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Chairman’s address 
Before deal ing with the formal it ies of the meet ing, I would f i rst  l ike to report on 
the Company’s progress on key issues dur ing 2006/07. Peter McDonald, our 
Managing Director and Chief Execut ive Off icer,  wi l l  fo l low with a presentat ion on 
the current state of the business. 
 
In the 2006/7 f inancia l  year we undertook a review of the Company’s strategy and 
as a consequence of this review I am pleased to report we have completed 
s ignif icant restructuring in it iat ives that have led to improvement in our balance 
sheet,  strengthening of our management team and systems, and improvements in 
many operat ional areas within the business.  Debt levels have been substant ia l ly 
reduced, eff ic iency levels in our China operat ion have increased, improvements 
have been made to working capita l  management,  there is  a renewed focus on 
research and development act iv it ies, and our senior management team is now in 
place worldwide.  
 
A concentrated effort was made to streamline the business and to ensure that the 
Group’s cost structure is  better matched to projected revenue generat ion. It  is for 
these reasons that our German garden product distr ibut ion business,  Jung, was 
sold in September 2006. Similar ly,  after a detai led review, i t  was concluded that 
the New Zealand manufactur ing operat ions should be transferred to the China 
manufacturing plant as this would ass ist  the Group to operate more eff ic ient ly.  The 
New Zealand plant is  expected to be ful ly integrated into the China plant on 
schedule by early next calendar year. 
 
In November 2006, fol lowing discuss ions with the Group’s bankers,  we determined 
that revised long term f inancing arrangements needed to be put into place. The 
Group appointed advisors to assist in ident i fying and assessing long term 
ref inancing options. After a comprehensive review and analys is process,  a 
recapita l isat ion proposal was announced in June 2007, which combined a $20 
mi l l ion equity placement and renewed Austral ian banking faci l i t ies.  This proposal 
was approved by shareholders at an extraordinary general  meet ing held in August 
2007 and resulted in the issue of 30,300,000 shares to our new cornerstone 
investor,  Investec Wentworth Pr ivate Equity and its re lated ent i t ies at a pr ice of 
$0.50 per share, and 9,700,000 shares to our long-standing major investor Thorney 
Holdings Pty L imited upon the same terms. 
 
Results 
The Group reported a loss after tax of $16.36 mi l l ion, which includes a trading loss 
of $2.7 mi l l ion, write downs and provis ions in re lat ion to the European and New 
Zealand assets of $9.9 mi l l ion, and the addit ional write-off  of the deferred tax 
asset re lat ing to Gale Europe GmbH of $3.75 mi l l ion.  
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Cash Flow and Balance Sheet 
The Group has dramatical ly reduced borrowings by $58 mi l l ion dur ing the last 
twelve months through a combinat ion of a capita l  ra is ing, convers ion of unsecured 
notes to equity,  sa le of the Jung business, and posit ive cash f low from operat ions. 
The Group also generated $9 mi l l ion in operat ing cash f low for the year pr imari ly 
through working capita l  reduct ions. As planned, capital  expenditure was reduced to 
approximately $4 mil l ion, down from $19.4 mi l l ion in the previous f inancial  year, 
as the investment phase of the Group’s re locat ion and expansion plan was 
completed. 
 
The Board & Management 
During the year,  we welcomed Mr John Murphy to the board of directors of the 
Company.  Mr Murphy’s appointment was approved by shareholders at the 
Company’s extraordinary general  meet ing on 24 August 2007. Mr Murphy is the 
Managing Director of Investec Wentworth Pr ivate Equity L imited.  Mr Murphy’s 
qual i f icat ions which include Bachelors and Masters degrees in Commerce, and his  
experience in a number of publ ic and pr ivate companies,  strengthens the Board 
and we are already benefi tt ing from his contr ibut ion. 
 
Outlook  
With the $20 mi l l ion capita l  ra is ing now complete, the Group has a stronger 
balance sheet,  s ignif icantly reduced borrowings and long term banking faci l i t ies.  
We are conf ident about the strategy of the business and remain posit ive about the 
future prospects of the business. 
 
I  wi l l  now pass you over to Peter McDonald, our Managing Director and Chief 
Execut ive Off icer who wi l l  report on the current state of the business. 
 

 

Managing Director and Chief Executive Officer’s address 

The Chairman has commented on the key act ions dur ing the 2006/07 f inancia l  
year.  The annual report sent to a l l  shareholders a lso sets out the key operat ional 
act ivi t ies undertaken during the recently completed year and the performance of  
each of the regional businesses. There is  no doubt that the year was another 
chal lenging and dif f icult  year for the business but with the restructur ing work and 
ref inancing completed we are now in a good posit ion to focus on future growth 
opportunit ies for the Company. 

