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AgResearch

AgResearch is New Zealand’s largest Crown Research Institute. As an independent, Crown-owned research and development
company with the Minister of Finance and the Minister of Research, Science and Technology as shareholders, AgResearch is
owned by the people of New Zealand and works for the benefit of New Zealand.

AgResearch’s mission is to create sustainable wealth in New Zealand’s pastoral and technology sectors through focusing science
and technology on 2020 Science encompassing the dairy, meat and textile industries, the biophysical environment, the
relationship between agriculture and society, and the necessary, underpinning biotechnologies. This is done by creating real
opportunities, solving real problems and ensuring real-world application of science and technology with internationally excellent
competencies in research, development, application and commercialisation.

Our vision is to be the world’s foremost pastoral sector research and development organisation. We are the engine of the pastoral
sector.

AgResearch comprises three Science Groups, the Commercial Services Group and business units that deal with corporate
governance and provide corporate services. We employ over 1000 staff at four campuses. The Corporate Office is based at our
Ruakura campus, Hamilton.

The Commercial Services Group aims to facilitate the growth of revenue streams from commercial clients via the provision of
services to third parties or from the transfer of intellectual property to external agencies. Its main driver is to forge key partnerships
with industry partners to maximise the synergies that exist between AgResearch as a science provider and companies active in
the market place. Full commercial potential is achieved through the Commercial Services group and a number of subsidiary and
associate companies as well as joint ventures.

Work that AgResearch does includes:
Agriculture & Environment Group

e Developing profitable and environmentally sustainable agricultural production systems, through research into farm systems,
animal production, management practices and system designs, including considering the integration of new technologies into
specific production systems.

e Developing new and improved animal health therapies, including treatments for control of internal parasites in grazing
livestock, vaccines for infectious diseases, with considerable focus on tuberculosis and Johnes Disease, and antibiotic
alternatives.

e |dentifying land uses that will achieve sustainable growth in the pastoral sector within the constraints of national and
international protocols. This includes the soil-plant processes and animal interaction.

Developing diagnostic tests to enable animal selection and management for disease control.

Developing management solutions for nutrient, pathogen and gaseous emissions to ensure healthy ecosystems, both at a
farm and catchment (district) level.

Formulating mitigation strategies for greenhouse gases produced by grazing ruminants.

Applying social research around bioethics, change behaviour and relationship alignment to develop plans and processes that
initiate, support and prepare people for change, such as adoption of leading-edge technologies, policy and compliance.

e Formulating scientifically-proven codes of practice, that are acceptable to consumers, to protect the welfare of farmed
animals.

e Understanding weed and pest population dynamics and their relationship with their host, enabling solutions for management
or eradication of invasive weeds and pest to be developed, including technologies which enhance biosecurity.

e Exploring the potential of microbes as biocontrol agents against pests, including the use of biopolymer technology as a
delivery vehicle.

Applied Biotechnologies Group

e Discovering and understanding genes in plants and endophytes, providing a strong base to leverage off new product
opportunities.
Applying plant functional genomics knowledge for novel developments, such as plant biomembrane technologies.
Discovering and characterising the clover and ryegrass genomes.
Developing improved ryegrasses, clovers and endophyte products, including plants for environmental management.
Identifying key genes responsible for superior productivity of elite livestock, allowing breeders and industry to screen for
superior animals and use them preferentially in breeding programmes and supply chains.
¢ Developing genomic technologies such as transgenics and cloning, offering potential for step changes in genetic improvement
(as versus incremental improvements by traditional methods of animal selection and breeding).
e Determining the underlying mechanisms of muscle growth and wasting and applying this knowledge to both livestock
production and human health therapies.
Understanding the biological processes controlling wool and hair growth and developing ways to exploit these.
Applying understanding of reproduction to generate novel solutions for enhancing livestock fertility, management of wildlife
pests and contraception in humans.
¢ Developing and managing bioinformatics tools to facilitate this research.
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e Developing mathematical models to aid scientific understanding and business decision-making in complex systems within
genomics, physiology, ecology, agro-ecosystems and agribusiness value chains.
e Extracting, identifying and characterising valuable bioactives from deer antler velvet.

Food & Textiles Group

Applying science and engineering to the world of carpets and textiles for fashion and industrial applications.
Applying an understanding of ruminant nutrition to develop nutritional guidelines and solutions for improved productivity.
Providing product and process development, and evaluation services, in the fields of fibre, textiles and related consumer and
industrial products.
Formulating mitigation strategies for greenhouse gases produced by grazing ruminants.
Providing technology and technical services to the global carpet and rug sector, focusing on wool-based floor coverings.
Developing human health therapeutics derived from livestock products, including wound-healing products from deer velvet
and antimicrobials from milk and rumen microbes.

e Offering sophisticated research and development services in the fields of engineering, bio-materials, and textiles-based niche
medical and health applications.

e Developing added-value foods derived from livestock products, including nutrigenomics - those that meet specific nutritional
requirements of human genetic conditions.

e Providing expert textile and carpet-related technical consultancy, information, and education services, and managing key
relationships with other technical authorities around the world.

e Providing tools to assist with quality assurance to meet customer expectations for desirability and safety of animal products,
such as measurement of desirable food characteristics, diagnostic tests, predictive models and traceability tools. Such tools
will improve decision making, efficiency and product quality of value chains and can also help resolve biosecurity issues.
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Chair's Report

The past year has seen a rapidly changing global agribusiness and economic landscape. We have gone from celebrating record
returns for dairy exports and commiserating on poor sheep meat prices, to something of a reversal.

