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2010

In the 2009-10 year, PGG Wrightson Finance has shown resilience
against the backdrop of the global financial crisis, a difficult
agricultural sector and investor concerns regarding finance

sector governance.

The company improved its financial performance despite an
increase in loan impairments. This underlines the business model
of specialised lending activities to clients we know well in the

New Zealand rural sector.

Record operating earnings (before tax) of
$13.1 million were achieved compared
with $10.1 million in the previous year. The
company produced a record after taxation
profit (NPAT) of $8.9 million compared with
$7.8 million in the previous year.

In a tighter financial environment

PGG Wrightson Finance has focussed

on servicing existing clients, and has
concentrated on working capital finance
where returns are superior, and where we
can be of most support to farmers and
growers.

As a result, overall assets decreased by 5%
during the year.

Loan impairments increased year on year
from $2.9 million to $8.9 million, primarily
from dairy sector exposures. The company
continues to limit exposure to around 25%
of its portfolio to this sector against an
industry average of over 60%.

During the year, the company received

a first time BB (stable) credit rating from
Standard & Poors. The commentary from
Standard & Poors around asset quality
and business model in their report was
particularly pleasing and underpinned the
valued ‘stable’rating.

This credit rating enabled our application
and acceptance into the Extended Crown
Guarantee Scheme. This in turn facilitated
the company being the first to offer
unguaranteed deposits from January 2010,
as well as receive a material guarantee fee
refund from NZ Treasury.

After year end, PGG Wrightson Finance
successfully rolled the NZDX listed
$100 million bond program (PWF030)
for a further year with an emphatic
88.4% positive vote from responding
bondholders.

One of the key measures for the business
is the debenture reinvestment rate. With
a high long run average of 77% over the
last 3 years, in the second half of the year
the company experienced a very strong
82% reinvestment rate with two months
at a record 90% (January and June 2010).
This, together with strong new investor
inflows, saw debenture funding increase
over 12% in the year from $221.0 million to
$247.6 million.

PGG Wrightson Finance continues to
provide competitive and innovative
products and services to its customers,
including full on-line transactional services.
We continue to focus on developing
products that satisfy the needs of our
farmer and grower clients, using the

wider Group's unique national distribution
capability.

Operating expenditure remains at industry
best practice levels.

We have seen excellent staff recruitment
within the business and have seen a further
strengthening of the management team
led by CEO Mark Darrow, who operate the
business day to day.

During the year two Independent Directors
were appointed to the Board. While not
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Chairman’s Letter

yet a regulatory requirement, the business
continues to take a proactive stance on
regulatory compliance and has met the
requirements well in advance. It has gone a
step further in appointing an Independent
Director as Chairman.

The regulatory landscape continues

to change under the framework of the
Reserve Bank. A number of NBDT (non
bank deposit taker) regulations are coming
into force over a two year period including
areas such as capital adequacy, financial
advisory, liquidity and risk management.
PGG Wrightson Finance is in a solid position
meeting each of the requirements well
ahead of the required dates. This is in line
with a strong governance and compliance
culture that exists within the business.

This year’s performance is a credit to the
management and staff, whose continued
efforts in a difficult environment have again
been outstanding. Our business needs
dedicated and specialised staff with skills
and knowledge to manage the business
and relationship with our clients, and we
have an exceptional team.

The company is cognisant that we remain
in a challenging environment, and we
continue to operate the business with

a prudent and conservative approach
particularly from liquidity and credit
perspectives. We know that in the medium
to long term, the fundamental demand for
quality food from the world places New
Zealand, PGG Wrightson, PGG Wrightson
Finance, and our farmers and growers in an
excellent position.

Qe Al

Mike Allen
Chairman



Michael Allen

LLB, B.Com

Mike Allen is the
Independent Chairman
of PGG Wrightson

Finance Ltd. Mr Allenis a
professional Director and
has an extensive 25 year
background in corporate
and investment banking,
including with Southpac
Corporation as Head of
Mergers and Acquisitions,
and with Westpac as Head
of Institutional Banking. He
currently sits on a number
of Boards including Tainui
Group Holdings Ltd and
Godfrey Hirst Ltd. Mr Allen
has also had substantial

exposure to the rural sector,

both from banking and
investment perspectives.
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Board of Directors 2010

Noelan Bates

BA.

Noel Bates joined the PGG
Wrightson Finance Ltd Board
as an Independent Director
on 25 February 2010.

Mr Bates first qualified
as an economist and
has substantial banking
experience both in New
Zealand and the United
Kingdom, including
roles with the ANZ
Bank, Bank of Tokyo and
CitiGroup. Mr Bates has
significant experience in
the rural sector covering
management, advisory and
consultancy roles.

Tim Miles

BA.

Tim Miles joined PGG
Wrightson Ltd on 18 March
2008 as Managing Director.
Tim came to PGG Wrightson
after returning to New
Zealand, having spent two
years in the United Kingdom
with Vodafone UK and the
Vodafone Group. He fulfilled
a range of leadership roles
in a six year career with
Vodafone, including Chief
Executive New Zealand,
Chief Executive Officer

UK, Chief Technology
Officer Vodafone Group
and member of the Group
executive team. Prior to
that, he worked in a range
of executive and other
leadership roles with Unisys,
Data General Corporation
and IBM. Since returning to
New Zealand Tim has been
a non executive Director of

Goodman Property Trust and

Chairman of Equity Partners
Media and Communication.
He is an Advisory Trustee of
Leadership New Zealand.

Bill Thomas

Bill Thomas farms
Longbeach, the historic
coastal flat land property
14km southeast of
Ashburton. He is involved
in irrigation development,
arable, sheep and beef
and dairy farming. Bill is a
Director of PGG Wrightson
Ltd, having become a
Director of Pyne Gould
Guinness Ltd in 1995.



Michael Thomas

M.Ec, B. Ag. Sc, Grad Dip Ag.Ec,
FFin

Michael was appointed as
Group GM AgriServices for
PGG Wrightson Ltd in June
2010. The former Group GM
Financial Services, Michael
joined PGG Wrightson Ltd
in mid 2007, having spent
10 years in senior executive
positions at Australia’s
leading agri-services
company Landmark, and
parent company AWB.

Tao Xie (XT)

Bachelor's Degree

XT was appointed as a
Director of PGG Wrightson
Ltd on 30 December 2009.
XT is the Chief Executive
Officer / Director of Agria
Corporation.

XT was engaged in
advisory practice at
PricewaterhouseCoopers
(PwC) for 20 years where
he led PwC's China market
corporate finance practice
and served on the firm’s
governing Board. XT has
extensive experience in
China related cross-border
investments and M & A
and has helped structure
many well-known China
businesses. XT received his
Bachelor’s degree in physics
from Beijing University in
China and was a member
of the United Kingdom
Chartered Association of
Certified Accountants.

Alan Lai is an alternate
Director for XT.

CEO PGG Wrightson Finance

Mark Darrow

N.CB, N.D.A, CA. B.Bus MinstD

Mark joined us in 2008 and
originally hails from the rural
province of King Country. As

a secondary school student
he worked on a number of
Maori Affairs farms around
Lake Taupo. He joined Allied
Farmers Co-op which was later
acquired by Elders Pastoral
and achieved the stock and
station industry certificate and
the advanced certificate. He
then studied both Accounting
and Business. He held MD
roles in the motor industry

for a number of years, before
moving over to the broader
finance industry, most recently
in an Executive Director role
with GE Money. He is also an
independent director of NZSX
listed Charlie’s Group, and the
New Zealand Motor Industry
Training Organisation.
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Directors’
Responsibility
Statement

FOR THE YEAR ENDED 30 JUNE 2010

The Directors are responsible for ensuring that the financial
statements give a true and fair view of the financial position of
the Company as at 30 June 2010 and its financial performance
and cash flows for the year ended on that date.

The Directors consider that the financial statements of the
Company have been prepared using appropriate accounting
policies, consistently applied and supported by reasonable
judgements and estimates and that all relevant financial
reporting and accounting standards have been followed.

The Directors believe that proper accounting records have been
kept which enable, with reasonable accuracy, the determination
of the financial position of the Company and facilitate
compliance of the financial statements with the Financial
Reporting Act 1993.

The Directors are pleased to present the financial statements for
PGG Wrightson Finance Limited set out on pages 12 to 38 for
the year ended 30 June 2010.

For and on behalf of the Board.

Mike Allen
Chairman

7

Tim Miles
Director
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Corporate
Governance Code

1. Introduction

1.1 The Board of PGG Wrightson Finance Limited (the Company) is
committed to acting with integrity and expects high standards
of behaviour and accountability from all of PGG Wrightson
Finance’s Directors and the employees of PGG Wrightson
Limited working for the Company (the employees). As part
of this commitment, the Board has adopted this Corporate
Governance Code relating to the composition and conduct
of the Board. The statement substantially adheres to the best
practice guidelines of the New Zealand Securities Commission
Governance Principles and Guidelines, the Securities
Commission’s general recommendations in its 2010 Review of
Corporate Governance Disclosures by Selected Issuers and the
NZX Corporate Governance Best Practice Code.

1.2 The Board's primary objective is the creation of shareholder
value through following appropriate strategies and ensuring
effective and innovative use of Company resources in
providing customer satisfaction. The Company will be a good
employer and a responsible corporate citizen.

1.3 PGG Wrightson Finance Limited is wholly-owned by PGG
Wrightson Limited, and is a material part of the PGG Wrightson
Group and an enabler of PGG Wrightson Group business
interests and brand. For these reasons the Boards of PGG
Wrightson and PGG Wrightson Finance have put in place
an agreed governance framework, which recognises that it
is essential that the governance and management of PGG
Wrightson Finance is fully integrated with the business of
the wider PGG Wrightson Group. PGG Wrightson Finance
implements the corporate governance policies and structures
of its parent PGG Wrightson where appropriate to do so.

14 To ensure efficiency, the Board has delegated to the Chief
Executive Officer the day to day management and leadership
of the Company.

2. Code of Ethics

2.1 Consistent with the principle that Directors should observe
and foster high ethical standards, the Board has developed
and adopted a written Code of Ethics. The Code of Ethics is
available on the Company's website at
www.pggwrightsonfinance.co.nz under About
Us>Governance.

2.2 [tis the responsibility of the Board to review the Code of Ethics
from time to time, to implement the Code and to monitor
compliance. The Board receives reports on compliance with
the Code of Ethics from its internal auditors. No instances of
unethical behaviour have been reported to the Board.
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3.1

3.2
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3.6

3.7

An interests register is maintained and regularly updated
documenting interests disclosed by all Board members. The
statutory disclosures section in this annual report is compiled
from entries in the interests register during the reporting
period.

Directors are entitled to seek independent professional advice
to assist them in meeting their responsibilities.

Board Composition and Performance

The Board is committed to the principle that there should be
a balance of independence, skills, knowledge and experience
among Directors so that the Board works effectively.

The Board currently has six Directors. Their qualifications and
the value that they contribute to the Board are listed in the
Board of Directors biographies contained in this annual report.