Trading highl ights of the 06/07 year were as fol lows: 

* Sales revenue of $110.4 mi l l ion – a reduct ion against the pr ior year of 1.6% due 
mainly to foreign exchange differences on consol idat ion.  On a regional basis,  
sa les in Austra l ia grew by 5% highl ighted by strong sales to retai l  channels and 
dif f icult  market condit ions in the agr icultural  sector due to the ongoing drought.  
Sales in New Zealand remained f lat in what has become an increasingly competit ive 
market.  Sales in Europe increased off  a smal l  base.  The divestment of Jung ear ly 
in the f inancia l  year has enabled us to refocus the business and c lean up the 
trading arrangements from the past.  Sales in the Middle East business were down 
7.6% for the year as a result  of earl ier product ion bott lenecks in the China plant 
which have s ince been c leared.  Sales in the USA grew by 29%. 

* We completed the relocat ion and recommissioning of the Austral ian plant to 
China and restructured the China production, R&D and engineer ing departments to 
reduce staff  headcount and provide a leaner operat ion with a focus on eff ic ient 
manufacturing of high qual i ty product.   We are now seeing the China plant 
operat ing at greater eff ic iency levels and have managed to achieve good gains in 
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yield increases and waste reduct ion more recent ly.   Our Chinese operat ion also 
achieved ISO9001:2000 qual i ty accreditat ion.  More recent ly,  we made the decis ion 
to c lose our Chr istchurch, New Zealand manufacturing operat ion and relocate the 
major ity of this product ion to the China factory.  

* Resin prices remained high throughout the f inancia l  year and, where possible, 
pr ice increases have been passed on to the market. 

* The Company generated $9 mil l ion in operat ing cash f low for the year pr imari ly 
through working capita l  reduct ions. 

* A new Company wide information system is being implemented along with 
improved demand forecast ing and product ion planning systems to provide further 
improvements to our working capita l  management and customer service levels.  

* We strengthened the management team of the business substant ia l ly dur ing the 
year and now have a team of committed and experienced managers to del iver 
improved performance for the business in the future. 

I  would also l ike to add that a considerable amount of management t ime was 
al located to the ref inancing process dur ing the year which was successful ly 
concluded in June 2007. I would now l ike to discuss the major act iv i t ies s ince the 
commencement of this f inancial year which I am pleased to say has not involved 
any act iv ity or distract ion relat ing to ref inancing and has been ful ly focussed on 
improving the business and establ ishing a strong and prof itable Company. 

We are pleased to report that after four months of trading to 31 October 2007 that 
the business is tracking to i ts  internal budget targets. Gale operates a seasonal 
business whereby the Southern hemisphere sales and market ing operat ions have 
commenced the seasonal peaks with the Northern Hemisphere operat ions providing 
considerable sales and prof its in the second half  of the f inancia l  year. In Austra l ia,  
the reta i l  sales act ivi t ies have commenced a l i t t le s lower than budget and the 
except ional year we had last year. We expect improved sales levels over the 
coming summer months. With regard to sales of industr ia l  fabr ics, the drought 
condit ions which were expected to improve fol lowing early ra ins recorded in the 
winter of 2007 are st i l l  with us. Unfortunately fo l low up ra ins in many regions have 
not occurred which has resulted in a s low recovery of sales performance from the 
2006 drought str icken year. We have however for the f i rst t ime won a $2.7 mi l l ion 
contract for the supply of our environmental ly fr iendly, recyclable Landmark fabr ic 
to Grain Corp for grain storage covers replacing a competitors PVC product used in 
pr ior years.  Sales in Austra l ia are 9% ahead of the same per iod last year. 

As reported in 2006/07, New Zealand has come under s ignif icant margin pressure 
due to a strong NZ dol lar and uncompetit ive manufacturing costs. We have 
maintained our strong market leadership posit ion and sales are in l ine with the 
same per iod last year.  We wi l l  reap benef its from the reduced costs of product ion 
result ing from the transfer of the manufactur ing equipment from New Zealand to 
China from the 2008 calendar year.    

Our Middle East operat ion has benef ited from being absorbed within the European 
management structure.  The necessary changes to our warehouse operat ions, 
inventory management and sales forecast ing systems have now been made and we 
are operat ing a leaner and more cost effect ive operat ion in the region.  The Middle 
East business has recorded a very strong start to the 07/08 year with sales 43% 
ahead of last year.   

It  is  ear ly in our preparat ions for the seasonal sa les to the Northern Hemisphere.  
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The USA is experiencing tough economic condit ions part icular ly in home sales and 
home renovat ions spending and some of our major reta i l  customers in the USA are 
report ing decl in ing sales and consumer act iv i ty. We cont inue to pursue and create 
addit ional sa les opportunit ies to expand our range with exist ing customers and to 
penetrate new market opportunit ies.  

