio.

The 2008/09 year was also one

in which no business restructuring
activity occurred. It was a year

of consolidation and one in which
the benefits of the prior year’s
reorganisation of the Oates business
became evident in that operation’s
financial performance.
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Management

The management teams at most

GUD businesses have been stable

for some years, but 2008/09 saw

the commencement of changes that
should position each affected business
well for the future.

The most significant changes were:

— the appointment of David Jackson
as Chief Executive of the Sunbeam
Australian business, effective
in August 2008,

— the appointment of Geoff Charnley
as Chief Executive of Lock Focus,
GUD's Security Products business,
in April 2009, and

— the retirement in August 2009 of
David Cleland, after over 14 years
heading the Water Products
business, and the consequent
appointment of Carsten Andersen
as David’s successor.

These changes signify a need for
renewal in each business and the need
for different skill sets for altered market
conditions and trading environments.
They are a positive initiative for each

of the businesses concerned.

Breville Investment

In May 2009, GUD announced that
it had acquired a 19.4% shareholding
in the Breville Group Limited.

The chance to acquire this stake
arose opportunistically and GUD
purchased the shares as a long-term
strategic investment. The shareholding
was funded from existing cash
reserves and cost A$18.2 million

at 72 cents per share.

At current Breville Group dividend
levels, this investment is expected
to be self funding.

The Breville Group is an Australian
public company that operates in
the small appliances market. It sells
products under a number of brands,
including Breville and Kambrook,

in Australia, New Zealand and North
America. It has a business model
very similar to that of Sunbeam and
competes with Sunbeam across
most product categories in the
small appliances market.

People, Health and Safety

At 30 June 2009, the GUD Group
employed 925 people, compared
with 1,119 last year, which included
the Victa business.

GUD is two years into a three-year
plan to significantly reduce lost

time injuries. Whilst a substantial
improvement was achieved in the first
year of that plan, the 2008/09 financial
year result was less successful.

Continued commitment to, and focus
on, safety awareness and responsibility
has led to an improvement in overall
workplace safety. The number

of workplace injuries has halved.

However, the expected decline in

lost time injury rate has not occurred
due, principally, to soft tissue injuries
experienced in an ageing workforce.
Management is refocusing its attention
on the causes of injuries and expects
a reduction in the number of injuries

in the current year.

It is notable that some businesses, in
particular Sunbeam, GUD Automotive
and Lock Focus, have been very
successful in their safety endeavours,
and all exceed two years lost time
injury free.

The efforts of all employees for their
commitment to an improved safety
culture is acknowledged.

Future Direction

GUD'’s future prosperity depends on
successful management of its unique
portfolio of brands; brands are the
underpinning of future revenue streams
and gross profit margins and hence,
the Group’s profit growth.

Effective brand management
encompasses the Company-wide
activities that remain at the core of
GUD'’s direction. These activities are:

— An innovation culture, concentrating
on new products, processes and
technologies. New products will drive
revenue growth and, when coupled
with the strength of GUD’s brands,
should ensure margin protection.

— Ensuring each business remains
cost competitive in its industry. This
requires active management of make
versus buy economics and actively
seeking new, more cost effective,
quality-endorsed suppliers.

Cost competitiveness ensures the
continued ability of GUD’s brands
to retain their relative price positions
and to generate adequate profit
margins in the face of increasingly
competitive market conditions.

In addition, GUD is committed to
further growth in profit performance from
acquisitions. The Group’s continued
balance sheet strength allows new
lines of business or complementary
acquisitions to be effected.

Finally, GUD remains focused on
applying the disciplines of continued
tight cost controls, consistent application
of cash value added principles and
strong balance sheet management.

The Board and Management believe
that superior shareholder returns will
be generated through a combination
of applying these essentials
consistently over the long term.
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Automotive Products: The Automotive
Products business, comprising Ryco,
Wesfil and Goss, reported a strong

10% sales growth in 2008/09 and

a slight reduction of 1% in EBIT,

when compared with the prior year.

Wesfil
Cartridge air filters

AUTOMOTIVE PRODUCTS DIVISION

Performance 2009 2008
Summary $°000 $°000
Sales 78,421 71,485
Segment Profit 19,305 19,412
Segment Assets 30,655 31,311

GUD AUTOMOTIVE MANAGEMENT

Bob Pattison
Chief Executive Officer
GUD Automotive Pty Ltd

WESFIL MANAGEMENT

Terry Cooper
Managing Director
Wesfil Australia Pty Ltd



Ryco, Wesfil and Goss

Sales grew due largely to broader
distribution for Ryco and an improved
market position for Wesfil, following
the closure of National Parts

in early 2008.

Unlike many businesses operating
in the automotive sector, GUD’s
Ryco and Wesfil business units

are solely reliant on the aftermarket
and are, therefore, remote from
the problems of the local vehicle
manufacturing industry. Demand
conditions in the aftermarket are
less susceptible to economic swings
due to the large vehicle population
and the requirement to perform
regular servicing.

Indeed, this has been the
experience over the last financial
year with aftermarket volumes
remaining stable, while the new
car market has declined 15%.