As required by section 157L of the Reserve Bank of New
Zealand Act 1989 the Chairperson of the Board must not be
an employee of the Company or a related party, and the Board
must have at least two independent directors. Independent
director means a director that—

(@ Is notan employee of either the Company or a related
party; and

(b) Is not adirector of a related party; and

(c) Does not, directly or indirectly, have a qualifying interest
in more than 10% of the voting securities of the Company
or a related party.

Independent Directors sitting on the Board of the parent
company PGG Wrightson Limited are not considered
independent when they sit on the Board of the subsidiary
PGG Wrightson Finance Limited.

The Directors must act in the best interests of PGG Wrightson
Finance Limited, not the parent PGG Wrightson Limited.

The statutory disclosures section in this annual report lists the
Company’s Directors'independence status.

The Constitution contains no provisions for compulsory
retirement or a fixed tenure for Directors.

The Board will formally review the performance of each
Director and the Board as a whole, not less than every two
years. There was no remedial action arising from the last
performance review undertaken.

The full Board met in person eleven times in the year ended 30
June 2010. Directors also meet on other occasions for strategic
planning and to hold conference calls as required.

4.1

4.2

4.3

44

5.

5.1

5.2

Director/Executive Remuneration

The Board is committed to the principle that remuneration
of Directors and executives should be transparent, fair and
reasonable.

Directors fees in aggregate are approved by shareholders.
Executive Directors, being employees of the parent company
PGG Wrightson Limited do not receive director fees. Individual
fees paid to Directors are disclosed in the Statutory Disclosures
section of the annual report.

The Board supports Directors holding shares in the parent
company PGG Wrightson Limited and bonds in the Company
but it does not consider this should be compulsory.

There are no employees of the Company. With executives

of the parent PGG Wrightson Limited who perform services
for the Company, the parent operates a Managing for
Performance culture, and its executive remuneration approach
reflects fundamental objectives of remuneration management
being internal relativity, external competitiveness and pay for
performance. Remuneration is intended to allow the parent
and Group to attract, retain and motivate executives and

is structured to reward operational delivery and strategic
programmes, aligned to building shareholder value.

Board Committees

The Board has delegated some of its powers to PGG Wrightson
Limited Board operating committees — the Audit Committee
and the Remuneration and Appointments Committee.

The PGG Wrightson Limited Committees are made up of a
minimum of three non-executive Director members and
each Committee has a written Board-approved Charter which
outlines that Committee’s authority, duties, responsibilities
and relationship with the Board. The PGG Wrightson Limited
Board regularly reviews the performance of each Committee
in accordance with the relevant Committee’s written Charter.
Committees meet an average of four times a year, with
additional meetings being convened when required.

Senior management are invited to attend Committee
meetings as is considered appropriate. The Committees may
appoint advisors as they see fit.

Other Committees of the Board are formed as and when
required.

PGG WRIGHTSON FINANCE LIMITED ANNUAL REPORT 2010 7



Corporate Governance
Code continued

53

Audit Committee

The PGG Wrightson Limited Audit Committee is responsible for

providing audit oversight of PGG Wrightson Finance Ltd, and is
responsible to the PGG Wrightson Finance Board for providing
the role and functions outlined in its Charter in respect of PGG
Wrightson Finance business. One or more PGG Wrightson
Finance Board members attend Audit Committee meetings for
the duration of PGG Wrightson Finance audit business.

The Audit Committee Charter is available on PGG Wrightson

Limited's website at www.pggwrightson.co.nz under Company

Profile > for Investors > Corporate Governance.

The majority of the members of the PGG Wrightson Limited
Audit Committee will be Independent Directors and at least
one member will have an accounting or financial background.
No member of the Audit Committee will be an Executive
Director. The members of the Audit Committee are currently
B R Irvine (Chairman), KR Smith and Sir Selwyn Cushing. The
Chairman of the Audit Committee is not also Chairman of
the Board. The Audit Committee has appropriate financial
expertise, with all members having an accounting or financial
background. The Audit Committee met four times during the
financial year to 30 June 2010.

The main responsibilities of the Audit Committee are:

®  Ensuring the effectiveness of the accounting and internal
control systems

®  Ensuring the Board is properly and regularly informed
and updated on corporate financial matters.

®  Monitoring and reviewing the independent and internal
auditing practices.

®  Recommending the appointment and removal of the
external auditor and considering a change in the lead
audit partner where the auditors continue in office for a
period exceeding five years

®  Ensuring that the ability and independence of the
auditors to carry out their statutory audit role is not
impaired, or could reasonably be perceived to be
impaired.

@ Tointerface with management, internal auditors and
external auditors and review the financial reports, as well
as advising all Directors whether they comply with the
appropriate laws and regulations.

®  Qverseeing the management of operational risk and
compliance.

®  QOverseeing matters relating to the values, ethics and
financial integrity of the Company.
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The Audit Committee has the authority to appoint

outside legal or other professional advisors if it considers
necessary. The Audit Committee regularly meets with the
internal auditors and external auditors without the internal
management present.

Remuneration and Appointments Committee

The Remuneration and Appointments Committee Charter is
available on PGG Wrightson Limited's website at
www.pggwrightson.co.nz under Company Profile > for
Investors > Corporate Governance.

The members of PGG Wrightson Limited's Remuneration
and Appointments Committee are currently G A C Gould
(Chairman), T Xie and Sir John Anderson. The Remuneration
and Appointments Committee met three times during the
financial year.

The main responsibilities of the Remuneration and
Appointments Committee are:

@ Toundertake an annual performance appraisal of the
Managing Director and review the appraisal of direct
reports to the Managing Director.

@ To review compensation policy and procedures,
including employee benefits and superannuation, and
recommend to the Board remuneration changes for the
Managing Director and direct reports.

®  To review succession planning and senior management
development plans.

Credit Committee

PGG Wrightson Finance has a Credit Committee. The Credit
Committee has delegated responsibility on behalf of the
Board for overseeing credit strategies and policies within
PGG Wrightson Finance’s business and for approving loan
applications in accordance with delegated authorities.
During the financial year to 30 June 2010 the Credit
Committee met eight times, and the Board members of the
Credit Committee were N G Bates (Chairman), W D Thomas,
M RThomas and T M Miles.

The Board notes best practice recommendations for the
establishment of a Nominations Committee, but its preference
is to appoint a subcommittee for this purpose as and when
necessary.



6.1

6.2

7.1

7.2
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8.1

Independent Auditors

The Board subscribes to the principle that it has a key function
to ensure the quality and independence of the external audit
process.

To ensure there is no conflict with other services that may be
provided by the external auditors, the Company has adopted a
policy whereby the external auditors will not provide any other
services unless specifically approved by the Audit Committee.
It is acknowledged that the external auditor should be the

firm that audits the balance of the PGG Wrightson Group
unless there is good reason otherwise. The external auditors’
remuneration is disclosed in the financial statements.

Reporting and Disclosure

The Board endorses the principle that it should demand
integrity both in financial reporting and in the timeliness and
balance of disclosures on the Company’s affairs.

The Company will provide timely and adequate disclosure

of material information and comply with the continuous
disclosure and other listing requirements of the NZX relating
to reporting. The PGG Wrightson Board has adopted a Group
Continuous Disclosure Policy which is available on PGG
Wrightson's website at www.pggwrightson.co.nz under
Company Profile > for Investors > Corporate Governance. The
Company communicates through the interim and annual
reports, releases to the NZX and media, and on its website at
www.pggwrightsonfinance.co.nz.

PGG Wrightson Finance has established and will maintain
processes for the provision of information to the Board by
management of sufficient content, quality and timeliness,
as the Board considers necessary to enable the Board to
effectively discharge its duties.

The PGG Wrightson Group has a detailed Insider Trading Policy
applying to all Directors and employees which incorporates all
insider trading restraints. Directors and senior officers are able
to trade in PGG Wrightson Limited shares and PGG Wrightson
Finance Limited bonds in accordance with that policy except
when they are in possession of price-sensitive information not
publicly available. The PGG Wrightson Group Insider Trading
Policy is available on the PGG Wrightson's website at
www.pggwrightson.co.nz under Company Profile > for
Investors > Corporate Governance.

Investor Relations and Stakeholders

While the Company does not have a formal investor relations
policy, the Board actively fosters constructive relationships
with its shareholder and investors, as appropriate. The Board is
at all times fully cognisant of the need to protect and act in the
best interests of the Company’s shareholder.

8.2

9.1

9.2

10.

10.1

10.2

The Company considers its significant stakeholders to be

its shareholder, investors (including institutional investors),

its staff, its customers, suppliers and contractors. When
undertaking its operations and activities, the Company
respects the interests of its stakeholders within the context of
its ownership type and the Company’s fundamental purpose.
The Board considers that the Company’s conduct adheres to
widely accepted ethical, social and environmental norms.

Risk Management

It is the responsibility of the Board to monitor the broader
risk management processes in place to identify and manage
potential and relevant risks.

In discharging this obligation the Board may:—

®  |n conjunction with the Chief Executive Officer, internal
and external audit, set up and monitor internal controls
to ensure that management prudently and efficiently
manage resources, and the identification of the nature
and magnitude of the Company’s material risks. The
Company'’s primary risks are financial risks of liquidity,
market (funding, price and interest rate), and credit risk,
and operational risks of computer systems (Disaster
recovery plan and business continuity plan) and internal
processes.

@ Consider the nature and extent of risks the Board is
willing to take to achieve its strategic objectives. The
Company is committed to the management of risk to
achieve sustainability of service, employment and profits,
and therefore takes on controlled amounts of risk when
considered appropriate.

®  |n conjunction with the Chief Executive Officer, review
the effectiveness and integrity of compliance and risk
management systems within the business.

Annual Review

A review of this Corporate Governance Code and associated
processes and procedures will be completed on an annual
basis to ensure the Company adheres to best practice
governance principles and maintains high ethical standards.

This review will include a consideration of any processes

that materially differ from the principles set out in the

NZX Corporate Governance Best Practice Code. Where the
Company adopts a practice that materially differs from the
NZX Best Practice Code, this will be identified and noted in the
Company'’s annual report.
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PGG WRIGHTSON FINANCE LIMITED

STATEMENT OF COMPREHENSIVE INCOME

2010 2009
NOTE $000 $000
Interest income 4 58,730 56,685
Interest expense and other costs of funding 5 (30,357) (37,758)
Net interest income 28,373 18,927
Other income 6 925 916
Net impairment losses on financial assets 13 (8,949) (2,877)
Operating expenses 7 (7,056) (6,708)
(15,080) (8,669)
EBITDA 13,293 10,258
Depreciation and amortisation expense (198) (148)
Results from operating activities 13,095 10,110
Fair value adjustments 8 (338) 1,002
Profit before income tax 12,757 11,112
Income tax expense 9 (3,824) (3,334)
Profit for the period 8,933 7,778
Other Comprehensive Income
Effective portion of changes in fair value of cash flow hedges (2,992) 5,146
Income tax on other comprehensive income - -
Other comprehensive income for the period, net of income tax (2,992) 5,146
Total comprehensive income for the period 5,941 12,924
Earnings per share and net tangible assets
Basic and diluted earnings per share (New Zealand dollars) 0.28 0.25
Net tangible assets per security at period end 3.03 2.05

The accompanying notes form an integral part of these financial statements.
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PGG WRIGHTSON FINANCE LIMITED

STATEMENT OF CHANGES IN EQUITY

SHARE HEDGING RETAINED
CAPITAL RESERVE EARNINGS TOTAL
$000 $000 $000 $000
Balance at 1 July 2008 31,500 (1,002) 23,394 53,892
Profit or loss - - 7,778 7,778
Reclassification of opening deferred tax adjustment
on financial instruments - 130 (130) -
Net change in fair value of cash flow hedges net of tax - 5,146 - 5,146
Total comprehensive income for the period - 5,276 7,648 12,924
Balance as at 30 June 2009 31,500 4,274 31,042 66,816
Balance as at 1 July 2009 31,500 4,274 31,042 66,816
Profit or loss - - 8,933 8,933
Net change in fair value of cash flow hedges net of tax - (2,992) - (2,992)
Total comprehensive income for the period - (2,992) 8,933 5,941
Issue of preference shares 33,850 - - 33,850
Interest paid on preference shares - - (1,232) (1,232)
Ordinary share dividends paid - - (5,000) (5,000)
Total contributions by and distributions to shareholders 33,850 - (6,232) 27,618
Balance as at 30 June 2010 65,350 1,282 33,743 100,375

The accompanying notes form an integral part of these financial statements.

