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FY11 Highlights 
 

 Second highest revenue and underlying profit in the company’s history 
 Highest reported profit  
 Annual dividend increased by 12.5% to 9 cents 
 Continued strength of gold detector sales 
 Radio Communications poised for significant growth 
 Strategic options for satellite products well progressed 
 Successfully transitioned to a new Managing Director 

 
Codan Limited (ASX: “CDA”) today announced an underlying net profit after tax of $23.4 
million from $169.6 million of revenue which is the second highest result ever achieved 
by the company. This compares to an underlying net profit after tax of $31.1 million in 
FY10 and $12.8 million in FY09. 
 
The reported net profit after tax for the year was $21.8 million which is a record 
performance for the company.  This compares to the previous year net profit after tax of 
$14.4 million. 
 
The company announced a final dividend of 5.0 cents per share fully franked, bringing 
the full year dividend to 9.0 cents compared to 8.0 cents for FY10, an increase of 
12.5%. 
 
The difference between the reported net profit after tax and the underlying net profit 
after tax is as a result of: 
 

 the profit recorded on the sale of the Codan Broadcast business of $0.7 million; 
 the sale of the minority interest investment held in GroundProbe Pty Ltd which 

resulted in a profit after tax of $4.1 million;  
 expenses associated with integration and restructuring activities of $1.1 million; 

and 
 non-cash impairment write-down of $6 million ($5.3 million tax effected) relating 

to goodwill and other intangible assets associated with the company’s satellite 
communications product group. 

 
Net borrowings decreased by approximately $5 million to $25 million, and the company 
has extended its $85 million debt facility to July 2014. 
 
The financial strength of the company has it well positioned for future acquisitions. 
 
With the retirement of Mike Heard in November 2010, the successful transition of 
Managing Director and Chief Executive Officer responsibilities to Donald McGurk has 
been completed. 



 
 

Codan Summary Financial Performance
    
 FY11 FY10 FY09

  $m % $m % $m %

Revenue         

Communication products     69.8   41%   70.1 37%  77.3   58%
Metal detection     92.1   54% 106.6 56%  41.7   32%
Other       7.7  5%   12.6   7%   13.4   10%
Total revenue    169.6 100% 189.3  100% 132.4 100%

        

Underlying business performance       

  EBITDA 44.0 26% 56.1 30%   29.4   22%

  EBIT 35.0 21% 45.8 24%   21.5   16%

  Net interest   (3.0)    (3.1)      (4.6)  

  Net profit before tax 32.0 19% 42.7 23%   16.9   13%

  Underlying net profit after tax 23.4 14% 31.1 16%   12.8   10%

        

Non-recurring income / (expenses) after tax:         

Sale of minority interest in GroundProbe Pty Ltd 4.1      

Sale of Codan Broadcast Products Pty Ltd 0.7      

Integration and restructuring expenses* (1.1)    (1.8)    (0.8)  

Impairment of satellite communications assets (5.3)  (14.9)    

       

Net profit after tax     21.8  14.4  12.0  

        

Underlying earnings per share, fully diluted 14.3 cents  18.8 cents  7.9 cents  

        

Dividend per share 9.0 cents  8.0 cents  6.5 cents  
* Integration and restructuring expenses following the acquisition of Minelab, Locus Microwave and 
divestment of non-core operations. 

 
Metal detection 
 
The success of the company in FY11 was again helped by very strong sales of gold 
detectors into North East Africa, however the launch of new and improved products, 
which have even deeper ground penetration, has further consolidated our position as 
the global supplier of choice and served to broaden the revenue base of this business 
and reduce reliance on this region. 
 
Strong gold detector sales were supplemented by high sales growth from our coin and 
treasure products in Europe and the US. This growth was generated from our extensive 
consumer marketing campaigns, which we continue to see as an important part of 
raising customer awareness of our world-leading metal detection products. 
 
We have invested significant engineering and sales resources to develop new markets 
for our gold detection machines and we are now starting to see the benefits from this 
activity. 
 
The countermine business performed well and has developed a strong sales pipeline, 
which has translated into a strong order book for FY12. 



Communications products 
 
Radio Communications (formerly referred to as HF) had a much stronger second half of 
FY11 and continues to improve its market position in the targeted global security, 
military and peacekeeping segments.   
 
As we enter FY12, we have a good order book and a strengthening sales pipeline for 
our radio communications products, which have positioned the business well for a 
strong year of growth. Our focus on providing communications solutions to our 
customers, which involves packaging third-party technology with our market-leading 
radio products, continues to see us gain share in our target markets. 
 
The company has just recently signed an important licence agreement with a leading 
provider of advanced technology for high frequency radio communication products.  
The licensed technology will allow Codan access to implementations of next-generation 
radio waveforms for high-speed data transmission, automatic link establishment and 
digital voice.  This technology acquisition will allow Codan to embed a broader array of 
features into our products.  
 
Business conditions remained difficult for our satellite communications products, which 
are all sold in USD.  The 26% increase in the Australian dollar against the USD during 
FY11 and  the ongoing nature of  consolidation in this industry has served to reduce our 
average selling price. The effect of these factors has caused us to recognise a non-cash 
impairment write-down of $5.3 million tax effected relating to goodwill and capitalised 
product development for products now deemed obsolete.  
 
Integration and restructuring 
 
The key activities undertaken over the year were as follows: 
 

 production of consumer metal detection machines has now been successfully 
transferred from Ireland to our outsourcing partner in Malaysia; 

 the land and buildings held in Ireland, which was a former manufacturing site for 
Minelab products, were sold at book value, generating a positive cash inflow of 
$0.6 million; 

 the sale of the Codan Broadcast business was completed in August 2010 for 
proceeds of $0.7 million; 

 the satellite communications operations in the United States were consolidated 
with Locus Microwave and we have continued to integrate these product groups; 
and  

 Parketronics, our contract manufacturing business, was divested during the 
second half of FY11. 

 
Outlook 
 
The fundamentals for both our metal detection and radio communications businesses 
remain strong and we are confident that the right steps are being taken to reposition our 
satellite communications division. 
 
The financial success of the company in recent years has enabled us to aggressively 
invest in new products and improve our global sales footprint.   This has resulted in 
increased market share from our existing markets and is creating new opportunities for 
us to continue to grow. 
 
We have stepped up our search for the right acquisitions that will profitably expand the 
Codan group into related businesses that leverage our core competencies. 
 



While we expect sales of gold detectors into North East Africa to soften, we are 
targeting for this to be offset by sales growth across all of our other product ranges.   
 
We have taken hedge cover for FY12 that limits the company’s exposure to the 
strengthening Australian dollar and we continue to manage and reduce the impact of our 
net exposure to the USD.  The hedging structure limits approximately 50% of our 
exposure at USD 1.07 and enables us to benefit from a falling Australian dollar down to 
USD 0.93. 
 
Over the past two years, the group has operated at profitability levels in excess of prior 
years and we expect that to continue.  While the present turmoil in world markets is a 
concern, Codan has a track record of delivering good profits and dividends in recent 
years and the business has been resourced to ensure that this continues. 
 
Results presentation and AGM 
Codan Limited’s financial year 2011 audited annual financial report is posted on the 
company’s website, www.codan.com.au  
 
The company will hold its Annual General Meeting in Adelaide at 11am on Wednesday, 
19th October at the Hilton Adelaide, 233 Victoria Square, Adelaide, South Australia. 
 
On behalf of the Board 

 
Michael Barton 
Company Secretary 
10 August 2011 
 
 
 
FOR ADDITIONAL INFORMATION, PLEASE CONTACT:- 
 
Donald McGurk     Michael Barton 
Managing Director & CEO    Company Secretary & CFO 
Codan Limited      Codan Limited 
(08) 8305 0392     (08) 8305 0392 
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For the year ended 30 June 2011 
 
 

ABN  Previous corresponding period 
77 007 590 605  30 June 2010 

 
 

Results for announcement to the market  $A’000

   

Revenue from ordinary activities Down 10.4% to 169,607

Profit from ordinary activities 
after tax attributable to members 

Up 51.4% to 21,792

Underlying profit after tax Down 24.8% to  23,412

     

Dividends Amount per security Franked amount per security 
at 30% tax 

Final dividend   5.0 cents   5.0 cents 

Interim dividend   4.0 cents   4.0 cents 

Record date for determining 
entitlements to dividends: 

15 September 2011  

Brief explanation of any figures disclosed above which is necessary to enable the figures to 
be understood: 

The profit from ordinary activity after tax of $21.8m includes gains on sale of investments of 
$4.8m but is after impairment of goodwill and intangibles totalling $5.3m and integration 
and restructuring expenses of $1.1m.   