Ryco, the leading brand of
automotive filtration products in
Australia and New Zealand, was able
to report sales growth over the prior
year due to securing major new
distribution into the retail segment of
the market through Supercheap Auto.

Ryco also expanded its part number
coverage by introducing 200 new
products/applications during the
year. A major part of the business’s
success in this extremely competitive
and demanding market is keeping
abreast of new vehicles and the
requirements for replacement parts
as these vehicles become due for
service. Ryco is the acknowledged
industry leader in its understanding
of applications.

Ryco’s profitability in both Australia
and New Zealand suffered from
the impact of the lower currencies
on product costs and the inability
to fully recover this through price
increases over the year.

Wesfil continued to benefit from

the market gap left by the closure

in February 2008 of the Australian
wholesaler, National Parts. Wesfil
services a different part of the market
from Ryco, and its extensive branch
network is essential to ensuring its
customers obtain the service levels
they expect. The existence of this
network, when coupled with Wesfil’s
breadth of product offering and its
unique service culture, has ensured
continued growth in the eighteen
months since National Parts closed.

During the 2008/09 year, it was
decided to merge the Goss fuel
pumps business with Ryco. Goss
is a business servicing the same
customers as Ryco, but with a
niche product range. The capacity
to incorporate Goss became
available, from both operational
and administrative perspectives,
and the incorporation of Goss will
be complete before the end of
calendar year 2009.

Similar to Sunbeam and Oates

the focus for the automotive
businesses is on a few key factors —
understanding of the user base,
building brand strength and
management of product costs
through the diverse offshore supplier
base. The automotive businesses
are well positioned to achieve
progress on all these elements

in the 2009/10 financial year.

Ryco
Qil and fuel filters
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Finance Report

The major influences for the year
were caused by the global financial
crisis. In particular, the Australian
currency exchange rate moved
rapidly from US$0.98 in July to
US$0.61 in November before
recovering to US$0.81 at year-end.
This placed considerable pressure
on imported product costs and
potentially Company profitability.
The strength of the Company’s
market-leading brands assisted

it to achieve reductions in supplier
costs, increases in selling prices
and overhead cost reductions.
These measures enabled the

GUD Group to maintain its gross
profit rates in line with prior year
(on a continuing business basis).

Long-standing currency hedging

programs protected the Company by
delaying the impact of Australian and
New Zealand currency falls while the
above measures were put into place.

While the cost of imported products
in stock at 30 June increased

by over 20%, total inventory value
only increased marginally from
$81.4 million in 2008 to $82.7 million
at year-end.

The change in business climate
also provided an opportunity

to renegotiate longer terms with
suppliers, which will take full effect
in FY2010.

Operating cash flow of $57.9 million
was down from $67.2 million in
FY2008 following the divestment

of Victa. In the tough business
environment, the strong emphasis
on Group working capital controls
(debtors, inventories and trade
creditors) continued.

Receivables continued under
tight control and again no major
bad debts were incurred

The GUD share buy-back program
resulted in a small number of
shares being bought back early

in the year.

The cumulative total of shares
acquired and cancelled since
inception of the buy-backs

is 10.3 million ordinary shares at

an average price of $4.22 per share.
Dividends totalling $32.2 million
have been saved as a result of

the buy-backs. The GUD Dividend
Reinvestment Plan remained
suspended during the year and has
recently been reintroduced for the
final dividend for the year, payable
in September 2009.

The Company also successfully
completed a Share Purchase Plan,
issuing 2.3 million shares for a cash
inflow of $14.1 million.

While the Company had renewed

its borrowing facilities with Westpac
and ANZ Bank in FY2008, risk

of shrinking credit availability
encouraged an extension of the
one-year working capital tranche

to three years. NAB was also brought
into the GUD Club Facility, providing
wider availability of funds in the event
of a future acquisition opportunity.
The $100 million core debt facility
remains in place until July 2011

and the extended $80 million
working capital facility is current

until July 2012.

Cash interest rates started falling
from September 2008 and the
Company took the opportunity to pay
out its existing interest rate hedges
and restructure its Financial Risk
Management policy at a $3.6 million
non-recurring cost ($2.4 million in
cash effect). After due consideration,
the Company re-entered the interest
rate swap market at rates that are
now well below current market rates.

Interest cover over EBIT increased
to 7.9 times from 6.7 times in FY2008.

For the full FY2009, an interim
dividend of 27 cents per share and

a final dividend of 33 cents per share
were declared, a total of 60 cents
per share, which is a reduction from
68 cents per share from prior year,
following the divestment of Victa.
However, the Company has again
distributed its total earnings for the
year to shareholders, maintaining its
attractive yield record. Both dividends
for the year were fully franked.

The Group continued to invest
strongly in product development,
which is classified as an intangible
asset. Investment intensity continues,
supporting growth in the strength

of GUD’s market-leading brands.

No new acquisitions were made
during the year and the Company
has improved the strength of its
balance sheet in readiness for

a new acquisition when it emerges.

The strategic investment in Breville
Group Ltd, which was acquired for
$18.2 million, has been classified as
an ‘available for sale financial asset’
and was revalued to a market value
of $23.2 million at year-end, with

the after-tax gain processed through
equity reserves.