PGG WRIGHTSON FINANCE LIMITED ANNUAL REPORT 2010 13



PGG WRIGHTSON FINANCE LIMITED

STATEMENT OF FINANCIAL POSITION

2010 2009
NOTE $000 $000
ASSETS
Cash and cash equivalents 9,277 3,779
Derivative assets 10 1,979 7,575
Other receivables 11 3,364 1,767
Amounts due from Group entities 12 - 224
Loans and receivables 13 530,119 559,659
Property, plant and equipment 14 75 80
Intangible assets 15 1,180 1,163
Deferred tax assets 16 3,668 1,228
Total assets 549,662 575,475
LIABILITIES
Deposits and other borrowings 17 70,819 83,032
Derivative liabilities 10 222 2,488
Amounts due to Group entities 12 290 -
Trade and other payables 3,454 4,943
Tax payable 6,264 2,082
Term bank facility 18 21,000 71,500
Bonds 19 99,658 123,564
Secured debentures 20 247,580 221,050
Total liabilities 449,287 508,659
EQUITY
Share capital 21 65,350 31,500
Cash flow hedge reserve 1,282 4,274
Retained earnings 33,743 31,042
Total equity 100,375 66,816
Total liabilities and equity 549,662 575,475

These financial statements have been authorised for issue on 12 August 2010.

/)

Bill Thomas Tim Miles

Director Director

The accompanying notes form an integral part of these financial statements.
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PGG WRIGHTSON FINANCE LIMITED

STATEMENT OF CASH FLOWS

2010 2009
NOTE $000 $000
Cash flows from operating activities
Cash was provided from:
Interest received 58,947 56,685
Lease and other income 654 744
Cash was applied to:
Payments to suppliers and employees (7,660) (6,049)
Interest payments (29,222) (33,179)
Income tax paid (2,081) (3,969)
Net cash flow from operating activities 22 20,638 14,232
Cash flows from investing activities
Cash was provided from:
Decrease in finance receivables 20,583 -
Cash was applied to:
Purchase of property, plant and equipment (20) (86)
Purchase of intangible assets (190) (1,209)
Increase in finance receivables - (59,848)
Net cash flow from investing activities 20,373 (61,143)
Cash flows from financing activities
Cash was provided from:
Drawdown of term bank facility 21,000 71,975
Increase in debentures 26,531 48,122
Issue of preference shares 33,850 -
Increase in bonds - 77,405
Advances from parent 514 1,809
Cash was applied to:
Repayment of term bank facility (71,500) (140,475)
Interest on preference shares (1,232) -
Decrease in client deposits (12,214) (8,771)
Finance facility fees (2,229) -
Repayment of bonds (25,233) -
Dividends paid (5,000) -
Net cash flow from financing activities (35,513) 50,065
Net increase/(decrease) in cash held 5,498 3,154
Opening (bank overdraft)/cash 3,779 625
Cash and cash equivalents 9,277 3,779

The accompanying notes form an integral part of these financial statements.
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PGG WRIGHTSON FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS

1 REPORTING ENTITY

PGG Wrightson Finance Limited (the “Company”) is domiciled in New Zealand, registered under the Companies Act 1993 and has bonds listed
on the New Zealand Stock Exchange. The Company is an issuer in terms of the Financial Reporting Act 1993. The Company is a wholly owned
subsidiary of PGG Wrightson Limited.

The Company is primarily involved in the provision of financial services.

2 BASIS OF PREPARATION

Statement of Compliance

The financial statements have been prepared in accordance with New Zealand Generally Accepted Accounting Practice ("NZ GAAP”).
They comply with the New Zealand equivalents to International Financial Reporting Standards (“NZ IFRS”) and other applicable Financial
Reporting Standards as applicable for profit oriented entities. The financial statements comply with International Financial Reporting Standards.

These statements were approved by the Board of Directors on 12 August 2010.

Basis of Measurement

The financial statements have been prepared on the historical cost basis except for derivative financial instruments, which are measured at
fair value.

Functional and Presentation Currency

These financial statements are presented in New Zealand dollars (%), which is the Company’s functional currency. All financial information
presented in New Zealand dollars has been rounded to the nearest thousand.

Use of Estimates and Judgements

The preparation of financial statements requires management to make judgements, estimates and assumptions that affect the application
of accounting policies and the reported amounts of assets, liabilities, income and expenses. Actual results may differ from these estimates
and assumptions.

Estimates and assumptions are reviewed on an on-going basis. Revisions to accounting estimates are recognised in the period in which the
estimate is revised and in any future periods affected.

In particular, information about significant areas of estimation, uncertainty and critical judgements in applying accounting policies, that have
the most significant effects on the amount recognised in the financial statements, include:

— Estimation of average loan lives used to defer fees
- Valuation of financial instruments

- Carrying value of finance receivables.
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3 SIGNIFICANT ACCOUNTING POLICIES

Unless otherwise stated, the accounting policies set out below have been applied consistently to all periods presented in these
financial statements.

(a) Revenue Recognition
Recognition of Revenue

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Company and the revenue can be
reliably measured. The following specific recognition criteria must also be met before revenue is recognised.

Finance Revenue and Expense Recognition

For all financial instruments measured at amortised cost, interest income or expense is recorded at the effective interest rate, which is the

rate that discounts estimated future cash payments or receipts through the expected life of the financial instrument or a shorter period, where
appropriate, to the net carrying amount of the financial asset or financial liability. The calculation takes into account all contractual terms of
the financial instrument (for example prepayment options) and includes any fees or incremental costs that are directly attributable to the
instrument and are an integral part of the effective interest rate, but not future credit losses.

Once the recorded value of a financial asset or a group of similar financial assets has been reduced due to an impairment loss, interest income
continues to be recognised using the original effective interest rate applied to the new carrying amount.

The Company recognises interest revenue, management fees, and establishment fees on an accruals basis when the services are rendered.

Fee and Commission Income

The Company earns fee and commission income from a diverse range of services it provides to customers. Fee income can be divided into
the following three categories:

- Feeincome earned from services that are provided over a certain period of time. Fees earned for the provision of services over a period
of time are accrued over that period. Loan commitment fees for loans that are likely to be drawn down and other credit related fees are
deferred (together with any incremental costs) and recognised as an adjustment to the effective interest rate on the loan.

— Discharge fees are received by the Company upon early termination of mortgage loans. On a consolidated basis these are treated as
a recoupment of the transaction costs spent by the Company in establishing the mortgage loans. These fees form part of the interest
effective yield on the loans and are accrued and recognised in the statement of comprehensive income over the weighted average
expected life of the mortgage loans using the effective interest method.

- Fees or components of the fees that are linked to certain performance are recognised after fulfilling the corresponding criteria.

(b) Financial Instruments
Non-derivative Financial Instruments

Non-derivative financial instruments comprise; other receivables, cash and cash equivalents, loans and receivables, intercompany advances,
deposits, debentures, bonds, bank loans, and trade and other payables. Non-derivative financial instruments are recognised initially at fair
value plus, for instruments not at fair value through profit or loss, any directly attributable transaction costs. Subsequent to initial recognition
non-derivative financial instruments are measured as set out below.

A financial instrument is recognised if the Company becomes a party to the contractual provisions of the instrument. Financial assets are
derecognised if the Company is no longer entitled to cash flows generated by the asset, or if the Company transfers the financial asset to
another party without retaining control or substantially all risks and rewards of the asset. Financial instruments arising from the normal course
of business are recognised at the trade date, i.e. the date that the Company commits to the purchase or sale of the asset. Financial liabilities are
derecognised if the obligations of the Company lapse, expire, are discharged or cancelled.
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PGG WRIGHTSON FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

3 SIGNIFICANT ACCOUNTING POLICIES (conTINUED)

Cash and cash equivalents

Cash and cash equivalents include cash on hand, deposits held at call with banks, other short term highly liquid investments with maturities
of three months or less. Bank overdrafts that are repayable on demand and form an integral part of the Company’s cash management are
included as a component of cash and cash equivalents.

Loans and Other Receivables

Subsequent to initial recognition, other non-derivative financial instruments, including other receivables, loans and receivables and
inter-company advances are measured at amortised cost using the effective interest method, less any impairment losses.
Interest-bearing Borrowings

Interest-bearing borrowings are classified as other non-derivative financial liabilities and are stated at amortised cost. Interest-bearing
borrowings include debentures, client deposits, bonds and bank loans.

Trade and Other Payables

Trade and other payables are stated at cost.

Derivative Financial Instruments

The Company uses derivative financial instruments to manage its exposure to interest rate risks arising from operational, financing and
investment activities. In accordance with Company Treasury policy, the Company does not hold or issue derivative instruments for trading
purposes. However, derivatives that do not qualify for hedge accounting are accounted for as trading instruments.

Derivative financial instruments are recognised initially at fair value and transaction costs are expensed immediately. Subsequent to initial
recognition, derivative financial instruments are stated at fair value. The gain or loss on re-measurement to fair value is recognised immediately
in profit or loss. However, where derivatives qualify for hedge accounting, refer below for treatment of cash flow hedges. Fair value movements
of cash flow hedges in the Statement of Comprehensive Income are recognised in Interest Expense on maturity of the instrument.

Cash Flow Hedges

Changes in the fair value of the derivative hedging instrument designated as a cash flow hedge are recognised directly in equity to the extent
that the hedge is effective. To the extent that the hedge is ineffective, changes in fair value are recognised in the profit or loss.

If the hedging instrument no longer meets the criteria for hedge accounting, expires or is sold, terminated or exercised, then hedge accounting
is discontinued prospectively. The cumulative gain or loss previously recognised in equity remains there until the forecast transaction occurs.
When the hedged item is a non-financial asset, the amount recognised in equity is transferred to the carrying amount of the asset when it

is recognised. In other cases the amount recognised in equity is transferred to profit or loss in the same period that the hedged item affects
profit or loss.

Share Capital

Incremental costs directly attributable to the issue of ordinary shares are recognised as a deduction from equity.