Throughout New Zealand, the pain wrought by difficult times has been real and widespread. AgResearch has not been immune to
this recessionary climate, and has responded realistically. Without access to sufficient funding to maintain staff complement, a
number of positions were unfortunately lost. However, the Board is confident the Institute has met the challenge of preserving its
core scientific capabilities and services.

These harsh times have underscored the importance of the pastoral sector to our economy and the critical role science plays in its
future growth. This has been recognised in investments like the Invermay Christie Centre for reproductive and genomic research,
and the $190 million Government commitment to primary industry R&D during very tight fiscal times.

In seeking new and better ways to research and transfer knowledge to benefit land-based industries, AgResearch and Lincoln
University explored a potential merger. Cost implications meant this initiative was not consummated as initially envisaged, but the
process has resulted in strong relationships at various levels, and areas identified where our forces can be readily combined for
mutual benefit. Combining capabilities will offer greatly enhanced opportunities for obtaining lucrative off-shore contracts, in
research and teaching.

AgResearch is not new to such ventures. In the last five years it has greatly expanded its arrangements, commercial and
otherwise, with domestic and international institutions. In forging its new partnership relationship with Lincoln, AgResearch is
showing that it is ready and willing to engage widely to create a world-class virtual pastoral university to benefit the sector, and
New Zealand.

This year we lose three experienced Board members in Dr Robert Welch, Graham Fraser and Richard Davidson. Each has made
an outstanding contribution to the Board and the business of the organisation. | am grateful for their guidance and support,
together with that of the other Board members, during my first year as Chairman.

| would like to acknowledge and thank our Chief Executive Dr Andrew West and his team of scientific, technical and support staff

for all their work during a challenging year. They are truly the heart of this organisation, and New Zealand is fortunate to have
such a committed group of people that enables AgResearch to punch above its weight internationally.

Sam Robinson
Chair
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Chief Executive's Report

| thank all the staff of AgResearch and its subsidiaries and joint ventures for their contribution to the New Zealand pastoral sector
and to AgResearch.

It was a difficult financial year during which we reduced staff numbers through attrition, severance and redundancy by 53 full-time
equivalent staff. At year end we made a net ‘loss’ after tax of $754,000. Of some encouragement, our earnings before interest,
reinvestment, restructuring and tax were $9 million (50% up on last year), representing a 6% gross margin, achieved through 4%
operating revenue growth and 2% operating expenditure growth. The reinvestment amount mainly comprised investment in
commercialisation and collaborative relationships.

Commercialisation highlights included the formation of ParaCo, a subsidiary developing early stage anthelmintic molecules to
control livestock parasites, and the creation of VerifiTT, a partnership with domestic investors that will soon introduce traceability
technology into woollen carpets with Elders. Elders believes that VerifiTT will help double the return to farmers per kilo of strong
wool. AgResearch largely internally funded its development. Similarly, AgResearch invested $450,000 on collaboration with the
Universities of Otago and Auckland, the former in a matched research fund and the latter on creating a “Pastoral Foods for Human
Health Research Centre”. Nevertheless, we continued to reduce our commercialisation and public good activities (50% down on
2006) and one, particularly poignant, loss was removal of our education service where we had worked with many thousands of
secondary school students in biology to wide acclaim by teachers and Principals.

The operating environment was tough, with a continued fall in sheep numbers and hence levy money for R&D, and with a fall in
the dairy payout. The anticipated Fast Forward Fund was disestablished to later be replaced by the Primary Growth Partnership,
a welcome commitment to R&D supporting the primary industries. However, two years of delay in spending new money is
exacting an increasing cost on AgResearch, especially when in real terms funding from the Foundation for Research, Science and
Technology has declined over recent years. Correspondingly, not only did we lose staff we also focused hard on internal efficiency
gains, including a state-of the art upgrade to our video conferencing system and better project management and time recording by
scientists

The second half of the year was dominated by our proposal with Lincoln University to merge and create a genuinely world-leading,
research intensive university focused on New Zealand’s most important industries — those associated with the land (including
tourism). The merger failed because between us we had insufficient of our own funds to meet one-off merger costs and some
increased operating costs. The country will not enjoy the benefit of this merger, which was likely to rapidly be worth an additional
$200 million of income each year to farmers. However, our two institutions will now work more closely to secure some of that
benefit. Also disappointing was the High Court finding against the Environmental Risk Management Authority’s decision to
consider AgResearch’s applications on transgenic animal research.