CVA (Cash Value Added) continues
to be the major KPI used across

the GUD Group. This measure
drives operating businesses to
maximise profit while simultaneously
driving down working capital assets.
CVA is also the basis for short-term
performance incentives to
management and is outlined

further on page 27.

The GUD Total Capital Employed
(TCE) base reduced again during
the year on a continuing business
basis despite the higher unit costs
of imported inventories.

The GUD Group CVA rate of

return continues to comfortably
exceed the GUD Weighted Average
Cost of Capital.



CVA Return Summary FY2006 to FY2009

FYO06 FYO07 FYO08 FYO09
% % % %
Consumer 13.7 13.2 171 17.6
Automotive 30.8 31.6 45.0 43.2
Water 14.7 145 11.2 12.3
Security 10.9 11.9 121 9.1
GUD Group 15.7 14.8 16.5 16.9
Note: Excluding restructuring costs.
Working Capital (%) Gearing (%) Net Borrowings (cents)
Net debt to total capital
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Corporate Governance

The Board is committed to conducting
the Company’s business ethically and
in accordance with high standards

of corporate governance.

This statement sets out the key
elements of our corporate governance
framework that has operated throughout
the year, unless otherwise indicated.

ASX Corporate
Governance Principles

The Company considers that the
corporate governance framework

and practices comply with the ASX
Corporate Governance Council’s
Principles and Recommendations,
released in revised form in August 2007.

The table at the end of this statement
cross references the disclosures and
statements in this corporate governance
statement to the ASX Principles.

The Company’s corporate governance
framework is kept under review, and
changes are made in response to
changes in the Company’s business
or applicable legislation and standards.

1. The Board of Directors

The Board operates in accordance
with the general principles set out

in its Charter, which is available from
the corporate governance section
of the Company’s website at
www.gud.com.au.

1.1 Role of the Board

The role of the Board of Directors

is to protect and optimise the
performance of the Group, and
accordingly the Board takes
accountability for approving strategic
direction, establishing policy,
overseeing the financial position and
monitoring the business and affairs

of the Group on behalf of shareholders.

The Board has delegated responsibility
for the operation and administration

of the Company to the Managing
Director, who, along with the senior
management team, is accountable

to the Board.

The various business operations within
the Group are delegated to the divisional
Chief Executives, who, together with
their management teams, manage

the businesses within an agreed
framework of strategic plans, budgets,
targets, standards and policies.

To assist the Board to maintain its
understanding of the businesses and to
assess the management team, Directors
regularly receive detailed briefings
from each member of the Executive
general management team during the
year and visit operating locations.

Directors receive a comprehensive
monthly performance report from
the Managing Director, whether

or not a Board meeting is scheduled,
and have unrestricted access to
Company records and information.

The Board strives to create
shareholder value and ensure that
shareholder funds are safeguarded.

To fulfil this role, the Board is
concerned with:

— Approving the strategic direction
for the Company.

— Overseeing the long-term
performance against targets
and objectives.

— Monitoring environmental and
safety performance.

— Monitoring the financial
performance, legal compliance
and ethical standards.

— Approval of budgets, including
significant capital expenditure.

— Establishing and maintaining
the quality of the Executive team
and, in particular, monitoring and
assessing the performance of the
Managing Director.

— Assessing business risk profile,
the adequacy of policies, internal
controls and organisation structures.

— Reporting to shareholders on
the direction, governance and
performance of the Company.

The Board reviews its composition and
processes annually (as detailed below).

1.2 Composition of the Board

The composition of the Board

is determined using the following

principles:

— The Board may, in accordance
with the Constitution, comprise
up to ten Directors.

— The Chairman of the Board should
be an independent non-Executive
Director.

The Board comprises Directors with

a broad range of experience having a
proper understanding of the current and
emerging issues facing the Company,
and who can effectively review and
challenge management’s decisions.

The Board is currently comprised of five
Non-Executive Directors (including the
Chairman) and two Executive Directors
(the Managing Director and Chief
Executive, and the Finance Director).
Details of the skills, experience and
expertise of the Directors, and of the
Company Secretary, as well as the
period for which the Director has

held office are set out on page 32.
During the year, the following

changes occurred in the composition
of the Board:

— Peter G Thomas passed away
on 31 January 2009.

— Peter A F Hay was appointed
26 May 2009.

— Mark G Smith was appointed
26 May 2009.

1.3 Independence

The Chairman and all Non-Executive
Directors are independent in
accordance with the definition
recommended in the ASX Corporate
Governance Council Guidelines, having
no business or other relationship that
could compromise their independence.

The Board has developed guidelines
to determine materiality thresholds for
the purposes of that definition. Broadly
speaking, these guidelines seek to
determine whether the Director is
generally free of any interest and any
business or other relationship that could,
or could reasonably be perceived to,
materially interfere with the Director’s
ability to act in the best interests of the
Company. Such relationships could
include where the Director:

— is a substantial shareholder of
the Company or an officer of,
or otherwise associated directly
with, a substantial shareholder
of the Company;

— within the last three years has been
employed in an Executive capacity by
the Company or another group entity,
or has been a Director after ceasing
to hold any such employment;

— within the last three years was a
principal of a material professional
adviser or a material consultant to
the Company or another group entity
or an employee materially associated
with the service provided;

is a material supplier or customer

of the Company or a group entity, or
an officer of, or otherwise associated
directly or indirectly with, a material
supplier or customer; or

— has a material contractual
relationship with the Company or a
group entity other than as a Director
of the Company.



