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MORVEN GLENAVY IKAWAI
IRRIGATION COMPANY LIMITED AND GROUP

Directors Report

The Board of Directors present their Annual Report including financial statements of the Campany and Group for the year ended 31
July 2017.

Principal Activities

Irrigation water supply to farmers and other commercial users and maintzining the irrigation water scheme in the Walmate District.
The nature of the business has not changad Inthe perlod under review.

Directors Holding Office During the Year

The following Directors acquired shaves during the year:

Shares Acquired
Director Shareholder Quantity Date Consideration Paid
R.T.C. Murphy [Chalrman} Murphy Farm Ltd 65 11/11/2016 131,950
G.C. Van't Klooster Van't Klooster Farms Ltd 3 11/11/2016 166,404
D.G. Ellis Ellis-Lea Farms 2000 Ltd I 40082016 405,000
B. Hargreaves Phoenix Dairies Ltd 65  11f11/2016 131,950
M.T. Cochrane MT & OE Cochrane Family Trust 350 24/08/2016 525,000
P. Mehrtens Rawcliffe Farms Ltd 200 24/08/2016 300,000
R.B. Hart RB Hart Family Trust 70 244082016 105,000

G.C. Van't Klooster transferred 100 shares from Van't Klooster Farms Ltd to Tawai Family Trust.

Diractors are land holders receiving water feom the Company at the same rate as other sharehalders. Transactions entered into with
Directors of the company where the Director had an interest are disclosed in the Notes to the financial staterments.

R.T.C Murphy, G.C. Van't klooster, A.R. Gibson, M.LF Hurst, M.L, lepsen, and R.), Smith held office as Marven Glenavy Ikawal
lirigation Company Limited (MG!) Directors and were Joined by D.G. €llis as a Waihao Downs Irrigation (WDI) representative during
the year. Mo other person held the office of MGI Director at any time during the year. LC. Kirk, D.G. Ellis, M.T. Cochrane, 8.T.
Hargreaves, R.B. Hart, and P.L Mehrtens held the office of Directar of WDI in conjunction with the MGI Directors until the WD!
Board was diskanded in December 2015,

Schedule of Directors Sharehalding as at 31 July 2017

Director Shareholder Na.Shares
R.T.C. Murphy {Chairman} Murphy Farm Ltd 1,614 shares
G.C van't Klooster Tawai Family Trust 561 shares
RUA Farming Company Ltd 371 shares
Var't Klooster Farmns Lid 382 shares
Bosterca Ltd 158 shares
A.R.Glhson Lynburn Dairy Ltd 180 shares
M.LF. Hurst Thanet Farm ltd 397 shares
R.J. Smith Papamoa Enterprises Ltd 604 shares
D.G. Ellis Ellis-Lea Farms 2000 Ltd 270 shares

There were two employees of the Company {and the group], who were not Directors and whose remuneration and benefits
exceedad $100,000 during the financial year. One was in the range of $100,000 to $110,000 and the second $170,000 to $180,000.
No other employees of the company or group received remuneration exceeding $100,000 during the year.

Insurance

The company holds Directors' & Officers’ Liability Insurance which eovers the 7 company Directors and General Manager. The policy
covers these personsiel against loss for which the Company is not permitted or required by law ta indemnlfy them arising from any
claim first made against them, individually or otherwise, while the policy is held. The policy has a llmit of Indemnity of $2,500,000.

Dividemnds
No payment of any dividend far ris recommiended by the Directors.

Direct:

Director

Dated: 20th November 2017




IRRIGATION COMPANY LIMITED AND GROUP

MORVEN GLENAVY IKAWAI

Statement of Profit or Loss and Other Comprehensive Income
For the Year Ended 31 July 2017

Revenue

Irrigation Water Charges
Additional Water

Rental Income

Electricity Recovered

Interest Recovered

WO Shared Cost Contribution
Other Operating income
Total Revenye

Other Income

Interest Received - Investments
Dividends Received - Investments
finance Income - Derivative Instrument

TOTAL INCOME

Less Expenses

Audit Fees

Consent & Approval Costs
Consultancy

Contribution Costs
Dapreciation

Directors Fees

Employee Benefits
Finance Costs - Loan
Finance Costs - Derivative Instrumeant
.N.Z Membership
fnsurance

Kiwisaver Contributions
Legal

Loan Impairment

Note

2y

12

23

Loss on Disposal - Property Plant & Equipment 2

Maintenance

Other Costs

Other Electricity

Project Investigation Costs
Pump Station Electricity
Quality & Monltoring
Rates

Secretarial & Accounting
Strategy & Farm Plans
Survey

Vehicle

TOTAL EXPENSES
PROFIT / (LOSS) BEFORE INCOME TAX

Income Tax Expense
PROFIT / {LOSS) AFTER INCOME TAX

Other Comprehensive Income

TOTAL COMPREHENSIVE INCOME

Profit f [Loss} Attributable to:
Owners of the Parent

Total Comprehensive Income Attributable to:

Owners of the Parent

The accomponying nofes form part of these finonctal

Group Group Parent Parent
2017 2016 2017 2016
$ § $ 5
1,493,517 1,404,446 1,331,626 1,337,017
22,618 154,245 22,618 154,245
11,585 775 11,585 775
392,566 198,923 56,961 79,275
1,219,310 - - -

- - 178,221 61,392

34,172 19,260 16,274 15,700
3,173,769 1,777,659 1,617,284 1,648,404
38,781 49,574 38,743 48,591
3,651 3,192 3,247 3,192
706,747 - - -
749,180 52,766 41,990 51,783
3,922,948 1,830,425 1,659,274 1,700,187
15,590 19,978 16,590 19,978
32,897 32,547 29,346 32,547
19,279 44,660 19,279 44,660
102,939 90,912 102,939 90,912
1,444,838 242,502 269,073 242,502
80,000 87,500 80,000 75,000
$86,526 554,200 586,526 554,200
1,230,155 . - -

- 1,188,542 - .
36,264 24,826 36,265 32,186
59,383 26,535 24,495 25,286

8,048 5,854 8,048 5,854
39,389 34,723 30,478 34,723
- - 5,168,825 -
- 40,817 - 40,817
225,135 561,761 193,544 561,761
55,284 69,687 53,035 64,740
7451 6,415 7451 6415
109,792 109,792
385,763 202,264 54,723 79,276
156,511 71,221 94,342 71,221
37,617 31,763 37,617 31,763
58,566 137,290 44,069 94,119
64,110 49,014 64,110 48,599
83,708 5,942
40,991 36,442 40,991 36,442
4,881,747 3,563,451 7,077,481 2,192,999
{958,799) {1,739,026) {5,418,206) (492,812}
(958,799} {1,739,026) {5,418,206) {452,812)
{958,799} [1,735,026) (5,418,206} {492,812)
{958,799) {1,739,026) {5,418,206} (492,812}
(958,799) {1,739,026) {5,418,206) (492,812}

These fineneial

1ty have been ouditad - Please refer o the Avditor's Repart




MORVEN GLENAVY IKAWAI

IRRIGATION COMPANY LIMITED AND GROUP
Statement of Changes in Equity
For the Year Ended 31 July 2017

Note Spreading Capital Retained
Orclinary Shares Rights Contributions Earnings Total Equity
$ $ $ $ $

Morven Glenavy Ikawai rrlgation Company Limited
Balance at 1 August 2015 13,367,115 - 116,539 (870,463) 12,613,191
Net Profit after Income Tax - - . {492,812) {492,812}
Other Comprehensive lncome - - - - -
Total Comprehensive Income - - - {492,812) {492,812)

Transactions with owners In their capacity as owners

Cash received on shares not yet issued 8 537,752 . - - 537,752
Share Issue Costs {82,287) - - - {82,287)
Balance at 31 luly 2016 13,822,580 - 116,539 {1,363,275} 12,575,844
Balance at 1 August 2016 13,822,530 - 116,539 (1,363,275} 12,575,844
Net Profit after income Tax - - - (5,418,206} {5,418,206)
Other Comprehensive Income - . - . .

Total Comprehensive Income - - - {5,418,206) (5,418,206}

Transactions with owners In their capacity as owners

Shares Issued 596,866 - - - 596,866
Share Issue Costs (77,000) - - B {77,000)
Share Advance Transferred 8 {57,400} 57,400 - - -
Cash received on shares not yet Issued 8 663,556 - - - 663,556
Capital Contrlbutions Transferred g - - {116,539} 116,539 -
Balance at 31 July 2017 14,948,602 57,400 - {6,664,943) 8,341,059
Grou|

Balance at 1 August 2015 13,367,115 - 116,539 {984,630} 12,499,024
Net Profit after Income Tax . - - {1,739,025) {1,739,025)
Other Comprehensive Income - - - - -
Total Comprehensive ncome - - - {i,739,025}) {1,739,025)

Transactions with owners in their capacity as owners

| Cash recelved on shares not yet issued 8 537,752 - - - 537,752
Share |ssue Costs {82,287} - - - {82,287)
Ralance at 31 July 2016 13,822,580 - 116,539 {2,723,655) 11,215,464
Balance at 1 August 2016 13,822,580 - 116,539 (2,723,655} 11,215,464
Net Profit after Income Tax - . - {958,739} {958,795}
Other Comprehensive Income - - . - -
Total Comprehensive Income - - - {958,799} {958,799)

Transactions with owners in their capacity as owners

Shares Issued 596,866 - - - 596,866
Share issue Costs {77,000 - {77,000
Share Advance Transferred 8 . {57,400} 57,460 - -
Cash received on shares not yet issued 8 663,556 - - - 663,556
Capital Contributions Fransferred 8 - - {116,539 116,539 -
Balance at 31 July 2017 14,948,602 57,400 - {3,565,915) 11,440,087