The underlying net profit after tax before gains on sale of investments, impairment, 
integration and restructuring expenses, was $23.4m for FY11 compared with $31.1m in 
FY10 and $12.8m in FY09. 

The 30 June 2011 Financial Report and the Market Announcement dated 10 August 2011 
form part of and should be read in conjunction with this Preliminary Final Report (Appendix 
4E). 

This report is based on financial statements that have been audited.  The audit report is 
included in the 30 June 2011 Financial Report. 
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The directors present their report together with the financial statements of the group comprising Codan Limited (“the 

company”) and its subsidiaries for the financial year ended 30 June 2011 and the auditor’s report thereon. 

DIRECTORS 

The directors of the company at any time during or since the end of the financial year are: 

Name and qualifications Age Experience and special responsibilities 

Dr David Klingner B.Sc(Hons), 

PhD, FAusIMM 

Chairman, 

Independent Non-Executive 

Director 

 

67  Dr Klingner was appointed by the board as Chairman in May 2007.  Dr Klingner has 

been a director with Codan since December 2004.  Dr Klingner, a geologist, was 

previously employed by Rio Tinto, where he was engaged in a number of senior roles 

involving business leadership, project development and worldwide exploration activities, 

and where he gained extensive experience in the establishment and management of 

overseas operations.  He is a former chairman of Coal & Allied Industries Ltd, 

Bougainville Copper Limited and the World Coal Institute.  He was appointed as a 

director of Energy Resources of Australia Limited in July 2004 and is presently 

Chairman. 

Mr Donald McGurk HNC(Mech 

Eng), MBA 

Managing Director and Chief 

Executive Officer 

 

49 Mr McGurk was appointed to the board as Managing Director in November 2010 and 

has been a director since May 2010.  Mr McGurk joined the company in December 2000 

and had executive responsibility for group-wide manufacturing until his transition into the 

role of CEO.  In addition to his manufacturing role, from 2005 to 2007 Mr McGurk held 

executive responsibility for sales of the company’s communications products, and from 

2007 to 2010, executive responsibility for the business performance of the company’s 

HF radio products.  Mr McGurk came to Codan with an extensive background in change 

management applied to manufacturing operations, and held senior manufacturing 

management positions in several industries. 

Mr Peter Griffiths B.Ec (Hons), 

CPA, FAICD 
Independent Non-Executive 

Director 

69 Mr Griffiths was appointed to the Codan board in July 2001. He is a former senior 

executive of Coca-Cola Amatil Limited, with 10 years’ experience working in Central and 

Eastern Europe and South East Asia.  He has also held the positions of Company 

Secretary, Chief Financial Officer and Managing Director of C-C Bottlers Limited and 

held board positions in Australia, New Zealand and the USA.  He is a Certified Practising 

Accountant and a former President of the South Australian branch of the Financial 

Executives Institute, as well as State and Federal President of his industry association.  

Mr Griffiths has also been a director of several not-for-profit organisations. 

Mr David Klingberg AO FTSE, 

BTech(Civil), DUniSA, FIEAust, 

FAusIMM, FAICD 
Independent Non-Executive 

Director 

67 Mr Klingberg was appointed to the board in July 2005.  He is an engineer with extensive 

national and international experience, having been Managing Director of Kinhill Limited 

from 1986 to 1998.  Mr Klingberg was Chancellor of the University of South Australia for 

10 years, retiring in 2008.  His private sector and government appointments include 

Chairman of Centrex Metals Limited and Barossa Infrastructure Limited and 

directorships of Snowy Hydro Limited and E & A Limited.  He is a member of the Board 

of Renewables SA and a former chairman of the South Australian Premier’s Climate 

Change Council.  He is a patron of the Cancer Council of South Australia and the St 

Andrew’s Hospital Foundation. 
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DIRECTORS (continued) 

Name and qualifications 

 

Age 

 

Experience and special responsibilities 

Mr David Simmons BA (Acc) 

Independent Non-Executive 

Director 

 

 

 

57 Mr Simmons was appointed to the board in May 2008.  Mr Simmons has worked in the 
manufacturing industry throughout his career and has extensive financial and general 
management experience.  Mr Simmons joined Hills Industries Limited in 1984, where he 
was appointed Finance Director in 1987 and Managing Director in 1992.  He retired from 
Hills Industries Limited in June 2008.  He is Chairman of Commercial Motor Vehicles 
Group and Innovate SA.  He is a board member of Gunns Limited, Thomson Lawyers 
and Detmold Group.  He is a former chairman of the SA Government Economic 
Development Board and of Korvest Ltd. 

Lt-Gen Peter Leahy AC BA 

(Military Studies), MMAS, GAICD 

Independent Non-Executive 

Director 

58 Lieutenant General Peter Leahy was appointed to the board in September 2008.  He 

retired from the Army in July 2008 after a 37 year career and 6 years as Chief of Army.  

Since leaving the Army he has been appointed as Professor and Foundation Director of 

the National Security Institute at the University of Canberra.  He is a member of the 

Defence South Australia Advisory Board, a director of the Kokoda Foundation and a 

director of Electro Optic Systems Holdings Limited.   

Mr Scott Davies LLB 

Independent Non-Executive 

Director 

49 Mr Davies was appointed to the board in May 2011.  In July 2011 he was appointed to 

the position of Global Head of Infrastructure for AMP Capital Investors. Mr Davies was 

Chief Executive Officer of Macquarie Communications Infrastructure Group, a leading 

global provider of communications infrastructure, from 2002 to 2009.  Prior to that, Mr 

Davies held roles with Macquarie Capital and Hambros Bank, where he gained valuable 

experience in relation to business development and mergers and acquisitions.  Prior to 

that, Mr Davies practised as a commercial lawyer. 

Mrs Corinne Namblard PhD (Pol 

Sci), HEC CAP 

Independent Non-Executive 

Director 

55 Mrs Namblard was appointed to the board in August 2011.  Mrs Namblard has more 

than 30 years’ experience in large projects in finance, infrastructure and related 

industries and has worked in the United States of America, Canada, Australia and 

Europe.  During the 10 years prior to her appointment to Codan, Mrs Namblard was 

Chief Executive Officer of Galaxy Fund, a dedicated transportation infrastructure equity 

fund.  Mrs Namblard developed the fund from its inception in 2000.  Prior to that, she 

was Executive Vice President of leading international French engineering firm, Egis 

Group, and led their worldwide strategy and business development activities.  Prior to 

her time with Egis Group, Mrs Namblard spent 19 years with Banque Nationale de Paris.  

She was involved in capital market activities, mergers and acquisitions and project 

finance transactions, eventually becoming Vice President and Head of Financial 

Advisory in the Project Finance team.  Mrs Namblard has previously held a number of 

board positions including Flinders Ports Pty Ltd in Australia.    She has been a director of 

Qantas Airways Limited since June 2011.  

Mr Michael Heard BE (Hons), MBA, 

FIE Aust, CPEng 

Managing Director and Chief 

Executive Officer 

63 

 

 

 

 

 

Mr Heard retired from the company and the board in November 2010.  He was 

appointed to the board as Managing Director in 1991.  He was formerly General 

Manager and a director of Ribloc Group Ltd (civil engineering technology industry) and 

Chief Executive of Cheviot Manufacturing Pty Ltd (automotive components industry).  