With regard to Europe we are very pleased with the ear ly indicat ions of in i t ia l  
orders and product ranging for this summer. We have won l ist ings with new 
customers Toom (300 stores) and Hagebau (200 stores) and wil l  be launching two 
new product ranges this coming season. In addit ion to our continuing  retai l  
customers, we have strengthened distributor support  for our retai l  ranges in 
Spain, Ita ly and France. We have had some ear ly success with the l iquidat ion of 
carr ied over excess inventor ies from last season which we plan to sel l  through by 
the end of the European Summer season. 

Product ion volumes in China are 6% below the same t ime last year as we reduce 
group wide inventory levels.  Volumes wil l  increase as we head into the Northern 
Hemisphere seasons and the volumes previously produced in New Zealand take 
effect.  We have had some early process ing chal lenges with China sourced master 
batch which is  one of the key ingredients to our knit ted fabrics but are now seeing 
improved qual ity and process performance. Waste levels s ince July have 
considerably and consistent ly improved. The relocat ion of the New Zealand 
equipment is  progressing very wel l  and is tracking to plan with ful l  product ion 
capabi l i ty in China ear ly in the 2008 calendar year.  

Polymer prices cont inue to r ise to record high levels and we are pass ing on sel l ing 
pr ice increases where possible. Mit igat ing some of the polymer cost increase in the 
Austral ian market has been the weakness of the US dol lar but this is  not suff ic ient 
to offset the most recent spikes driven by the except ional ly high oi l  pr ices. The 
Company has a currency hedge program in place which establ ishes a steady A$ to 
US$ exchange rate for the 6 month period ending December 2007 which we also 
plan to put in place for the second half  of this f inancia l  year. This provides the 
Company with “ locked in” margins at these forward exchange rates. The weakness 
of the USD wi l l  reduce the group wide sales when reported in Austra l ian dol lars but 
is  not forecast to have an unfavourable effect on the bottom l ine. 

With our renewed focus and commitment to Research & Development we are 
making good progress with a number of the major R&D projects and plan to 
commercia l ise the f i rst  of these towards the end of the second half  of this f inancia l  
year.  

With regard to the balance sheet,  the Company has continued to reduce 
borrowings by a combinat ion of the $20 mi l l ion capita l  ra is ing received in August 
2007 and cont inued strong cash generat ion from operat ions. Cash wi l l  be expended 
during the restructure and relocat ion of the New Zealand manufactur ing operat ions 
over the next few months. As ide from this project which wi l l  incur approximately 
$2.5 mi l l ion of capita l  expenditure to complete the relocat ion of equipment, 
maintenance capita l  expenditure wi l l  remain wel l  below the annual depreciat ion 
charge of approximately $7 mil l ion. Inventory levels at the end of October are 
approximately $11mil l ion below the level at the same period last year,  part ly due 
to the 06/07 year end write down of approximately $4 mi l l ion, foreign exchange 
dif ferences of approximately $4 mi l l ion and improved inventory management of 
approximately $3 mi l l ion. 

The Company has commenced the implementat ion of a new global information 
system which is  now operat ional in Austra l ia.  The rol l  out to al l  sales and 
market ing regions is  planned to be completed in 2008. 
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The Company recent ly issued 700,000 performance r ights to the senior 
management team which forms an integral part of the Company’s remunerat ion 
pol icy. The performance r ights are al igned with the f inancia l  performance of the 
Company over the next three years. 

I would l ike to thank the whole team at Gale for their hard work and dedicat ion to 
the business in what have been extremely chal lenging t imes.  With the 
restructur ing work that has been completed and a more posit ive out look for the 
business, we can look forward to providing a more secure and rewarding 
environment for a l l  of our employees. 

As previously ment ioned, trading for the f irst four months of this f inancia l year is 
in l ine with our internal budget although our sales and prof its are skewed to the 
second half  of the year.   This is because our long establ ished Austra l ian and New 
Zealand businesses have a more even revenue stream throughout the year 
compared to our northern hemisphere businesses which are skewed towards reta i l  
sa les which occur mainly in the second half .    

Whi lst  we st i l l  have eight months of trading ahead of us and the business is doing 
everything i t  should to achieve our forecasts, some caut ion needs to be taken 
given the chal lenges emerging in the USA economy impacting the DIY market and 
polymer pr ices which are continuing to r ise and have spiked more recent ly.    

We wi l l  cont inue to monitor these two issues closely over the coming months. 
 
 
 
 
 
 
 

About Gale Pacific Limited 
Gale Pacific is a leading manufacturer and marketer of advanced polymer fabrics and related products 
with subsidiaries in the USA, Europe, UAE, New Zealand and China. 
 
For further information please contact Mr. Peter McDonald on (03) 9518 3352. 
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