The occompanyling notes fora poct of these finonciol statements. These finonclal statements frove been oudited - Flease refer bo the Auditor's Report




MORVEN GLENAVY IKAWAI
IRRIGATION COMPANY LIMITED AND GROUP

Statement of Financial Position
As at 31 July 2017

Group Group Parent Parent
2017 2016 2017 2016
Note $ $ $ $
Current Assets
Cash and Cash Equivalents 5 1,043,912 648,483 799,051 448,959
Term Deposits 14 700,000 1,224,729 700,000 1,224,728
Trade and Other Receivables 6 737,720 106,643 808,633 120,305
Prepayments 4,783 4,487 4,783 4,487
Interest Accrued 977 2,402 977 2,402
GST Receivable 56,371 21,475 32,948 11,575
Taxation Refundable 7 11,520 13,472 11,472 13,396
2,555,283 2,021,690 2,357,865 1,825,851
Non-Current Assets
Property, Plant & Equipment 2 35,541,951 36,665,184 6,143,825 6,323,272
Capital Works in Progress 3 480,238 - 425,363 -
Intangibles 4 3,972 - 970 -
Investments 17 6,490 6,490 6,490 6,490
Investments in Subsidiary 24 - - 7,000 4,777,150
36,032,651 36,671,674 6,583,648 11,106,912
TOTAL ASSETS 38,587,934 38,693,364 8,941,512 12,932,763
Current Liabilities
Trade & Other Payables 622,476 367,803 479,897 233,263
Employee Entitlements 16 120,556 123,656 120,556 123,656
Interest Accrued 3,984 - -
Environmental Levy Fund 6,406 - - -
Derivative Financial Liability 9 481,795 1,188,542 - -
1,235,217 1,680,001 600,453 356,919
Non-Current Liabilities
Loans & Borrowings 9 25,912,630 25,547,898 - -
Retentions 15 - 250,000 - -
25,912,630 25,797,898 - -
TOTAL LIABILITIES 27,147,847 27,477,899 600,453 356,919
Shareholders' Equity 8
Ordinary Shares 14,207,046 7,386,480 14,207,046 7,386,480
Unissued Shares 741,556 6,436,100 741,556 6,436,100
Retained Earnings (3,565,915) (2,723,655) (6,664,943) (1,363,275)
Capital Contribution from Shareholders - 116,539 - 116,539
Spreading Rights 57,400 - 57,400 -
11,440,088 11,215,464 8,341,059 12,575,844
TOTAL EQUITY AND LIABILITIES 38,587,934 38,693,364 8,941,512 12,932,763
For and on behalf of the W
Dlrector/
Difbctor

Date: 20th November 2017

The accompanying notes form port of these financial statements. These financial statements have been audited - Please refer to the Auditor's Report




MORVEN GLENAVY IKAWAI
IRRIGATION COMPANY LIMITED AND GROUP

Statement of Cash Flows
For the year ended 31 July 2017

Group Group Parent Parent
2017 2016 2017 2016
Note 5 $ $ 3

Cash Flows from Ogerating Actlvities
Cash was provided from -
Receipts from Customers 1,979,691 1,734,810 1,504,477 1,593,092
Interest Recovered 1,112,641 - - -
Interest Received 40,206 48,254 40,168 47,272
Dividends Received 3,651 3,192 3,247 3,192
Rental Property Income 11,585 775 11,585 775
Taxation Refunded 13,451 33,034 13,396 32,557
G5T Receipts 11,488 117,792 - 113,182

3,172,713 1,937,857 1,572,873 1,790,070
Cash was applied to -
Payment to Employees 597,568 531,372 597,568 531,372
Payments to Suppliers 1,640,948 1,400,438 1,071,098 1,327,773
Interest Expense 1,241,782 . . .
Taxation Payments 11,500 13,452 11,471 13,396
GST Payments 13,682 - 13,682 -

3,505,479 1,945,262 1,693,819 1,872,541
Net Cash inflow {Outflow} from Operating Activities 0 {332,766) {7,405) {120,946) (82,471)

Cash Flows from Investing Activities
Cash was provided from -
Disposal of Investments 524,729 600,000 524,729 600,000

Sale of Property, Plant & Equipment - 17,391 - 17,391
524,729 617,391 524,729 617,391
Cosh was applied to - _
Purchase of Investments . 700,000 398,675 962,325 |
Purchase of intangibles 4,167 - 1,059 -
Purchase of Capital Works & Property, Plant & Equipment 785,336 19,378,038 282,194 551,543
789,503 20,078,038 681,928 1,613,868
Met Cash Inflow {Outflow) from Investing Activities {264,774) {19,460,647) {157,199} {096,477)
Cash Flows from Financing Activities
Cosh was provided from -
Issue of Shares 705,237 537,752 705,237 537,752
Drawdown of foans 364,732 18,263,393 - -
1,069,969 18,801,145 705,237 537,752
Cash was applied to -
Shares kssue Costs 77,000 82,287 77,000 82,287
77,000 82,287 77,000 82,287
Met Cash Inflow (Outflow} from Financing Activities 992,969 18,718,858 028,237 455,465
Net Cash Increase (Decrease ) During the Year 395,429 {749,194) 350,093 {623,4383)
Cash and Cash Equivalents at Q1 August 648,483 1,397,677 448,959 1,072,442
Cash and Cash Equivalents at 31 July 5 1,043,912 648,483 799,051 448,959
The pecompamying rotes form port of these fi ferf s berk, ts. These fis faf seat ts Rave beenaudited - Please refer ko the Auditar’s Report




MORVEN GLENAVY IKAWAI
IRRIGATION COMPANY LIMITED AND GROUP

Notes to the Financial statements
For the year ended 31 July 2017

1. Statement of Accounting Policies

Reporting Entity

Motven Glenavy [kawai Irrigation Company Limited {"the Company”} is a company incorporated and domiciled in New Zealand under the
Companies Act 1993. The company registered as a co-operative company on the 4th of lanuary 2017, The company is registered under the
Co-operative Companies Act 2996, It purchased the shareholding of Waihao Downs Irrigation Limited {WBI} in lune 2014 and WDI has been
a fully owned subsidiary since that date. The 2017 financlal information reparted consolidates the two companies results.

The directors authorised the financial statements far issue on 20th November 2017.

Basis of preparation

These financial statements have been prepared in accordance with the requirements of the Companies Act 1293, and the Financial Reporting
Act 2013. These financial statements have been prepared in accordance with generally accepted accounting practice in New Zealand (N2
GAAP), They comply with the Blew Zealand Equivalents to International Financial Reporting Standards (NZ IFRS} as appropriate for profit-
oriented entities. The Group is a Tier 1 for-profit entity and has elected to report in accordance with NZ IFRS as issued by the New Zealand
External Reporting Board (XRB). The financial statements comply with International Financial Reporting Standards {IFRS).

Summary of Significant Accounting Policies

The principal accounting policies adopted in the preparation of the financial statements are set cut below. These policies have been
consistently applied to the years presented, unless otherwise stated.

Measurement Base

The accounting principles recognised as appropriate for the measurement and reporting of financial performance and flnancial position on an
historical cost basis are followed, with the exception of certain items for which specific accounting policies are identifled.

The accrual basis of accounting has been used and the financial siatements have been prepared on a going concern basis.

Presentation Currency

These financiats are presented in New Zealand dollars () which is the cornpany’s and subsidiary’s functional currency. All numbers have been
rounded to the nearest dollar,

Use of Estimates and Judgemeants

The preparation of financial statements in conformity with NZ IFRS requires management to make judgements, estimates and assumptions
that affect the application of accounting poficies and the reported amounts of assets, liahilities, income and expenses. Where material,
infarmation on significant assumptions and estimates is provided In the relevant accounting policy or it will be provided in the relevant note.
The estimate and assoctated assumptions are based on historical experience and various other factors that are believed to be reasonable
under the circumstances. Subsequent actual results may differ from these estimates. The estimates and underlying assumptions are
reviewed an an on-geing basis. Revisions to accounting estimates are recognised in the year in which the estimates are revised and in any
future periods affected. In particular, Information about significant areas of judgment in applying policies that have the most effect on the
amount recognised in the financial statements are described in note 10,

Specific Accounting Policies

The following specific accounting policles, which materially affect the measurement of financial performance and the financial pasition, have
been applied.

1.1 Basis of Consolidatlon

The financial statements of the group are the consolidated financial statements on the basis that Morven Glenavy lkawal Irrigation Company
Limited controls its wholly owned subsidiary Waihao Downs [rrigatien Limited.

BDPO
Chrlstehurch




The company controls an investee if all three of the following elements are present: power over the investee, exposure to variable returns
from the investee, and the ability of the investor to use its power to affect those variable returns. Control is reassessed whenever facts and
circumstances indicate that there may be a change in any of these elements of control.

The subsidiary has a 31 July reporting date and conslstent accounting policies have been used.

The acquisition method is used to prepare the consofidated financlal statements which involves adding together like items of assets,
{labilities, income and expenses on a line by line basis. All inter-company transactions have been ellminated on consolidation.

In the parent company separate financial staternents of investments in subsidiaries are stated at cost less any impairment fosses.