Before that, Mr Heard held various engineering, marketing and management positions 

with CIG Ltd (now BOC Ltd) in Brisbane, the United Kingdom, Sydney and Adelaide.  Mr 

Heard is a director of the Leaders Institute of South Australia.  He is a former member of 

the Australian Space Council and the Australian National Telescope Steering 

Committee.  Mr Heard was the founding president of South Australia’s Electronics 

Industry Association (now Technology Industry Association) and Chairman of that 

association’s Industry Leaders Forum.  He is a former director of Amdel Limited.  
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DIRECTORS (continued) 

Name and qualifications 

 

Age 

 

Experience and special responsibilities 

Mr Brian Burns AM FCPA, FCIS, 

FAICD 

Non-Executive Director 

72 Mr Burns retired from the board on 30 June 2011.  He was appointed to the board in 

1996 (alternate director from 1990).  Mr Burns is a former managing director of B 

Seppelt & Sons Ltd and a former chairman of the South Australian Government-owned 

Institute of Medical and Veterinary Science and of Luminis Pty Ltd, the intellectual 

property commercialisation company of The University of Adelaide.  He is a former 

director of ASX listed companies National Foods Limited (1991 to 2003) and Select 

Harvests Limited (1999 to 2004).  He is a former director of Cascade Brewery Co. 

Limited and C-C Bottlers Limited.  He has served the accountancy profession as the 

South Australian president of CPA Australia and as a member of the Auditing Standards 

Board of the Australian Accounting Research Foundation. 

COMPANY SECRETARY 

Mr Michael Barton BA (Acc), CA 

Mr Barton was appointed to the position of company secretary in May 2008.  Reporting to the Chief Financial Officer, Mr 

Barton had the responsibility for the areas of Finance and Business Systems across the Codan group.  In September 

2009, Mr Barton was appointed to the position of Chief Financial Officer and Company Secretary, and has responsibility 

for the financial control and reporting across the Codan group.  Prior to joining Codan in May 2004, he was a senior 

manager with KPMG Chartered Accountants. 

DIRECTORS’ MEETINGS 

The number of directors’ meetings (of the company), and of meetings of board committees held, and the number of those 

meetings attended by each of the member directors during the financial year are: 

Director 

Board  

Meetings 

Board Audit, 

Risk and 

Compliance

Committee 

Meetings 

Remuneration 

Committee 

Meetings 

 A B  A B A B 

Dr G D Klingner 10 10    2 2 

Mr D S McGurk 

Mr P R Griffiths 

 8  

10   

10   

10 

 

 4 

 

4 

  

 

Mr D J Klingberg 10 10  3 4   

Mr D J Simmons 10 10   2 2 

Lt-Gen P F Leahy   9 10   2       2 

Mr S W Davies    2  2  1 1   

Mr M K Heard   4   4     

Mr B P Burns 

 

  10   10  4  4   

 
A – Number of meetings attended 

B – Number of meetings held during the time the director held office during the year 
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CORPORATE GOVERNANCE STATEMENT 

This statement outlines the main corporate governance practices in place throughout the financial year, which comply 

with the ASX Corporate Governance Council recommendations, unless otherwise stated. 

Board of directors 

Role of the board 

The board’s primary role is the protection and enhancement of long-term shareholder value. 

To fulfil this role, the board is responsible for the overall corporate governance of the group including formulating its 

strategic direction, approving and monitoring the annual plan, budget and capital expenditure, setting senior executive 

and director remuneration, establishing and monitoring the achievement of management’s goals and ensuring the 

integrity of risk management, internal control, legal compliance and management information systems.  It is also 

responsible for approving and monitoring financial and other reporting. 

The board has delegated responsibility for operation and administration of the Company to the managing director. 

Board processes 

To assist in the execution of its responsibilities, the board has established a Remuneration Committee and a Board 

Audit, Risk and Compliance Committee.  These committees have written mandates and operating procedures, which are 

reviewed on a regular basis.  The board has also established a framework for the management of the group, including a 

system of internal control, a business risk management process and the establishment of appropriate ethical standards. 

The full board currently holds ten scheduled meetings each year, plus strategy meetings and any extraordinary meetings 

at such other times as may be necessary to address any specific significant matters that may arise. 

The agenda for meetings is prepared in conjunction with the chairman, managing director and company secretary.  

Standing items include the managing director’s report, occupational health and safety report, financial reports, strategic 

matters, governance and compliance.  Submissions are circulated in advance.  Executives are regularly involved in 

board discussions and directors have other opportunities, including visits to business operations, for contact with a wider 

group of employees. 

Director and executive education 

The group has a process to educate new directors about the nature of the business, current issues, the corporate 

strategy and the expectations of the group concerning performance of directors.  Directors also have the opportunity to 

visit group facilities and meet with management to gain a better understanding of business operations.  Directors are 

given access to continuing education opportunities to update and enhance their skills and knowledge. 

The group also has a process to educate new executives upon taking such positions.  This process includes reviewing 

the group’s structure, strategy, operations, financial position and risk management policies.  It also familiarises the 

individual with the respective rights, duties, responsibilities and roles of the individual and the board. 

Independent professional advice and access to company information 

Each director has the right of access to all relevant company information and to the company’s executives and, subject to 

prior consultation with the chairman, may seek independent professional advice from a suitably qualified adviser at the 

group’s expense.  The director must consult with an adviser suitably qualified in the relevant field.  A copy of the advice 

received by the director is made available to all other members of the board.   
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CORPORATE GOVERNANCE STATEMENT (Continued) 

Board of directors (continued) 

Composition of the board 

The composition of the board is determined using the following principles: 

 a broad range of expertise both nationally and internationally; 

 a majority of non-executive directors; 

 directors having extensive knowledge of the company’s industries and/or extensive expertise in significant aspects of 

financial management or general management; 

 a non-executive director as chairman; 

 enough directors to serve on various committees without overburdening the directors or making it difficult for them to 

fully discharge their responsibilities; and 

 at each annual general meeting, one-third of the directors and any other director who has held office for three years 

or more since last being elected must stand for re-election (except for the managing director).  

An independent director is a director who is not a member of management (a non-executive director) and who: 

 holds less than five percent of the voting shares of the company and is not an officer of, or otherwise associated, 

directly or indirectly, with a shareholder of more than five percent of the voting shares of the company; 

 has not within the last three years been employed in an executive capacity by the company or another group 

member, or been a director after ceasing to hold any such employment; 

 within the last three years has not been a principal or employee of a material professional adviser or a material 

consultant to the company or another group member; 

 is not a material supplier or customer of the company or another group member, or an officer of or otherwise 

associated, directly or indirectly, with a material supplier or customer; 

 has no material contractual relationship with the company or another group member other than as a director of the 

company; and 

 is free from 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. 

The board is regularly addressing succession in order to ensure that its composition going forward is appropriate. 

Nomination committee 

The ASX Corporate Governance Council’s “Principles of Good Corporate Governance and Best Practice 

Recommendations” recommends the establishment of a nomination committee.  The role of nomination of proposed 

directors is conducted by the full board. 

Remuneration report - audited 

Remuneration Committee 

The Remuneration Committee reviews and makes recommendations to the board on remuneration packages and 

policies applicable to the managing director, senior executives and directors themselves.  It is also responsible for share 

schemes, incentive performance packages, superannuation entitlements, retirement and termination entitlements and 

fringe benefits policies. 
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CORPORATE GOVERNANCE STATEMENT (Continued) 

Remuneration report - audited (continued) 

Remuneration Committee (continued) 

The members of the Remuneration Committee during the year were: 

 Mr D J Simmons (Chairman) – Independent Non-Executive Director 

 Dr G D Klingner – Independent Non-Executive Director 

 Lt-Gen P F Leahy – Independent Non-Executive Director 

The managing director is invited to Remuneration Committee meetings, as required, to discuss executives’ performance 

and remuneration packages. 

Remuneration policies 

Key management personnel comprises the directors and executives of the group, including the five most highly 

remunerated executives.  Key management personnel have authority and responsibility for planning, directing and 

controlling the activities of the group.   

Remuneration levels are competitively set to attract and retain appropriately qualified and experienced executives.  The 

Remuneration Committee may obtain independent advice on the appropriateness of remuneration packages, given 

trends in comparative companies both locally and internationally.  Remuneration packages can include a mix of fixed 

remuneration and performance-based remuneration. 