There were many highlights in the year. The best was commissioning our Centre of Reproduction and Genomics with The
University of Otago on our Invermay campus. We spent $15 million on this wonderful laboratory, which was built on time and
under budget. We also invested $6 million (about two thirds of which was in 2008/09) in converting our Tokanui research farm to
dairying, including highly-sophisticated, scientific infrastructure to help create the high-value dairy industry of the future. Another
highlight was our joint hosting with the Australian CSIRO of “The Horizons in Livestock Agriculture Conference” in Christchurch,
which identified just how fast global agriculture is changing. With this opportunity in mind, AgResearch expanded its focus on
China, India and Chile as we sought to improve revenue growth. We also grew our commercial relationships with multinationals,
including CRV Delta and MARS. This was achieved on the back of a significant increase in measured client satisfaction, from 45%
of clients rating us as excellent to 76%.

Finally, we produced some wonderful science. The full sequence of the Bovine genome was published in Science; AgResearch
played a major part in this. We also helped sequence the Ovine genome. We produced high sugar and high lipid GM ryegrasses;
deep-rooting white clover hybrids and highly digestible lucerne. We discovered a new mechanism by which fungi grow and we
discovered exactly how ryegrass staggers damages livestock at the cellular level. These are just a few examples.

s W

Dr Andrew West
Chief Executive
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Statement of Accounting Policies
For the year ended 30 June 2009

The results of any subsidiaries that become or cease to be part of the Group during the year are consolidated from the date that
control commenced or until the date that control ceased.

The interest of minority shareholders is stated at the minority’s proportion of the fair values of the identifiable assets and liabilities
recognised on acquisition together with the minority interests’ share of post acquisition surpluses.

All inter-company transactions, balances and unrealised profits are eliminated on consolidation.
Investments in subsidiaries are recorded at cost in the Company’s financial statements.
A list of subsidiaries appears in Note 19.

Investments in Associates
An associate is an investee, not being a subsidiary or joint venture, over which the Group has the capacity to exercise significant
influence through participation in the financial and operating policy decisions of the investee.

The Group financial statements incorporate the Group’s interest in associates, using the equity method, as from the date that
significant influence commenced or until the date the significant influence ceased. The investments are initially recorded at cost
and subsequently at the lower of carrying value and recoverable amount. Associates held for sale are accounted for in
accordance with NZ IFRS 5 ‘Non-current Assets Held for Sale and Discontinued Operations’.

The Group recognises its share of the associate’s post acquisition net surplus or deficit for the year in its profit or loss. The
Group’s share of associates’ surplus or deficit is adjusted to align the accounting policies of the associate with that of the Group.
The Group recognises its share of other post-acquisition movements in reserves in equity. Dividends received from associates are
recognised directly against the carrying value of the investment. In the Balance Sheet the investment and the reserves are
increased by the Group’s share of the post-acquisition retained surplus and other post-acquisition reserves of the associates. In
assessing the Group’s share of earnings of associates, the Group’s share of any unrealised profits between Group companies and
associates is eliminated.

Any excess of the cost of acquisition over the Group’s share of the net fair value of the identifiable assets, liabilities and contingent
liabilities of the associate recognised at the date of acquisition is recognised as goodwill. The goodwill is included within the
carrying amount of the investment and is assessed for impairment as part of the investment. Whenever there is an indication that
the goodwill may be impaired any impairment is recognised immediately in profit or loss and is not subsequently reversed.

A list of associates appears in Note 20.

Interests in Joint Ventures

Joint ventures are joint arrangements between the Group and another party in which there is a contractual agreement to
undertake a specific business project in which the venturers share several liability in respect of costs and liabilities of the project
and share in any resulting output. The Group’s share of the assets, liabilities, revenues and expenses of joint ventures are
incorporated into the Group financial statements on a line by line basis using the proportionate method. Where the Group
transacts with its jointly controlled entities, unrealised profits and losses are eliminated to the extent of the Group’s interest in the
joint venture.

Joint ventures held for sale are accounted for in accordance with NZ IFRS 5 ‘Non-current Assets Held for Sale and Discontinued
Operations’.

A list of joint ventures appears in Note 22.

(B) REVENUE RECOGNITION

Sale of Goods

Revenue from the sale of goods is recognised when the Group has transferred to the buyer the significant risks and rewards of
ownership of the goods.

Rendering of Services

Revenue from a contract to provide services is recognised by reference to the stage of completion of the contract at the balance
sheet date. The stage of completion is the proportion that contract costs incurred for work performed to date bear to the estimated
total contract costs.

Royalties
Royalty revenue is recognised on an accrual basis in accordance with the substance of the relevant agreement.

Dividend and Interest Revenue
Dividend revenue from investments is recognised in the financial period in which the right to receive payment is established.
Interest revenue is recognised on a time proportionate basis that takes into account the effective yield on the financial asset.

(C) INCOME TAX

Current Tax

Current tax is calculated by reference to the amount of income taxes payable or recoverable in respect of the taxable profit or tax
loss for the period. It is calculated using tax rates and tax laws that have been enacted or substantively enacted by reporting date.
Current tax for current and prior periods is recognised as a liability (or asset) to the extent that it is unpaid (or refundable).
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Statement of Accounting Policies
For the year ended 30 June 2009

Deferred Tax
Deferred tax is accounted for using the comprehensive balance sheet liability method in respect of temporary differences arising
from differences between the carrying amount of assets and liabilities in the financial statements and the corresponding tax base
of those items.