The Board believes the separation
of the roles of Chairman and Chief
Executive and the predominance
of independent Non-Executive
Directors is appropriate.

Directors have agreed to advise the
Board, on an ongoing basis, of any

interest that could potentially conflict
with those of the Company.

1.4 Directors’ Interests and Benefits

Directors are not required to hold
any share qualification. The current
shareholdings are shown at right
in the table.

1.5 Term of office and
re-election of Directors

In the appointment of Directors,

the Board has sought advice from
independent sources and undertaken
independent professional searches
for suitable candidates possessing
the appropriate range of skills,
expertise and competencies.

New Directors receive a comprehensive
information pack and special briefings
from management and visit key
operating sites to assist them

to quickly understand GUD’s
businesses and issues.

All Directors (except the Managing
Director) are elected by shareholders
at the Annual General Meeting
following their appointment and
thereafter are subject to re-election
at least once every three years.

The Board has adopted a retirement
age policy for Directors, being the
conclusion of the Annual General
Meeting following a Director’s 68th
birthday. This may be varied by the
Board on an annual basis. In recent
years, Non-Executive Directors have
been appointed on the basis that they
would not seek to serve more than
10 years. This may be varied by the
Board on an annual basis.

Executive Directors cease to
be Directors when they cease
to be Executives.

Directors are, at their own
expense, expected to maintain
a level of knowledge appropriate
to their appointment.

2. Board Committees

The Board generally operates as
a whole across the range of its
responsibilities but, to increase

its effectiveness, uses committees

Directors Shares Held Beneficially Total Total
30/6/2009 30/6/2009 30/6/2008

Own Name Private

Company/Trust
C KHall - 72,442 72,442 70,000
G D W Curlewis - 12,442 12,442 10,000
R M Herron 10,000 12,442 22,442 10,000
P G Thomas (passed away - - - 10,000

31/1/2009)

P A F Hay (appointed 26/5/2009) 1,814 - 1,814 NA
M G Smith (appointed 26/5/2009) - - - NA
| A Campbell 132,442 122,442 254,884 250,000
R J Wodson 42,442 - 42,442 35,000

where closer attention to particular
matters is required. The role of the
Board Committees is to make
recommendations to the Board on
matters set out in each Committee’s
Charter. The Charters for the Audit
& Compliance Committee, the
Remuneration Committee and

the Nominations Committee are
available on the corporate governance
section of the Company’s website
at www.gud.com.au.

Board Committees comprise
Non-Executive Directors. Details
regarding the role of each Committee
and their composition as at 30 June
2009 are set out below:

2.1 Audit & Compliance Committee

R M Herron (Chairman), C K Hall,
G D W Curlewis, P A F Hay and
M G Smith.

The Committee comprises only
Non-Executive Directors, a majority
of whom are to be independent.
The Chairman is an independent
Non-Executive Director who is not
the Chairman of the Board.

The Committee, by its charter, primarily
assists the Board in fulfilling its
responsibilities relating to accounting
and compliance obligations of the
Company and advises the Board on
matters of financial significance or
compliance with legal and contractual
obligations. The Committee reviews
the integrity of the Company’s
financial reporting and oversees

the independence of the external
auditors. It also:

— reviews the scope, performance and
fees of the statutory auditor;

— oversees and appraises the quality
of audit and reviews the conduct by
the Board’s external auditors;

— maintains communications
between the Board, external
auditors and management;

— reviews financial information
prepared by management for
external parties;

— reviews accounting policies and
practices; and

— monitors compliance with applicable
policies and controls.

By invitation, the Managing Director,
Finance Director, Company Secretary,
Group Finance Manager and
representatives of the Company’s
statutory auditor are present for most
of the proceedings.

The Company has a formal policy on
auditor independence, which is kept
under review, including processes
adopted by the auditor and the
Company to ensure independence
is maintained.

Non-audit financial services that may
be required by the Company have
been reviewed. These services have
been categorised into those that the
statutory auditor:

— is permitted to provide;

— is permitted to provide subject
to Committee approval; or

— is not permitted to provide.

The Committee sought and received
representations from the statutory
auditor as to various matters related

to their independence, compliance
with applicable professional standards,
restrictions on their audit process

and reporting to the Committee.

The statutory auditor attends the
Annual General Meeting and is
available to answer shareholders’
questions about the conduct of the
audit and the preparation and content
of the auditor’s report.
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2.2 Remuneration Committee:

C K Hall (Chairman), G D W Curlewis,
R M Herron, P A F Hay and M G Smith.

The Committee, by its charter, advises
the Board on remuneration policies
and practices and recommendations
regarding the level and form of
Executive remuneration and in
particular that of the Managing Director
and senior management reporting

to the Managing Director.