(c) Intangible Assets
Computer Software

Computer software is a finite life intangible and is recorded at cost less accumulated amortisation and impairment losses. Amortisation is
charged on a straight line basis over their estimated useful lives between 3 and 10 years. The estimated useful life and amortisation method is
reviewed at the end of each annual reporting period.

(d) Impairment

The carrying value of the Company’s assets are reviewed at each balance sheet date to determine whether there is any objective evidence
of impairment. An impairment loss is recognised whenever the carrying amount exceeds its recoverable amount. Impairment losses directly
reduce the carrying value of assets and are recognised in the statement of comprehensive income.
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PGG WRIGHTSON FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

3 SIGNIFICANT ACCOUNTING POLICIES (conTINUED)

Past Due Assets

Loans and receivables are considered past due when they have been operated by the counterparty out of key terms, the facility has expired,
and in managements view there is no possibility of the counterparty operating the facility within key terms. When forming a view management
considers the counterparty’s ability to pay, the level of security and the risk of loss.

Impairment of Loans and Receivables
All known losses are expensed in the period in which it becomes apparent that the loans and receivables are not collectable.

The recoverable amount of the Company's investments in receivables carried at amortised cost is calculated as the present value of estimated
future cash flows, discounted at the original effective interest rate (i.e. the effective interest rate computed at initial recognition of these
financial assets). Receivables with a short duration are not discounted.

Impairment losses on an individual basis are determined by an evaluation of the exposures on an instrument by instrument basis. All individual
instruments are subject to this approach.

Non-financial Assets

The carrying amounts of the Company’s non-financial assets, other than deferred tax assets, are reviewed at each reporting date to determine
whether there is any indication of impairment. If any such indication exists then the recoverable amount of the asset is estimated.

An impairment loss is recognised if the carrying amount of an asset exceeds the recoverable amount. Impairment losses are recognised in the
statement of comprehensive income.

The recoverable amount of an asset is the greater of its value in use and its fair value less costs to sell. In assessing value in use, the estimated
future cash flows are discounted to their present value using a pre-tax discount rate that reflects current market assessments of the time value
of money and the risks specific to the asset.

An impairment loss is reversed if there has been a change in the estimates used to determine the recoverable amount. An impairment loss
is only reversed to the extent that the carrying value of the asset does not exceed the carrying value that the asset would have had, net of
depreciation or amortisation, if no impairment loss had been recognised.

(e) Income Tax

Income tax expense comprises current and deferred taxation and is recognised in profit or loss except to the extent that it relates to items
recognised directly in equity, in which case it is recognised directly in equity. Current tax is the expected tax payable on the taxable income
for the year, using tax rates enacted or substantively enacted at the reporting date, and any adjustment to tax payable in respect of previous
periods.

Deferred tax is recognised using the balance sheet method, providing for temporary differences between the carrying amounts of assets and
liabilities for financial reporting purposes and the amounts used for taxation purposes. Deferred tax is not recognised for the initial recognition
of goodwill.

Deferred tax is measured at the tax rates that are expected to be applied to the temporary differences when they reverse, based on the laws
that have been enacted or substantially enacted at the reporting date.

A deferred tax asset is recognised to the extent that it is probable that future taxable profits will be available against which temporary
differences can be utilised. Deferred tax assets are reviewed at each reporting date and are reduced to the extent that it is no longer probable
that the related tax benefit will be recognised.

(f) Determination of Fair Values

A number of the Company’s accounting policies and disclosures require the determination of fair value, for both financial and non-financial
assets and liabilities. Fair values have been determined for measurement and/or disclosure purposes based on the following methods.
Where applicable, further information about the assumptions made is disclosed in the notes specific to that asset or liability.
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PGG WRIGHTSON FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

3 SIGNIFICANT ACCOUNTING POLICIES (conTINUED)

Loans and Receivables, Debentures, Bonds and Deposits

The fair value of loans and receivables, debentures, bonds and deposits is estimated at the present value of future cash flows, discounted
at the market rate of interest at the reporting date.

Derivatives

The fair value of interest rate swaps is based on broker quotes. These quotes are tested for reasonableness by discounting estimated future
cash flows based on the terms and maturity of each contract using market interest rates for a similar instrument at the reporting date.

(g) Earnings per Share

The Company presents basic and diluted earnings per share (“EPS") data for its ordinary shares. Basic EPS is calculated by dividing the profit
or loss attributable to shareholders by the weighted average number of shares outstanding during the period. Diluted EPS is determined by
adjusting the number of shares outstanding to include the effects of all dilutive potential shares.

(h) Statement of Cash Flows

The Statement of Cash Flows has been prepared using the direct approach modified by netting of certain items. Certain cash flows have been
netted in order to provide more meaningful disclosure, as many of the cash flows are received and disbursed on behalf of customers and reflect
the activities of the customers rather than those of the Company. These include client deposits and financial receivables.

(i) Standards and Interpretations That Have Been Issued or Amended But Are Not Yet Effective

Standards and interpretations that have been issued or amended but are not yet effective and have not been adopted by the Company for the
period ended 30 June 2010 are as follows:

EFFECTIVE FOR ANNUAL REPORTING EXPECTED TO BE INITIALLY APPLIED
STANDARD PERIODS BEGINNING ON OR AFTER IN THE FINANCIAL YEAR ENDING
NZ IFRS-9 ‘Financial Instruments’ 1 Jan 2013 30 Jun 2014

NZ IAS-24 ‘Related Party Disclosures’ 1 Jul 2011 30 Jun 2012

To date the Company has not made an assessment of the impact on the financial statements.

(j) Segment Reporting

The Company has one reportable segment, being financial services within the New Zealand rural sector. Although the Company offers
different products, these are managed through analysis contained within the asset and liability segments of the Statement of Financial Position,
and through interest income and expense sections of the Statement of Comprehensive Income. The Chief Executive Officer reviews internal
management reports on the Company at the total Company level. No relevant segment structure is in place for regular reporting. Although
analysis is periodically done on various customer and product profiles, these ad hoc reports are not representative of how the business is
managed. The Company operates within geographical regions in New Zealand and limited analysis is utilised for those regions.

(k) Changes in Accounting Policy
The same accounting policies, presentation and methods of computation are followed as applied in the Company’s latest annual audited
financial statements, with the following exception:

Presentation of Financial Statements

The Company applied revised IAS 1 Presentation of Financial Statements (2007), which became effective as of 1 January 2009. As a result, the
Company presents in the consolidated statement of changes in equity all owner changes in equity, whereas all non-owner changes in equity
are presented in the consolidated statement of comprehensive income. This presentation has been applied in these financial statements as of
and for the year ended on 30 June 2010.

Comparative information has been re-presented so that it also is in conformity with the revised standard and current period classifications.
Since the change in accounting policy only impacts presentation aspects, there is no impact on earnings per share.
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PGG WRIGHTSON FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

4 INTEREST INCOME

2010 2009
$000 $000
Current accounts 18,878 15,592
Term loans 32,456 37,159
Loans and other receivables 7,396 3,934
58,730 56,685
Interest income of $6,683,912 has been charged on impaired assets (30 June 2009: $464,413).
5 INTEREST EXPENSE AND OTHER COSTS OF FUNDING
2010 2009
$000 $000
Deposits and other borrowings 2,545 4,395
Secured debentures 15,599 18,787
Bonds 10,153 7,518
Amortisation — bond costs 1,327 943
Bank loans — secured 2,536 5,094
Net swap costs (5,119) (1,437)
Bank/brokerage costs 4326 1,074
Crown Guarantee Fee (1,010) 1,384
30,357 37,758

On 17 February 2010 the Company was advised that Standard & Poor’s issued a BB stable credit rating. Costs relating to the Crown Guarantee
Scheme have been paid based on an unrated status. Achieving this credit rating has allowed the Company to apply to The Treasury for a

refund of $2.0 million.

6 OTHER INCOME

2010 2009
$000 $000
Loan fees 572 759
Other income 353 157
925 916
7 OPERATING EXPENSES
2010 2009
$000 $000
Operating expenses include:
Employee benefits expense 4,385 4,542
Rental and operating lease costs 505 237
Directors'fees 40 -
Amount paid to the auditor for audit fees — KPMG 84 58
Other expenses 2,042 1,871
7,056 6,708

Operating expenses include amounts that have been recharged from the Company’s parent for rent, employee salaries and
administration services.
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PGG WRIGHTSON FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

8 FAIR VALUE ADJUSTMENTS

2010 2009
$000 $000

Derivatives not in qualifying hedge relationships (338) 906
Risk share loan transfers - 96
(338) 1,002

9 TAXATION

Income tax expense

The prima facie income tax expense on pre tax accounting profit from operations reconciles to the income tax expense in the financial
statements as follows:

2010 2009

$000 $000

Current income tax expense 6,264 4,166

Deferred tax expense — origination and reversal of temporary differences (2,431) (832)

Deferred tax expense — reduction in tax rate 9) -

Total income tax expense 3,824 3,334
Reconciliation of effective tax rate

2010 2010 2009 2009

% $000 % $000

Profit for the period 8,933 7,778

Total income tax expense 3,824 3,334

Profit excluding income tax 12,757 11,112

Income tax using Company’s domestic tax rate 30.00% 3,827 30.00% 3,334

Non-deductible expenses -0.02% (3) 0.00% -

29.98% 3,824 30.00% 3,334

2010 2009

$000 $000

Imputation credit account 638 638

This account is not recognised in the Financial Statements.

On 27 May 2010 the Government passed legislation to reduce the Company tax rate from 30% to 28% effective for tax years beginning on or
after 1 April 2011,

The financial effect of the change in tax rate is a reduction in deferred tax assets / liabilities.
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PGG WRIGHTSON FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

10 DERIVATIVE FINANCIAL INSTRUMENTS

2010 2009
$000 $000
Fair Value
Interest rate swaps at fair value through profit or loss 504 866
Interest rate swaps designated as qualifying hedges 1,475 6,709
Derivative assets held for risk management 1,979 7,575
Interest rate swaps at fair value through profit or loss 28 54
Interest rate swaps designated as qualifying hedges 194 2,434
Derivative liabilities held for risk management 222 2,488
Net derivatives held for risk management 1,757 5,087
Nominal Value
Interest rate swaps at fair value through profit or loss 44,050 15,300
Interest rate swaps designated as qualifying hedges 267,800 314,766
Derivative assets held for risk management 311,850 330,066
Interest rate swaps at fair value through profit or loss 17,000 9,000
Interest rate swaps designated as qualifying hedges 96,369 124,715
Derivative liabilities held for risk management 113,369 133,715
Net derivatives held for risk management 198,481 196,351
The profit and loss impact of derivatives not designated as qualifying hedges is as follows:
Income - 906
Expense (338) =
Net income/(loss) from derivative financial instruments (338) 906

Cash flow hedges of interest rate risk

The Company uses interest rate swaps to hedge its exposure to changes in the market rates of variable and fixed interest rates.

Other derivatives held for risk management

The Company also uses interest rate swaps, not designated in a qualifying hedge relationship, to manage its exposure to the timing mismatch
of assets and liabilities.