In principle, deferred tax liabilities are recognised for all taxable temporary differences. Deferred tax assets are recognised to the
extent that it is probable that sufficient taxable amounts will be available against which deductible temporary differences or unused
tax offsets can be utilised. However, deferred tax assets and liabilities are not recognised if the temporary differences giving rise
to them arise from the initial recognition of assets and liabilities (other than as a result of a business combination) which affects
neither taxable income nor accounting profit. Furthermore, a deferred tax liability is not recognised in relation to taxable temporary
differences arising from goodwiill.

Deferred tax liabilities are recognised for taxable temporary differences arising on investments in subsidiaries, associates and joint
ventures except where the Group is able to control the reversal of the temporary differences and it is probable that the temporary
differences will not reverse in the foreseeable future. Deferred tax assets arising from deductible temporary differences associated
with these investments and interests are only recognised to the extent that it is probable that there will be sufficient taxable profits
against which to utilise the benefits of the temporary differences and they are expected to reverse in the foreseeable future.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period(s) when the assets and
liabilities giving rise to them are realised or settled, based on tax rates (and tax laws) that have been enacted or substantively
enacted by reporting date. The measurement of deferred tax liabilities and assets reflects the tax consequences that would follow
from the manner in which the Group expects, at the reporting date, to recover or settle the carrying amount of its assets and
liabilities.

Deferred tax assets and liabilities are offset when they relate to the income taxes levied by the same taxation authority and the
Group intends to settle its current tax assets and liabilities on a net tax basis.

Current and Deferred Tax for the Period

Current and deferred tax is recognised as an expense or income in profit or loss, except when it relates to items credited or
debited to equity, in which case the deferred tax or current tax is also recognised directly in equity, or where it arises from the
initial accounting for a business combination, in which case it is taken into account in the determination of goodwill or excess.

Foreign Tax Liabilities and Assets
Exchange differences on deferred foreign tax liabilities or assets recognised in profit or loss for the period are classified as
deferred tax expense or income.

Foreign deferred tax assets that result from operating losses in respect of subsidiaries, associates, joint venture entities or
interests in joint venture operations are recognised in the financial statements, except where the timing of the reversal of the
temporary difference is controlled by the Group and it is probable that the temporary difference will not reverse in the future.

(D) FOREIGN CURRENCY

The individual financial statements of each group entity are presented in the currency of the primary economic environment in
which the entity operates (its functional currency). For the purpose of the Group financial statements, the results and financial
position of each group entity are expressed in New Zealand dollars (‘NZ$’), which is the functional currency of the Company and
the presentation currency for the Group financial statements.

In preparing the financial statements of the individual entities, transactions in currencies other than the entity’s functional currency
(foreign currencies) are recorded at the rates of exchange prevailing at the dates of the transactions. At each balance date,
monetary items denominated in foreign currencies are retranslated at the rates prevailing at the balance sheet date. Non-
monetary items carried at fair value that are denominated in foreign currencies are retranslated at the rates prevailing at the date
when the fair value was determined. Non-monetary items that are measured in terms of historical cost in a foreign currency are
not retranslated.

Exchange differences are recognised in profit or loss in the period in which they arise except for:

e exchange differences which relate to assets under construction for future productive use, which are included in the cost of
those assets when they are regarded as an adjustment to interest costs on foreign currency borrowings;

e exchange differences on transactions entered into in order to hedge certain foreign currency risks; and

e exchange differences on monetary items receivable from or payable to a foreign operation for which settlement is neither
planned nor likely to occur, which form part of the net investment in a foreign operation, and which are recognised in the
foreign currency translation reserve and recognised in profit or loss on disposal of the net investment.

(E) DERIVATIVE FINANCIAL INSTRUMENTS

The Group enters into forward foreign exchange contracts to manage its exposure to foreign exchange rate risk and interest rate
swaps to manage its exposure to interest rate risk. Further details of derivative financial instruments are disclosed in Note 12 to
the financial statements.
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Statement of Accounting Policies
For the year ended 30 June 2009

Derivatives are initially recognised at fair value on the date a derivative contract is entered into and are subsequently remeasured
to their fair value at each reporting date. The resulting gain or loss is recognised in profit or loss immediately unless the derivative
is designated and effective as a hedging instrument, in which event, the timing of the recognition in profit or loss depends on the
nature of the hedge relationship. The Group designates certain derivatives as either hedges of the fair value of recognised assets
or liabilities or firm commitments (fair value hedges), hedges of highly probable forecast transactions (cash flow hedges) or
hedges of net investments in foreign operations.

Fair Value Hedge
Changes in the fair value of derivatives that are designated and qualify as fair value hedges are recorded in profit or loss
immediately, together with any changes in the fair value of the hedged asset or liability that is attributable to the hedged risk.

Hedge accounting is discontinued when the hedge instrument expires or is sold, terminated, exercised, or no longer qualifies for
hedge accounting. The adjustment to the carrying amount of the hedge item arising from the hedge risk is amortised to profit or
loss from that date.

Currently the Group does not have any items in this category.

