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INTRODUCTION

Our Annual Report is in two parts—together they fulfil our Annual Reporting responsibilities under the CRIs Act 1992. PDFs

of both Part | and Part Il are available on our website.

Part | of the Annual Report gives a summary of our science, business and operational performance during the year, and

includes summary sustainability and financial information.

Part II, this document, presents the Directors’ Report and our financial statements, and a summary of Core funding achievements

as required by MBIE.

FINANCIAL PERFORMANCE

Summary of group financial performance

For year ended 30 June: 2010° 2011 2012 2012 2013
Achieved Achieved Target Achieved Target
Revenue, $m 61.66 63.44 65.912 58.423 58.96
EBIT, $m 2.19 2.93 2.10 2.16* 1.57
EBIT before investment, $m 3.03 3.91 3.60 3.34 3.34
Investment, $m 0.84 0.98 1.50 1.19 1.77
Total assets, $m 50.31 50.91 52.87° 45.34 47.23
Return on equity® 6.4% 8.4% 5.3% 4.9% 4.2%
Dividend $m 0.5 0.7 1.1 1.1 -
Equity ratio 58% 52% 52%" 56% 58%
Gearing 12% 13% 13% 0% 0%
Interest cover 30.9 31.3 26.8 47.5 28.3

2012 Revenue target includes Sirtrack.

o o & © N o=

extraordinary restructuring costs.

2010 Return on equity and the equity ratio excludes the impact of 0% building depreciation announced in the Government’s May 2010 Budget.

2012 Revenue achieved excludes Sirtrack which was disclosed as a discontinued operation due to the sale of the business in November 2011.
2012 EBIT achieved excludes Sirtrack as this was disclosed as a discontinued operation as a result of the sale of the business in November 2011.
2012 Total assets target has been adjusted by adding back deferred tax liability (original SCI target 49.2).

2012 Return on equity target is lower because we planned significant reinvestment in the organisation. 2010 and 2011 return on equity excludes

7 2012 Equity ratio target has been adjusted to calculate on averages rather than closing values (original SCI target 55%)

B Revenue:

Includes science research, subsidiaries, contract work for
government and commercial clients, royalties, licence fees
etc., plus income from the sale of product and the lease of
assets. It excludes income from gain on sale of subsidiaries
and interest on investments and from finance leases, $0.9m
for 2012.

M eBIT:

Earnings before interest and tax, and after committed
business development expenditure and commercialisation
expenditure.

B Return on equity:

NPAT =+ average shareholders’ funds, expressed as a
percentage. NPAT is net profit after tax. Shareholders’
funds include share capital and retained earnings.

[ | Equity ratio:
Average shareholders’ funds + average total assets.

[ | Gearing:

Financial debt includes all interest-bearing liabilities.
Gearing = interest bearing debt + interest bearing debt
plus shareholders’ funds, expressed as a percentage.
(The Minister of Finance and the Minister of Science and
Innovation each hold 50% of the shares on behalf of the
public.)

B Interest cover:

Interest is the cost of debt and financial leases. Interest
cover = EBITDAF = interest. (EBITDAF is EBIT before
depreciation, amortisation and fair value adjustments.)
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Top row: Jo Brosnahan (Outgoing Chair), Peter Schuyt (Chair), Tania Simpson (Deputy Chair)
Bottom row: Grant Guilford, Gavan Herlihy, John Luxton, Emily Parker, Victoria Taylor

The Directors of Landcare Research New Zealand
Limited (Manaaki Whenua) are pleased to report that

the Company fulfilled its obligations under the Crown
Research Institutes Act 1992 for the year ended 30 June
2012. The disclosures relate to Landcare Research New
Zealand Limited and its subsidiaries (the ‘Group’).

B core purpose

Landcare Research’s purpose is to drive innovation in
New Zealand’s management of terrestrial biodiversity
and land resources in order to both protect and enhance
the terrestrial environment and grow New Zealand’s
prosperity.

M Governance framework

The Minister of Finance and Minister of Science and
Innovation each hold 50% of the Company’s shares on
behalf of the public. The shareholding Ministers appoint
the Chair, Deputy Chair, and the six other directors

to the Board of Landcare Research. All directors are
non-executive. Board decisions are made collectively —
individual directors have no separate governing role. The
Board evaluates its performance on a regular basis. The
Board is also charged by the shareholding Ministers to
take strategic advice from both leading scientists and
key stakeholder partners. The Board has appointed a
formal Science Advisory Panel for a 3-year term and has
met with a stakeholder (user) panel. The Board appoints
directors of subsidiary companies.

B Board responsibilities

Board responsibilities include providing strategic direction,
selecting, evaluating and recommending remuneration

for the Chief Executive, succession planning for and

appointment of a new Chief Executive, formulating policy,
managing risk, ensuring legislative compliance, monitoring
performance (economic, environmental and social), and
communicating with the shareholding Ministers and other
stakeholders.

The Crown Research Institute (CRI) reforms transferred
significant accountability for investing in science and
innovation to CRI boards. Landcare Research receives
approximately $24 million per year of revenue from
Government in a Core Funding Agreement with the
Ministry of Business, Innovation and Employment (MBIE).
The Board is responsible to shareholding Ministers for the
impacts and value achieved from investing this funding

in our research and technology transfer to deliver on four
National Outcomes for New Zealand, (see the Statement
of Core Purpose in Part 1 of the Annual Report 2012).