The remuneration structures explained below are designed to attract suitably qualified candidates, and to effect the 

broader outcome of increasing the group’s net profit.  The remuneration structures take into account: 

 the overall level of remuneration for each director and executive; 

 the executive’s ability to control the relevant segment’s performance; and 

 the amount of incentives within each key management person’s remuneration. 

Certain executives may receive bonuses based on the achievement of performance hurdles.  The bonus is capped at 

60% of the executive’s fixed salary inclusive of superannuation. 

The performance hurdles relate to measures of profitability and working capital management and also the qualitative 

performance of the executive against objectives agreed as part of the budget and strategic planning processes. These 

performance conditions have been established to encourage the profitable growth of the group.  The board considered 

that for the year ended 30 June 2011 the above performance-linked remuneration structure was appropriate. 

Total remuneration for all non-executive directors, last voted upon by shareholders at the 2010 AGM, is not to exceed 

$850,000 per annum.  Non-executive directors do not receive any performance-related remuneration nor are they issued 

options on securities.  Directors’ fees cover all main board activities and membership of committees. 

Service contracts 

It is the group’s policy that service contracts for key management personnel are unlimited in term but capable of 

termination on 1 to 6 months’ notice, and that the group retains the right to terminate the contract immediately by making 

payment in lieu of notice.  The group has entered into a service contract with each key management person. 

The key management personnel are also entitled to receive on termination of employment their statutory entitlements of 

accrued annual and long service leave, as well as any entitlement to incentive payments and superannuation benefits. 
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CORPORATE GOVERNANCE STATEMENT (Continued) 

Remuneration report - audited (continued) 

Performance Rights 
 

At the 2004 AGM, shareholders approved the establishment of a Performance Rights Plan (Plan). The Plan is designed 

to provide executives with an incentive to maximise the return to shareholders over the long term, and to assist in the 

attraction and retention of key executives.  

The number of performance rights issued represents 40% of the executives’ fixed pay divided by the volume weighted 

average of the company’s share price in the five days after the release of the company’s annual results. 

Details of performance rights granted to executives during the year are as follows: 
 
 

 Number of 
performance 

rights 
granted 

during year 

Grant 
date 

Fair value 
per right 
at grant 

date  
(cents) 

Exercise 
price per 

right  
(cents) 

Expiry  
date 

Number of 
rights 
vested 
during 
year 

DIRECTORS       

Mr D S McGurk  
 

136,733 
 

14 December 2010 111.3 - 30 June 2014 - 

EXECUTIVES       

Mr P D Charlesworth   88,877 14 December 2010         111.3 - 30 June 2014 - 

Mr G K Shmith   68,367 14 December 2010         111.3 - 30 June 2014 - 

Mr M Barton            64,675 14 December 2010         111.3 - 30 June 2014 - 

 
 
The performance rights become exercisable if certain performance requirements are achieved. The performance 
requirements are based on growth of the group’s earnings per share over a three year period using the group’s earnings 
per share for the year ended 30 June 2010 as the base. For the maximum available number of performance rights to 
vest, the group’s earnings per share must increase in aggregate by at least 15% per annum over the three year period 
from the base earnings per share.  The threshold level of the group’s earnings per share before vesting is an increase in 
aggregate of 10% per annum over the three year period from the base earnings per share.  A pro-rata vesting will occur 
between the 10% and 15% levels of earnings per share for the three year period.   
 
If achieved, performance rights are exercisable into the same number of ordinary shares in the company.  
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CORPORATE GOVERNANCE STATEMENT (Continued) 
 
Remuneration report – audited (continued) 
 
Performance Rights (continued) 
 
 
Details of vesting profiles of performance rights granted to executives are detailed below: 
 
 

                              Performance rights granted 

Directors Number Date Percentage
vested in 

year 

Percentage  
forfeited in 

year 

Financial years in 
which shares will 
be issued if 
vesting achieved 

 

DIRECTORS      

Mr D S McGurk 146,667 11 November 2008 0% 0% 2012 

 132,850      23 October 2009 0% 0% 2013 

 136,733 14 December 2010 0% 0% 2014 

Mr M K Heard 320,000 11 November 2008 100% 0% 2011 

      289,855      30 October 2009 100% 0% 2011 

EXECUTIVES      

Mr P D Charlesworth 146,667 11 November 2008 0% 0% 2012 

 132,850      23 October 2009 0% 0% 2013 

   88,877 14 December 2010 0% 0% 2014 

Mr G K Shmith 120,000 11 November 2008 0% 0% 2012 

 108,696      23 October 2009 0% 0% 2013 

   68,367  14 December 2010 0% 0% 2014 

Mr M Barton        64,675    14 December 2010 0%         0% 2014 

 
Under the Performance Rights Plan rules, the board has the power to make a determination that some or all non-
qualifying performance rights may become qualifying performance rights in certain circumstances.  Upon his retirement 
on 18 November 2010, the board determined that Mr M K Heard’s 609,855 performance rights would immediately 
become qualifying performance rights, exercisable before 18 November 2011.  Mr Heard exercised his rights in 
December 2010 and shares were transferred to him in March 2011. 
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CORPORATE GOVERNANCE STATEMENT (Continued) 

Remuneration report - audited (continued) 

Directors’ and senior executives’ remuneration 

Details of the nature and amount of each major element of the remuneration paid or payable to each director of the company and each of the five named officers of the company and the 

group receiving the highest remuneration are: 

Directors 

 

Salary & 
fees 

Short 
term  

bonuses 

Non-
monetary 
benefits 

Post-
employment and 
superannuation 

contributions 

Other long 
term 

Performance 
rights 

Total 

Proportion of 
remuneration 
performance 

related 

Value of 
performance rights 

as proportion of 
remuneration  

 $ $ $ $ $ $ $ % % 

NON-EXECUTIVE           

Dr G D Klingner 2011 165,000 - - 14,850 - - 179,850 - - 

 2010 150,000 - - 13,500 - - 163,500 - - 

Mr P R Griffiths 2011 90,000 - - 8,100 - - 98,100 - - 

 2010 75,000 - - 6,750 - - 81,750 - - 

Mr D J Klingberg 2011 82,500 - - 7,425 - - 89,925 - - 

 2010 75,000 - - 6,750 - - 81,750 - - 

Mr D J Simmons 2011 87,500 - - 7,875 - - 95,375 - - 

 2010 75,000 - - 6,750 - - 81,750 - - 

Lt-Gen P F Leahy 2011 82,500 - - 7,425 - - 89,925 - - 

 2010 75,000 - - 6,750 - - 81,750 - - 

Mr S W Davies 2011 13,750 - - 1,237 - - 14,987 - - 

Mr B P Burns 2011 89,925 - - - - - 89,925 - - 

 2010 81,750 - - - - - 81,750 - - 

Total non- 

executives’ 

remuneration 

2011 

2010 

611,175 

531,750 

- 

- 

- 

- 

46,912 

40,500 

- 

- 

- 

- 

658,087 

572,250 

- 

- 

- 

- 
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CORPORATE GOVERNANCE STATEMENT (Continued) 

Remuneration report - audited (continued) 

Directors’ and senior executives’ remuneration (continued) 

 

Directors 

 

Salary & 
fees 

Short 
term  

bonuses 

Non-
monetary 
benefits 

Post-
employment and 
superannuation 

contributions 

Other long 
term 

Performance 
rights 

Total 

Proportion of 
remuneration 
performance 

related 

Value of 
performance rights 

as proportion of 
remuneration  

 $ $ $ $ $ $ $ % % 

           

EXECUTIVE           

Mr D S McGurk 2011 462,575 253,500 - 25,067 64,153 69,397 874,692 29.0 7.9 

 2010 292,584 96,300 - 13,791 15,573 98,866 517,114 18.6 19.1 

Mr M K Heard 2011 256,562 170,182 - 2,533 21,722 - 450,999 37.7 - 

 2010 617,374 370,500 - 14,461 27,859 297,291 1,327,485 27.9 22.4 

Total directors’ 

remuneration 

2011 

2010 

1,330,312 

1,441,708 

423,682 

423,682 

- 

- 

74,512 

68,752 

85,875 

43,432 

69,397 

396,157 

1,983,778 

2,416,849 

- 

- 

- 

- 

 
Mr Heard retired as a director on 18 November 2010, Mr Davies was appointed as a director on 1 May 2011 and Mr Burns retired as a director on 30 June 2011. 
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CORPORATE GOVERNANCE STATEMENT (Continued) 