11 OTHER RECEIVABLES

2010 2009
$000 $000

Prepayments 1,620 86
Accrued income 1,388 1,605
Sundry debtors 356 76
3,364 1,767
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PGG WRIGHTSON FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

12 RELATED PARTY TRANSACTIONS

2010 2009
$000 $000

Amounts Due From / (To) Group Entities - Balance Outstanding

Parent of the Company (290) 224

There is no other related party lending. All transactions and outstanding balances with these related parties are priced on an arm’s length
basis and are to be settled in cash on a monthly basis. None of the balances are secured.

The transactions relate to payments and receipts into and from the Company client accounts made by PGG Wrightson Limited on behalf
of the Company. In addition the Company repays PGG Wrightson Limited for expenses incurred on behalf of the Company including wages
and salaries.

Key Management Personnel Compensation

Key management personnel received compensation in the form of total remuneration including employee benefits, as set out below:

2010 2009

$000 $000
Short term employee benefits 990 995
Post employment benefits including contributions to defined contribution schemes 8 -
Other long term benefits - -
Termination benefits - 65
Share based payments 1 -

999 1,060

Directors fees incurred during the year are disclosed in Note 7 Operating Expenses.

Other Transactions with Key Management Personnel

The aggregate value of transactions and outstanding balances relating to key management personnel and entities over which they have
control or significant influence were as follows:

TRANSACTION VALUE BALANCE OUTSTANDING
2010 2009 2010 2009
$000 $000 $000 $000

B Jolliffe

(retired 24 June 2009) Bonds - 3 - 75

B McConnon

(retired 28 February 2010) Secured debentures and bonds 59 79 1,000 1,025

M Darrow Secured debentures - - 16 16
M Thomas Secured debentures and

rural saver deposits 11 - 359 -

Sir Selwyn Cushing Secured debentures 157 - 3,550 =

Cost Reimbursement to Parent

The Company has a policy to reimburse the parent company for all costs incurred on behalf of the Company. In the year to 30 June 2010
the total costs incurred by the parent on behalf of the Company was $7,101,422 (30 June 2009: $6,624,685). This was in part offset by the
Company’s share of gross profit earned for managing the client debtor accounts for the parent. The total recharge made for the year to
30 June 2010 was $7,101,422 (30 June 2009: $6,042,931).
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PGG WRIGHTSON FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

13 LOANS AND RECEIVABLES

Finance receivables — less than one year
Finance receivables — greater than one year

Less provision for doubtful debts

Impairment:
Balance at the beginning of the period

Impaired losses recognised in the statement of comprehensive income
Amounts written off in the statement of comprehensive income

Net impairment losses on financial assets

Reversals of previously recognised provisions

Balance at the end of the period

The status of the receivables at the reporting date is as follows:

Not past due

Past due 1 - 90 days

Past due 91 — 365 days
Past due more than 1 year
Impairment

2010 2009

$000 $000

432,107 411,560

110,262 151,726

542,369 563,286

(12,250) (3,627)

530,119 559,659

3,627 1,329

8,253 2,645

696 232

8,949 2,877

(326) (579)

12,250 3,627

NOT IMPAIRED IMPAIRED NOT IMPAIRED IMPAIRED
2010 2010 2009 2009
$000 $000 $000 $000
454,485 - 522,411 =
564 12,925 972 3,499
11,411 28,410 12,124 11,875
10,541 24,033 4,675 7,730
- (12,250) = (3,627)
477,001 53,118 540,182 19,477
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PGG WRIGHTSON FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

13 LOANS AND RECEIVABLES (conTINUED)

2010 2009
$000 $000
Asset Quality - Loans and Receivables
Neither past due nor impaired 454,485 522,411
Individually impaired loans 65,368 23,104
Past due loans 22,516 17,771
Provision for credit impairment (12,250) (3,627)
530,119 559,659
Ageing of Past Due but not Impaired
Past due 1-90 days 564 972
Past due 91-180 days 560 5,846
Past due 180-365 days 10,851 6,278
Past due more than 365 days 10,541 4,675
22,516 17,771
90 Day Past Due Assets (includes Impaired Assets)
Balance at the beginning of the year 36,404 15,252
Additions to 90 day past due assets 44,008 35,685
Reduction in 90 day past due assets 6,017) (14,533)
Balance at the end of the year 74,395 36,404
Impaired Assets
Balance at the beginning of the year 23,104 1,691
Additions to individually impaired assets 42,960 22,110
Amounts written off (696) (697)
Transfer to productive ledger - -
Balance at the end of the year 65,368 23,104
Provision for credit impairment (12,250) (3,627)
Net Carrying amount of impaired assets 53,118 19,477

There were no restructured loans at balance date (30 June 2009: $Nil).

Collateral held against past due loans includes properties, deposits, livestock, shares and other assets. The Company’s security documents are
used to maximise the recovery of outstanding loan amounts. The gross amount of past due assets at balance date was $87.9 million (30 June
2009: $40.9 million), and it has been estimated collateral held is equal to the net carrying amount of these impaired loans.
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PGG WRIGHTSON FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

14 PROPERTY, PLANT AND EQUIPMENT

Cost
Balance at 1 July 2008
Transfers in from PGG Wrightson Limited

Balance at 30 June 2009

Balance at 1 July 2009
Additions
Disposals and transfers to other asset classes

Balance at 30 June 2010

Depreciation and impairment losses
Balance at 1 July 2008

Transfers in from PGG Wrightson Limited
Depreciation for the period

Balance at 30 June 2009

Balance at 1 July 2009
Depreciation for the period
Disposals and transfers to other asset classes

Balance at 30 June 2010

Carrying amounts
At 1 July 2008

At 30 June 2009
At 1 July 2009

At 30 June 2010

15 INTANGIBLES

Computer software
Cost

Opening balance
Additions

Disposals

Closing balance

Amortisation

Opening balance
Amortisation for the period
Additions

Disposals

Closing balance

Net book value

1y MOTOR FURNITURE OFFICE
HARDWARE VEHICLES AND FITTINGS EQUIPMENT TOTAL
$000 $000 $000 $000 $000
165 46 44 44 299
165 46 44 44 299
165 46 44 44 299
29 - - 4 33
M (23) - - (24)
193 23 44 48 308
99 32 38 44 213
5 1 = = 6
104 33 38 44 219
104 33 38 44 219
23 - 1 1 25
- (11) - - (11)
127 22 39 45 233
61 13 6 = 80
61 13 6 - 80
66 1 5 3 75
2010 2009
$000 $000
1,482 355
190 1,482
- (355)
1,672 1,482
319 259
173 142
- 273
- (355)
492 319
1,180 1,163
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PGG WRIGHTSON FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

16 DEFERRED TAX ASSETS

2010 2009
$000 $000
Recognised deferred tax assets
Deferred tax assets are attributable to the following:
Provision for impairment losses on loans and receivables 3,675 1,088
Property, plant and equipment 6 (5)
Intangible assets (130) (56)
Provisions and employee entitlements 117 201
3,668 1,228
Movement in temporary differences during the year
RECOGNISED RECOGNISED
IN OTHER IN OTHER
BALANCE RECOGNISED IN COMPREHENSIVE BALANCE RECOGNISED IN COMPREHENSIVE BALANCE
1JUL 2008 PROFIT OR LOSS INCOME 30 JUN 2009 PROFIT OR LOSS INCOME 30JUN 2010
$000 $000 $000 $000 $000 $000 $000
Impairment losses 399 689 = 1,088 2,587 - 3,675
Property, plant
and equipment - (5) - (5) 11 - 6
Intangible assets (78) 22 - (56) (74) - (130)
Provisions and
employee
entitlements 75 126 - 201 (84) - 117
396 832 = 1,228 2,440 - 3,668
During the comparative period, employee entitlements for Company personnel, along with their associated deferred tax effect, were
transferred from the parent. The 1 July 2008 figures have been adjusted to reflect this transfer.
Unrecognised tax losses / Unrecognised temporary differences
The Company does not have any unrecognised tax losses or unrecognised temporary differences.
17 DEPOSITS AND OTHER BORROWINGS
2010 2009
$000 $000
Rural Saver accounts 52,474 59,695
Client deposits 91 248
Client current accounts 18,254 23,089
Deposits and other borrowings due within one year 70,819 83,032

All deposits listed above are unsecured deposits and rank equally with unsecured creditors of the Company. The deposits are issued pursuant
to the Trust Deed dated 7 October 2004. The interest rate for the deposits is fixed for the term of the investment at the time of application and
is paid monthly or as otherwise specified. Funding is sourced from within New Zealand.

The Company has a guarantee under the New Zealand deposit guarantee scheme. For further information about the New Zealand deposit

guarantee scheme, refer to www.treasury.govt.nz.
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PGG WRIGHTSON FINANCE LIMITED

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

18 TERM BANK FACILITY

The bank loan facility expires on 28 October 2011. The facility limit is $120 million (30 June 2009: $180 million) and the drawn amount at
balance date was $21.0 million (30 June 2009: $71.5 million). There is also an overdraft facility of $1 million (30 June 2009: $Nil) and the drawn
amount at balance date was $Nil. Security stock has been issued to two banks as security for advances to the Company. The security stock is
debenture stock which secures all liabilities owed by the Company to the banks, including principal, interest and costs in terms of a Trust Deed
dated 7 October 2004 and ranks equally with debenture stock and bonds.

The Company has entered into a risk share facility. The nature of this facility is that a percentage of loans with certain characteristics are sold
to the facility counterparty, an institutional bank. In the case of default, the Company has first loss exposure up to the Company'’s share of the
loan. The sold element of the loan is not held on the Company’s balance sheet. At 30 June 2010 $56.9 million (30 June 2009: $71.9 million) of
assets had been transferred to the Risk Share facility with a further $23.1 million (30 June 2009: $28.1 million) potential transfer.

19 BONDS
AMORTISED COST ~ AMORTISED COST
FACE VALUE 2010 2009
COUPON $000 $000 $000
PGG Wrightson Finance Limited 2010 (PWF020) 8.50% 25,216 - 25,076
PGG Wrightson Finance Limited 2010 (PWF030) 8.25% 100,000 99,658 98,488
125,216 99,658 123,564

All bond series are secured in terms of the Trust Deed Relating to Bonds (including amendments) dated 21 April 2005. They rank equally with
debenture stock and bank loans with a 5% limitation on prior security. Interest is paid quarterly. The carrying value includes the capitalised
bond costs which are amortised over the life of the bonds. PWF020 was fully repaid in May 2010.

20 SECURED DEBENTURES

2010 2009
$000 $000
Amounts payable in less than one year 190,815 141,814
Amounts payable in more than one year 56,765 79,236
Secured debentures 247,580 221,050

Debentures consist of fixed interest debt securities which are of equal ranking with bonds, debentures and bank loans. They are secured by a
first ranking security interest over all the assets of the Company in terms of a Trust Deed dated 7 October 2004. The interest rate for the secured
debenture stock is fixed for the term of the investment at the time of application and is paid either monthly, quarterly or annually. Funding is
sourced from within New Zealand.