B commitment to sustainability

The Board believes that sustainability is an essential part
of management practices at Landcare Research and
affects not only the Company’s current operations but
also opportunities to grow and prosper. Where possible
the Board supports investment in green technologies (e.g.
energy and water-use efficiency) for new and refurbished
buildings. The Board reviews sustainability activities and
initiatives each month.

The Board is mindful of its own footprint in carrying out its
duties and appropriate steps are taken around meeting
arrangements to reflect this.

B commitment to ethical standards and compliance
Our Code of Ethics Policy is an overarching document



that links numerous other ethics-related policies and
codes of practice, and applies to all staff, senior executive
managers and Directors. Policies include a Protected
Disclosures (whistle-blower) Policy and guidelines. Every
2 years, the Audit and Risk Management subcommittee
reviews Landcare Research’s Code of Ethics Policy.

Many staff are committed to professional codes of

ethics by virtue of membership in scientific and other
professional societies. The Landcare Research Code

of Ethics Policy complements these. If a correct course
of action is not clear the issue must be raised with
managers or, if necessary, the Board, which reviews the
code biennially. The Board regularly monitors whether the
directors, managers, and staff maintain high standards
of ethical behaviour and generally act as good corporate
citizens.

During the year, there were no material incidences
of unethical practice or non-compliance with internal
protocols or legislation.

As well as setting out an expectation that staff, executives
and directors must act honestly and in good faith,
refraining from any activities that might bring discredit

to the organisation or harm to colleagues, the policy
covers points relating to lawful conduct, conflicts of
interest, diligence, confidentiality, intellectual property,
scientific honesty, fairness in relationships, privacy, and
environmental sustainability and animal welfare. There is a
zero tolerance of corruption and financial fraud.

All policies, codes of practice and guidelines are available
to all staff via our intranet ‘staffroom’.

B Health & Safety

Landcare Research is committed to the highest health
& safety standards and practices. The Board reviews
initiatives, practices and performance each month.

B vision Matauranga

The Government created the Policy Framework Vision
Matauranga in 2005 to ensure that all Vote Science and
Innovation investments and activity were benefiting Maori
as well as New Zealand in general. The CRI reforms
required CRIs to incorporate Vision Matauranga into their
statements of corporate intent and annual reports to
show how science is enabling the innovation potential of
Maori knowledge, resources and people.

Landcare Research has a well-established 20-year history
of collaborative research projects involving significant

components of matauranga Maori. These have included
Maori values for land use planning, ecosystem health
and sustainable development; integrated catchment
management, including freshwater, wetland and estuary
monitoring and restoration; indigenous biodiversity;

and ethnobotanical resources. Maori increasingly want
science that supports their goals and aspirations,

and that builds capacity for managing their resources
and sustaining cultural practices such as customary
harvesting of taonga species (e.g. northern mutton birds)
and native timber.

The Board supports moving to a more strategic position
with specific iwi to support them in the particular stage
they have reached in the Treaty of Waitangi claim
settlement process.

[ | Planning and reporting

Shareholding Ministers

Minister of Finance
Minister of Science & Innovation

Statement of Corporate Intent
(Public document with a 5-year forward
Performance Unit looking outlook, which outlines core
(part of Ministry of business, performance measures and

Business, Innovation & targets)
Employment)

CRI Ownership &

Quarterly Reports

vV ANNUAL REPORT

Board of Directors

T

Senior Management

In May and June each year, the Board negotiates a
statement of corporate intent (SCI) for the next financial
year with the shareholding Ministers. The SCI sets out
the Company'’s core business, performance measures,
and targets (financial and non-financial) for the next five
years in accordance with the Operating Principles of the
Crown Research Institutes Act 1992. The SCl is tabled
in Parliament, and is a public document. All CRIs must
produce an SCI, then report performance against the
stated measures and targets.

All CRIs must produce an annual report by 30 September.
The reports are tabled in Parliament, and each CRI's
performance is reviewed by the Parliamentary Education
and Science Select Committee.



Performance for 2011/12

[ | Operating results
Group revenue for the year increased to $59.298 million from $59.059 million in the previous year.

The Group net surplus before taxation expense decreased to $2.021 million from $3.435 million in 2010/11. The consolidated
net surplus after tax attributable to Parent Company shareholders was $1.333 million compared with $2.250 million surplus
in 2010/11. The Group return on equity was 4.9%, compared to the target of 5.3%.

Directors
Board Audit People &
Appointed Ter.m meetings Committee Perform.ance Remuneration | Remuneration
expires attended meetings Committee 2011/12 2010/11
(13) attended (2) 4)

Jo A Brosnahan | 01-07-06 | 30-06-12 13 (Chair) 1 4 $48,411 $46,000
W Grant Guilford | 01-07-10 | 28-03-12 107 3 $16,179 $23,238
Gavan J Herlihy 01-07-11 | 30-06-14 12 $22,776 $0
M John F Luxton | 01-07-09 | 30-06-14 11 2 $22,776 $23,238
Emily J Parker 01-07-11 | 30-06-14 12 $22,776 $0
Peter M Schuyt 01-09-09 | 30-06-15 12 2 4 $28,526 $28,988
Tania J Simpson | 01-07-09 | 30-06-14 11 1 $22,776 $23,238
Victoria A Taylor | 01-09-09 | 30-06-15 11 3 $22,776 $23,238

*  Professor Grant Guilford resigned 28 March 2012

[ | Precautionary approach
The Board had no cause to adopt a precautionary approach during the year. No situation arose where there was uncertainty
regarding serious potential risks to health of staff or public, or harm to the environment.