Remuneration report - audited (continued) 

 Directors’ and senior executives’ remuneration (continued) 

Executive officers  
Salary & 

fees 
Short term 
bonuses 

Non-
monetary 
benefits 

Post-
employment and 
superannuation 

contributions 

Other long 
term 

Performance 
rights 

Total 

Proportion of 
remuneration 
performance 

related 

Value of 
performance 

rights as 
proportion of 
remuneration 

  $ $ $ $ $ $ $ % % 

Mr M Barton (Chief Financial 

Officer and Company Secretary) 

2011 221,561 141,900 - 18,993 8,430 16,659 407,543 34.8 4.1 

 2010 168,817 66,650 - 13,688 10,504 - 259,659 25.7 - 

Mr R R Carpenter (President 

and Executive General 

Manager, Satellite 

Communications) 

2011 102,016 33,000 2,295 - - - 137,311 24.0 - 

Mr P D Charlesworth (General 

Manager, Minelab) 

2011 308,583 195,000 - 15,200 12,053 57,070 587,906 33.2 9.7 

 2010 281,527 180,000 - 15,748 12,295 98,866 588,436 30.6 16.8 

Mr K J Kane (President and 

Executive General Manager, 

Radio Communications) 

2011 363,984 78,000 

 

42,383 - 3,881 - 488,248 16.0 - 

Mr G K Shmith (General 

Manager, Satellite 

Communications) 

2011 74,969 18,156 - 6,538 3,768 17,605 121,036 15.0 14.5 

 2010 226,826 62,500 - 20,036 8,609 80,890 398,861 15.7 20.3 

Total executive officers’ 

remuneration 

2011 

2010 

1,071,113 

677,170 

466,056 

309,150 

44,678 

- 

40,731 

49,472 

28,132 

31,408 

91,334 

179,756 

1,742,044 

1,246,956 

- 

- 

- 

- 
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CORPORATE GOVERNANCE STATEMENT (Continued) 
 

Remuneration report - audited (continued) 

Directors’ and senior executives’ remuneration (continued) 
 

Mr M Barton was appointed to the position of Chief Financial Officer and Company Secretary on 22 September 2009.  Mr 

K J Kane was appointed to the position of President and Executive General Manager, Radio Communications on 12 July 

2010.  Mr R R Carpenter was appointed to the position of President and Executive General Manager, Satellite 

Communications on 14 March 2011, replacing Mr G K Shmith who moved into a senior management role on 18 November 

2010.  

Short term incentive bonuses which vested during the year are as follows: Mr M K Heard 100%, Mr D S McGurk 97.5% 

(2.5% forfeited), Mr M Barton 100%, Mr R R Carpenter 100%, Mr P D Charlesworth 100%, Mr K J Kane 50% (50% 

forfeited) and Mr G K Shmith 47% (53% forfeited).  

The remuneration amounts disclosed above have been calculated based on the expense to the company for the financial 

year, therefore items such as annual leave and long service leave, taken and provided for, have been considered.  As a 

result the remuneration disclosed may not equal the salary package as agreed with the executive in any one year.   

Other than performance rights, no options or shares were issued during the year as compensation for any key 

management personnel.   

Corporate Performance 

As required by the Corporations Act 2001 the following information is presented: 

 2011 

$ 

2010  

$ 

2009 

$ 

2008 

$ 

2007 

$ 

Net profit after tax 21,792,328 14,394,218 12,006,000 1,009,000 11,239,000 

Dividends paid 13,952,408 11,490,222 10,532,955 10,532,955 10,532,955 

Change in share 

price at 30 June 

(0.26) 0.82 0.04 (0.34) 0.02 

The net profit after tax of $21.8 million was determined after deducting impairment write downs of $5.3 million after tax. 

Board Audit, Risk and Compliance Committee 

The Board Audit, Risk and Compliance Committee has a documented charter, approved by the board.  All members must 

be non-executive directors.  The chairman may not be the chairman of the board.  The committee advises on the 

establishment and maintenance of a framework of internal control and appropriate ethical standards for the management 

of the group.  

The members of the Board Audit, Risk and Compliance Committee during the year were: 

 Mr P R Griffiths (Chairman) – Independent Non-Executive Director 

 Mr B P Burns – Non-Executive Director (retired 30 June 2011) 

 Mr D J Klingberg – Independent Non-Executive Director 

 Mr S W Davies – Independent Non-Executive Director (appointed 1 May 2011)  

 

The external auditors, the managing director and the chief financial officer are invited to Board Audit, Risk and Compliance 

Committee meetings at the discretion of the committee.   



Directors’ report 
Codan Limited and its Controlled Entities 

   Page 13 

CORPORATE GOVERNANCE STATEMENT (continued) 

Board Audit, Risk and Compliance Committee (continued) 

The responsibilities of the Board, Audit, Risk and Compliance Committee include reporting to the board on: 

 reviewing the annual and half-year financial reports and other financial information distributed externally.  This includes 

approving new accounting policies to ensure compliance with Australian Accounting Standards and generally 

accepted accounting principles, and assessing whether the financial information is adequate for shareholder needs; 

 assessing management processes supporting external reporting; 

 assessing corporate risk assessment processes; 

 assessing the need for an internal audit function; 

 establishing procedures for selecting, appointing and, if necessary, removing the external auditor; 

 assessing whether non-audit services provided by the external auditor are consistent with maintaining the external 

auditor’s independence;  the external auditor provides an annual independence declaration in relation to the audit; 

 providing advice to the board in respect of whether the provision of the non-audit services by the external auditor is 

compatible with the general standard of independence of auditors imposed by the Corporations Act; 

 reviewing the nomination and performance of the external auditor;  

 assessing the adequacy of the internal control framework and the Company’s code of ethical standards; 

 monitoring the procedures to ensure compliance with the Corporations Act 2001 and the ASX Listing Rules and all 

other regulatory requirements; and 

 addressing any matters outstanding with auditors, Australian Taxation Office, Australian Securities and Investments 

Commission, ASX and financial institutions. 

The Board Audit, Risk and Compliance Committee reviews the performance of the external auditors on an annual basis 

and meets with them during the year to: 

 discuss the external audit plan, identifying any significant changes in structure, operations, internal controls or 

accounting policies likely to affect the financial statements and to review the fees proposed for the audit work to be 

performed; 

 review the half-year and preliminary final report prior to lodgement with the ASX, and any significant adjustments 

required as a result of the auditor’s findings, and to recommend board approval of these documents prior to 

announcement of results; 

 review the results and findings of the auditor, the adequacy of accounting and financial controls, and monitor the 

implementation of any recommendations made; and 

 as required, organise, review and report on any special reviews or investigations deemed necessary by the board. 

Risk management 

Material business risks arise from such matters as actions by competitors, government policy changes, the impact of 

exchange rate movements on the price of raw materials and sales, difficulties in sourcing raw materials, environment, 

occupational health and safety, property, product quality, interruptions to production, changes in international quality 

standards, financial reporting and the purchase, development and use of information systems. 
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CORPORATE GOVERNANCE STATEMENT (continued) 

Risk management (continued) 

Oversight of the risk management system 

The board has in place a number of arrangements and internal controls intended to identify and manage areas of 

significant business risk.  These include the establishment of committees, regular budget, financial and management 

reporting, established organisational structures, procedures, manuals and policies, external financial and safety audits, 

insurance programmes and the retention of specialised staff and external advisers.   

The Board Audit, Risk and Compliance Committee considers risk management in order to ensure risks are identified, 

assessed and appropriately managed.  The committee reports to the board on these matters on an ongoing basis.   

Risk management and compliance and control 

The group strives to ensure that its products are of the highest standard.  Towards this aim it has certification to AS/NZS 

ISO 9001 accreditation. 