1.2 Property, Plant 8 Equipment and Depreciation

items of property, plant & equipment are initlally recognised at cost, Thay are subsequently recorded at cost lass accumulated depreciation
provided to date and any impairment losses. Cost includes expenditure that is divectly attributable to the acquisition of the item. Subsequent
expenditure is capitalised only when it is probable that the future economic benefits asseciated with the expenditure will flow to the Group.
Ongping repairs and maintenance are expensed as incurred.

Depreciation is charged on a diminishing value basis except for buildings, and the North Extension & Horsnells Pand, which are depreciated
on a straight line basis. Land is not depreciated. Depreciation is at rates expected to fully depreciate the asset to its residual value over the
axpected life of the asset. Depreciation methods, useful lives and residual values are reviewed at year end and adjusted if appropriate. The
following depreciation rates are used in the calculation of depreciation In the current and prior period. Depreciation rates for the current and
prior perlods are:

Land 0%

Buitdings . 15-50yrs  SE

Irrigation Scheme (MGI) 2% - 10% bV & 35yrs - 50 yrs 51
Irrigation Scherme (WD} 25yrs - 50 yrsSE

Motor Vehicles 20-30% oV
Automation 4.8%-30% DV
Plant 9.5%- 80.4% DV

When an item of property, plant and equipment is disposed of, any gain or foss is recognised in the profit or loss and is calculated as the
difference between the sale price and the carrying value of the item,

1.3 Capital Work in Progress

Capital work in progress includes the costs incurred on Property, Plant and Equipment that are directly attributed to the development of the
Irrigation Schemes, Capital works in progress are not depreciated untif they are ready for their intended use.

1.4 Intangible Assets
The useful kives of intangible assets are assessed to be either finite or indefinite. Intangible assets with finite fives are amortised over the

useful life and tested for impairment whenever there is an indication that the intangible asset may be impaired. Intangible assets include
Resource Consents,

The amortisation period and ameortisation method for an intangible asset is reviewed at least at each reporting date. Changes in the
expected useful life or the expected pattern of consumption of future economic benefits embodied in the asset are accounted for
prospectively by changing the amartisation period or method, as appropriate, which is 2 change In accounting estimate.

1.5 Impairment of Non-financial Assets

At each reporting date, the carrying amounts of the tangible assets {except for deferred tax assets) are reviewed to determine whether there
is any indication of Impairment. If any such indication exists for an asset, the recoverable amount of the asset is estimated in order to
determine the extent of the impairment loss {if any). Where the asset does not generate cash flows that are independent from other assets,
the group estimates the recoverable amount of the cash-generating unit to which the asset belongs.

A cash generating unit is defined as the smallest ident!fiable group of assets that generates cash inflows that are largely independent of cash
! inflows of other assets or groups of assets,

Recoverable amount is the higher of fair value tess costs to sell and value in use. [n assessing vafue in use, the estimated future pre-tax cash
flows are discounted to their present value using a pre-tax discount rafe that reflects current market assessments of the time value of money
and the risks specific to the asset for which the estimates of future cash flows have not been adjusted.

An impairment loss is expensed immaediately in profit or loss. An impairment loss is reversed only to the extent that the asset’s carrying
amount does not exceed the carrying amount that would have been determined, net of depreciation or amortisation, if no impairment loss
had been recognised.

8 Chrisichurch



1.6 Goods and Services Tax {GST)
The statement of profit or loss and other comprehensive income has been prepared so that all companents are stated exclusive of G5T. All

items in the statement of financial position are stated net of GST, with the exception of receivables and payables, which include GST
invoiced.

1.7 Income Taxation

Income tax expense comprises current and deferred tax. Current tax is calculated using the tax rafes {and tax laws) that have been enacted
or substantively enacted at the end of the reporting period.

Temporary differences arising from transactions, other than business combinations, affecting neither accounting profit nor taxable profit are
ignored.

Tax effect accounting is applied on a comprehensive basis toall temporary differences using the liability method.

Deferred tax is provided for temporary differences between the carrying amounts of assets and liabilities for financial reporting purposes and
the amounts used for tax purposes.

Deferred tax is measured at the tax rates that are expected to be applied to the temperary differences when they reverse, based on laws
that have been enacted ar substantively enacted by the reporting date,

A deferred tax asset is recognised to the extent that it is probable that future tax 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 jonger probable that the related tax
benefits will be realised.

Additional income taxes that arise from the distribution of dividends are recognised at the same time as the liability to pay the related
dividend is recognised.

1.8 Financial Instruments

Financial instruments include cash and cash equivalents, trade and other receivables, advances, trade and other payables, derivatives, and
borrowings. All financial instruments are included in the statement of financial position.

Recognition and De-recognition of financial assets end labilities

Financial assets and financial Nabilities are recognised when the group becomes party to the contractual provisions of the instrument.
Financial assets record the value attributed at trade date.

Financlal assets are derecognised if the group's contractual rights to the cash flows from the financial assets expire, or when the financial
asset and ali subsequent risks and rewards are transferred. A financial liability is derecognised when it is extinguished, discharged or expires.

Financial assets and financial liabilities are initially recognised at fair value. The initial measurement of other financial instruments which are
not at fair value through profit or loss are also adjusted in respect of transaction costs that are directly attributable to the acquisition or issue
of the instrument.

Availabfe for sale financial assets

Awvailable for sale financial assets are non-derivatives, principally equity securlties, that are either designated in this category or not classified
in any of the other categories. Fhey are included in non-current assets unless management intends to dispose of the investment within 12
months of batance date. The Group's avallable for sale financial assets consist of equity investments. Purchases of financial assets are
recognised when the Group becomes a party to the contractual provisions of the instrument. Investments are initially recognised at fair
value plus transaction costs. Investments in equity instruments that do not have a quoted market price in an active market and whose fair
values cannot be reliably measured are recognised and subsequently carried at cost.

Investments are derecognised when the rights to receive cash flows from the investments have expired or have been transferred and the
Group has transferred substantially all the risks and rewards of ownership.

Subsequent measurement of financlal assets

The subsequent measurement of financial assets depends on their classification. Financial assets are classified as subsequently measured at
their amortised cost or fair value on the basis of both the purpose for which the financial asset was acquired ar the nature of the financial
assets contractual cash flows. Management determines the classification of financial assets at initial recognition and re-evaluates this
designation at each reporting date.

A gain or loss on a financial asset that is measured at amortised cost Is recognised in profit or loss, when the financial asset Is de-recognised,
impaired or re-classified. A gain or loss on a financial asset that is measured at fair value through profit or loss is recognised in profit or loss.

£00
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The group has the following categories of financia! assets and liabilities:
- Financial liabilitles at fair value through profit or loss;
- Other financtal liabilities at amortised cost;
- Loans and receivables

- Avallable for sale financial assets

All financial assets except for those dlassified fair value through profit or loss are subject to review for impairment at least at each reporting
date or when indleators of Iimpairment exist,

Cash and cash equivalents

Cash and cash equivalents are held for the purpose of meeting short-term cash commitments rather than for investiment or other purposes,
Cash and cash equivalents include cash in hand, deposits held at calf with banks, other short term highly liquid investments with original
maturities of three months or less.

Loans and receivables
Loans and receivables are non derivative financial assets with fixed or determinable payments that are not guoted in an active market.
Financial assets classified as loans and receivables are subsequently measurad at amortised cost using the effective interest method.

If there is objective evidence that an impairment loss has been incurred, the amount of the loss is measured as the difference between the
carrying amount and the present value of estimated futuce cash flows discounted at the original effective interest rate. The amount of the
loss is recognised in profit or loss.

Cash and cash equivalents and trade debtors and other receivables fall into this category of financial instruments. Trade dehtors and other
receivables are initially recorded at fair value plus direct attributable transaction cost and subsequently carried at amortised cost using the
effective interest method less allowance for impairment. Due allowance is made for impaired receivables if there is objective evidence that
the receivable is impaired. When determining whether a financial asset is impaired, objective evidence includes consideration of whether the
counter party is in financial difficulty or defaults or definquency in interest or principal payments or It is probabte that the counter party wili
enter bankruptcy.

Financiei Liabilitles ot folr value through profit or loss

This category comprises only out-of-tha-maney derivatives. They are carried in the statement of financial position at fair value with changes
in falr value recognised in the statement of profit or loss and other comprehensive income. The Group does not hold or issue derivative
instruments for speculative purposes, but for econemic hedging purposes. Other than these derivative financial instruments, the Group does
not have any liabilities held for trading nor has it designated any firancial liabilities as being at fair value through praofit or loss.

Subsequent measurement of financial liabilities

After inltia) recognition all flnancial liabilitles are measured at amortised cost using the effective interest method, except for financial
ltabilities fair value through profit or foss. All gains or losses recognised on fivancial liabilities whether measured at amartised cost or falr
value are reported in the profit or loss for the period.

Financial liabilities held by the parent and group includes trade creditors and other payables, lcans and borrowings, and derivative financial
liabilities.

Impairment of financiol Assets
A financial asset is assessed at each reporting date to determine whether there is any objective evidence that It Is impaired. A financial asset
Is considered to be impaired i objective evidence indicates that one or more events have had a negative effect on the estimated future cash

. flows of the asset.

An impairment foss in respect of a financial asset measured at amortised cost is calculated as the difference between its carrying amount,
and the present value of the estimated future cash flows discounted at the original effective interest rate.

Individuatly significant financial assets are tested for impairment on an individual basis. The remaining financial assets are recognised
collectively i groups that shave similar credit risk characteristics, including any similar significant financiat assets assessed individually that
were not considered to be individually impaived. All impairment losses are recognised in the profit or loss.