Cash Flow Hedge
The effective portion of changes in the fair value of derivatives that are designated and qualify as cash flow hedges are deferred in
equity. The gain or loss relating to the ineffective portion is recognised in profit or loss.

Amounts deferred in equity are recycled in the profit or loss in the periods when the hedged item is recognised in the profit or loss.
However, when the forecast transaction that is hedged results in the recognition of a non-financial asset or a non-financial liability,
the gains and losses previously deferred in equity are transferred from equity and included in the initial measurement of the cost of
the asset or liability.

Hedge accounting is discontinued when the hedging instrument expires or is sold, terminated or exercised or no longer qualifies
for hedge accounting. At that time, any cumulative gain or loss deferred in equity at that time remains in equity and is recognised
when the forecast transaction is ultimately recognised in profit or loss. When a forecast transaction is no longer expected to occur,
the cumulative gain or loss deferred in equity is recognised immediately in profit or loss.

The Group’s cash flow hedges are detailed in Note 12.

Net Investment Hedge

Hedges of net investment in foreign operations are accounted for similarly to cash flow hedges. Any gain or loss on the hedging
instrument relating to the effective portion of the hedge is recognised in the foreign currency translation reserve; the gain or loss
relating to the ineffective portion is recognised immediately in profit or loss.

Gains and losses deferred in the foreign currency translation reserve are recognised immediately in profit or loss when the foreign
operation is disposed of.

Derivatives that do not Qualify for Hedge Accounting
Certain derivative instruments do not qualify for hedge accounting. Changes in the fair value of any derivative instruments that do
not qualify for hedge accounting are recognised immediately in profit or loss.

Embedded Derivatives

Derivatives embedded in other financial instruments or other host contracts are treated as separate derivatives when their risks
and characteristics are not closely related to those of host contracts and the host contracts are not measured at fair value with
changes in fair value recognised in profit or loss.

(F) FINANCIAL ASSETS

Investments are recognised and derecognised on trade date where purchase or sale of an investment is under a contract whose
terms require delivery of the investment within the timeframe established by the market concerned, and are initially measured at
fair value, plus transaction costs, except for those financial assets classified as at fair value through profit or loss, which are
initially measured at fair value.

Other financial assets are classified into the following specified categories: financial assets ‘at fair value through profit or loss’,
‘available-for-sale’ financial assets, and ‘loans and receivables’. The classification depends on the nature and purpose of the
financial assets and is determined at the time of initial recognition.

Financial Assets at Fair Value through Profit or Loss

This category has two sub-categories: financial assets held for trading, and those designated at fair value through profit or loss at
inception. A financial asset is classified in this category if acquired principally for the purpose of selling in the short term or if so
designated by management. Derivatives are categorised as held for trading if they are not designated and effective as a hedging
instrument.

Financial assets at fair value through profit or loss are recognised initially at fair value. Gains and losses arising from changes in
the fair value are included in profit or loss in the period in which they arise. The net gain or loss recognised in profit or loss
incorporates any dividend or interest earned on the financial asset.

Fair value is determined in the manner described in Note 24.
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Statement of Accounting Policies
For the year ended 30 June 2009

Held to Maturity Investments
Financial instruments purchased with the intention of being held for the long term or until maturity are recorded at amortised cost
using the effective interest rate method less impairment, with revenue recognised on an effective yield basis.

The effective interest method is a method of calculating the amortised cost of a financial asset and of allocating interest income
over the relevant period. The effective interest rate is the rate that exactly discounts estimated future cash receipts through the
expected life of the financial asset, or where appropriate a shorter period, to the net carrying amount of the financial asset.

Available-for-sale Financial Assets

Available-for-sale financial assets are non-derivatives that are either designated in this category or not classified in any of the
other categories. Certain shares held by the Group are classified as being available-for-sale and are stated at fair value less
impairment. Fair value is determined in the manner described in Note 24. Gains or losses arising from changes in fair value are
recognised directly in the available-for-sale revaluation reserve with the exception of impairment loss, interest calculated using the
effective interest method and foreign exchange gains and losses on monetary assets, which are recognised directly in the profit or
loss. Where the investment is disposed of or is determined to be impaired, at which time the cumulative gain or loss previously
recognised in the available-for-sale revaluation reserve is included in profit or loss for the period.

Loans and Receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active
market. Loans and receivables are stated at amortised cost using the effective interest method less impairment. Interest income
is recognised by applying the effective interest rate.

Impairment of Financial Assets

Financial assets, other than those at fair value through profit or loss, are assessed for indicators of impairment at each balance
sheet date. Financial assets are impaired where there is objective evidence that, as a result of one or more events that occurred
after the initial recognition of the financial assets, the estimated future cash flows of the investment have been impacted.

For unlisted shares classified as available-for-sale, a significant or prolonged decline in the fair value of the security below its cost
is considered to be objective evidence of impairment.

For all other financial assets, including redeemable notes classified as available-for-sale and finance lease receivables, objective
evidence of impairment could include:

* significant financial difficulty of the issuer or counterparty; or
e default or delinquency in interest or principal payments; or
e it becoming probable that the borrower will enter bankruptcy or financial re-organisation.