The board is responsible for the overall internal control framework, but recognises that no cost-effective internal control 

system will preclude all errors and irregularities.  Comprehensive practices have been established to ensure: 

 capital expenditure and revenue commitments above a certain size obtain prior board approval; 

 financial exposures are controlled, including the use of derivatives; 

 occupational health and safety standards and management systems are monitored and reviewed to achieve high 

standards of performance and compliance with regulations; 

 business transactions are properly authorised and executed; 

 the quality and integrity of personnel; 

 financial reporting accuracy and compliance with the financial reporting regulatory framework; and 

 environmental regulation compliance. 

Quality and integrity of personnel 

Appraisals are conducted at least annually for all senior employees.  Training and development and appropriate 

remuneration and incentives with regular performance reviews create an environment of co-operation and constructive 

dialogue with employees and senior management. 

Financial reporting 

The managing director and the chief financial officer have provided assurance in writing to the board that the company’s 

financial reports are founded on a sound system of internal compliance and control and risk management practices which 

implement the policies adopted by the board.  This declaration includes stating that the financial reports present a true and 

fair view, in all material respects, of the company’s financial condition and operational results and are in accordance with 

relevant accounting standards.  This statement is required annually. 

Monthly actual results are reported against budgets approved by the directors and revised forecasts for the year are 

prepared regularly. 
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CORPORATE GOVERNANCE STATEMENT (Continued) 

Risk management (continued) 

Environmental regulation 

The group’s operations are not subject to significant environmental regulation under either Commonwealth or State 

legislation.  However the board believes that the group has adequate systems in place for the management of its 

environmental requirements and is not aware of any breach of those environmental requirements as they apply to the 

group. 

Internal audit 

The Board Audit, Risk and Compliance Committee is responsible for determining the need for an internal audit function for 

the group.  While the Committee has not implemented a formal internal audit function, it does initiate internal control 

projects by reference to the company’s risk register. 

Effectiveness of risk management 

The managing director and the chief financial officer have declared, in writing to the board, that the financial reporting risk 

management and associated compliance and controls have been assessed and found to be operating efficiently and 

effectively.  Operational and other compliance risk management processes have also been assessed and found to be 

operating efficiently and effectively.  All risk assessments covered the whole financial year and the period up to the signing 

of the annual financial report for all material operations in the group. 

Ethical standards 

All directors, managers and employees are expected to act with the utmost integrity and objectivity, striving at all times to 
enhance the reputation and performance of the group.  Every employee has a nominated supervisor to whom they may 
refer any issues arising from their employment.  The company continues to review and confirm its processes for seeking to 
ensure that it does not trade with parties proscribed due to illegal or undesirable activities.  

Conflict of interest 

Directors must keep the board advised, on an ongoing basis, of any interest that could potentially conflict with those of the 

company.  The board has developed procedures to assist directors to disclose potential conflicts of interest. 

Where the board believes that a significant conflict exists for a director on a board matter, the director concerned does not 

receive the relevant board papers and is not present at the meeting whilst the item is considered. 

Code of conduct 

The group has advised each director, manager and employee that they must comply with the entity’s code of conduct.  The 

code of conduct covers the following: 

 aligning the behaviour of the board and management with the code of conduct by maintaining appropriate core 

company values and objectives; 

 fulfilling responsibilities to shareholders by delivering shareholder value; 

 fulfilling responsibilities to clients, customers and consumers by maintaining high standards of professionalism, 

product quality and service; 

 acting at all times with fairness, honesty, consistency and integrity; 

 employment practices such as occupational health and safety and anti-discrimination; 

 responsibilities to the community, such as environmental protection; 
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CORPORATE GOVERNANCE STATEMENT (continued) 

Ethical standards (continued) 

Code of conduct (continued) 

 responsibilities to the individual in respect of the use of confidential information; 

 compliance with legislation including compliance in countries where the legal systems and protocols are significantly 

different from Australia’s; 

 conflicts of interest; 

 responsible and proper use of company property and funds; and 

 reporting of unlawful behaviour. 

Trading in general company securities by directors and employees 

The key elements of the company’s Share Trading Policy are: 

 identification of those restricted from trading – directors, officers, executives and senior managers may acquire shares 

in the company, but are prohibited from dealing in company shares: 

- except between twenty four hours and four weeks after the release of the half-year and annual results, the 

holding of the Annual General Meeting and following the release of an announcement that gives informative 

guidance on the company’s upcoming results; or 

- whilst in possession of price-sensitive information not yet released to the market; 

 raising the awareness of legal prohibitions in respect of insider trading;  

 prohibiting short-term or speculative trading in the company’s shares; and 

 identification of processes for unusual circumstances where discretion may be exercised in cases such as financial 

hardship. 

The policy also details the insider trading provisions of the Corporations Act 2001 and is reproduced in full on the 

Company’s website and in the group’s announcements provided to the ASX. 

Communication with shareholders 

The board provides shareholders with information in accordance with Continuous Disclosure requirements, which includes 
identifying matters that may have a material effect on the price of the company’s securities, notifying them to the ASX, 
posting them on the company’s website and issuing media releases. 

In summary, the Continuous Disclosure policy operates as follows: 

 the managing director and the chief financial officer and company secretary are responsible for interpreting the 

company’s policy and where necessary informing the board.  The chief financial officer and company secretary is 

responsible for all communications with the ASX.  Reportable matters are promptly advised to the ASX; 

 the annual report is provided via the company’s website and distributed to all shareholders who request a copy. It 

includes relevant information about the operations of the group during the year, changes in the state of affairs and 

details of future developments 

 the half-yearly report contains summarised financial information and a review of the operations of the group during the 

period. This review is sent to all shareholders.  The half-year reviewed financial report is lodged with the ASX, and 

sent to any shareholder who requests it; 
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CORPORATE GOVERNANCE STATEMENT (continued) 

Communication with shareholders (continued) 

 all announcements made to the market, and related information (including information provided to analysts or the 

media during briefings), is placed on the company’s website after they are released to the ASX; and 

 the full texts of notices of meetings and associated explanatory material are placed on the company’s website. 

All of the above information, including that of the previous years, is made available on the company’s website. 

The board encourages full participation of shareholders at the Annual General Meeting, to ensure a high level of 
accountability and identification with the group’s strategy and goals.  The external auditor is requested to attend the annual 
general meetings to answer any questions concerning the audit and the content of the auditor’s report. 

The shareholders are requested to vote on the appointment and aggregate remuneration of directors, the granting of 

options and shares to directors and changes to the Constitution.  A copy of the Constitution is available to any shareholder 

who requests it. 

OPERATING AND FINANCIAL REVIEW 

FY11 Highlights 

 Second highest revenue and underlying profit in the company’s history 

 Highest reported profit  

 Annual dividend increased by 12.5% to 9 cents 

 Continued strength of gold detector sales 

 Radio Communications poised for significant growth 

 Strategic options for satellite products well progressed 

 Successfully transitioned to a new Managing Director 
 
The board of Codan Limited (ASX: “CDA”) has announced an underlying net profit after tax of $23.4 million from $169.6 
million of revenue which is the second highest result ever achieved by the company. This compares to an underlying net 
profit after tax of $31.1 million in FY10 and $12.8 million in FY09. 

The reported net profit after tax for the year was $21.8 million which is a record performance for the company.  This 
compares to the previous year net profit after tax of $14.4 million. 

The company announced a final dividend of 5.0 cents per share fully franked, bringing the full year dividend to 9.0 cents 
compared to 8.0 cents for FY10, an increase of 12.5%. 

The difference between the reported net profit after tax and the underlying net profit after tax is as a result of: 

 the profit recorded on the sale of the Codan Broadcast business of $0.7 million; 

 the sale of the minority interest investment held in GroundProbe Pty Ltd which resulted in a profit after tax of $4.1 
million;  

 expenses associated with integration and restructuring activities of $1.1 million; and 

 non-cash impairment write-down of $6 million ($5.3 million tax effected) relating to goodwill and other intangible 
assets associated with the company’s satellite communications product group. 