B Declared interests

Pursuant to S140(2) of the Companies Act 1993, Directors have declared they should be regarded as having an interest in
any contract that may have been made with the entities listed below by virtue of their directorship or membership of those
entities during the year ended 30 June 2012:



Jo A Brosnahan QSO, MA(Hons), FCILT, FNZIM, MinstD
Abilities Foundation, Trustee
Harkness Trust, Trustee
Jo Brosnahan Leadership, Principal
Leadership NZ, Executive Chair
Personal Footprint Ltd, Director and Shareholder
The University of Auckland, Centre for Brain Research,
Advisory Board Member
Whangarei Local Fibre Company Ltd, trading as Northpower
Fibre, Chair

Professor W Grant Guilford PhD, BPhil, BVSc
(resigned 28 March 2012)
Maurice Wilkins Centre, Director
New Zealand Genomics Ltd, Director
NZ Institute for Mathematics and its Applications, Director
The University of Auckland, Dean of Science

Gavan J Herlihy MAgrSc(Hons), GradDipBusStuds
Greenbank Pastoral Ltd, Chair
Hamiltons Dairy Ltd, Chair
Herlihy Consulting, Principal
Otago Rural Support Trust, Deputy Chair

Hon. M John F Luxton QSO, MMgt, PGDipBusAdmin,
PGDipAgriSc, BAgriScience
Ahuwhenua Trust Management Group, Member
Constitutional Advisory Panel, Member
DairyNZ Ltd, Chairman
Impac Services Ltd, Director
Impac Solutions Ltd, Director
JD & RD Wallace Ltd, Director
Kaimai Cheese Company Ltd, Director
Luxton & Co. Ltd, Director and Shareholder
Marire Holdings Ltd, Director and Shareholder
Massey University Foundation, Trustee
Morrinsville Wallace Art Gallery, Trustee
NZTE Global Agribusiness Project Advisory Group, Member
Royal New Zealand Ballet, Director
The Tatua Co-operative Dairy Company Ltd, Director
Waikato River Authority, Co-Chair
Wallace Corporation Ltd, Director

Dr Emily J Parker PhD, BSc(Hons)
Maurice Wilkins Centre, Associate Investigator
Ministry of Science and Innovation — Catalyst Group,
Group Member
University of Canterbury, Associate Professor

Peter M Schuyt BCom, MinstD
Apata Ltd, Director
Business Investments No. 9 Ltd, Shareholder
carboNZero Holdings Ltd, Chair
Dairy Investment Fund Ltd, Director and Shareholder
Golden Bay Fruit 2008 Ltd, Director
Port Nelson Ltd, Director
The Tatua Co-operative Dairy Company Ltd, Director
University of Waikato, Councillor
World Wildlife Fund, Trustee

Tania J Simpson MMM (Masters of Matauranga Maori), BA
(M&ori), AMInstD

AgResearch Ltd, Director

Kowhai Consulting Ltd, Director and Shareholder

Maniapoto FM, Trustee

Mighty River Power Ltd, Director

Oceania Group Ltd, Director

Tui Trust, Trustee

Waikato Endowed Colleges Trust, Trustee

Waitangi Tribunal, Member

Victoria ATaylor BCom, MinstD
carboNZero Holdings Ltd, Director
Hall Family Trust, Beneficiary
Vehicle Testing Group Ltd, Director

No directors acquired or disposed of equity securities in
the Company during the year; and the Board has received
no notices from directors of the Company requesting to
use Company information received in their capacity as
directors which would not otherwise have been available
to them.

B Directors of subsidiaries

carboNZero Holdings Limited
Peter M Schuyt BCom, MinstD
Robert G M Fenwick CNZM, DNatRes (honoris causa,
Lincoln University)
Richard F S Gordon PhD
Victoria A Taylor BCom, MinstD

Landcare Research US Limited
Carol R Bellette MBA(Dist.), BCom, CA, MinstD
Elizabeth G Harrison PhD, MSc, BA

M Directors’ and officers’ liability insurance

The Group has entered into a deed of indemnity that
includes insurance to cover directors and certain
employees to the fullest extent permissible by law.
Certain actions are excluded — for example, penalties
and fines imposed in respect to breaches of the law
and liabilities arising from any activity not conducted for
the benefit of, or on behalf of, Landcare Research or its
subsidiaries.

B Donations
The Group has made various donations totalling
$12,000 during the year ($9,000 in 2010/11).

B Auditors

Audit New Zealand has been appointed as the agent
of the Auditor General in accordance with S32 of the
Public Audit Act 2001.

Remuneration to Audit New Zealand in 2011/12 totalled
$108,000 ($108,000 in 2010/11) for audit work, plus
$1,000 for other services ($1,000 in 2010/11).