An impairment loss is reversed if the reversal can be related objectively to an event occurring after the impairment loss was recognised. For
financial assets measured at amortised cost the reversal is recognised in profit or foss.
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1.9 Borrowing Costs

Borrowing costs are capitalised when they are directly attributable to the acquisition, contribution or production of an asset that necessarily
takes a substantial period of time to get veady for its intended use or sale. Borrowing costs that do not meet the criteria to be capitalised, are
expensed and shown in finance costs in the statement of profit or loss and other comprehensive income.

1.10 Revenue

Revenue is recognised to the extent that it is prabable that the economic benefit will flow to the parent and group and the revenue can be
reliably measured. Revenue is measured at the fair value of consideration receivable.

The WDI shared cost contribution is calculated on the basis that the parent company's overhead costs such as employment, vehicles, office
expenses and administration is distributed to WD proportional to the number of shares held over that area.

Parent company overhead costs such as employment, vehicles, office expenses and administration shall be distributed to Waihao Downs
Irrigation proportional to the number of shares held over that area.

Irrigation water charges and additionol water

Water charges for the parent, Morven Glenavy lkawai Irrigation Company Ltd, are set by the Board on an annual basis. Water charges were
invoiced monthly, except for farmers with less than 10 hectares where charges are Invoiced on an annual basis. Additlonal water is charged
on an anhual basis at the end of the watering season and is based on water volumes over and above basic allocations.

Water charges for the subsidiary, Waihao Downs Irrigation Ltd, are equal to the parent's spray charges plus other administration costs,
insurance and a pump maintenance fee. These invoices were charged monthly. In addition, an environmental levy of 52 per hectare is
payable by irrigators and charged annually at the end of the Irrigation season.

Revenue from irrigation charges and additional water is recognised when the significant risks and rewards of ownership have been
transferred to the buyer and the recovery of the consideration is probable.

Electricity Recovered

Irtigators on the north extension pressure scheme and Waihao Downs scheme are charged electricity costs on a monthly basis. Revenue
from electricity recovered Is recognised when the significant risks and rewards of ownership have been transferred to the buyer an the
recovery of the constderation is prohable,

Rental income

Revenue from rental of the property at 12 Ruane Street, Glehavy s recognised as it is received over the lease term. The rental of the
property is managed by Farntlands Real Estate and the property was rented out during the 2017 year. Subsequently the praperty has been
let to tenants for a further 12 months.

interest

Interest income comprises interest received and receivable on funds held in interest bearing bank accounts and charged to debtors who have
entered Into an arrangement for payment of their shares with MG} and is recognised in the profit or loss as it accrues on an effective interest
basis.

1.11 Employee Entitlements

A liabllity for benefits accruing to employees in respect of wages and salaries annual and sick leave is accrued and recognised in the
statement of financial position. Short term employee benefits are measured on an undiscounted basis and are expensed as the related
services are provided. There are no lang term ar post employment benefits. All leave is expected to be taken within 12 months of balance
date. Contributions to defined contribution schemes are charged to profit or loss In the year that they relate to.

1.12 Share capital
Financial instruments issued by the company are treated as equity to the extent that they do not meet the definition of a financial ltability.
The companies shares are classified as equity instruments and are recarded when the proceeds are received, net of direct issue expenses.
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MORVEN GLENAVY IKAWAI
IRRIGATION COMPANY LIMITED AND GROUP

Notes to the Financial statements

New Standards EHective This Year

NZ IAS 1 [amendment]); 'Presentation of Finandial Statements' Disclosure Initiative [Amendmerits to IAS 1.
The NZ IAS 1 {Amendments) standard cama into effect this year and the impact of the application is of a disclosure nature anly, specifically with the following:

Materiality: The amendments clarify that;

{1) Information should not be obscured by aggregating or by providing Immaterial Information.
{2) Materiality consideratfons apply to all parts of the financial statements.
{2) Even when a standard requires a spacfic disclosure, materiality considerations do apply.

Standards Issued Not Yet Effective

At the date of authorisation of the financial statements of Marven Glenavy tkawai Irrigation Company Uimited and Group for the year ended 31 July 2017, the
following Standards were in issue but not yet effective which are applicabla to the entity. There are further standards and Interpretations that have been
issued, however they are not applicable to the buslaess of the entity and therefore will have nio impact on future financial statemeants.

Standard/interpretation Effective Date

NZ SFRS 9 (2014) Financiol lnstruments January 2018
NZ IFRS 15 Revenue from Contracts with Customers January 20183
NZIFRS 16 teases Januaiy 2019

All Standards and interpretations wiil be adopted at their effective date.
The directors are of the opinion that the impact of the application of the Standards wilt be as follows:

NZIFRS 9 {2014) Financtal Insteuments

NZ IFRS 9 [2014] is the fina! varston of NZ IFRS 9. This verslon of the Standard replaces the three earlier versiens issued in 2009, 2010 and 2013,

There are twa main differences in this version of the Standard. )

« There Is an additional category of financial assets called ‘falr vatue through other comprehensive income’. This category is for financial assets that are heid
withln a business model whose objective is achieved by both coflecting contractual cash flows and selling financlal assets.

» There has been a change to accounting for the impairment of financial assets. The Standard applies an expected credit loss model [rather than an incurred
loss model). The madet also applies to commitments to extend credit.

Effective date: Periods heginning on or after 1 fanuary 2018
Management of Morven Glenavy tkawal Irrigation Company Ltd and Group are yet to fully assess the full impact of the adoption of NZ IFRS 9

NZ #FRS 15 Revenue from Contracts wi tomer

The new standard replaces NZ 1AS 18, NZ IAS 11 as well as associated NZ [FRICs. NZ IFRS 15 clarifies the principies of revenue recognition and establishes a
single framewaork for revenue recognition. The core pfinciple is that an entity should recognize revenue to depict the transfer of promised goods or services to
customers in an amount that reflects the conslderation to which the entity expects to be entitled In exchange for those goods or services. The care principle of
NZ IFRS 15 is applied through a five step approach:

1. Identify the contract(s) with the custorner

2. Identify the performance obligations in the contract

3. Deterrnine the transaction price

4, allocate the transaction price

5. Becognise revenue when a performance obligation Is satisfied.

Additionally, the new requirements add specific guldance for multiple-element arrangements, contrack costs and disclosures. The new requirements especially
affect entities in the construction, telecommunication, software and real estate industry,

Management of Morven Glenavy [kawal [rrigation Company Limited 2nd Group are yet to fully assess the full impact of the adaption of NZ IFRS 15.

Effective date: Periods beginning on or after 1 January 2018
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NZ |ERS 16 Legses

The main Implications of the new standard on current practice for lessees include:

* Mo more operating leases under NZ IFRS 16 (subject certain limited exceptions}).

* All leases (subject certain exceptions) will be capitailsed on the balance sheet by recognising a ‘right-of-use’ asset and a lease fiability for the present value of
the abligatlon,

* Na rental expenset L.e. no more straight-llne expenses for aperating lease costs, All leases will incur & front-end loaded expense, comprising depreciation on
the right-of-use asset, and Tnterest on the lease habllity.

* When initially measuring the right-of-use asset and lease lability, nan-canceilable lease payments {including inflation-linked payments}, as well as payments
for optlon perinds which the entity 1s reasonably certain ta exercise, must be included in the present value caloufation.

Management of Morven Gienavy (kawal Irrigation Company Limited and Group are yet to fully assess the full impact of the adoption of NZ iFRS 16.

Effective date; Periods beginning on or after 1 January 2019

Christebwuely
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2. Property, Plant & Equipment

2015 216 il ] 2016 2016 1086 016 WiE 016
Cpening Gpening Cpening Additionsf GalafjLoss) oskng Depn Cas|ng Closing
Last AccDepn Bapk Value {DIsposats) on Disposal Cost AteDepn Aook Value
Ml
Tand 254,713 - 59,713 5097 - 2E8,710 - - 265,710
Buildings 181,742 35,593 343,149 219133 - 410,575 195 28,788 37087
Irrigation Scheme 6,197,652 1,344,356 4,853,295 61,506 - §,255,348 119,651 1,464,207 4,795,041
Molor Vehicles 185,306 62,420 122,886 76,541 (4,967} 234,831 35,105 75,576 159,255
Automation Plant 782,751 208,365 576,386 36,087 B B19,630 41,383 248,748 570,830
Hant 571,995 292,545 179,351 52,558 {35,850} 595,537 4,868 434,348 161,265
8,179,160 2,045,379 6,133,781 472,818 {40,817} 5,505,839 F41,502 2,262,557 5,323,372
wm
Land - 716,745 216,745 - 216,745
Irrigatton 5cheme - 25,304,152 25,804,152 - 25,804,152
Aulomation - 196,004 196,024 - 196,004
Plant - 105,912 105,91 - 105,912
Pump SAailon - 4,015,029 4,015,075 - 4,019,073
- - - 30,341,912 - 30,341,912 - - 30,341,912
Graup Totst $,175,160 21,045,375 4,133,781 30,814,722 140,617} 35,922,751 42,502 1,162,557 36,665,184
017 RO07 a7 2007 017 W17 2017 Fikg mr
Opaning Opaning Qpening Addifonsf GalnfiLoss) Tlesing Depn Closing Closing
Cast AccDapn Book Yales [Dlsposals) on Hsposal Cost Mee Depn Book Value
ME!
tand 265,710 - 65,710 1158 - 265,659 - - 165,859
Halldings 410,875 39,188 311,087 - - 420,875 BS45 48,233 362,541
¥Hgation Schemo 65,159,248 1464,207 4,795,041 1750 - 6,266,958 120,803 1.565,000 4,681,938
Wolar Vehiclas 34,81 To576 159,255 - - 234,831 3850F 112,099 2R
Aumtomalicn flant B19,612 248,748 570,850 ZBS08 - 848,146 44,383 293,131 555,045
Flant 585,517 A34, 248 161289 52,17% - 647,716 SB.B1% 453,067 154,649
Capiial Works In Prograss - - - 425,361 - 435,363 - - 425,363
8585839 3,252,567 6,323,272 514,989 - 5,100,828 269,073 2331,640 5,560,188
wor
Land 2167145 - 216745 22,380 - 233115 - - 239,125
Il gation Stherne 25,804,152 - 25,804,152 209,593 . 26,011,751 849,991 849,991 45,163,760
Aulamanion 196,024 B 196,024 - . 196,024 39,208 39,205 156,819
Plant 195,912 - 165,942 - - 105,912 31,774 21,774 74,138
Pump Statlon 4,018,079 - 4,012,079 - 4519,079 254,795 154,795 3,764,284
Capital Works In Progres ' - - - 54,875 - 54,875 - - 54,875
30,341,912 - 30,341,912 286,854 - In68, 765 1,175,755 1,575,765 29,453,001
Group Tol sl 38,927,751 2,262,567 36,665,184 01,243 - 39,729,594 1,444,838 1,702 A0S 46,012,389