For certain categories of financial assets, such as trade receivables, assets that are assessed not to be impaired individually are
assessed for impairment on a collective basis. Objective evidence of impairment for a portfolio of receivables could include the
Group’s past experience of collecting payments, an increase in the number of delayed payments in the portfolio past the average
credit period of 60 days, as well as observable changes in national or local economic conditions that correlate with default on
receivables.

For financial assets carried at amortised cost, the amount of the impairment is the difference between the asset’s carrying amount
and the present value of estimated future cash flows, discounted at the financial asset’s original effective rate.

The carrying amount of the financial asset is reduced by the impairment loss directly for all financial assets with the exception of
trade receivables, where the carrying amount is reduced through the use of an allowance account. When a trade receivable is
considered uncollectible, it is written off through profit or loss. Subsequent recoveries of amounts previously written off are
credited against the allowance account. Changes in the carrying amount of the allowance account are recognised in profit or loss.

With the exception of available-for-sale equity instruments, if in a subsequent period, the amount of the impairment loss decreases
and the decrease can be related objectively to an event occurring after the impairment was recognised, the previously recognised
impairment loss is reversed through profit or loss to the extent that the carrying amount of the investment at the date the
impairment is reversed does not exceed what the amortised cost would have been had the impairment not been recognised.

In respect of available-for-sale equity instruments, impairment losses previously recognised though profit or loss are not reversed
through profit or loss. Any increase in fair value subsequent to an impairment loss is recognised directly in equity.

Assets Carried at Fair Value

Financial assets at fair value through profit or loss are not assessed for impairment as their fair value reflects the credit quality of
the instrument and changes in the fair value are recognised in profit or loss.

Impairment losses recognised in profit or loss on equity instruments are not reversed through profit or loss.

(G) PAYABLES

Trade payables and other accounts payable are recognised when the Group becomes obliged to make future payments resulting
from the purchase of goods and services.
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Statement of Accounting Policies
For the year ended 30 June 2009

(H) INVENTORIES

Inventories are valued at the lower of cost, determined on a first in first out basis, and net realisable value. Inventory comprises
feedstock, cereal crops, wool, breeder seed, farm sundry consumables and property and plant maintenance consumables. The
cost of harvested agricultural produce is measured at fair value less estimated point-of-sale costs at the point of harvest.

() PROPERTY, PLANT AND EQUIPMENT
The Group has the following classes of property, plant and equipment:

e Land - Campus

e Land-Farm

e Land Improvements

e Buildings - Campus

e Buildings - Farm

e Leasehold Improvements

e Vehicles

e Plant and Equipment

Land and buildings are measured at fair value. Fair value is determined on the basis of an independent valuation prepared by
external valuation experts less any subsequent accumulated depreciation and subsequent accumulated impairment losses. Land
and buildings are revalued at least every 3 years or whenever there has been a significant movement in the fair value. The fair
values are recognised in the financial statements of the Group, and are reviewed at the end of each reporting period to ensure
that the carrying value of land and buildings is not materially different from their fair values.

Any revaluation increase arising on the revaluation of land and buildings is credited to the asset revaluation reserve, except to the
extent that it reverses a revaluation decrease for the same asset previously recognised as an expense in profit or loss, in which
case the increase is credited to profit or loss to the extent of the decrease previously charged. A decrease in carrying amount on
the revaluation of land and buildings is charged as an expense in profit or loss to the extent that it exceeds the balance, if any,
held in the asset revaluation reserve relating to a previous revaluation of that asset.

Depreciation on revalued buildings is charged to profit or loss. On the subsequent sale or retirement of a revalued property, the
attributable revaluation surplus remaining in the asset revaluation reserve, net of any related deferred taxes, is transferred directly
to retained earnings.

All other assets are recorded at cost less accumulated depreciation and accumulated impairment.

Capital work in progress is recorded at cost.

Depreciation is provided for on a straight line basis on all tangible property, plant and equipment, other than freehold land and
capital work in progress, at depreciation rates calculated to allocate the assets’ cost or other revalued amount over their estimated
useful lives. Leasehold improvements are depreciated over the period of the lease or estimated useful life, whichever is the
shorter, using the straight line method. The estimated useful lives, residual values and depreciation method are reviewed at the

end of each annual reporting period.

The following estimated useful lives are used in the calculation of depreciation:

Land Improvements 40 years
Buildings (Including Farms) 10-80 years
Leasehold Improvements 5 years
Vehicles 3-10 years
Plant and Equipment
Computer Hardware 3-5 years
Other Plant and Equipment 5-10 years

(J) BIOLOGICAL ASSETS

Livestock

Livestock are valued at their fair value less estimated point-of-sale costs by reference to the most relevant active market. An
allowance is made for diminution in value of certain livestock held for research trials. Changes in the valuation of livestock are
recognised in profit or loss for the period. Gains or losses for livestock held throughout the year are recorded as holding gains
and losses and are included in the fair value changes recognised in profit or loss.

Forestry Assets

Forests are recorded at their fair value less point-of-sale costs based on an annual valuation using anticipated harvesting timing
and yield and an applicable discount rate. Changes in the valuation of forests are accounted for through profit or loss.
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(K) LEASED ASSETS
Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and rewards of
ownership to the lessee. All other leases are classified as operating leases.