[ | Employee remuneration

Number of employees
2011/12(%) 2010/11

$380,000 - $389,999 1) -
$290,000 - $299,999 - 1
$250,000 - $259,999 - 1
$220,000 — $229,999 - 1
$210,000 — $219,999 - 2
$200,000 - $209,999
$190,000 - $199,999
$180,000 — $189,999

Total cost to the Group

")

a4
o

$170,000 — $179,999 2 1
$160,000 - $169,999 3 -
$150,000 — $159,999 4 2
$140,000 — $149,999 1 4
$130,000 — $139,999 6 8
$120,000 - $129,999 7 10
$110,000 — $119,999 14 11
$100,000 - $109,999 14 16

(*) The composition of the Senior Leadership Team changed during 2011/12 and Sirtrack Limited was sold on
30 November 2011.
(**) CEO of Landcare Research New Zealand Limited (2010/11 part year only as CEQO resigned 22 February 2011).

This table includes redundancy and termination payments to one employee in 2011/12 (2010/11: one).

Compensation paid or payable to five persons in 2011/12 (2010/11: 7) who ceased to be employees during the year
totalled $62,000 in 2011/12 (2010/11: $151,000).

Signed, for and on behalf of the Board

[y, ]
PM Schuyt TJ Simpson
Chair Deputy Chair
23 August 2012 23 August 2012



AUDITED FINANCIAL STATEMENTS

Statement of comprehensive income

for the year ended 30 June 2012

Consolidated

2012 2012 2011
Actual Budget Actual
Note $000s $000s $000s
Revenue 59,298 61,447 59,059
Finance costs 3. 134 233 149
Operating expenses 57,143 59,349 55,475
Surplus before tax 2,021 1,865 3,435
Income tax expense 27. 460 449 970
Surp'lus'/(defmlt) fr.om 1,561 1,416 2,465
continuing operations after tax
S_urplus/(deficit) from 28. (228) 21 (215)
discontinued operation after tax
Net surplus / (deficit) 1,333 1,437 2,250
Other comprehensive income (30) 0 0
Total comprehensive income 1,303 1,437 2,250
The accompanying notes form part of these financial statements.
Statement of changes in equity
for the year ended 30 June 2012
Consolidated
2012 2012 2011
Actual Budget Actual
$000s $000s $000s
Balance at 1 July 26,976 26,905 25,443
Financial assets at fair value through equity
F.alr' vall,'le movement in Kiwi Innovation (30) 0 0
Limited investment
Net |ncpme/(§xpen§e) . (30) 0 0
recognised directly in equity
Surplus/(deficit) for the year 1,333 1,437 2,250
Total comprehensive income for
the year ended 30 June 1,303 1,437 2,250
Dividends paid (1,088) (1,088) (717)
Balance at 30 June 27,191 27,254 26,976
Total comprehensive income attributable to:
Parent company 1,303 1,437 2,250
1,303 1,437 2,250

The accompanying notes form part of these financial statements.

Parent
2012 2012 2011
Actual Budget Actual
$000s $000s $000s
58,260 57,511 59,338
155 233 220
55,394 55,142 55,683
2,711 2,136 3,435
768 526 970
1,943 1,610 2,465
0 0 0
1,943 1,610 2,465
(30) 0 0
1,913 1,610 2,465
Parent
2012 2012 2011
Actual Budget Actual
$000s $000s $000s
26,489 26,501 24,741
(30) 0 0
(30) 0 0
1,943 1,610 2,465
1,913 1,610 2,465
(1,088) (1,088) (717)
27,314 27,023 26,489
1,913 1,610 2,465
1,913 1,610 2,465




Statement of financial position

as at 30 June 2012

ASSETS

Current assets

Cash and cash equivalents
Trade and other receivables
Inventories

Assets classified as held for sale
Finance lease receivable

Total current assets

Non-current assets

Property, plant and equipment
Patents and intellectual property
Intangible assets

Investments

Finance lease receivable

Total non-current assets

Total assets

LIABILITIES

Current liabilities

Trade and other payables
Provisions

Employee benefit liabilities
Liabilities classified as held for sale
Finance lease

Revenue in advance

Tax payable

Derivative financial instruments
Total current liabilities

Non-current liabilities
Employee benefit liabilities
Borrowings

Finance lease

Deferred tax liability

Total non-current liabilities
Total liabilities

NET ASSETS

EQUITY
Ordinary shares
Retained earnings
Total equity

The accompanying notes form part of these financial statements.