Al reparting date, 1he cairying amounts of tha tangitie assets wera reviswed 10 delerming whether there is 2ny indtcallon of Impalrment. No Indication of impairment was found and no impairment losses have hean recognised.
The ANE bank has a securlty interest over The WIH assets, see note 9,

3. Capital Works in Progress
Capilal works in progress of $480,238 as at 31 luly 2017, relales to various eapital expenditive projects associated wilh the Morven Glenavy kawel freigatlon and Waihao Dovens lirigbilon Schames, Including 1hs Lataral 2 and

Belis Pond Gales Upgrades and Harrl Pand A han and shareholder turnout project. The eapital works In prog) tiats will be I d 10 Treed assets once Iha related prejects are complete (20162 Rl
4. Intangibles Group Group Parent Parent

2017 2016 2017 2016

3 $ $ 4

Resource Consents Explry
Marven Glenavy Kaval Irrigatlon LROGA117L 028 - - - o
Warven Glenavy Kawat rigatian LROGA16E6 2639 - - -
Morven Glenavy frayal Imlgatien CROUFIST 028 - - . -
Morven Glanavy Iawal Irripation CROD3IASL w2 - - . .
Morvan Glenavy Ikawai lirigation CRC093392 puirl) - - - -
Morven Glenavy Ikawai Irigatlon CRCIAMOTL 078 - - - -
Morven Glenavy Ikawai lirigation CRC14{W072 2028 - - - -
Marven Glunbvy Ikavial rgatien CRO160408 2038 - - -
Maryen Glenwsvy ikewai lrrigation CAC1EDG2E kg - - - -
Muorven Glen sy kawal Irfgation CACRO529 02E - - - -
Morven Glenavy (kaweal irrigation CRCIEDSA0 2028 - - - .
Morven Glenavy [kawal Trfigation CRCEITIT3 26 - - - -
Morven Glenavy [kawsl frigation CRCASTIFL 078 - - - -
Morven Blenavy [kawal rigation CHLEIFIVS 208 - - -
Morvan Glenavy |kawal kogatlon CRCBGFITE w2 - - - -
Mogven Glapavy |kawal krigalion TROBSTIZE W08 - - - -
Morven Glenavy [kawai krigalion CRESSTALD 2008 - - - -
Morvan Glanavy [kavail Ircigatlon CRCRSTIZID ma - - - -
Hareen Glenavy avai lvigation CRCE373E2 2014 - - - -
Morven Glenavy lkawai lvigation CRCAS73E] 2028 - - - -
Morven Glenavy kawal Inlgatian CRCB37384 2028 - - - -
Moiven Glaeawy Ikawal Inlgatian CREBYTIES o - - - .
Morven Glecavy Ihavi Inigation CRCESTIEG 2018 - - .
Morven Glenawy kavral Irrigation CRCA9}IHT 2028 - - N .
Morven Glenawy lkawal fnfgation CREO7Iee 2008 - - - -
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Morven Glenavy Ikavai frigation CRCBETIRS 2028 - B

KMorven Glenavy lkawai Irigation LRCS17370 2028 - - - -
Morven Glenwvy lkawal Irrigation CRC917371 20ze - - - -
Morven Glenovy lkawal Irvigation CACY149) 2078 - - . -
Morven Glenavy sawal Irigation CRCITOTEE 2028 - - . .
Horven Glenavy [kawal Irdgatlon CACITOTET e - - N .
Morven Glenavy [Xawal lrcdgation CROEI20649 034 - - - -
Morven Glenavy [kawal Irrkgation CROOADSLY 2039 - - - -
Maorvan Glenavy [kawad lirigation CROBADSLS 024 - - - -
Marven Glenavy |kawsi Trrigalion CRO9709L7 038 . . -
Meorven Glanavy |kawal brigalion CRC183 234 2040 - - - -
Marven Glenavy [kawal krigalion CRE1TI92S 2028 970 - 570 -
Morven Glanavy lkaveal kelgation CRC1TSES4 2018 - - - -
Morven Glenavy lkawai Irrigation CRC17T5543 2016 - - - -
Morven Glenawy Ikewal lrrigation CRC18D560 028 - - - -
Walhao Downs Irrigstlon CRCO404 2T 2045 - - - .
Wakhae Dovens rrigation CACLS5757 wlg - - - -
Wakaa Dawns |rrigaiion CRE1SES4S 2HS - - - -
Walhao Downe [rhgation CRCLEAIEY 2045 3,002 - - -
‘Wathao Downs InTgation {RCLEISSE 2045 - - - -
3,972 - 9 -
Prlor b 2017 refource consents Weid recognised as a cost of the scheme and capltalised and deprecialed over 1he est] d usefulMFe of 1he scheme, Rescurce consents viers nod spliv oul and recognited separaialy hecavse of
thelr historfc nature whick made Aing these Irakt
From 2017 Resource Consent costs which are assacialed with a consent of a finhe life are recognlsed at cost, less a wite down of emontlsatlon in propertlon 10 the consent life. The BXpENSE OR bla assets with

finke lives 1s recognised as a vansent eost in tha praflt arloss.

Duting tha year consenl CRC171925 was purchased at a cost of $1058. The useful ITe of 1hie cansent is finite and it has bmn.:morlimd based on tha number of years untll Vs explry date [$2 ws 5L Tha accumulated
amoetsatlan st year and was $58.

Durig the year consent CRC 164762 was purthased at o cost of $3,109. The useful 1#e of th1s cansent is finke and L kas Been smortised based on the number of years unthl I's explty date [29 s 5L The accumulated
amortisation 31 year end was $107.

5, Cash & Cash Equivalents

Group Group Parent Parant
2017 2016 2017 2016
Interes 1ale $ s S S
ANZ Cheque Account 158,105 342,225 115,453 144,510
ANE Oneline £all Accour 0.35% 685,807 306,258 683,590 304,049
1,043,912 648,483 795,051 448,559
6. Trade and Other Receivables
Group Group Parent Parent
2017 2015 2017 2016
] $ s $
Tolal Trade ued Other Recelvables 737,720 106,643 BOB,633 120,306
Reteivables Bus a3 Follows:
Hok yut dua 591,632 81647 335,136 117,306
Dueless than  month age 125,919 20,558 109,292 2,113
Due 2 months ago 18,264 2,796 163,310 a5
Due mare than 2 movths ago 835 241 BI5 240
T T 105,693 E03633 120,305
7. Taxation
Group Group Parent Parent
2017 2016 2017 2016
$ 5 5 $
{a) Encome Tam Recognitian in Profit & Loss
Met Dalicit for the Year belwae Taxation £956,79%) [1,720,025) {5.418,206) 1492,812)
Income Tax Eenafit Caleulated st 785 {268,964} [48E,527] {1,517,09E) 1137,983)
Bifferences:
Permanent AT 28,230 1,475,508 28,230
Deferred Tax associated with tenknp differences 1,266 {365,306} 1,266 {15.354)
Effect of Unrecognised Tax Benefi {9z, 761} {713,603} [4p,323) {125,113
Income Tax Enpease - - - -
(b} Unrecogalsed Tax Pensdit
Tax Losses Brought Forward [Tax Effect} (L504,203) 1485, 2100 {439.86€) 314,775)
Wat Tax Daficit for the Year ot 28% {az,781) (713,003 {40,323) {235,112}
Tat Losses to Carry Forward {1,193,504] 11,101,213 {480,210) (439,865)
Tax £fargs on Takakle Incame - - - .
{e] Current Tax Agsals and Labikttes
Openkng balance 13473 33,055 33,396 11,557
Inceme Tax Paid {Refundad) {13,852} (33,034) {13,336} {12,557}
Resklent Withholding Tax credils 11,500 13,452 1,471 13,396
(1,952} (19.582) 11,925 {19,161)
intome Tax Recelvahle 15521 13473 11,411 13,3586

Tha total swrecognkcad Lax benelil from tax fosses held 2s et 31 July 2017 5 51,193,594 (2016: 51,101,214]
There wete no smounts of incoine 13 recognised direclly in equity for the financial year ended 31 huly 3037 {2016: nily
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{dl  Imputation Credit Account