By invitation, the Managing Director
and Company Secretary are present
for most of the proceedings.

The Remuneration Report on pages
24-29 includes further details on the
Company’s remuneration policy and
its relationship to performance.

Details of the remuneration of Directors
and Senior Executives for the year
ended 30 June 2009 are set out in the
Remuneration Report and in Note 21
on pages 62-63.

2.3 Nominations Commiittee:

C K Hall (Chairman), G D W Curlewis,
R M Herron, P A F Hay and M G Smith.

The Committee has adopted a charter
whereby its primary objective is to

assist the Board in fulfilling the Board'’s
responsibilities relating to the future
tenure, size and composition of the
Board, including succession planning.

The members of the Nominations
Committee must be Non-Executive
Directors and a quorum is two.
Presently, all members of the
Nominations Committee are
independent.

The Managing Director has the right
to receive notices of all Committee
meetings and to attend and speak
at such meetings.

2.4 Directors’ Attendances at Meetings

The Board had 11 meetings during the year.

Meetings are generally held monthly, with ad hoc meetings called to consider specific or urgent matters.

Directors Board Audit & Compliance Remuneration Nominations
Committee Committee Committee
Held (a) Attended (b) Held (a) Attended (b) Held (a) Attended (b) Held (a) Attended (b)

C K Hall 1 11 4 4 2 2 1 1
G D W Curlewis ih 10 4 4 2 2 1 1
R M Herron 11 11 4 4 2 2 1 1
P G Thomas* 6 6 3 3 1 1 - -
P AF Hay 2 2 1 1 1 1 - -
M G Smith 2 1 1 - 1 - - -
I A Campbell 11 11

R J Wodson 11 11

(a) Meetings held while a member.

(b) Meetings attended.

* Mr P G Thomas passed away on 31 January 2009.

It is the Board's practice that the Non-Executive Directors meet regularly without the presence of management.

3. Performance Evaluation
and Remuneration

3.1 Performance Evaluation

The Nominations Committee includes
in its charter the role of evaluating

the Board’s performance. This is
conducted through an annual internal
assessment. Directors provide written
feedback in relation to the
performance of the Board (and its
committees) against a set of agreed
criteria. This feedback is reported by
the Chairman of the Nominations
Committee to the Board following the
assessment.

For the 2009 financial year, a
performance evaluation was led by the
Chairman. The purpose of the review
was to assess strengths and weakness
of the Board and committees, and
identify areas that might be improved.
The findings of this performance
review have been considered by the
Board and have been, and continue to
be, taken into account in identifying
and nominating new candidates for
appointment as Director, and in
planning and conducting Board and
committee matters.

Executives and managers are also
subject to an annual performance
review in which performance

is measured against agreed
business objectives.

For the 2009 financial year, the
performance of the Managing Director
was assessed by the Board against
achievement by the businesses and
the Managing Director of agreed
objectives. The performance of the
Company’s senior Executives during
the 2009 financial year was reviewed
by the Managing Director and by the
Remuneration Committee in June 2009.

3.2 Director and Executive
Remuneration

Remuneration levels are competitively
set to attract and retain appropriately
qualified and experienced personnel.
Performance, duties and responsibilities,
market comparison and independent
advice are all considered as part of the
remuneration process.



The structure and details of the
remuneration paid to the Directors and
senior Executives during the period
are set out in the Remuneration Report
on pages 24-29 of this Report and
Note 21 to the Financial Statements.

4. Risk Management
and Internal Controls

4.1 Risk Management Framework

The Board, through the Audit &
Compliance Committee, is responsible
for ensuring there are adequate
policies in relation to risk management
and internal compliance and control
systems. It is part of the Board’s
oversight role to regularly review

the effectiveness of the Company’s
implementation of that system.

In brief, the Company’s risk
management framework is designed
to ensure strategic, operational, legal,
reputation, product quality, brand,
technological and financial risks are
identified, assessed, effectively and
efficiently managed and monitored to
enable achievement of the Company’s
business objectives, as well as to
identify any material changes to the
Company'’s risk profile.

Where considered appropriate,

and where it is possible and
practicable to transfer a particular risk,
and in order to protect shareholders’
funds, the Company carries insurance
that the Board considers is sufficient
for the size and nature of the
Company'’s businesses.

4.2 Internal Controls Framework

During the year, the Board reviewed
the Company’s risk management
policies and procedures.

A formal review of risks is carried
out semi-annually by each division
and the corporate head office. The
Company has adopted a policy of
reviewing risks through a half-yearly
reporting process.

Decisions on financial risk management
are made by the Group Financial Risk
Management Committee, chaired by
the Finance Director, which operates
within established policies, procedures
and limits that are regularly reviewed
by the Board and external advisers.
These policies prohibit speculative
transactions, restrict hedging to preset
limits and require senior management
approval of hedging instruments.