[ n~ AJY

PM Schuyt
Chair

23 August 2012

Consolidated Parent
2012 2012 2011 2012 2012 2011
Actual Budget Actual Actual Budget Actual
Note $000s $000s $000s $000s $000s $000s
4. 1,976 2,254 6,444 1,818 2,259 6,444
5. 8,155 9,934 8,056 8,431 8,989 7,958
6. 121 909 135 96 85 128
7. 0 0 3,667 0 0 2,668
8. 88 88 81 88 88 81
10,340 13,185 18,383 10,433 11,421 17,279
10. 32,789 37,166 30,470 32,769 35,297 30,470
1. 467 572 516 375 382 380
12. 937 1,146 649 937 1,114 621
13. 0 0 0 71 2,321 71
8. 804 804 892 804 804 892
34,997 39,688 32,527 34,956 39,918 32,434
45,337 52,873 50,910 45,389 51,339 49,713
14. 6,639 6,550 5,497 6,502 6,086 5,291
0 52 0 0 0 0
15. 4,587 4,853 4,412 4,476 4,649 4,139
7. 0 0 806 0 0 632
17. 42 0 41 42 0 41
18. 2,263 5,449 4,293 2,131 4,966 4,215
527 308 590 822 380 590
9. 28 0 56 28 0 56
14,086 17,212 15,695 14,001 16,081 14,964
15. 764 660 604 749 652 600
16. 0 4,000 4,000 0 4,000 4,000
17. 0 46 42 0 46 42
27. 3,296 3,701 3,593 3,325 3,537 3,618
4,060 8,407 8,239 4,074 8,235 8,260
18,146 25,619 23,934 18,075 24,316 23,224
27,191 27,254 26,976 27,314 27,023 26,489
19. 10,515 10,515 10,515 10,515 10,515 10,515
19. 16,676 16,739 16,461 16,799 16,508 15,974
27,191 27,254 26,976 27,314 27,023 26,489
N
,I/Jw}/ S
TJ Simpson
Deputy Chair

23 August 2012
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Statement of cash flows

for the year ended 30 June 2012

Cash flows from operating activities
Receipts from customers

Interest received

Dividends received

Payments to suppliers and employees
Interest paid

Tax refund/(paid)
Net cash generated from operating

activities
Cash flows from investing activities

Cash transferred to assets held for sale

Proceeds from sale of property, plant and
equipment

Proceeds from sale of shares and investments
Purchase of property, plant and equipment
Purchase of intangible asset

Advances made to subsidiaries

Purchase of investments

Dividends received

Net cash used in investing activities

Cash flows from financing activities
Proceeds from borrowings
Repayment of borrowings

Dividends paid

Net cash used in financing activities

Net increase/(decrease) in cash

Cash, cash equivalents and bank overdrafts
at beginning of the year

Cash, cash equivalents and bank overdrafts
at end of the year

Consolidated Parent
2012 2012 2011 2012 2012 2011
Actual Budget Actual Actual Budget Actual
Note $000s $000s $000s $000s $000s $000s
58,072 66,242 63,901 54,860 57,388 59,062
289 129 313 307 186 310
0 0 0 181 0 0
(54,098) (59,619) (57,010) (48,951) (50,757) (52,126)
(168) (234) (222) (167) (233) (220)
(823) (667) (809) (830) (641) (812)
21. 3,272 5,851 6,173 5,400 5,943 6,214
0 0 (219) 0 0 0
1,336 0 13 1,361 0 13
2,133 0 0 2,133 0 0
(6,128) (8,050) (3,666) (7,454) (7,780) (3,658)
37 (553) (468) (35) (528) (467)
0 0 0 (700) (799) 0
(30) 0 0 (243) 0 0
0 0 0 0 500 0
(2,652) (8,603) (4,340) (4,938) (8,607) (4,112)
0 0 0 0
(4,000) 0 (4,000) 0
(1,088) (1,088) (717) (1,088) (1,088) (717)
(5,088) (1,088) (717) (5,088) (1,088) (717)
(4,468) (3,840) 1,116 (4,626) (3,752) 1,385
6,444 6,094 5,328 6,444 6,011 5,059
1,976 2,254 6,444 1,818 2,259 6,444

The accompanying notes form part of these financial statements.




NOTES TO THE
FINANCIAL
STATEMENTS

for the year ended 30 June 2012

Summary of Accounting Policies

[ | Reporting entity

Landcare Research New Zealand Limited is a Crown
Research Institute governed by the Crown Research
Institutes Act 1992 and Crown Entities Act 2004. For
part of the 2011/12 financial year the Landcare Research
Group (‘the Group’) consisted of Landcare Research
New Zealand Limited and its subsidiaries, Sirtrack
Limited (100% owned), Landcare Research US Limited
(100% owned) and carboNZero Holdings Limited (100%
owned). Landcare Research New Zealand Limited,
Sirtrack Limited and carboNZero Holdings Limited are
incorporated in New Zealand; Landcare Research US
Limited is incorporated in the USA.

carboNZero Holdings Limited commenced trading on

1 July 2011 having previously operated as a business
unit within Landcare Research New Zealand Limited.
Previously Landcare Research New Zealand Limited
owned Sirtrack Limited (100% owned). Sirtrack Limited
was sold on 30 November 2011 to Lotek Wireless Inc.
and ceased to be part of the Group from that date.

The core purpose of the Group is to drive innovation in
New Zealand’s management of terrestrial biodiversity
and land resources in order to both protect and enhance

the terrestrial environment and grow New Zealand’s
prosperity.

These audited financial statements of the Group are for
the year ended 30 June 2012 and were authorised by the
Board of Landcare Research New Zealand Limited on 23
August 2012.

M Basis of preparation

The financial statements of the Group have been
prepared in accordance with the requirements of

the Crown Entities Act 2004, which includes the
requirement to comply with New Zealand generally
accepted accounting practice (NZ GAAP). These financial
statements have been prepared in accordance with NZ
GAAP. They comply with NZ IFRS, and other applicable
financial reporting standards, as appropriate for profit-
oriented entities.

The accounting policies set out below have been applied
consistently to all periods presented in these financial
statements.

The financial statements have been prepared on an
historical cost basis modified by revaluation of certain
financial instruments. The financial statements are
presented in New Zealand dollars, the functional currency
of the Group, and all values are rounded to the nearest
thousand dollars ($000).