 
Net borrowings decreased by approximately $5 million to $25 million, and the company has extended its $85 million debt 
facility to July 2014. 

The financial strength of the company has it well positioned for future acquisitions. 
 
With the retirement of Mike Heard in November 2010, the successful transition of Managing Director and Chief Executive 
Officer responsibilities to Donald McGurk has been completed. 



Directors’ report 
Codan Limited and its Controlled Entities 

   Page 18 

OPERATING AND FINANCIAL REVIEW (continued) 
 
FY11 Highlights (continued) 
 

Codan Summary Financial Performance
    
 FY11 FY10 FY09

  $m % $m % $m %

Revenue         

Communication products     69.8    41%   70.1 37%  77.3   58%
Metal detection     92.1    54% 106.6 56%  41.7   32%
Other       7.7  5%   12.6   7%   13.4   10%
Total Revenue    169.6 100% 189.3  100% 132.4 100%

        

Underlying business performance       

  EBITDA 44.0 26% 56.1 30%   29.4   22%

  EBIT 35.0 21% 45.8 24%   21.5   16%

  Net interest   (3.0)    (3.1)      (4.6)  

  Net profit before tax 32.0 19% 42.7 23%   16.9   13%

  Underlying net profit after tax 23.4 14% 31.1 16%   12.8   10%

        

Non-recurring income / (expenses) after tax:         

Sale of minority interest in GroundProbe Pty Ltd 4.1      

Sale of Codan Broadcast Products Pty Ltd 0.7      

Integration and restructuring expenses* (1.1)    (1.8)    (0.8)  

Impairment of satellite communications assets (5.3)  (14.9)    

       

Net profit after tax     21.8  14.4  12.0  

        

Underlying earnings per share, fully diluted 14.3 cents   18.8 cents  7.9 cents  

        

Dividend per share  9.0 cents
 

8.0 cents 
 

6.5 cents  

* Integration and restructuring expenses following the acquisition of Minelab, Locus Microwave and divestment of non-core 

operations. 

Metal detection 

The success of the company in FY11 was again helped by very strong sales of gold detectors into North East Africa, 
however the launch of new and improved products, which have even deeper ground penetration, has further consolidated 
our position as the global supplier of choice and served to broaden the revenue base of this business and reduce reliance 
on this region. 

Strong gold detector sales were supplemented by high sales growth from our coin and treasure products in Europe and the 
US. This growth was generated from our extensive consumer marketing campaigns, which we continue to see as an 
important part of raising customer awareness of our world-leading metal detection products. 

We have invested significant engineering and sales resources to develop new markets for our gold detection machines and 
we are now starting to see the benefits from this activity. 

The countermine business performed well and has developed a strong sales pipeline, which has translated into a strong 
order book for FY12. 
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OPERATING AND FINANCIAL REVIEW (continued) 
 
Communications products 
 
Radio Communications (formerly referred to as HF) had a much stronger second half of FY11 and continues to improve its 
market position in the targeted global security, military and peacekeeping segments.   

As we enter FY12, we have a good order book and a strengthening sales pipeline for our radio communications products, 
which have positioned the business well for a strong year of growth. Our focus on providing communications solutions to 
our customers, which involves packaging third-party technology with our market-leading radio products, continues to see us 
gain share in our target markets. 

The company has just recently signed an important licence agreement with a leading provider of advanced technology for 
high-frequency radio communication products.  The licensed technology will allow Codan access to implementations of 
next-generation radio waveforms for high-speed data transmission, automatic link establishment and digital voice.  This 
technology acquisition will allow Codan to embed a broader array of features into our products.  

Business conditions remained difficult for our satellite communications products, which are all sold in USD.  The 26% 
increase in the Australian dollar against the USD during FY11 and  the ongoing nature of  consolidation in this industry has 
served to reduce our average selling price. The effect of these factors has caused us to recognise a non-cash impairment 
write-down of $5.3 million tax effected relating to goodwill and capitalised product development for products now deemed 
obsolete.  

Integration and restructuring 

The key activities undertaken over the year were as follows: 

 production of consumer metal detection machines has now been successfully transferred from Ireland to our 
outsourcing partner in Malaysia; 

 the land and buildings held in Ireland, which was a former manufacturing site for Minelab products, were sold at book 
value, generating a positive cash inflow of $0.6 million; 

 the sale of the Codan Broadcast business was completed in August 2010 for proceeds of $0.7 million; 

 the satellite communications operations in the United States were consolidated with Locus Microwave and we have 
continued to integrate these product groups; and  

 Parketronics, our contract manufacturing business, was divested during the second half of FY11. 
 
Outlook 

The fundamentals for both our metal detection and radio communications businesses remain strong and we are confident 
that the right steps are being taken to reposition our satellite communications division. 

The financial success of the company in recent years has enabled us to aggressively invest in new products and improve 
our global sales footprint.   This has resulted in increased market share from our existing markets and is creating new 
opportunities for us to continue to grow. 

We have stepped up our search for the right acquisitions that will profitably expand the Codan group into related 
businesses that leverage our core competencies.  
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OPERATING AND FINANCIAL REVIEW (continued) 
 
Outlook (continued) 

While we expect sales of gold detectors into North East Africa to soften, we are targeting for this to be offset by sales 
growth across all of our other product ranges.   

We have taken hedge cover for FY12 that limits the company’s exposure to the strengthening Australian dollar and we 
continue to manage and reduce the impact of our net exposure to the USD.  The hedging structure limits approximately 
50% of our exposure at USD 1.07 and enables us to benefit from a falling Australian dollar down to USD 0.93. 

Over the past two years, the group has operated at profitability levels in excess of prior years and we expect that to 
continue.  While the present turmoil in world markets is a concern, Codan has a track record of delivering good profits and 
dividends in recent years and the business has been resourced to ensure that this continues. 

 

DIVIDENDS 

Dividends paid or declared by the company to members since the end of the previous financial year were: 

 Cents 

per 

share 

Total 

amount

$000 

 

 

Franked 

 

 

Date of payment 

DECLARED AND PAID DURING THE 

YEAR ENDED 30 JUNE 2011: 

   

Final 2010 ordinary 4.5 7,387 100% 1 October 2010 

Interim 2011 ordinary 4.0 6,566 100% 1 April 2011 

DECLARED AFTER THE END OF THE 

YEAR: 

   

Final 2011 ordinary 5.0 8,207 100% 3 October 2011 

 

All dividends paid or declared by the company since the end of the previous financial year were fully franked. 

EVENTS SUBSEQUENT TO REPORTING DATE 

In the interval between the end of the financial year and the date of this report there has not arisen any item, transaction or 

event of a material and unusual nature likely, in the opinion of the directors of the company, to affect significantly the 

operations of the group, the results of those operations, or the state of affairs of the group, in future financial years. 

LIKELY DEVELOPMENTS 

The group will continue to pursue its policy of increasing the profitability and market share of its major business sectors 

during the next financial year. 

Further information about likely developments in the operations of the group and the expected results of those operations 

in future financial years has not been included in this report because disclosure of the information would be likely to result 

in unreasonable prejudice to the group. 
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DIRECTORS’ INTERESTS 

The relevant interest of each director in the shares issued by the company as notified by the directors to the Australian 

Securities Exchange in accordance with S205G(1) of the Corporations Act 2001, at the date of this report is as follows: 

  
Ordinary  
shares 

Dr G D Klingner  467,840 

Mr D S McGurk  1,000 

Mr P R Griffiths  138,065 

Mr D J Klingberg  66,765 

Mr D J Simmons  - 

Lt-Gen P F Leahy  44,065 

Mr S W Davies  - 

Mrs C Namblard  - 

   

INDEMNIFICATION AND INSURANCE OF OFFICERS  

Indemnification 

The company has agreed to indemnify the current and former directors and secretaries of the company and certain 

controlled entities against all liabilities to another person (other than the company or a related body corporate) that may 

arise from their position as directors and secretaries of the company and its controlled entities, except where the liability 

arises out of conduct involving a lack of good faith.  The Deed of Access, Indemnity and Insurance stipulates that the 

company and certain controlled entities will meet the full amount of any such liabilities, including costs and expenses. 