Opening Balange

P fIReceipts)via lnlaml R

RWT credits allached Lo Interest Income
Credits ted to Dhvidends R

RWT Credits etiached to Dividends Received

Clesing Pefance

[¢] Diferred Tax Liabillies
Inteross an Capilal Works
Interest cotne Accrued
Employee Brovidons

The Group has unrecognized tax Josses of $1,193,994 [2016: 3768,427) which are svallalie to cacry forward 1o offset deferred tax Habilithes,

25,284 43,625
{13,452) 33,034)
11,46 13,230
1,420 1,241
54 7]
4,751 5,284
{238,953

196 {369)

113 (14,985
1,248 {254,306)

5,828 43,148
{13,396) 32,557
13,246 13,178
1,263 1,241
225 122
24,565 5,228
138 (369§

B58 {14,385)
1,256 115,354]

The Group has a deferred 1% [abiity thet has arisen on tempaorary differences. The Group also hes tax losses carrbed forveard Tor which no deferred tan assel has been recogaised. The doferred tax assut Forlosses carried
Forward has not been secognised as 11 ks not expecled that it will be able ba be utdised In the near future 35 the Group is making |osses, The deferred tax liability bas not been recognised due 1o the Grous having losses carried

Torward te cliset thisllabifiy,

8. Shareholder Equity

Ovdnary Shares
Unksued Shares - Fully Pald
Unkssured Shares - Fart Paid

Retalned Earnings

Caphal Cantribution from Shareholdsrs
Share Issua Costs )
Spreading filghs

Number of Shares Issued
Opening Bafance
Shares [ssued

Unkaued Shares - "A° Class
Opening Balance

Shares lssusd

Transfer [rom '8° Class Shares
ew shares not yet lssued

| o Shares - 'B’ Cla:
Qpening Bslance
Teanster to Spreading Rights
Trarsler 102 Class Shaes
Adjustment Share Type

Talal number of shares aulhorised

Group Group
2017 2016
§ ]

14,284,085 7,AGE, 767
383,50 5,435,100

352,052 -
(3,565,915 12.723,655)
. 116,539
{72000} 182,267}

57.400

11,440,088 11,215,264
13506 23,806

Az -
28,147 23,906
2,114 3,81

{3.968) -

a .
Jod 70
161 4,114
52 2

(504 -

[E] -

19y -
- %]
28 608 28,082

Parent Parent
2017 2016
$ $

14,284,046 7,468,767
363,5M 6,436,500

358,052 .
{6,664,343) (1,363,275)
- 116529
{7700 (82,287)

57,400

8,301,059 12,575,844
73,906 23,008

4,241 -
28,141 23,406
4,114 3,844

{3,964} -

2 .
308 270
451 4,114
62 62

(50 -

£ -

19 -
. 52
28,608 24,082

Shate capital st been recelved fiom fuluwre mambars and from sxtsing members who with 4o recelve further water from 1he compary. Shares v be Igsued |0 due course to these enthies when 21l legal formaditias have bean
completed, kegators Inthe Walheo Downs krtgatfon Schama will nol hold any shares in Walhae Downs Irrigation Simited but will hofd sharas in Morven Glznawy lkawal Irflgation Company Limited,

Shara capital was recelved by Meoiven Glanavy lkawal Irrigatlon Company Limited (MG from applicents in tha Walhao Downs krigalian Schame (WD} area and $5,162,825 of this <apital wes subsequently loaned to WO to aavist
with constructlen tosis of itsirdgetion scheme. The loan wasnot expected to be sepald 1o MGL. The Board resolved at its September 2017 meeling that this inkercorapany boan 21 at 33t July 2017 should be reritted and this has

bieen accounted For by vy of 2 foan Impairmant sceordingly,

The company abalished "B <lase shares duilng the year following a change in the company's constitullen. As a result, 50 jully pald unissued 'B' class shares were Iransferred 1o "Spreading Rlghls' - these dghts allow the
sharehokder bo spread waler ovar an addithona) area, 17 pailly paid 'B' <lass shares wers transferrad Lo The equivalent of 3 A’ clas: sheres duw to the "B’ <last share annlment.

Capital contribulbons ware recebvad from shareholders in 1997 lor the Redelilf upgrade, There was ne intantian to convert this inlo shares, Duzing the 2017 year the company recagndsed Lha discharging of this hlstarlc balanea by

way of a bransfer ia relatned eainings.

9. Loans and Borrowings

Total lerm kaans
le s current portion
Mon currant portion

Repayable as follows:
Betwaen 1 and 2 years
Betwieen 2 and 5 years
Beyond 5 years

Group
2017

Group
2016

$

Parent
2017

Parent
2016

$

25,912,530 75,547,898
25,912,620 25,547,598
Group Group
2017 2036
$ ]
25,912,850 5,547,898
25,312,630 25,547,898

Parent
2017
]

Parent
2016
$
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The loans are secured by a registered first ranking Ganeral Securily Agreemant over all the prasen and afler acquired properly of Walhae Dawns Inigation Limited.
The Ipans sr¢ Interest oaly at BBR 90 day rales plus 1.85% macmin fised on a monthly basis, with the interest onty parlod due to mature 19 December 2017, ‘Fhe Interast rates 31 31 July 2047 were 3.70% and 3.73%,

Ciaing the vear tha AHZ Bank sgreed Lo axtend tha Imeiest Onby peried avallable ureler the Facliily Agrasment to 20 August 2018 {previowshy 30 August 20171,

Interest Aate Swop
The company has entered Inte the following intetest rate swap:
2017 M8

Sterd Date Maturity Date Amount Taterest Rate  Mark fo Market Mok to Morket

November 2015 Hovernber 2022 9,500,000 3.58% 388,200 786,434

Apeil 2016 Al 2021 5,000,000 2.78% 47,820 154,850

Apilf 2016 April 2023 5,000,000 3.00% 45,685 247,257

Itsedd |oss nn dethvathve I Ia! 81,795 1,158,545

The group manages 1ls eash-flave interest rate risk by ustrg Roating 10 Fxed Interest rale swaps. The notional in of iing ficaking ta fiked inlerest rate sovap conlracts at 31 July 2017 {otallad 519,500,000
{2016: $12.500,000). The derivatlve I used to swap the group's enposure to falr valua interest rata risk, The swap item Is remeasuted to take Inlo account the gadn of loxx aliributed, The swap risk is the change in the Fair valus of

Inlerest rates with gains and lassas lued in the ligated af prafit ar less and olher camprehensive Income.

under Lhe interest rate sweap facikly the bank pays interest calculated on 3 dalty balance that bs the average N2 dellar Bank Bill Bld rate plus & margin of 1.55%.

10,  Accounting Judgements

In \he process of apphing the company's sccovnting pelicies, management fizs made 1he foltowd ! and plons Ihat have Uea mad slgnil impact on the mecopnlsed In thess financia!
statements.
¥ of o

The pany o whelher ivable are impalred on an annual basis 3nd whenever there 15 an ladication of impaltmant. This regulres an of the ble amount of hvabk
the bt of Ihe: Ivable requires the estimation of the afiects of uncartaln future cvants at reporting date. Indi of impak includa deliney ¥ by a deblar and Indications Lhal a

dubior will enter bankruptey. Where thereis any evidence ol impaltmeni tha amount dus is written & tothe d rec bla amount. Thene was no recagnited impairment during the finanzial year.

h h of Flant &

The company determines wheiher plant, preperiy ond equipment (PPE} are impairad on an annual basls and whenever theee Is an Indicatlon of Impairment. This requias an estimation of the recaverable amount of PPE.

i} Infng the b of PFE requires the estimation of the elfects of uncertain future events at repatting date. ndi of impail Inclide damage te PPE. Where there is any evidenca of [mpakwent the

amount due is written down to the estirrated recoverable amount. There was na recagrlsed impairment during tha financid year,

Fale volve of investmenls

The p arvy o ines whelher sh hatd In undisted o are capable of belng 1ehiabily d. Whers the i cannat be reliably tesied Lhen the cost price i ded, Ls wers d at £osl

during the financhal year,

Deferred toxation

The campatw has dedded 10 disclose deferred vax BabHities in nole 7 ta the linancial onty, Def 1 kax listilllies are not gnlsed Inthe Ananclal stetemants on the basis that accumul sted tax |psses are avallable to

olf1el any deferred tax liabRivy for the R ble futere. Inprinciple, deferrad tax asseis are only racognised Lo Uhe exlent that It [s probakble thal future 1axable profits will be svalable against which a defered tax Babllity can

be uttised,

Vahee of Dervative Finanaclal Lhabilities.
The valug of derivathea financlal lablkli

d using Whe mark bo market caleulatlons provided by the bank. The Directars consider this 10 be the best astimate of fair value at tha reporting dale.