Foreign currency transactions are translated into the
functional currency, using the exchange rates prevailing
at the dates of the transactions. Foreign exchange
gains and losses resulting from the settlement of such
transactions are recognised in the surplus or deficit.

Standards, amendments and interpretations issued but not yet effective

Standard/Interpretation

Effective for annual reporting
periods beginning on or after

Expected to be initially applied
in the financial year ending

NZ IAS 1 Presentation of financial statements

1 July 2012

30 June 2013

NZ IFRS 9 Financial instruments

1 January 2013

30 June 2014

NZ IFRS 10 Consolidated financial statements

1 January 2013

30 June 2014

NZ IFRS 12 Disclosure of interest in other entities

1 January 2013

30 June 2014

NZ IAS 19 Employee benefits

1 January 2013

30 June 2014

NZ IAS 27 Consolidated and separate financial statements

1 January 2013

30 June 2014

¥/
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The above standards and interpretations are not expected
to have a material impact on the financial results. Except
for the impending changes noted above there are no
other standards or interpretations applicable to the Group
that have been issued but are not yet effective.

M subsidiaries

Where the Group has the capacity to control the
financing and operating policies of an entity, so as to
obtain benefits from its activities, all such entities are
consolidated as subsidiaries within the Group financial
statements. This power exists where the Group controls
the majority voting power on the governing body, or
where such policies have been irreversibly predetermined
by the Group, or where the determination of such policies
is unable to materially impact the level of potential
ownership benefits that arise from the activities of the
subsidiary.

The Group measures the cost of a business combination
as the aggregate of the fair values, at the date of
exchange, of assets given, liabilities incurred or assumed,
in exchange for control of the subsidiary plus any

costs directly attributable to the business combination.
Any excess of the cost of the business combination

over the Group’s interest in the net fair value of the
identifiable assets, liabilities and contingent liabilities is
recognised as goodwill. If the Group’s interest in the

net fair value of the identifiable assets, liabilities and
contingent liabilities recognised exceeds the cost of the
business combination, the difference will be recognised
immediately in the surplus or deficit.

M Basis of consolidation

The purchase method is used to prepare the consolidated
financial statements; this involves adding together like
items of assets, liabilities, equity, income and expenses
on a line-by-line basis. All significant intragroup balances,
transactions, income and expenses are eliminated on
consolidation.

Landcare Research New Zealand Limited’s investment
in its subsidiaries is carried at cost less impairment in its
‘Parent entity’ financial statements.

B Revenue
Revenue is measured at the fair value of consideration
received.

Revenue from the rendering of services is recognised by
reference to the stage of completion of the transaction at
balance date, based on the actual service provided as a

percentage of the total services to be provided. Income
received for goods and services which have not yet been
supplied to customers has been recognised as Revenue
in Advance. Sales of goods are recognised when a
product is sold to the customer.

Core Funding from the Ministry of Building, Innovation
and Employment (MBIE), previously the Ministry of
Science and Innovation (MS]) is treated as a government
grant and generally recognised in the year of receipt.

The only exception is where MBIE gives prior written
consent to carry over to the next financial year any part
of the Core Funding that will be allocated to specified
long term or large scale research activities that require the
accumulation of funds over two or more financial years to
fully fund those activities.

Interest income is recognised using the effective interest
method, whereby the estimated future cash receipts are
exactly discounted from the net carrying amounts through
the expected life of the financial assets.

Dividends are recognised when the right to receive
payment has been established.

[ | Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of a qualifying asset (i.e. an
asset that necessarily takes a substantial period of time
to get ready for its intended use or sale) are capitalised as
part of the cost of that asset in accordance with NZ IAS
23 Borrowing Costs (revised). All other borrowing costs
are expensed in the period they occur.

Borrowing costs consist of interest and other costs that
an entity incurs in connection with the borrowing of funds.

B Income tax
Income tax expense in relation to the surplus or deficit for
the period comprises current tax and deferred tax.

Current tax is the amount of income tax payable based
on the taxable profit for the current year, plus any
adjustments to income tax payable in respect of prior
years. Current tax is calculated using rates that have been
enacted or substantively enacted by balance date.

Deferred tax is the amount of income tax payable or
recoverable in future periods in respect of temporary
differences and unused tax losses. Temporary differences
are differences between the carrying amount of

assets and liabilities in the financial statements and



the corresponding tax bases used in the computation
of taxable profit. Deferred tax liabilities are generally
recognised for all taxable temporary differences. Deferred
tax assets are recognised to the extent that it is probable
that taxable profits will be available against which the
deductible temporary differences or tax losses can be
utilised. Deferred tax is not recognised if the temporary
difference arises from the initial recognition of goodwill,
or from the initial recognition of an asset and liability in
a transaction that is not a business combination, and
at the time of the transaction affects neither accounting
profit nor taxable profit. Deferred tax is recognised on
taxable temporary differences arising on investments

in subsidiaries and associates, and interests in joint
ventures, except where the Company can control the
reversal of the temporary difference and it is probable
that the temporary difference will not reverse in the
foreseeable future. Deferred tax is calculated at the tax
rates that are expected to apply in the period when the
liability is settled or the asset is realised, using tax rates
that have been enacted or substantively enacted by
balance date.