Insurance premiums 

The directors have not included details of the nature of the liabilities covered or the amount of the premium paid in respect 

of the directors’ and officers’ liability and legal expenses insurance contracts, as such disclosure is prohibited under the 

terms of the contract. 

 

NON-AUDIT SERVICES 

During the year KPMG, the company’s auditor, has performed certain other services in addition to their statutory duties. 

The board has considered the non-audit services provided during the year by the auditor and is satisfied that the provision 

of those non-audit services during the year by the auditor is compatible with, and did not compromise, the auditor 

independence requirements of the Corporations Act 2001 for the following reasons: 

 all non-audit services were subject to the corporate governance procedures adopted by the company and have been 

reviewed by the Board Audit, Risk and Compliance Committee to ensure that they do not have an impact on the 

integrity and objectivity of the auditor; and 

 the non-audit services provided do not undermine the general principles relating to auditor independence as set out in 

APES 110 Code of Ethics for Professional Accountants, as they did not involve reviewing or auditing the auditor’s own 

work, acting in a management or decision-making capacity for the company, acting as an advocate for the company or 

jointly sharing risks and rewards. 

Refer page 23 for a copy of the auditor’s independence declaration as required under Section 307C of the Corporations 

Act. 
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NON-AUDIT SERVICES (continued) 

 

Details of the amounts paid or payable to the auditor of the company, KPMG, and its related practices for audit and non-

audit services provided during the year are set out below.  

 Consolidated 

        2011 

       $ 

       2010 

      $ 

STATUTORY AUDIT    

 Audit and review of financial reports (KPMG Australia) 180,850  194,830 

 Audit of financial reports (overseas KPMG firms) 36,948  64,097 

 217,798  258,927 

    

SERVICES OTHER THAN STATUTORY AUDIT    

Other assurance services    

 Due diligence and corporate finance services 47,338  57,727 

 Other 33,043  3,453 

Other services    

 Taxation compliance services (KPMG Australia) 116,984   98,223 

 Taxation compliance services (overseas KPMG firms) 178,242  213,973 

 375,607  373,376 

    

ROUNDING OFF 

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, amounts in the financial report and directors’ report have been rounded off to the nearest thousand dollars, unless 

otherwise stated. 

This report is made with a resolution of the directors: 

 
 
   

Dr D Klingner  

Director  

 

D S McGurk  

Director 

Dated at Newton this 10th day of August 2011. 
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ABCD 

KPMG, an Australian partnership and a member firm of the KPMG network 
of independent member firms affiliated with KPMG International, a Swiss cooperative. 

Lead Auditor’s Independence Declaration under Section 307C of the Corporations Act 2001 

To: the directors of Codan Limited 

I declare that, to the best of my knowledge and belief, in relation to the audit for the financial 
year ended 30 June 2011 there have been: 

(i) no contraventions of the auditor independence requirements as set out in the 
Corporations Act 2001 in relation to the audit; and 

(ii) no contraventions of any applicable code of professional conduct in relation to the 
audit. 

 

 

KPMG 

 

 
N. T. Faulkner 
Partner 

Adelaide 

10 August 2011 
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DIRECTOR’S DECLARATION 
Codan Limited and controlled entities 

 

In the opinion of the directors of Codan Limited (“the Company”): 

(a) the consolidated financial statements and notes, set out on pages 24 to 61, are in accordance 

with the Corporations Act 2001, including: 

(i) giving a true and fair view of the financial position of the consolidated entity as at 30 June 

2011 and its performance, as represented by the results of its operations and its cash 

flows, for the financial year ended on that date; and 

(ii) complying with Australian Accounting Standards and the Corporations Regulations 2001; 

and 

(b) the financial report also complies with International Financial Reporting Standards as disclosed in 

Note 1(A); 

(c) the remuneration disclosures that are contained in the Remuneration report in the Directors’ 

report comply with Australian Accounting Standards AASB 124 Related Party Disclosures, the 

Corporations Act 2001 and the Corporations Regulations 2001; 

(d) there are reasonable grounds to believe that the company will be able to pay its debts as and 

when they become due and payable; 

(e) there are reasonable grounds to believe that the company and the group entity identified in Note 

34 will be able to meet any obligations or liabilities to which they are or may become subject to by 

virtue of the Deed of Cross Guarantee between the company and the group entity pursuant to 

ASIC Class Order 98/1418; 

(f) the directors have been given the declaration required by Section 295A of the Corporations Act 

2001 from the chief executive officer and the chief finance officer for the financial year ended 30 

June 2011.   

 
Dated at Newton this 10th day of August 2011. 
 
 
Signed in accordance with a resolution of the directors: 
 
 
 
 
 
 
 
 
____________________________ ____________________________ 
Dr D Klingner D S McGurk 
Director Director 
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KPMG, an Australian partnership and a member firm of the KPMG network 
of independent member firms affiliated with KPMG International, a Swiss cooperative. 

Independent auditor’s report to the members of Codan Limited 

Report on the financial report 
We have audited the accompanying financial report of Codan Limited (the company), which 
comprises the consolidated balance sheet as at 30 June 2011 and consolidated income statement 
and consolidated statement of comprehensive income, consolidated statement of changes in 
equity and consolidated statement of cash flows for the year ended on that date, notes 1 to 35 
comprising a summary of significant accounting policies and other explanatory information and 
the directors’ declaration of the Group comprising the company and the entities it controlled at 
the year’s end or from time to time during the financial year. 

Directors’ responsibility for the financial report  

The directors of the company are responsible for the preparation of the financial report that gives 
a true and fair view in accordance with Australian Accounting Standards and the Corporations 
Act 2001 and for such internal control as the directors determine is necessary to enable the 
preparation of the financial report that is free from material misstatement whether due to fraud or 
error. In note 1(a), the directors also state, in accordance with Australian Accounting Standard 
AASB 101 Presentation of Financial Statements, that the financial statements of the Group 
comply with International Financial Reporting Standards. 

Auditor’s responsibility 

Our responsibility is to express an opinion on the financial report based on our audit. We 
conducted our audit in accordance with Australian Auditing Standards. These Auditing 
Standards require that we comply with relevant ethical requirements relating to audit 
engagements and plan and perform the audit to obtain reasonable assurance whether the financial 
report is free from material misstatement.  

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial report. The procedures selected depend on the auditor’s judgement, 
including the assessment of the risks of material misstatement of the financial report, whether 
due to fraud or error. In making those risk assessments, the auditor considers internal control 
relevant to the entity’s preparation of the financial report that gives a true and fair view in order 
to design audit procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of accounting 
estimates made by the directors, as well as evaluating the overall presentation of the financial 
report.  

We performed the procedures to assess whether in all material respects the financial report 
presents fairly, in accordance with the Corporations Act 2001 and Australian Accounting 
Standards, a true and fair view which is consistent with our understanding of the Group’s 
financial position and of its performance.  

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 
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Independence 

In conducting our audit, we have complied with the independence requirements of the 
Corporations Act 2001.  

Auditor’s opinion 
In our opinion: 

(a) the financial report of the Group is in accordance with the Corporations Act 2001, including:   

(i) giving a true and fair view of the Group’s financial position as  
            at 30 June 2011 and of its performance for the year ended on that date; and  

(ii) complying with Australian Accounting Standards  and the Corporations Regulations  
  2001. 

(b) the financial report also complies with International Financial Reporting Standards as 
disclosed in note 1(a).  

Report on the remuneration report 

We have audited the Remuneration Report included in pages 5 to 12 of the directors’ report for 
the year ended 30 June 2011.  The directors of the company are responsible for the preparation 
and presentation of the remuneration report in accordance with Section 300A of the 
Corporations Act 2001. Our responsibility is to express an opinion on the remuneration report, 
based on our audit conducted in accordance with auditing standards. 

Auditor’s opinion 

In our opinion, the remuneration report of Codan Limited for the year ended 30 June 2011 
complies with Section 300A of the Corporations Act 2001. 

 

 

KPMG 

 

 
N. T. Faulkner 
Partner 

Adelaide 

10 August 2011 