The Company has a guarantee under the New Zealand deposit guarantee scheme. For further information about the New Zealand deposit
guarantee scheme, refer to www.treasury.govt.nz.
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21 CAPITAL AND RESERVES

NUMBER OF NUMBER OF
REDEEMABLE REDEEMABLE NUMBER OF NUMBER OF
PREFERENCE PREFERENCE ORDINARY ORDINARY
SHARES SHARES SHARES SHARES
2010 2009 2010 2009 2010 2009
$000 $000 000 000 000 000
Share Capital

On issue at beginning of period 31,500 31,500 - - 31,500 31,500
Preference shares issued 33,850 - 33,850 - - -
On issue at end of period 65,350 31,500 33,850 - 31,500 31,500

Ordinary Shares

Ordinary shares are fully paid, have no par value, carry equal voting rights and share equally in any profit on the winding up of the Company.

Preference Shares

On 16 January 2010 33.85 million preference shares were issued to PGG Wrightson Limited. Preference shares are fully paid, have a principal
amount of $1.00 per share and no par value. Voting rights are limited to class voting rights and liquidation resolutions. The preference shares
mature when the PGG Wrightson convertible redeemable notes are either converted or redeemed or on the sale of a controlling interest

in PGG Wrightson Finance. Interest is payable quarterly in arrears at 8% per annum at the sole discretion of the Company directors. Unpaid
interest does not accumulate interest. All interest to date has been paid. They rank below debt and ahead of ordinary shares on liquidation
of the Company.

Hedging Reserve

The hedging reserve comprises the effective portion of the cumulative net change in the fair value of cash flow hedging instruments related
to hedged transactions that have not yet settled.

Dividends

A dividend of $5.0 million was declared and paid by the Company in June 2010 (30 June 2009: SNil).
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22 RECONCILIATION OF PROFIT AFTER TAXATION WITH NET CASH FLOW FROM
OPERATING ACTIVITIES

2010 2009
$000 $000
Profit after taxation 8,933 7,778
Add/(deduct) non-cash items:
Depreciation and amortisation of property, plant & equipment and software 198 148
Amortisation — bond costs 1,327 943
Bad debts written off (net) 8,949 2,877
Fair value adjustments 338 (1,002)
(Increase)/decrease in deferred taxation (2,440) (948)
Other non-cash and financing items 2,230 1,890
10,602 3,908
Add/(deduct) movement in working capital items:
(Increase)/decrease in trade and other receivables (1,589) 2,114)
Increase/(decrease) in accruals and other liabilities (1,490) 4,346
Increase/(decrease) in income tax payable 4,182 314
1,103 2,546
Net cash flow from operating activities 20,638 14,232
23 COMMITMENTS
2010 2009
$000 $000
Commitments to extend credit 60,205 93,044

24 CONTINGENT LIABILITIES

There were no contingent liabilities at balance date (30 June 2009: $Nil).
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25 FINANCIAL INSTRUMENTS

Introduction

The Company is committed to the management of risk to achieve sustainability of service, employment and profits, and therefore, takes on
controlled amounts of risk when considered appropriate.

The primary risks are those of liquidity, market (funding, price and interest rate) and credit risk.

The Board of Directors is responsible for the review and ratification of the Company’s systems of risk management, internal compliance and
control, code of conduct and legal compliance.

The Board maintains a formal set of delegated authorities (including policies for credit and treasury), that clearly define the responsibilities
delegated to management and those retained by the Board. The Board approves these delegated authorities and reviews them annually.
Liquidity Risk

Liquidity risk is the risk that the Company will encounter difficulties in raising funds at short notice to meet commitments associated with
financial instruments. The Company monitors its liquidity daily, weekly and monthly and maintains appropriate liquid assets and committed
bank funding facilities to meet all obligations in a timely and cost efficient manner. Management of liquidity risk is designed to ensure that the
Company has the ability to meet financial obligations as they fall due.

The objectives of the Company’s funding and liquidity policy is to:

— ensure all financial obligations are met when due;

- provide adequate protection, even under crisis scenarios; and

- achieve competitive funding within the limitations of liquidity requirements.

The Company manages this risk by forecasting daily cash requirements, forecasting future funding requirements, maintaining an adequate
liquidity buffer and ensuring long term lending is reasonably matched with long term funding.

Market Risk

Market risk is the potential for change in the value of balance sheet positions caused by a change in the value, volatility or relationship between
market risks and prices. Market risk arises from the mismatch between assets and liabilities, both on and off balance sheet. Market risk includes
funding, price and interest rate risk which are explained as follows:

Funding Risk

Funding risk is the risk of over-reliance on a funding source to the extent that a change in that funding source could increase overall funding
costs or cause difficulty in raising funds. The Company has a policy of funding diversification. The funding policy augments the Company’s
liquidity policy with its aim to ensure the Company has a stable diversified funding base without over-reliance on any one market sector.

Price and Interest Rate Risk

Price risk is the risk that the value of financial instruments and the interest margin will fluctuate as a result of changes in market interest rates.
The risk is that financial assets may be repriced at a different time and / or by a different amount than financial liabilities.

This risk is managed by operating within approved policy limits using an interest rate duration approach. When required to maintain interest
rate risk within policy, the Company uses interest rate hedging instruments including interest rate swaps.
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25 FINANCIAL INSTRUMENTS (cONTINUED)

Credit Risk

Credit risk is the potential for loss that could occur as a result of a counterparty failing to discharge its obligations. Management formally
reports on all aspects of key risks to the Audit Committee at least two times each year. In addition, the following management committees
review and manage key risks:

— The Senior Management Team meets regularly to consider new and emerging risks, reviews actions required to manage and mitigate key
risks, and to monitor progress.

- The Credit Committee, comprising of Board representation and management appointees, meets regularly as required to review credit risk,
new loans and provisioning.

Foreign Currency Risk

Foreign currency risk is the risk of loss to the Company arising from adverse changes in foreign currency rates. The Company does not normally

have exposure to foreign currency.

Derivatives

Derivative instruments are contracts whose value is derived from one or more underlying financial instruments or indices defined in the
contract. The Company may enter into derivative transactions including interest rate swaps, forward rate agreement, futures, options and
combinations of these instruments.

Capital Management

The capital of the Company consists of share capital, reserves, and retained earnings.

The policy of the Company is to maintain a strong capital base so as to maintain investor, creditor and market confidence while providing the
ability to develop future business initiatives.

As a condition of external lines of funding, the Company must maintain a level of capital in excess of 10% of Total Tangible Assets. The Company
also has a requirement under the Trust Deed to ensure Total Liabilities do not exceed 92% of Total Tangible Assets. Both these requirements are
monitored on an ongoing basis by management. At no time during the period were either of these requirements breached.

On 1 December 2010, the Company will be subject to Deposit Takers (Credit Ratings, Capital Ratios, and Related Party Exposures) Regulations
2010, passed by Order in Council on 12 June 2010. The Regulations require adherence to capital adequacy ratios. The Company has not yet
made a full assessment of the impact of these regulations.

Sensitivity Analysis

The sensitivity of net profit after tax for the period, and shareholders'equity, to reasonably possible changes in conditions is as follows:

INTEREST RATES INCREASE INTEREST RATES DECREASE
BY 1% BY 1%
2010 2009 2010 2009
$000 $000 $000 $000
Impact on net profit after tax (244) (179) 251 178
Shareholders’ equity (2,319) (112) 2,383 117

The stress test uses the existing balance sheet interest rates. The effect of financial instruments designated at fair value also impacts on net
profit after tax and Shareholders’ equity.
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(a) Liquidity Risk - Contractual Maturity Analysis

The following tables analyse the Company financial assets and financial liabilities into relevant maturity groupings based on the remaining
period at the balance sheet date to the contractual maturity date (reported on an undiscounted basis). Deposits include substantial customer
savings deposits and cheque accounts, which are at call. History demonstrates that such accounts provide a stable source of long term funding
for the Company.

WITHIN 1-2 2-5 OVER 5 CONTRACTUAL CARRYING
12 MONTHS YEARS YEARS YEARS CASH FLOW VALUE
$000 $000 $000 $000 $000 $000
2010
Assets
Cash and cash equivalents 9,277 - - - 9,277 9,277
Derivative financial instruments 971 381 627 - 1,979 1,979
Other receivables 3,364 - - - 3,364 3,364
Loans and receivables 445,674 76,920 50,219 73 572,886 530,119
Total financial assets 459,286 77,301 50,846 73 587,506 544,739
Liabilities
Deposits and other borrowings 70,819 - - - 70,819 70,819
Derivative financial instruments 143 51 28 - 222 222
Trade and other payables 3,454 - - - 3,454 3,454
Term bank facility - 21,000 - - 21,000 21,000
Bonds 104,125 - - - 104,125 99,658
Secured debentures 200,800 35,616 26,713 - 263,129 247,580
Total financial liabilities 379,341 56,667 26,741 - 462,749 442,733
Undrawn bank loans 99,000 99,000
Unutilised bank facility 23,057 23,057
122,057 122,057
Loans and receivables commitments 60,205 60,205
2009
Assets
Cash and cash equivalents 3,779 - - - 3,779 3,779
Derivative financial instruments 2,319 4,460 796 - 7575 7.575
Other receivables 1,767 - - - 1,767 1,767
Amounts due from Group entities 224 - - - 224 224
Loans and receivables 418,319 120,713 59,965 - 598,997 559,659
Total financial assets 426,408 125,173 60,761 - 612,342 573,004
Liabilities
Deposits and other borrowings 83,032 - - - 83,032 83,032
Derivative financial instruments 1,725 677 86 - 2,488 2,488
Trade and other payables 4,943 - - - 4,943 4,943
Term bank facility 71,500 - - - 71,500 71,500
Bonds 27,181 111,000 - - 138,181 123,564
Secured debentures 152,216 47,900 39,827 - 239,943 221,050
Total financial liabilities 340,597 159,577 39,913 - 540,087 506,577
Undrawn bank loans 108,500 108,500
Unutilised bank facility 28,016 28,016
136,516 136,516
Loans and receivables commitments 93,044 93,044
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(b) Liquidity Risk - Maturity Analysis (Expected Maturity)

The following maturity analysis of the Company’s Loans and receivables is based on their expected maturity dates. There is no material
difference between contractual and expected maturity for all other categories of asset and liabilities. The liquidity profile will not agree to
the contractual cash flow above because it is based on expected not contractual maturity.

2010
Loans and receivables

2009
Loans and receivables

(c) Interest Rate Repricing Schedule

WITHIN 1-2 2-5 OVER5 CARRYING
12 MONTHS YEARS YEARS YEARS TOTAL VALUE
$000 $000 $000 $000 $000 $000
436,616 87,524 54,592 353 579,085 530,119
405,896 141,968 61,807 = 609,671 559,659

The following tables include the Company’s assets and liabilities at their carrying amounts, categorised by the earlier of contractual repricing

or maturity dates.