Current tax and deferred tax are recognised against the

surplus or deficit, except to the extent that they relate to
a business combination, or to transactions recognised in
other comprehensive income or directly in equity.

M Finance leases

A finance lease is a lease that substantially transfers to
the lessee all risks and rewards incidental to ownership of
an asset, whether or not title is eventually transferred.

At the commencement of the lease term, the Group
recognises finance leases as assets and liabilities in

the Statement of Financial Position at the lower of the
fair value of the leased item or the present value of the
minimum lease payments. The amount recognised as

an asset is depreciated over its useful life. If there is no
certainty as to whether the Group will obtain ownership
at the end of the lease term, the asset is fully depreciated
over the shorter of the lease term or its useful life.

[ | Operating leases

An operating lease is a lease that does not substantially
transfer all the risks and rewards incidental to ownership
of an asset. Lease payments under an operating lease are
recognised as an expense on a straight-line basis over
the lease term. Lease incentives received are recognised
evenly over the term of the lease as a reduction in rental
expense.

M Cash and cash equivalents

Cash and cash equivalents include cash in hand,
deposits held at call with banks, other short-term highly
liquid investments with original maturities of three months
or less, and bank overdrafts. Bank overdrafts are shown
within borrowings in current liabilities in the Statement of
Financial Position.

M Trade and other receivables

Trade and other receivables are initially measured at fair
value and subsequently measured at amortised cost,
using the effective interest method, less any provision for
impairment.

Loans are initially recognised at the present value of their
expected future cash flows, discounted at the current
market rate of return for a similar asset/investment. They
are subsequently measured at amortised cost using the
effective interest method. The difference between the face
value and present value of expected future cash flows of
the loan is recognised in the Statement of Comprehensive
Income as a grant.

A provision for impairment of receivables is established
when there is objective evidence that the Group will

not be able to collect all amounts due according to the
original terms of receivables. The amount of the provision
is the difference between the asset’s carrying amount
and the present value of estimated future cash flows,
discounted using the effective interest method.

M inventories

Inventories (such as spare parts and other items) held
for distribution or consumption in the provision of
services that are not supplied on a commercial basis are
measured at the lower of cost and net realisable value.
Inventories held for use in the production of goods and
services on a commercial basis are valued at the lower
of cost and net realisable value. The cost of purchased
inventory is determined using the average cost method.

The write-down from cost to net realisable value is
recognised in the surplus or deficit.

M Financial assets

The Group classifies its financial assets into the following
three categories: financial assets at fair value through
profit or loss, loans and receivables, and financial assets
at fair value through other comprehensive income. The
classification depends on the purpose for which the
investments were acquired. Management determines the
classification of its investments at initial recognition and
re-evaluates this designation at every reporting date.
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Financial assets and liabilities are initially measured at
fair value plus transaction costs unless they are carried
at fair value through surplus or deficit, in which case the
transaction costs are recognised in the surplus or deficit.

The fair value of financial instruments traded in active
markets is based on quoted market prices at the
balance sheet date. The quoted market price used is the
current bid price. The fair value of financial instruments
that are not traded in an active market is determined
using valuation techniques. The Group uses a variety

of methods and makes assumptions that are based on
market conditions existing at each balance date. Quoted
market prices or dealer quotes for similar instruments
are used for long-term debt instruments held. Other
techniques, such as estimated discounted cash flows,
are used to determine fair value for the remaining financial
instruments.

The three categories of financial assets are:

¢ Financial assets at fair value through surplus or deficit
This category has two sub-categories: financial assets
held for trading, and those designated at fair value
through surplus or deficit at inception. A financial asset

is classified in this category if acquired principally for the
purpose of selling in the short term, or if designated as so
by management. Derivatives are also categorised as held
for trading unless they are designated as hedges. Assets
in this category are classified as current assets if they

are either held for trading or are expected to be realised
within 12 months of the balance sheet date. After initial
recognition they are measured at their fair values. Gains
or losses on remeasurement are recognised in the surplus
or deficit. Financial assets in this category include foreign
currency forward contracts.

® [ oans and receivables

These are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active
market. After initial recognition they are measured at
amortised cost using the effective interest method. Gains
and losses when the asset is impaired or derecognised
are recognised in the surplus or deficit. “Trade and other
receivables’ are classified as loans and receivables in the
Statement of Financial Position.

® Financial assets at fair value through other
comprehensive income

Financial assets at fair value through other comprehensive

income are those that are designated as fair value

through other comprehensive income or are not classified

in any of the other categories above. This category
encompasses:

- Investments that the Group intends to hold long term
but which may be realised before maturity.

- Shareholdings that the Group holds for strategic
purposes. The Parent’s investments in its subsidiaries
are not included in this category as they are held at
cost (as allowed by NZ IAS 27 Consolidated and
Separate Financial Statements) whereas this category
is to be measured at fair value.

- Investment in Kiwi Innovation Network Limited.

After initial recognition, these investments are measured
at their fair value. Gains and losses are recognised directly
in other comprehensive income except for impairment
losses, which are recognised in the surplus or deficit.

In the event of impairment, any cumulative losses
previously recognised in other comprehensive income
will be removed from other comprehensive income and
recognised in the surplus or deficit even though the
asset has not been derecognised. On derecognition, the
cumulative gain or loss previously recognised in other
comprehensive income is recognised in the surplus or
deficit.