11. Contingent Liabilities
At balance dats there wera no known cantingent liahilities 2016: nily

12, Related Party Transactions
the Divectors of tha company and Group are land holders receiving water from the company at Lhe same rates as olher sharshalders. Aoy Wrenzection between the company and its Diractars 02 31 the same rates as ather
shargholers, Ho amownls srare owing 40, or by, 1he company and Group by Direclars at balance date eiher Ihanin the normal course of business. Reloted parly transactiens a5 follows:

2017 016
Teansuctlon Payable f Terms of Transaction payable / Tearms of

pescrlplion ol Ralationship Amounts Receivable Trade Amounts Recehrable Teade
Mr K Muphy s a Direclor of MGl andof  Murphy Farms pays 2 leass Jar tand slongside a company race 3719 . nfa 18 . nfa
Murphy Farms Limiled
M R Murphy b a Director of MGl and ol MGS pald Murphy Farms For the hine of office faclifies while - . nfa 1,000 - nfa
Muephy Farms Limited the company offtce renovations were belng completed
Mr B Murphy Is & Shettor of MGI a0l 3 Resfdenitial accommaodation vas rented from R & M Murphy . . nfa 1,980 - nfa
partner In the k& M Murphy Partnership  for the General Manager's use
W Jon Kirk was a diractor of WD! during  3G) holds K Probas far sale to lrrigators on conslgnment for 300 . nf - . nfa
the year and Kk Irrigation Led Kirk Farming Ltd
M1 ton Kbk was a director of WDl durfng W contracted Kirk vigation ta altend 10 1he supply snd 200 11,820 20/08f3007 127,681 1,657 204082016
The year snd Ktk Inlgation Lid LT of the Fal y of the lrrig Scheme and 19

carry owt mainkenance of Telemetry pystems sod scheme

PUmps as ragquired
MGH |5 3 chageholder of Waitaki rigators  * WG] pays WIC a conlsibution to thelr costs 102,935 . nfa 120,535 9,172 20/08/2015
Coltecive
MGF s a shareholder of Farmiands MGI makes manthly purchases witk Faimlands for 3 varisty of 46,968 4514 20812017 167,119 6378 0/05/2016

suppliaz
* M GE pays WIC a monthly to finance the collective. MGf raceivas tho banafil of the reg ion of Waitaki Irriy Colleciive on » phe level, AR b Frhe coll=cilve pay a share af their cosls.
Ma ralaled parky debt was writter ol or forghven during the year [2006znil}.
Subsiiary
Share capltal was recetved by Morven Glanayy Sawal |rigatlen Company Limited IMGI} fram applicants In the Waihav Downs krigation Schame (WD) area snd $5,568,825 of this capliabwas subsequently loaned 1o WDI to asstel
with ion costs of U5 scheme. No (nt 1 waz charged on the advance and Lhe kean was nel expected to b rapald te MG The Board resobved ar lts September 2017 mesting thal this intercompany |oan as ak

3131 Jaly 2017 should be remitied and thiz has been 2ccounted Tor by way of a loan impairment aceordingly.
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Directors remuneration was pald during the year or dus and pavelde as follows:

Greup Group Pareny Farent
iy 2016 07 1016
- 5 5 $
K.T.C. Murphy [Chatrman} 20,000 20,000 20,000 20,000
G.L. Van't Xleaster 15,000 15,000 15,0400 35,000
AR Gitsen 19,000 10,000 10,000 10,000
MLLE Hurst 10,000 10,000 10,000 10,600
MA. Jensen 10,00 10,000 10.000 10,000
). 5mith 10,000 10,000 10008 10,008
D.G. Ellis 5,000 - 5,000
BT Murphy (WD) - 7,500 - -
JL. Kirk (WDl . 5,000 - -
Totet Birertors Fees BO,000 87,500 BO,000 75, 0fh
Key P 1 thoil lerm emph barefits for he year were 5170,5940 (2015. $114,800). This Includes & salary, employ : and vehicle beneflis. There were ne post employment,
teiminalion or other long term benefit: hare-based

13. Capital Commltments

During the 2047 year Morven Glenavy Ikawai Irrigation commenced wark on an upgrade of Laters! 2 with an anticipeted prejact cost of 5637,888, As at 31 July 2057 $243,893 has bwen spenl on 1his praject which is recorded as
Cagital Works in Progress. An agreement has Been made with the sharcholder concerned that the company Wil recoup up to 365,000 of Lhis cost, with the value 10 be determined at the end of the project. Similarly, the
comgany commenced work on the Bells Pond Gates Upgrade and spant §81,479 to 31 luly 2047, racognised ps Capival Warksin Progress. A further $27,560 12 1o be spent an this project. Wathae Downs Imigation is committed to
the tabikerment sum of 513,202 10 complete Lthe pwichase of the land Jor Baylyn Pond, This is 1 Le patd in Seplembar 2017, During the 2017 year Walhaa Dowms [nigation commanced wark an the supply and instsllalion of
aulomalion and contro! for meters and gates al Haitisons Pond, 353,866 has bocn spent ta 31 fuly 2017 and Iz recorded as Capital Warks In Progress. Additionsl costs anticlpal ed 16 complete this graject are 513,000 approx. A
sharahalder furnout project had cost 31,009 az at balance date and is represented 25 Capital Works In Prograss. The Is itted to the comph of this project as weather sliows, 12016; Waihao Downs krigatlon
had dtred b ofeni ton schame at a b 1 cot of 531,998,085 with 2pprovimacely $30,300,000 spenl &5 a1 31 July 2016}

14, Term Dzposits

¥he campany has the folloving funds investad

I 1] )
£500,000 ANZ Bank racelving inferest a\ 3.60% per annum. Term 271 days due Lo mature 111h September 2017
5200000 ANZ Bank recelving interest 91 3.25% per anaum. Term 182 days due to malwre 25th September 2017

Term desosits 7016
5 24,729 ANZ Bank raceiving interest at 3.85% per annum. Term 32 months due to malure 1st August 2016
$5.00,000 ANZ Dank receiving interest #1 160X per annum, Term 6 manths due to matare 15th August 2016
200,000 ANZ Bank recelving interest 2l 3,22% per annum, Term 6 months due bo mature 26th Saplembar 2016
SSO0,000 ANZ Bank receiving interest at 3,16% per annum. Teerm § monthz du s to mature idth Decamber 2056

15, Ratentlons

The dedact labdity ratantlons relating te the constiuction of the Waihso Bowms krigation Scheme bocame payable upon ksus of Lhe Final Completton Cerlificate wiich was sued in February 2017, Ratations of S250,000 were
paid aut on 13 March 2017 so Lhat no relentions ware outstanding a5 s 11 July 2007 [2016: 5250,000.

16. Employee Entitlements

Emgloyes entitlements tonsist of: Group Group Parent Parant
fiak) Jo0lé 017 005
$ H] H §
Aanual Leave 31,8066 27604 31,866 ?ij
Lieu Days 13,362 20652 13,382 204658
kX Leave 33,233 32955 33,239 32,955
Holiday Pay 17,873 20,680 17,473 20,680
Accrued Wages 24,156 21,764 14,156 21,754
120,556 123,556 120,556 123,656

All employes enlillements are short-term,

17. Investments

Group Group Parént Parent
017 His w1t 1016
$ 5 5 -
Farmlands 4,430 2,450 4,430 4,490
‘Waltaki irdgatons Collezibve LId 2,000 2,000 2,000 2,000
6490 5480 E4R0 6,490
‘Waltaki brrkgacois Coflaclve Ltd is an unkisted The is stated at cost bevauss fair velue can oot be ralisbly rneaswred.

18, Financial Instruments
331 credit Risk

Whers tha preup has a recelvable from another party there Iz a credlt risk in the evenl of noo-paiformance by that party. Financlal Instiuments which potenilally subfect the group to rsk principally tonsist ol bank balances,
accaunt recetvables 2nd advances.,

The Directors manage the groups credit rish expotuie to minfmise [osea [rom bad debts thravgh monitering the cedit quality of #t2 es. The DN da not 4l f e by ¢ laz, Tha

Graups expeswre 10 credit risk is minimised as the Graup enty deals with sharsholder members regarding the supply of water, The madimum exposure ta credit rigk at balance dale is the tarnying amounts of the Mnanclal assets,

Group Hroup Parent Farent
1017 e 207 1016
$ $ $ 5
Cash and Cazh Equivalents 1,043,912 18,483 799,051 448,959
Term Deposils 40,000 1,284,729 700,00 1,224,728
Trade and Dther Recelvables TH 0 106,643 208,633 10,305

Due Lo thel short-term nature, the carnying value af cash and cath equlvalents, term deposits, and trade and ciher recefvables approximales Lhel fabr value,
All cash and cash equivalants are held with ANZ which has 3 Standards and Foor's Ad- (Qutlook Stabte) credit rating.
The parenl and group do nol have any signiffcant concentration of credil risk with Trade and clher feceivable:. The aging of recelvables Is shoven in note 6.
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Loans and Recelvables Auallable far sale 1aans and Rereivahles Bva|lable for sule
Graup Group Group Group Pareml Parant Parent Parent
2017 2016 w7 it m7? 2016 017 2016
$ H H 5 $ ] $ $
tol asawts .
Cash and Caxh Equivalents 1043902 698,453 - - 748,051 4B.959 - -
Tarm Deposis 0000 i e - - #0004 1,224,728 - -
Trade and Other Recelvabies 737,300 105,643 - - 808,633 128,305 - -
Equity Investment s - - 5450 5,490 - - 5,490 490
2,481,632 1,979,554 6,43] 6,450 2,307,685 1,763,952 5,490 6,490
Flnanetal llabflItles at Fafr value through  Financla) HakillGas at amartised tost Financlal Babllitfes at fair value through  Financial llabilites at amortised
prafleor loss profit or boss st
Gravp Group Group Group Farent Parenl Farent PaienL
017 a01g 2017 Fiut:y 07 2016 7 2016
$ § ] $ £ 3 H §
Eipaneiol Hobljiles
Trade B Other Fayvables - - 622,475 357,803 - - 479,807 232,843
Leant & Borrowings B - 25,012,630 15,547,898 - - B
Detivathee Financlz| Lisbiity 481,795 1,188,542 - - - - - -
Retentions - - - 250,000 - - - -
481,785 1,188,542 15,535,105 26,165,701 - - 475,847 132,843
183 Liquidity Risk

Liquldity 11sk le the ik that the parent and group will expecienca difficulty in reising sulficient funds 1o mest contractual obligations as they fall due, The greup has sufficlent cash on hand to meet its contractual ohligatlons
associated with financhl laBillties as thay fall due, Mouldiy sk is cominuoushy monktered.