4.3 Managing Director and
Finance Director certifications

The Managing Director and Finance
Director have made the following
certifications to the Board:

— that the integrity of the financial
statements is founded on a sound
system of risk management and
internal compliance and control,
which implements policies adopted
by the Board;

— that the Company’s risk management
and internal compliance and control
system is operating efficiently and
effectively in all material respects;
and

— that the Company'’s financial reports
present a true and fair view in all
material respects of the Company’s
financial condition and operating
results and that they are in
accordance with relevant accounting
standards and the Corporations
Act 2001.

5. GUD Governance Policies

5.1 Integrity, Ethical Standards
and Compliance

The Board has adopted a general
policy on Corporate Governance,

a Code of Conduct, and other policies
and codes, which include procedures
for dealing in Company shares,
conflicts of interest, obtaining
independent professional advice

at the Company’s expense, and full
and timely access to such information
necessary for Directors to discharge
their responsibilities.

In addition, the Company has a
general code of conduct, applying
to all employees, which includes
policies and standards on issues
of business ethics and integrity.
Recent amendments to this code
have introduced provisions relating
to reporting and investigating
unethical practices.

Full details of the policies and codes
may be found on the Company’s
website at www.gud.com.au.

The Board receives regular reports on

legal and environmental compliance to
ensure the Company complies with its
legal and environmental obligations.

5.2 Dealing in Shares

Under the Company’s Dealing in
Shares Policy, a Director, Executive
or employee or their associates may:

— deal in GUD securities (provided a
person is not in possession of inside
information relating to that security):

1.during the period commencing
two (2) days after release and
ending thirty (30) days after release
of information of a financial nature
to the ASX. Such releases include
annual, half-yearly and, if required,
quarterly ASX releases and any
ASX release of an address made
to shareholders at an AGM;

2.with the consent of the Chairman,
if that person is a Director or an
Executive or their associate; or

3.with the consent of the Managing
Director or Company Secretary,
if that person is an employee or
an associate of an employee;

— acquire GUD securities by
conversion of existing securities;

— acquire securities under a bonus
issue or dividend reinvestment, rights
issue or top-up plan that is available
to all security holders of the same
class; and

— acquire or agree to acquire securities
under a company’s sponsored share
or option plan;

provided that any such trade would
not constitute insider trading or
otherwise be prohibited under the
Corporations Act.

Full details of the Dealing in Shares
policy may be found on the Company’s
website at www.gud.com.au.

Each Non-Executive Director has
entered into a contract with the
Company to advise the Company
when any interest in any securities

in the Company held by that Director
changes and to advise the Company
of the Director’s interest in securities
at the date of retirement.

5.3 Health and Safety

The Company has continued its
emphasis on health and safety

in the workplace through the

Group Occupational Health and
Safety Steering Committee, with
representatives from each division
meeting monthly to review common
policies and procedures and general
matters relating to health and safety.
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The Company is two years into a
three-year plan to significantly reduce
lost time injuries. Results in the 2008
financial year were encouraging;
however, the 2009 financial year result
was disappointing. While overall safety
in the workplace has improved, the
number of workplace injuries has
halved, we have not seen the expected
decline in the lost time injury rate. In
part, this is due to soft tissue injuries
experienced in an ageing workforce.
Management is refocusing its attention
on the causes of injuries and expects
resumption in the reduction of injuries
in the coming year.

The Board receives monthly reports
on Occupational Health and Safety
(OH&S) and reviews all incidents
resulting in lost time injuries and
medically treated injuries. Each
operating unit is subject to regular
health and safety inspections.

5.4 Political Contributions

The Company maintains a position

of impartiality with respect to party
politics and does not contribute funds
to any political party or candidate for
public office.

5.5 Continuous Disclosure and
Communication with Shareholders

The Company is committed to providing
relevant and timely information to its
shareholders and to the broader market,
in accordance with its obligations

under the ASX continuous disclosure
regime. The Board has a Continuous
Disclosure Programme, details of
which are accessible on the Company’s
website at www.gud.com.au, under
Corporate Governance.

Directors endeavour to ensure that
shareholders are regularly and fully
informed of all major developments
affecting the Company.

The Annual Report and Half Yearly
Report are sent to all shareholders
unless requested not to.

ASX announcements and other
information relating to the Company
are publicly available on the Company’s
website at www.gud.com.au,

under Investor Relations. In addition,
shareholders are advised of major
announcements regarding the Company.

Individual shareholders are given
an opportunity to raise questions
at the Annual General Meeting
and there is regular dialogue with
institutional investors.

The Company and each of its divisions
have websites — see details on inside
back cover.

Documents that are released publicly,
including policies and charters
described in this statement, are made
available on the Company’s website
at www.gud.com.au.

ASX Corporate Governance Council’s Principles of good Corporate Governance

and best practice recommendations

ASX Principle Reference ™  Compliance
Principle 1  Lay solid foundations for management and oversight
1.1 Companies should establish the functions reserved to the board and those delegated 1.1 Comply
to senior executives and disclose those functions.
12 Companies should disclose the process for evaluating the performances 3.1,3.2and Comply
of senior executives. Remuneration
Report
1.3 Companies should provide the information indicated in the guide to reporting on Principle 1. 1.1, 3.1 Comply
Principle 2  Structure the board to add value
21 A majority of the board should be independent directors. 1.3 Comply
2.2 The chair should be an independent director. 12,13 Comply
23 The roles of chair and chief executive officer should not be exercised by the same individual. 1.3 Comply
2.4 The board should establish a nomination committee. 2,23 Comply
2.5 Companies should disclose the process for evaluating the performance of the board, 3.1 Comply

its committees and individual directors.