Group as Lessor

Amounts due from leases under finance leases are recorded as receivables. Finance lease receivables are initially recognised at
amounts equal to the present value of the minimum lease payments receivable plus the present value of any unguaranteed
residual value expected to accrue at the end of the lease term.

Finance lease payments are allocated between interest revenue and reduction of the lease receivable over the term of the lease
in order to reflect a constant periodic rate of return on the net investment outstanding in respect of the lease.

Group as Lessee

Assets held under finance leases are initially recognised at their fair value or, if lower, at amounts equal to the present value of the
minimum lease payments, each determined at the inception of the lease. The corresponding liability to the lessor is included in the
Balance Sheet as a finance lease obligation.

Lease payments are apportioned between finance charges and reduction of the lease obligation so as to achieve a constant rate
of interest on the remaining balance of the liability. Finance charges are charged directly against income.

Finance leased assets are amortised on a straight line basis over the estimated useful life of the asset or the lease term,
whichever is the shorter.

Operating lease payments are included in profit or loss in equal instalments over the lease term.

(L) INTANGIBLE ASSETS

Purchased Intangible Assets

Purchased intangible assets such as intellectual property, patents, trademarks and licences are recorded at cost less accumulated
amortisation and accumulated impairment losses. Amortisation is charged on a straight line basis over their estimated useful lives,
which varies between 3 and 7 years. The estimated useful life and amortisation method is reviewed at the end of each annual
reporting period.

Computer Software

Acquired computer software licences are capitalised on the basis of the costs incurred to acquire and bring to use the specific
software. These costs are amortised over their estimated useful lives (between 3 and 5 years). Costs associated with maintaining
computer software programmes are recognised as an expense as incurred.

Internally-Generated Intangible Assets - Research and Development Expenditure
Research expenditure is expensed in the period incurred.

The cost of an internally generated intangible asset represents expenditure incurred in the development phase of the asset only.
Development expenditure is expensed in the period incurred unless all of the following conditions have been demonstrated:

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

e how the asset created will generate future economic benefits;

* the ability to measure reliably the expenditure attributable to the intangible asset during its development; and

e the availability of adequate technical, financial and other resources to complete the development and to use or sell the
intangible asset.

Internally-generated intangible assets that satisfy the asset recognition criteria above, are amortised on a straight line basis over
future periods from which benefits are expected to accrue. These future periods are between 5 and 7 years.

Computer software development costs that are directly associated with the production of identifiable and unique software products
controlled by the Group are recognised as intangible assets where it is probable that future economic benefits will be generated.
Direct costs include the software development employee costs and an appropriate portion of relevant overheads.

Computer software development costs recognised as assets are amortised over their estimated useful lives (not exceeding 5
years).

Goodwill on Acquisition

Goodwill, which represents the excess of the cost of acquisition over the fair value of the assets, liabilities and contingent
liabilities, acquired at the time of acquisition of a business, is not amortised, but tested for impairment annually. Whenever there is
an indication that the goodwill may be impaired any impairment is recognised immediately in profit or loss and is not subsequently
reversed. Goodwill is allocated to cash-generating units for the purpose of impairment testing. The allocation is made to those
cash-generating units that are expected to benefit from the business combination in which the goodwill arose.

The Group’s policy for goodwill arising on the acquisition of an associate is described under ‘Investments in Associates’ above.
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Other Intangible Assets

Assets with indefinite useful lives are not amortised, but are tested at least annually for impairment. Where there is an active
market for an intangible asset, the asset is recorded at a revalued amount, being fair value less any subsequent accumulated
amortisation and subsequent accumulated impairment losses. Revaluations are for each intangible asset, not for a class of asset.

Disposal of Intangible Assets
Realised gains and losses arising from disposal of intangible assets are recognised in profit or loss in the period in which the
transaction occurs.

(M) NON-CURRENT ASSETS HELD FOR SALE
Non-current assets (and disposal groups) classified as held for sale are recorded at the lower of carrying amount and fair value
less costs to sell.

Non-current assets are classified as held for sale if their carrying amount will be recovered through a sale transaction rather than
through continuing use. This condition is regarded as met only when the sale is highly probable and the asset (or disposal group)
is available for immediate sale in its present condition. The sale of the asset (or disposal group) is expected to be completed
within one year from the date of classification.

(N) INVESTMENT PROPERTY

Investment property, which is property held to earn rentals and/or for capital appreciation, is measured at its fair value at the
reporting date. Gains or losses arising from changes in the fair value of investment property are included in profit or loss in the
period in which they arise.

(O) IMPAIRMENT OF ASSETS

At each reporting date, the Group reviews the carrying amounts of its tangible and intangible assets that are subject to
amortisation or depreciation to determine whether there is any indication that those assets have suffered an impairment loss. If
any such indication exists, the recoverable amount of the assets is estimated in order to determine the extent of the impairment
loss (if any). Where the asset does not generate cash flows that are independent from other assets, the Group estimates the
recoverable amount of the cash-generating unit to which the asset belongs.