Malurdty Arolysis

The following tabhe analyses the parant and groups finantial |zbilittes by the relevant corractual ity ings hased on the Ining period of ke hikly.

Pasant Carrylng Contractual B-1years 1-2years 2 -Byears 5+ years

Amownt Cash flow
Inanclal LlabiEties 2316

Trade & Other Payables 133,263 232 B3 232,843 - - -

Financia] LishjNtles 2037

Trade & Other Payables 474,897 479,857 A149,897 - - -

Sroup Carrying Contrattual 0 -1years 1-2years 2 - byears 5+ years

Ameunt Cash flow

Flnaneisl LiabBitias 2016

Trade % Other Payables 367,203 367,603 387,803 - - -

Deilvative Financial Liabiling 1,188,542 1188542 1,385,542 - - -

leans & Borrewings 25,547,898 28,743,980 3400 1,065.347 15,815,192 -

Aetentions 750,000 250,000 250,000 . - -
27,354,243 30,550,285 2,659, 74% 1,085,347 #5,825,193 -

s 201

Trade & Orher Payables 622 A6 622,476 B2T,476 - - -

Derlvativa Financial Lixbflity 481,735 481,705 481,795 - - -

Loans & Borrawings 15,912,630 25,386,515 26,386,915 -

Retentions - - - - - .
17,016,971 27431186 27,491,186 . R _

184 Market Risk
Murked rigk is Ihe 1Tk thal changas in market prices, such as forelgn exchange rates, interest rates and equity pricos will affect 1he group's Inceme and carrying valua of [t finanea instrowments,

Interest rate risk
The group and parent has enposure te interest rate risk Lo Ihe extent that il borrows or Invests for # fined turm al Txed rales.

Seasltivity Anatysks
The sansitiity 1o the group an profit and aquity for a change [ninerest rates of #/- 1%, as folfows:
2017 2016
1% Intrease [n borrowing inlerest rales 155,126 255474
1% decrease [n borrowing interest ralas (253,128) 1255,475]
A1% rovemnend ks Rustrated as a bass so 1hat sny multiplicalion of this movement s easily <alcalated. 1% is o Ened as Falr based on corrent iz
Currency Rlsk
AF Lransactions are recerded bn Mew Zealand Dollirs. The group has bean nvohad wilh Tovelgn currency relating to for the devefop of eleciranic solt systems by an li

fiten. Minar transactions relaling te software updates have taken place with paymenl by way of eradit card recotded in M7 dollars. The graup therafore has neminal exposre to currency risk.

19, Capltal Management
The graup’s capilal kcludes share capilal, reserves, und reteined aarnings. The groups pelicy is 10 malatain a strong capial base 69 95 to malntalh shareholder, craditor and cust fd and Lo sustain
the ftwre develapment of the buslness, The compiny recagnises the need ta malhtain a strong balance sheet. The group does not have Inlentions to pay dividends ta s shareholders in the next 12 manihs,
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20, Reconciliation of operating cash flows to operating profit

Graup Group Parent Parent
2017 2016 2017 2016
$ 5 ] $

Profil J {Loss) after Incorme Fant [958,793) 11,739,025} [5,41E,206) 92,812}
Hon-cash items

- A depreciation 1,444,838 242,502 269,073 242,502

- Addipss on disposal of fiked assels - 40,817 - 40,587

- A Toan fmpalment - - 5,168,825

- Add amployea salltlements - 23,045 - 23,046

- Add llsad boss - derlvativa k [r06. 347 1,188,542 - -

« Less suppliey rebate - 1600 - [60}
Arciusls
inerease in Acerwalk 35,465 50,101 4745 4,847
add taxss refundad 13,451 3,034 13,396 31,557
dedutt withhald Ing tax {11,500) {13,452} 13,471} {13,356}
Ineresaefdeciaass in credilors {63,648) 140,720 . 172,372y 58271
Increase f decrease in debtors [80.032) 192,847} [104,956) {91,847}
G5 Dilferences {2,195 117,754 113,682} 3182
Ket Cash flow from Dparating Acthvities [332,766) {r8mn {120,945} 82,852}

Z1. Independent Auditors

BDD Chrisichureh ave the Indapendent Auditors ol M31, Tha 2017 Audit fees of $16,530 conslst of: {f] Audit Feas payable to BDO Chilstehurch in cospect of the 2037 financhs! statements of $14,000. {it) Audit
fees of $31,090 were paid ta BDO Chrstehurch for the 2016 year and theze fees wara undur accruad in The 2016 financisl reparts by $2,590. No othor services wers provided by 800 Chilstchurch and no other
paymenis wre made to them,

22, Subsequent Events
“Tha board are currant ly in discussion Lo provide 3 foan to Waikao Downs up to $300,000.

The Gireciors have dacided Lo the cof of capital ibui of $10 per ha per month from the Wakhao Downs Ireization rilgatars from Octebor 2017, ta be applied ta the ANZ torm
laan debt ag and when approplate,

23, Investments in Subsidiary

Parant Farent
w7 2016
$ $
Waihao Dovmne [rigation Ltd 7,000 q,#777. 150
7,000 4,727,150

Walhao Drowns krpation Bimited became a fully owned subsidiary of Marven Glenavy lkawal Irigation Company Limited in fune 2004,

MG recelved share capital from applicants in the Walhao Downs Inigatlan Scheme ares and of this $5,162,825 was advanced te Walhaa Downs Irrigation Limited (2016: $4,777,150) to assist with construction
costs of an lrilpation scheme, This advance was not 2xpected to ba repaid. Following the passing of tax leglslation {Taxatlan {anmusl rates Tor 2016-17, dlosely held companles and remedial maiters] Act 2017)
which came Inte law 30 March 2017, the Board resobeed at [is Seplember 2017 meeting 1hat 1his Intercompany foan as at 3151 Juby 2047 shoudd be remitied snd 4 for as # loan Impall zccordingly.
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INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF MORVEN GLENAVY IKAWAI IRRIGATION COMPANY LIMITED AND GROUP

Opinion

We have audited the consolidated financial statements of Morven Glenavy Ikawai Irrigation Company Limited (“the
Company”) and its subsidiary (together, “the Group”), which comprise the consolidated statement of financial
position as at 31% July 2017, and the consolidated statement of profit or loss and other comprehensive income,
consolidated statement of changes in equity and consolidated statement of cash flows for the year then ended,
and notes to the consolidated financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the
consolidated financial position of the Group as at 31t July 2017, and its consolidated financial performance and its
consolidated cash flows for the year then ended in accordance with New Zealand equivalents to International
Financial Reporting Standards (“NZ IFRS”) issued by the New Zealand Accounting Standards Board.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (New Zealand) (“ISAs (NZ)”). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit of the
Consolidated Financial Statements section of our report. We are independent of the Group in accordance with
Professional and Ethical Standard 1 (Revised) Code of Ethics for Assurance Practitioners issued by the New Zealand
Auditing and Assurance Standards Board, and we have fulfilled our other ethical responsibilities in accordance with
these requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our opinion.

Other than in our capacity as auditor we have no relationship with, or interests in, the Company or its subsidiary.
Directors’ Responsibilities for the Consolidated Financial Statements

The directors are responsible on behalf of the Group for the preparation and fair presentation of the consolidated
financial statements in accordance with NZ IFRS, and for such internal control as the directors determine is
necessary to enable the preparation of consolidated financial statements that are free from material misstatement,
whether due to fraud or error.

In preparing the consolidated financial statements, the directors are responsible on behalf of the Group for
assessing the Group’s ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless the directors either intend to liquidate the Group
or to cease operations, or have no realistic alternative but to do so.

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes
our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with I1SAs (NZ) will always detect a material misstatement when it exists. Misstatements can arise from
fraud or error and are considered material if, individually or in the aggregate, they could reasonably be expected
to influence the decisions of users taken on the basis of these consolidated financial statements.

As part of an audit in accordance with ISAs (NZ), we exercise professional judgement and maintain professional
scepticism throughout the audit. We also:
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e Identify and assess the risks of material misstatement of the consolidated financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a
material misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the Group’s internal control,

¢ Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by management.

e Conclude on the appropriateness of the use of the going concern basis of accounting by the directors and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Group’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention in our auditor’s report to
the related disclosures in the consolidated financial statements or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may cause the Group to cease to continue as a
going concern.

e Evaluate the overall presentation, structure and content of the consolidated financial statements,
including the disclosures, and whether the consolidated financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

¢  Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business
activities within the Group to express an opinion on the consolidated financial statements. We are
responsible for the direction, supervision and performance of the group audit. We remain solely
responsible for our audit opinion

We communicate with the directors regarding, among other matters, the planned scope and timing of the audit
and significant audit findings, including any significant deficiencies in internal control that we identify during our
audit.

We also provide the directors with a statement that we have complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships and other matters that may reasonably be thought
to bear on our independence, and where applicable, related safeguards.

Who we Report to

This report is made solely to the Company’s shareholders, as a body. Our audit work has been undertaken so that
we might state those matters which we are required to state to them in an auditor’s report and for no other
purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than
the Company and the Company’s shareholders, as a body, for our audit work, for this report or for the opinions we
have formed.

The engagement partner on the audit resulting in this independent auditor’s report is Warren Johnstone.
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