2.6 Companies should provide the information indicated in guide to reporting on Principle 2.

12,1.3,23,3.1 Comply

Principle 3  Promote ethical and responsible decision-making

3.1 Companies should establish a code of conduct and disclose the code or a summary 5.1 Comply
of the code as to:
3.1.1 the practices necessary to maintain confidence in the Company’s integrity; 5.1
3.1.2 the practices necessary to take into account their legal obligations and the 5.1
reasonable expectations of their stakeholders; and
3.1.3 the responsibility and accountability of individuals for reporting and investigating 5.1
reports of unethical practices.
3.2 Companies should establish a policy concerning trading in company securities by directors, 5.2 Comply
senior executives and employees and disclose the policy or a summary of that policy.
3.3 Companies shall provide the information indicated in the guide to reporting on Principle 3. 5.1 Comply




ASX Principle Reference ®  Compliance
Principle 4  Safeguard integrity in financial reporting
41 The board should establish an audit committee. 2.1 Comply
4.2 The audit committee should be structured so that it: 2.1 Comply
— consists only of non-executive directors;
— consists of a majority of independent directors;
—is chaired by an independent chair, who is not chair of the board; and
- has at least three members.
4.4 The audit committee should have a formal charter. 21 Comply
4.5 Companies should provide the information indicated in the guide to reporting on Principle 4. 2.4 Comply
Principle 5 Make timely and balanced disclosure
5.1 Companies should establish written policies and procedures designed to ensure 5.5 Comply
compliance with ASX Listing Rule disclosure requirements and to ensure accountability
at a senior executive level for that compliance and disclose those policies or a summary
of those policies.
52 Companies should provide the information indicated in guide to reporting on Principle 5. 55 Comply
Principle 6 Respect the rights of shareholders
6.1 Companies should design and disclose a communications policy for promoting effective 5.5 Comply
communication with shareholders and encouraging their participation at general meetings
and disclose their policy or a summary of that policy.
6.2 Companies should provide the information indicated in the guide to reporting on Principle 6. 5.5 Comply
Principle 7 Recognise and manage risk
71 Companies should establish policies for the oversight and management of material 41,42 Comply
business risks and disclose a summary of those policies.
7.2 The board should require management to design and implement the risk management 42,43 Comply
and internal control system to manage the company’s material business risks and report
to it on whether those risks are being managed effectively. The board should disclose that
management has reported to it as to the effectiveness of the Company’s management
of its material business risks.
7.3 The board should disclose whether it has received assurance from the chief executive 4.3 Comply
officer (or equivalent) and the chief financial officer (or equivalent) that the declaration
provided in accordance with section 295A of the Corporations Act is founded on a sound
system of risk management and internal control and that the system is operating effectively
in all material respects in relation to financial reporting risks.
7.4 Companies should provide the information indicated in the guide to reporting 4.3 Comply
on Principle 7.
Principle 8 Remunerate fairly and responsibly
8.1 The board should establish a remuneration committee. 22 Comply
8.2 Companies should clearly distinguish the structure of non-executive directors’ remuneration 2.2 and Comply
from that of executive directors and senior executives. Remuneration
Report
8.3 Companies should provide the information indicated in the guide to reporting on Principle 8. 2.4 and Comply

Remuneration
Report

(M All references are to sections of this Corporate Governance Statement unless otherwise stated.
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Remuneration Report

The Directors of the Company present
the Remuneration Report prepared

in accordance with section 300A of
the Corporations Act 2001 for the
Company and the consolidated entity
for the year ended 30 June 2009.

This Remuneration Report discloses
the remuneration for key management
personnel of the consolidated

entity, including the Directors and

the five most highly remunerated
Executives of the Company and the
consolidated entity.

The Company’s remuneration strategy
is designed to attract, retain and
motivate appropriately qualified and
experienced Directors and Senior
Executives. Detail of the Company’s
remuneration strategy for the 2009
financial year is set out in this
Remuneration Report.

This Remuneration Report forms part
of the Directors’ Report for the year
ended 30 June 2009 and includes the
transferable disclosure requirements
of Accounting Standard AASB 124.

Non-Executive Directors

Fees and payments to Non-Executive
Directors reflect the demands

made on, and responsibilities

of, Non-Executive Directors in
discharging their duties.

The fees paid to the Chairman and
other Non-Executive Directors are
reviewed annually by the Board.
The Board seeks the advice of
independent consultants to ensure
fees and payments are appropriate
and in line with market conditions.

Executive Directors
and Senior Executives

The objective of the Company’s
Executive reward program is

to ensure reward for performance
is competitive and appropriate
for the results delivered.

The compensation framework
provides a mix of fixed and variable
remuneration, and short-term and
long-term incentives. Most Senior
Executives have a significant
proportion of their rewards ‘at risk’.