2010

Assets

Cash and cash equivalents
Derivative financial instruments
Other receivables

Loans and receivables

Liabilities

Deposits and other borrowings
Derivative financial instruments
Trade and other payables
Amounts due to Group entities
Term bank facility

Bonds

Secured debentures

2009

Assets

Cash and cash equivalents
Derivative financial instruments
Other receivables

Amounts due from Group entities
Loans and receivables

Liabilities

Deposits and other borrowings
Derivative financial instruments
Trade and other payables

Term bank facility

Bonds

Secured debentures

WITHIN 1-2 2-5 OVER 5 NON INTEREST
12 MONTHS YEARS YEARS YEARS BEARING TOTAL
$000 $000 $000 $000 $000 $000
9,277 - - - - 9,277
(71,500) 35,250 36,250 - 1979 1979
- - - - 3364 3,364
515018 13,106 1,995 - - 530,119
452,795 48,356 38,245 - 5,343 544,739
70,819 - - - - 70,819
(10,742) 10,000 742 - 222 222
- - - - 3,454 3,454
- - - - 290 290
- 21,000 - - - 21,000
99,658 - - - - 99,658
190,815 32,390 24375 - - 247,580
350,550 63,390 25,117 - 3,966 443,023
3,779 - - - - 3,779
(147,050) 128,800 18,250 = 7,575 7,575
- - - - 1767 1767
- - - - 224 224
510,100 39,251 10,308 - - 559,659
366,829 168,051 28,558 - 9,566 573,004
83,032 = = = = 83,032
(2,269) (8,731) 11,000 = 2,488 2,488
- - - - 4943 4943
71,500 - - - - 71,500
25,076 98,488 - - - 123,564
141,814 43,296 35,940 - - 221,050
319,153 133,053 46,940 = 7,431 506,577
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(d) Accounting classifications and fair values

The tables below set out the Company’s classification of each class of financial assets and liabilities, and their fair values.

2010

Assets

Cash and cash equivalents

Derivative financial instruments held
for risk management

Other receivables

Loans and receivables

Liabilities

Deposits and other borrowings

Derivative financial instruments held
for risk management

Trade and other payables

Amounts due to Group entities

Term bank facility

Bonds

Secured debentures

2009

Assets

Cash and cash equivalents

Derivative financial instruments held
for risk management

Other receivables

Amounts due from Group entities

Loans and receivables

Liabilities

Deposits and other borrowings

Derivative financial instruments held
for risk management

Trade and other payables

Term bank facility

Bonds

Secured debentures

TRADING AT LOANS AND OTHER TOTAL CARRYING
FAIR VALUE RECEIVABLES AMORTISED COST AMOUNT FAIR VALUE
$000 $000 $000 $000 $000
- 9,277 - 9,277 9277
1,979 - - 1,979 1,979
- 3,364 - 3,364 3,364
- 530,119 - 530,119 528,653
1,979 542,760 - 544,739 543,273
- - 70,819 70,819 70,819
222 - - 222 222
- - 3,454 3,454 3,454
- - 290 290 290
- - 21,000 21,000 21,000
- - 99,658 99,658 101,523
- - 247,580 247,580 249,245
222 - 442,801 443,023 446,553
- 3,779 - 3,779 3,779
7,575 - - 7,575 7,575
- 1,767 - 1,767 1,767
- 224 - 224 224
- 559,659 - 559,659 560,300
7,575 565,429 = 573,004 573,645
- - 83,032 83,032 83,032
2,488 - - 2,488 2,488
- - 4,943 4,943 4,943
- - 71,500 71,500 71,500
- - 123,564 123,564 113,719
- - 221,050 221,050 226,589
2,488 = 504,089 506,577 502,271

The fair value of loans and receivables are calculated using discounted cash flow models based on the interest rate re-pricing and maturity

of the financial assets. Discount rates applied in this calculation are based on current market interest rates for Loans and Advances with similar
credit profiles. The fair value of all financial liabilities is calculated using discounted cash flow models based on the interest rate re-pricing and
maturity of the instruments. The discount rate applied in this calculation is based on current market rates.
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Fair Value Hierarchy

All financial instruments that are recognised in the Statement of Financial Position at fair value are valued using valuation models that are

based on observable market inputs (level 2 inputs).

Interest rates used for determining fair value

Loans and receivables
Secured debentures
Bonds

(e) Credit Risk

Geographical distribution of loans and receivables
Auckland/Northland

King Country/Bay of Plenty/Waikato

Hawkes Bay/Gisborne

Taranaki/Manawatu

Wairarapa

Nelson/Marlborough

Canterbury

Southland/Otago

Concentration of credit exposures

2010 2009
$000 $000
11.7% 8.5%
6.4% 5.1%
8.5% 6.8%
2010 2009
$000 $000
18,606 29,783
57,201 57,729
28,595 26,487
33,690 37917
18,074 16,599
22,788 24,199
154,122 167,777
197,043 199,168
530,119 559,659

Credit risk is the risk of loan defaults. Collateral is obtained, where necessary, by the Company to cover credit risk exposures and such collateral

includes properties, deposits, livestock, shares and other assets. All credit risks are within New Zealand.

The Company is selective in targeting credit risk exposures and avoids exposures to any high risk area. Before approving a loan, the Company
generally undertakes an independent credit check, seeks an asset valuation where appropriate and assesses the customer’s capacity to make
repayments, their financial position and their credit history with the Company. Following any loan approval, the Company regularly monitors
loan repayment arrears, takes prompt action to address arrears/default situations and takes fair but firm action to realise securities and

minimise losses in the event of default. Financial assets are presented at their carrying values.

Sheep and beef

Dairy

Arable

Horticulture / viticulture
Deer

Other

Concentration of credit exposures to individual counterparties
Amount owing by 10 largest borrowers

As a % of net loans and receivables

As a % of total equity

% of total equity
10% to 19%

20% to 29%

over 30%

The above tables have been compiled using gross exposures and do not include any guarantee arrangements.

2010 2009
$000 $000
289,887 298,217
137,853 147,997
30,241 32,265
25414 28,131
16,438 14,924
30,286 38,124
530,119 559,659
111,069 96,981
21.0% 17.3%
110.7% 145.1%
5 7
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Exposure to credit risk

The carrying amount of financial assets represents the maximum credit exposure. The Company's material credit risk arises from loans and
advances. The maximum exposure to credit risk on loans and advances at the reporting date was:

LOAN TO SECURITY LOAN TO SECURITY
VALUE RATIO LIMIT BALANCE VALUE RATIO LIMIT BALANCE
2010 2010 2010 2009 2009 2009
% $000 $000 % $000 $000
First mortgage 56.7% 491,039 457,527 49.0% 503,295 456,679
Second mortgage 63.8% 30,992 25,605 62.8% 41,093 32,514
First general or specific
security agreement 60.6% 64,760 37,385 56.8% 91,691 57,143
Other security 100.0% 11,295 7,794 90.5% 15,615 10,109
Unsecured 0.0% 6,131 1,748 0.0% 9,695 3,214
58.3% 604,217 530,119 50.4% 661,389 559,659
(f) Concentration of funding
The majority of Company funding is from within New Zealand.
2010 2009
$000 $000
Customer industry concentration of funding
Retail investors 418,057 427,646
Wholesale investors 21,000 71,500
439,057 499,146
Product concentration of funding
Deposits and other borrowings 70,819 83,032
Secured debentures 247,580 221,050
Bonds 99,658 123,564
418,057 427,646
Term bank facility 21,000 71,500
439,057 499,146
Geographical distribution of deposits and other borrowings, secured debentures and bonds
Auckland/Northland 26,183 29,019
King Country/Bay of Plenty/Waikato 26,203 28,903
Hawkes Bay/Gisborne 29,024 25,993
Taranaki/Manawatu 21,454 17,166
Wairarapa 19,474 21,494
Nelson/Marlborough 19,135 19,196
Canterbury 138,898 151,311
Southland/Otago 136,759 133,958
Overseas 927 606
418,057 427,646

26 EVENTS SUBSEQUENT TO BALANCE DATE

On 12 August 2010 the Proposal was approved at a Special Meeting of Bondholders. This amended the Bond Trust Deed, allowing the

Company (at its election) to extend the term of the Bonds by up to 12 months. The extension had been available under the Bond Trust Deed,
but only if the conditions of the extended Crown Guarantee were not materially different from the original Crown Guarantee. Amongst other
matters, the guaranteed amount under the extended Guarantee Scheme was materially lower ($250,000 compared to $1 million under the
original Crown Guarantee for eligible investors). Therefore, Bondholders were required to approve the Proposal by way of an Extraordinary

Resolution, which, in turn, amended the Bond Trust Deed to again allow the Company to exercise the term extension option.

There were no other significant events subsequent to balance date (30 June 2009: Nil).
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AUDIT REPORT

TO THE SHAREHOLDER OF PGG WRIGHTSON FINANCE LIMITED

We have audited the financial statements on pages 12 to 38. The financial statements provide information about the past financial

performance of the company and its financial position as at 30 June 2010. This information is stated in accordance with the accounting

policies set out on pages 16 to 20.

Directors’ responsibilities

The Directors are responsible for the preparation of financial statements which give a true and fair view of the financial position of the company
as at 30 June 2010 and the results of its operations and cash flows for the year ended on that date.

Auditors’ responsibilities

It is our responsibility to express an independent opinion on the financial statements presented by the Directors and report our opinion to you.

Basis of opinion

An audit includes examining, on a test basis, evidence relevant to the amounts and disclosures in the financial statements. It also
includes assessing:

e the significant estimates and judgements made by the Directors in the preparation of the financial statements;
e whether the accounting policies are appropriate to the company’s circumstances, consistently applied and adequately disclosed.

We conducted our audit in accordance with New Zealand Auditing Standards. We planned and performed our audit so as to obtain all the
information and explanations which we considered necessary in order to provide us with sufficient evidence to obtain reasonable assurance
that the financial statements are free from material misstatements, whether caused by fraud or error. In forming our opinion we also evaluated
the overall adequacy of the presentation of information in the financial statements.

Our firm has also provided other assurance services to the company. Partners and employees of our firm may also deal with the company
on normal terms within the ordinary course of trading activities of the business of the company. There are, however, certain restrictions on
borrowings which the Partners and employees of our firm can have with the company. These matters have not impaired our independence as
auditors of the company. The firm has no other relationship with, or interest in, the company.
Unqualified opinion
We have obtained all the information and explanations we have required.
In our opinion:
e proper accounting records have been kept by the company as far as appears from our examination of those records;
¢ the financial statements on pages 12 to 38:
- comply with New Zealand generally accepted accounting practice;

- give a true and fair view of the financial position of the company as at 30 June 2010 and the results of its operations and cash flows for
the year ended on that date.

Our audit was completed on 12 August 2010 and our unqualified opinion is expressed as at that date.