Goodwill, intangible assets with indefinite useful life and intangible assets not yet available for use are tested for impairment
annually and whenever there is an indication that the asset may be impaired. An impairment of goodwill is not subsequently
reversed.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount, the carrying
amount of the asset (cash-generating unit) is reduced to its recoverable amount. The recoverable amount is the higher of an
asset’s fair value less cost to sell and value in use. An impairment loss is recognised in profit or loss immediately, unless the
relevant asset is carried at a revalued amount, in which case the impairment loss is treated as a revaluation decrease.

Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-generating unit) is increased to the
revised estimate of its recoverable amount, but only to the extent that the increased carrying amount does not exceed the carrying
amount that would have been determined had no impairment loss been recognised for the asset (cash-generating unit) in prior
years. A reversal of an impairment loss is recognised in profit or loss immediately, unless the relevant asset is carried at a
revalued amount, in which case the impairment loss is treated as a revaluation increase.

(P) PROVISIONS

Provisions are recognised when the Group has a present legal or constructive obligation as a result of past events, it is more likely
than not that an outflow of resources will be required to settle the obligation and the amount has been reliably estimated.
Provisions are not recognised for future operating losses.

All provisions are recorded at the best estimate of the expenditure required to settle the obligation at balance date. Where the
effect is material, the expected expenditures are discounted to their present value using pre-tax discount rates.

When some or all of the economic benefits required to settle a provision are expected to be recovered from a third party, the
receivable is recognised as an asset if it is virtually certain that reimbursement will be received and the amount of the receivable
can be measured reliably.

Onerous Contracts

A provision for an onerous contract is recognised where the economic benefits expected to be derived from a contract are less
than the unavoidable costs of meeting the Group’s obligation under the contract. Present obligations arising under onerous
contracts are recognised as a provision to the extent that the present obligation exceeds the economic benefits estimated to be
received.

(Q) BORROWINGS
Borrowings are recorded at fair value, net of transaction costs.

Subsequent to initial recognition, borrowings are measured at amortised cost with any difference between the initial recognised

amount and the redemption value being recognised in profit or loss over the period of the borrowing using the effective interest
rate method.
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(R) BORROWING COSTS
Borrowing costs directly attributable to buildings under construction are capitalised as part of the cost of those assets.

(S) EMPLOYEE BENEFITS
Provision is made for benefits accruing to employees in respect of wages and salaries, annual leave, retirement leave/gratuities
and sick leave where it is probable that settlement will be made and they are capable of being measured reliably.

Provision for employee benefits expected to be settled within 12 months, are measured at their nominal values using the
remuneration rates as at the reporting date and are recorded as current liabilities.

Provision for employee benefits which are not expected to be settled within 12 months, are measured at the present value of the
estimated future cash outflows to be made by the Group in respect of services provided by employees up to reporting date and
are recorded as non-current liabilities.

Liabilities for non-accumulating sick leave are recognised when the leave is taken and measured at the rates paid or payable.

Defined Contribution Plan

There are a small number of employees that are a part of Crown Defined Benefit Superannuation Plan. Future benefits are
generated by the Crown and the Group has no legal or financial contribution liability for future benefits. The Group’s contributions
to the plan are expensed when incurred.

(T) GOODS AND SERVICES TAX
The financial statements are prepared on a GST exclusive basis with the exception of receivables and payables which include
GST.

(U) CASH FLOW STATEMENT
Cash flows are included in the Cash Flow Statement on a gross basis. The GST component of cash flows arising from investing
activities which is recoverable from, or payable to, the taxation authority is classified as operating cash flows.

Cash and Cash Equivalents
Cash and cash equivalents include cash on hand, cash in banks, demand deposits and other highly liquid investments readily
convertible into cash. Bank overdrafts are shown as current liabilities in the Balance Sheet.

Operating Activities
Operating activities include all transactions and other events that are not investing or financing activities.

Investing Activities
Investing activities are those activities relating to the acquisition and disposal of current and non-current investments and any
other non-current assets.

Financing Activities
Financing activities are those activities relating to changes in the equity and debt structure of the Group.

(V) SEGMENTAL REPORTING
The Group operates in one segment.

(W) INSURANCE CONTRACTS

The Group has elected to join the Accident Compensation Commission (ACC) Partnership Programme. Under the Partnership
Programme the Group is liable for all its claim costs for a period of 4 years up to a specified maximum. At the end of the 4 year
period, the Group pays a premium to ACC for the value of residual claims, and the liability for ongoing claims from that point
passes back to ACC.

The liability for the ACC Partnership Programme is recognised in the ACC provision and measured as the present value of
expected future payments to be made in respect of the employee injuries and claims up to the reporting date using actuarial
techniques. Consideration is given to expected future wage and salary levels and experience of employee claims and injuries.
Expected future payments are discounted using market yields at the reporting date on national government bonds with terms to
maturity and currency that match, as closely as possible, the estimated future cash outflows.

(X) BUDGET FIGURES

The budget figures are those approved by the Board. They have been prepared using the same accounting policies as for these
financial statements.

CHANGES IN ACCOUNTING POLICIES
Accounting policies are changed only if the change is required by a standard or interpretation or otherwise provides more reliable
and more relevant information.

There were no changes in accounting policies.
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