The Remuneration Committee,

as part of an annual review that
considers performance-related
elements, comparative remuneration
and independent advice, reviews

all Executive remuneration.

An overview of the elements of
remuneration is set out in the table
below. More detailed discussion
of each element is contained

in this Remuneration Report.

Elements of Non-Executive Executive Senior

Remuneration Directors Directors  Executives
Fixed Remuneration Fees .

Salary . .

Superannuation . . .

Other Benefits

At-risk Remuneration

Short-Term Incentive

Long-Term Incentive

Post-employment

Notice periods and termination payments

Section 1 - Non-Executive
Directors’ Remuneration

Remuneration Policy

Fees payable to Non-Executive
Directors are determined within the
maximum aggregate amount that

is approved by shareholders. The
current maximum aggregate amount

is $800,000, approved by shareholders
at the 2008 Annual General Meeting.

The level of fees is reviewed annually
by the Remuneration Committee,
based on a recommendation from the
Managing Director. In determining the
level of fees, external professional
advice and available data on fees
payable to Non-Executive Directors of
similar sized companies are taken into
account. The Board will continue to
review its approach to Non-Executive
Director remuneration to ensure it

remains in line with general industry
practice and best practice principles
of corporate governance.

The remuneration of the Non-Executive
Directors is not linked to the
performance of the Company, in

order to maintain their independence
and impartiality.

Fees

The base fee was last increased with
effect from 1 July 2008. For the year
ended 30 June 2009, Non-Executive
Directors’ fees were $82,700 per
annum. The Chairman, taking into
account the greater time commitment
required, received $206,700 per annum.

The Company has not in the past paid
additional fees for membership of the
Board’s committees or attendance at
committee meetings. However, on

21 June 2007, the Board resolved

that the Chairman of the Audit &
Compliance Committee should

receive an additional fee of $10,000
per annum in recognition of the greater
time commitment that role requires.

In accordance with rule 36 of the
Constitution, Directors are permitted
additional fees for special services
or exertions. No such fees were paid
during the year. Directors are also
entitled to be reimbursed for all
business related expenses, including
travel on Company business, as may
be incurred in the discharge of their
duties. Such reimbursements are not
included in the aggregate fee cap
approved by shareholders.



Equity Participation

Non-Executive Directors do not receive
shares or options, and there is no
provision for Non-Executive Directors
to convert a percentage of their
prospective fees into GUD shares.

During the year, most Directors
acquired shares in GUD, including
under the Share Purchase Plan offered
in May 2009. Details of shareholdings
may be found in the Corporate
Governance Report.

Retiring Allowance for Directors
In the past, the Company paid retiring

allowances to Non-Executive Directors.

On 23 June 2003, the Board resolved
to cease offering retiring allowances
for Non-Executive Directors appointed
after that date.

The two Non-Executive Directors
who were appointed prior to June
2003 (Messrs Hall and Curlewis)
continue to be eligible to receive
retiring allowances under an
agreement entered into at the date
of their appointment.

On 22 May 2007, the Board resolved
to freeze the retiring allowances to be
paid to those Directors at the amount
accrued to 30 June 2007. This amount
will be paid out to those Directors

on their eventual retirement.

The accrued and frozen retiring
allowance benefit for each
Non-Executive Director entitled
to receive one is set out in the
table below.

Non-Executive Directors Entitled

Date of First Accrued Retiring

to Retiring Allowance benefits Appointment Allowance
C K Hall 13 September 1999 $451,375
G D W Curlewis 1 March 2003 $157,000

The benefits accrued in previous financial years, totalling $164,850, in respect of P G Thomas were paid to his

Estate during the current financial year.

Superannuation

The Company pays statutory superannuation in relation to its eligible Non-Executive Directors.

Remuneration

Details of the nature and amount of each element of the remuneration of Non-Executive Directors for the year ended
30 June 2009 are set out in the table below.

Non-Executive Directors

Short-term Employee

Post-employment

Benefits Benefits

Year Directors’ Fees Superannuation* Retirement Total

$ $ $ $

C K Hall (Chairman) 2009 206,700 18,603 - 225,303
2008 184,600 16,614 - 201,214

P G Thomas 2009 - 52,585 - 52,585
2008 30,769 49,716 - 80,485

G D W Curlewis 2009 82,700 7,443 - 90,143
2008 73,840 6,645 - 80,485

R M Herron 2009 92,700 8,343 - 101,043
2008 83,840 7,545 - 91,385

PAF Hay @ 2009 6,891 620 - 7,511
2008 - - - -

M G Smith ©@ 2009 6,891 620 - 7,511
2008 - - - -

Total Remuneration of 2009 395,882 88,214 - 484,096
Non-Executive Directors 2008 373,049 80,520 - 453,569

* Superannuation contributions on behalf of Non-Executive Directors to satisfy the Company’s obligations under applicable Superannuation
Guarantee legislation, plus any elected sacrifice of fees to superannuation.

(' Mr P G Thomas passed away on 31 January 2009.

@ Mr P A F Hay was appointed Director on 26 May 2009.

© Mr M G Smith was appointed Director on 26 May 2009.
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