KPME,

Christchurch
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STATUTORY DISCLOSURES
S —————

The following particulars of notices were given by Directors of the Company pursuant to Section 140(2) of the Companies Act 1993 for the
year 1 July 2009 to 30 June 2010 (*Interest ceased during the year)

DIRECTOR INTEREST

ORGANISATION

M N Allen Chairman
Appointed 25 February 2010 Director

Environment Investment Limited
Godfrey Hirst (NZ) Limited

Tainui Group Holdings Limited

RVNZ New Zealand Investments Limited
Breakwater Investments Limited
Breakwater Limited

Waikato Tainui Fisheries Limited

Trustee Mike and Anne Allen Family Trust
N G Bates Consultant ANZ National Bank Limited
Appointed 25 February 2010
Sir Selwyn Cushing Chairman NZ Rural Property Trust Management Limited

Retired 28 February 2010 Chairman/Shareholder

Director/Shareholder

Governing Director
Director

Director/Trustee Shareholder

Rural Equities Limited

Skellerup Holdings Limited

H & G Limited

Makowai Farm Limited

Forsyth Barr Esam Cushing Limited

PGG Wrightson Limited

Whakamarumaru Station Limited

PGG Wrightson Employee Benefits Plan Trustee Limited
PGG Wrightson Trustee Limited

PGG Wrightson Employee Benefits Plan Limited

Unit Holder NZ Rural Property Trust
M J Flett Director/Shareholder Barkers Fruit Processors Limited and subsidiaries
Retired 28 February 2010 Blueprint Holdings 2006 Limited and subsidiaries
Milkpride Holdings Limited and subsidiaries
NZ Farming Systems Uruguay Limited
Payton Holdings Limited and subsidiaries
PGG Wrightson Limited * (Director to 28 February 2010)
TCO Limited
Shareholder Alliance Group Limited
Ballance Agri-Nutrients Limited
CRT Limited
Ravensdown Fertiliser Co-operative Limited
Trustee Liaki Trust
Susan Flett Trust
G A CGould Director Christchurch International Airport Limited

Appointed 5 February 2010
Retired 28 February 2010
Chairman/Shareholder

Director/Shareholder

Orion New Zealand Limited

PGG Wrightson Limited

Gould Holdings Limited

George Gould Limited

Milford Dart Limited

Southern Hemisphere Proving Grounds Limited
Pyne Gould Corporation Limited
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DIRECTOR INTEREST ORGANISATION
BRIrvine Chairman Christchurch City Holdings Limited
Retired 28 February 2010 House of Travel Holdings Limited
Pyne Gould Corporation Limited
MARAC Finance Limited
Director Godfrey Hirst NZ Limited

Director/Shareholder

Provencocadmus Limited *

Market Gardeners Limited and subsidiaries
Perpetual Trust Limited

PGG Wrightson Limited

Rakon Limited

Scenic Circle Hotels Limited

Skope Industries Limited

BR Irvine Limited

G Lai Director Ace Choice Management Limited
Appointed 30 December 2009 Brothers Capital Limited
Retired 28 February 2010 PGG Wrightson Limited
Singapore Zhongxin Investments Co. Limited
Chairman/Shareholder Agria Corporation (NYSE:GRO) and certain of its subsidiaries and associates
China Pipe Group Limited (HKSE:0380) and certain of its
subsidiaries and associates
S R Maling Chairman MARAC Finance Limited *
Retired 30 October 2009 Pyne Gould Corporation Limited *
Shareholder Pyne Gould Corporation Limited
Director Perpetual Trust Limited *

Director/Shareholder

PGG Wrightson Limited* (Director to 30 October 2009)
NZ Farming Systems Uruguay Limited * (Director to 15 October 2009)

J B McConnon
Retired 28 February 2010

Director/Shareholder

Aorangi Laboratories Limited
SABCON Limited

Chairman Rural Portfolio Investments Limited (in liquidation)

Director D CRoss Limited
PGG Wrightson Limited * (Director to 28 February 2010)
Rural Portfolio Capital Limited (in liquidation)
Rural Portfolio Investments Securities Limited (in liquidation)
45 South Exports Limited
45 South Management Limited

T M Miles Trustee Eastbourne Trust

Managing Director/Shareholder

Director/Shareholder

MR Miles Trust

PGG Wrightson Limited

Jeffries Miles Consulting Limited
Jeffries Miles Property Limited
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DIRECTOR

INTEREST

ORGANISATION

M C Norgate
Chairman until 23 July 2010
Retired 28 February 2010

Director

Director/Shareholder

Aotearoa Fisheries Limited

Centre for High Performance Work Limited*

Kura Limited

MCN Rural Investments Limited

New Zealand Institute of Chartered Accountants

NZ Farming Systems Uruguay Limited

PGG Wrightson Limited * (Director to 28 February 2010)
Rural Portfolio Capital Limited (in liquidation)

Rural Portfolio Investments Limited (in liquidation)
Rural Portfolio Investments Securities Limited (in liquidation)
Sealord Group Limited

Port Taranaki Limited

Wool Partners International Limited

C & J Custodian Limited

MCN Holdings Limited

KR Smith

Chairman from 23 July 2009
to 28 February 2010

Retired 28 February 2010

Chairman

Director

Director/Shareholder

Member

Goodman (NZ) Limited (Chairman from 1 April 2010)

Healthcare Holdings Limited and subsidiaries

Mobile Surgical Services Limited

The Warehouse Group Limited

Tourism Holdings Limited

Electronic Navigation Limited

Enterprise Motor Group Limited and subsidiaries and associates
Gwendoline Holdings Limited (Non-trading investment company)
James Raymond Holdings Limited (Non-trading investment company)
Mighty River Power Limited

NZ Farming Systems Uruguay Limited (Chairman to 17 December 2009)
Wickliffe Limited *

Harpers Holding Limited

PGG Wrightson Limited (Chairman from 23 July 2009 to 28 February 2010)
New Zealand Advisory Board of LEK Consulting Limited

M R Thomas
Appointed 1 March 2010

Director

PGG Wrightson Employee Benefits Plan Limited

PGG Wrightson Employee Benefits Plan Trustee Limited
PGG Wrightson Real Estate Limited

PGG Wrightson Trustee Limited

Agrosan S.A. (Uruguay)

Hunker S.A. (Uruguay)

Juzay S.A. (Uruguay)

Lanelle S.A. (Uruguay)

Wrightson Pas S.A. (Uruguay)

W D Thomas

Chairman
Director/Shareholder

Trustee

NZ Velvet Marketing Co Limited
PGG Wrightson Limited

Velvet Logistics Limited
Longbeach Trust

T Xie
Appointed 30 December 2009

Director

Agria Corporation (NYSE:GRO) and certain of its subsidiaries and associates
PGG Wrightson Limited

In addition:

e SirSelwyn Cushing, M J Flett, G A C Gould and W D Thomas advised that they each have interests in farming operations and may transact

business with PGG Wrightson Group companies on normal terms of trade.

e PGG Wrightson Directors hold shares in NZ Farming Systems Uruguay Limited either directly or through an associated person. NZ Farming
Systems Uruguay Limited transacts business with the PGG Wrightson Group through farming and management contracts.
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PGG WRIGHTSON FINANCE LIMITED

STATUTORY DISCLOSURES (CONTINUED)

DIRECTORS'REMUNERATION

The following persons held office, or ceased to hold office, as a Director during the year to 30 June 2010 and received the following
remuneration (including the value of any benefits):

DIRECTOR DIRECTORS' FEES CREDIT COMMITTEE TOTAL REMUNERATION
M N Allen (1) 24,306 - 24,306
N G Bates 12,153 3,472 15,625

Sir Selwyn Cushing (2) - _

M J Flett (2) - -

G A CGould (2) - -

BRIrving (2) - -

GLai(2) - _

SR Maling (2) - -

J B McConnon (2) . _

TM Miles (2) (3) - -

M C Norgate (2) - _

KR Smith (2) - -

M R Thomas (3) - -

W D Thomas (2) - -

T Xie (2) - -

(1) Appointed as Chairman on 1 March 2010

(2) Directors of the Company who are also Directors of the parent PGG Wrightson Ltd do not receive base Directors fees or Committee fees
from the Company. Their Directors fees from PGG Wrightson Ltd are disclosed in the PGG Wrightson Ltd Annual Report 2010.

(3) Executive Directors of the Company who are employees of the parent PGG Wrightson Ltd do not receive Directors fees. Their remuneration

from PGG Wrightson Ltd is disclosed as required in the PGG Wrightson Ltd Annual Report 2010.

DIRECTORS' SECURED DEBENTURES AND BOND HOLDINGS

These transactions are set out in the Related Party Transactions note 12 to the Financial Statements.

DIRECTORS'INDEPENDENCE

The Board has determined that as at 30 June 2010, the following Directors are Independent Directors as defined under the New Zealand
Exchange rules:

M N Allen and N G Bates
The following Directors are not Independent Directors:
T Xie and W D Thomas — by virtue of their being Directors of the parent PGG Wrightson Ltd

T M Miles and M R Thomas — by virtue of their being Executive Directors
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PGG WRIGHTSON FINANCE LIMITED

STATUTORY DISCLOSURES (CONTINUED)

NZX WAIVERS

One waiver was granted and published by the NZX during the 13 months ending 31 July 2010, to PGG Wrightson Finance Ltd in February 2010
from NZSX Listing Rule 3.5.1 to enable the Company to appoint additional Independent Directors to its Board and pay them Directors fees
without having to obtain shareholder approval.

In accordance with the NZSX Listing Rule 10.5.5(f), the full text of this waiver is available on the Company’s website at
www.pggwrightsonfinance.co.nz under About Us > Governance. This waiver will remain on the Company’s website for at least 12 months
following publication of this annual report.

DIRECTORS'INDEMNITY AND INSURANCE

In accordance with section 162 of the Companies Act 1993 and the Constitution of the Company, the Company has insured Directors against
liabilities to other parties that may arise from their positions as Directors of the Company, Subsidiaries and Associates. This insurance does not
cover liabilities arising from criminal actions and deliberate and reckless acts or omissions by the Directors.

EMPLOYEE REMUNERATION

There are no employees of the Company. The remuneration of employees of the parent PGG Wrightson Ltd who perform services for the
Company is disclosed as required in the PGG Wrightson Ltd Annual Report 2010.
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PGG WRIGHTSON FINANCE LIMITED

CORPORATE DIRECTORY

COMPANY NUMBER 1166085

BOARD OF DIRECTORS AS AT 30 JUNE 2010

Michael Allen Chairman (appointed 25 February 2010)
Noelan Bates (appointed 25 February 2010)

Tim Miles

Bill Thomas

Michael Thomas Executive Director (appointed 1 March 2010)

Tao Xie (appointed 30 December 2009)

MANAGING DIRECTOR
PGG Wrightson Limited

Tim Miles

CHIEF FINANCIAL OFFICER
PGG Wrightson Limited

Rob Woodgate (appointed 13 August 2010)

CEO PGG WRIGHTSON FINANCE LIMITED

Mark Darrow

GENERAL COUNSEL/COMPANY SECRETARY
PGG Wrightson Limited

Julian Daly

REGISTERED OFFICE
PGG Wrightson Finance Limited

57 Waterloo Road

PO Box 292

Christchurch 8042
Telephone 64 3 372 0800
Fax 64 3 372 0801

AUDITOR

KPMG

62 Worcester Boulevard
PO Box 1739
Christchurch

Telephone 64 3 363 5600
Fax 64 3 363 5629

SHARE REGISTRY

Computershare Investor Services Limited
Level 2, 159 Hurstmere Road

Takapuna, North Shore City 0622

Private Bag 92119

Auckland 1142

Managing your bond holding online:

To change your address, update your payment instructions
and to view your investment portfolio, including
transactions, please visit:

www.compute rshare.co.nz/investorcentre

General enquiries can be directed to:

Y enquiry@computershare.co.nz

(=] Private Bag 92119, Auckland 1142, New Zealand

@) Telephone +64 9 488 8777 Facsimile +64 9 488 8787

Please assist our registrar by quoting your CSN or
Bondholder number.
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