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Wool Producer’s Candidates Policy
Statement

The candidates will progress the evolution of
the approach commenced by the Fulure
Directions Task Force report chaired by fan
McLachlan (now leader of the
Wooipraducer's Candidates)

The new Board will anly be responsible to
AW shareholders. 1t will not have an
obigation to any other group in the wool
industry.

The new Board will encourage Shareholders
to change the Constitution at the new AGM

so that

People with appropriate skills and
experience are encouraged 1o stand for

elaction as Directors.

Only 100 nominating signaturas of lavy
pavers will be required fora candidate o
stand for election.

Tha quorum for Board meetings will hea
majority of the Board membars and not the
current number of 2, including the GEO.

The new Board will respect the Constitution
in spirit and practice, with particular regard to
the rotation of one thirg of the altting
membars o face an efection annually.

The new Board will have Directors with the
characteristics and qualities required by the
Future Directions Task Force report.

The new board will review the 5-year
strategic plan immediately and report o
shareholders within 6 months.

Projects will be managed at arm's length by
AW as an R&D investor or on a royalty
nasis. Further subsidiary companies will not
be founded without publishing reasons and
timeframes.

The new Board wili ensure the
sesponsibiilies of AWl and of the WoalMark
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What AWI is doing

AW! has implemented the recommendations of the Future Directions Task Force
report. Mr Mclachlan has been repeatedly invited by AW to raspond o s
analysis of the report but has not done so, preferring to incorrectly claim in the
media that AW has not adhered fo it, AW released the Strategic Plan 2002.
2007 in June 2002 which incorporates AWI's strategy for implementing the
recommendations for the Future Directions Task Farce.

The AW! Board works hard {0 represent all shargholders of AW and involves a
number of represeniatives of shargholders in Hs decision making. The same
cannol be saig for the "Shareholder’s Candidatas”, who arg in reality the
candidates of the Wool Producers grower's group.

The composition of a board for any large public company is an extremely
important issue. The Beard did not ignore polentiai candidates for eiections to
the Board. it implemented its nomination procedurs and is confident that the
current Directors have the requisite skifis and experience.

The rule requiring 5% of shareholder signaiures for nomineas fo stand for
election was inciuded in the AW! constitution as part of the demerger of AWI! and
was nol imposed by the current Beard. it was implemented {0 ensure siability for
the Board and to avoid continual coups by a small percentage of shareholders.

The guorum for directors mestings in e AW constitution is 2 - consistent with
Australian corporate practice. To suggest that decisions are made by two
Directors shows ignorance of the decisions making process of Australian

companies.

The current Board compiies with the AW Constitution, The Wool Producer
candidates are inconsistent in their view of the AWI Constitution, On the one
hand they were critical when the Board imptemented the constiutional
requiremerts for the nomination of directors and on the other hand they suggest
that the Board is not implementing the constitutiona requiremsnts for the rotation
of directors, The constitution requires a minimum one third of non-executive
diractars to face election annually, The factis § of the 7 current directors are up
for re-alection at AW!'s first AGM.

The current Directors have the characteristics and qualities required by tha Task
Foree recommendations. {Ses recommendation 33.) The recommendations do
not require all Directors to be wool producers. AWl maintains close contact with
the Wool Advisory Group, which is made up of 17 wool producer representatives
from wool growing areas across Australia.

This policy should send major shock waves through the industry, 1t would require
all existing AW activities o be frozen, This will lead to serious relationship and
contractual issues for third parties who have entered info contracts with AWl in
good faith. All work to date wif be jsopardised. The $250,0CC spent on the
development of the current strategic plan, which has shareholder support, wilt be

wasted.

The use of the term: “arm’s length” is insidious and suggests improper dealings.
As a public company, AW! will have no credibility i€ it cannot negotfiate in strictly
confidantial terms on inftiatives like the formation of subsidiary companies. Tha
fz04 is that forming a company is often the most cost-effgctive way to control and

exploit intellectual property and generate income,

The responsibilities of AW are alreadty clear, public and transparent and AWI's
activities are designed to bensfit its shareholders. However, as the WoolMark




Wool Producer’s Candidates Policy
Statement

Company are claar, public and ransparent.
Their activities must benefit the shareholders

of both companies,

9.  The new Board will ensure that governance
and transparency to its sharehoiders is

paramount.

What AWl is doing

Company is not part of the AWt group, it is misleading to suggest that the Board
shouid conduct itself with regard to that company of its sharehoiders.

The current Board has consistently and publicly ensured that governance and
ransparency to ifs shareholders is paramount.,