[ | Impairment of financial assets

At each balance sheet date the Group assesses whether
there is any objective evidence that a financial asset or
group of financial assets is impaired. Any impairment
losses are recognised in the surplus or deficit.

[ | Accounting for derivative financial instruments and
hedging activities

The Group uses derivative financial instruments to

cover the risk on foreign exchange. In accordance with

its treasury policy, the Group does not hold or issue

derivative financial instruments for trading purposes.

Derivatives are initially recognised at fair value on the date
a derivative contract is entered into and are subsequently
remeasured at their value. The Group does not designate
derivatives as a hedging instrument and therefore
accounts for derivative instruments at fair value through
profit or loss. Changes in the fair value of derivative
instruments are recognised immediately in the surplus or
deficit.

B Non-current assets held for sale

Non-current assets held for sale are classified as held for
sale if their carrying amount will be recovered principally
through a sale transaction, not through continuing use.
Non-current assets held for sale are measured at the



lower of their carrying amount and fair value less costs
to sell. Any impairment losses for write-downs of non-
current assets held for sale are recognised in the surplus
or deficit.

Any increases in fair value (less costs to sell) are
recognised up to the level of any impairment losses that
have been previously recognised. Non-current assets
(including those that are part of a disposal group) are not
depreciated or amortised while they are classified as held
for sale. Interest and other expenses attributable to the
liabilities of a disposal group classified as held for sale
continue to be recognised.

[ | Property, plant and equipment

Property, plant and equipment consist of:

e QOperational assets These include land, buildings,
library books, plant and equipment, and motor vehicles.
* Restricted assets These are collections and
databases, held by the Group, that provide a benefit or
service to the community and cannot be disposed of
because of legal or other restrictions.

e Capital work in progress This has been included
within plant and equipment, and is not depreciated until
ready for use.

Property, plant and equipment are shown at cost, less
accumulated depreciation and impairment losses. Assets
are not reported with a financial value in cases where they
are not realistically able to be reproduced or replaced,
and when they do not generate cash flows and where no
market exists to provide a valuation.

Additions

The cost of an item of property, plant and equipment is
recognised as an asset if, and only if, it is probable that
future economic benefits or service potential associated
with the item will flow to the Group and the cost of the
item can be measured reliably. In most instances, an
item of property, plant and equipment is recognised at
its cost. Where an asset is acquired at no cost, or for a
nominal cost, it is recognised at fair value as at the date
of acquisition.

Disposals

Gains and losses are determined by comparing the
proceeds with the carrying amount of the asset. Gains
and losses on disposals are included in the surplus or
deficit.

Subsequent costs
Costs incurred subsequent to initial acquisition are
capitalised only when it is probable that future economic

benefits or service potential associated with the item
will flow to the Group and the cost of the item can be
measured reliably.

Depreciation

Depreciation is provided on the Group’s property, plant
and equipment, other than land, at rates that will write
off the cost of the assets to their estimated residual
values over their useful lives. All Parent and carboNZero
depreciable assets are depreciated on a straight-line (SL)
basis. Up to the sale date of 30 November 2011 Sirtrack
Limited’s depreciable assets have been depreciated at
Inland Revenue rates on a diminishing value (DV) basis.
The residual value and useful life of an asset is reviewed,
and adjusted if applicable, at each financial year end.

Parent and
Depreciation rates carboNZero Sirtrack (DV)
(SL)
Buildings 1.67-10% 3-12%
Plant and equipment 4-33% 12-80%
IT equipment 25% 26-48%
Motor vehicles 25% 31%
Furniture and fittings 6.67-10% 9-30%
Office equipment 20% 12-40%
Finance lease assets 20% 25-36% (SL)
Library books and
o 20-50% -

periodicals
Rare books collections 1% -

[ | Intangible assets

Software acquisition and website development costs
Acquired computer software licences are capitalised on
the basis of the costs incurred to acquire and bring to use
the specific software. Costs associated with maintaining
computer software and websites are recognised as an
expense when incurred. Costs that are directly associated
with the development of software and websites for
internal use by the Group are recognised as an intangible
asset. Direct costs include the software development
employee costs and an appropriate portion of relevant
overheads.

Patents and intellectual property
Patents and intellectual property are capitalised on the
basis of costs incurred.

Amortisation

The carrying value of an intangible asset with a finite life
is amortised on a straight-line basis over its useful life.
Amortisation begins when the asset is available for use

V/
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and ceases at the date that the asset is derecognised.
The amortisation charge for each period is recognised
in the surplus or deficit. The useful lives and associated
amortisation rates of major classes of intangible assets
have been estimated as follows:

Computer software 4 years 25%
Intellectual property 3-20 years 5-35%

[ | Impairment of non-financial assets

Non-financial assets that have an indefinite useful life
are not subject to amortisation and are tested annually
for impairment. Assets that have a finite useful life are
reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not
be recoverable. An impairment loss is recognised for the
amount by which the asset’s carrying amount exceeds
its recoverable amount. The recoverable amount is the
higher of an asset’s fair value less costs to sell and value
in use.

Value in use is depreciated replacement cost for an asset
where the future economic benefits or service potential
of the asset are not primarily dependent on the asset’s
ability to generate net cash inflows and where the entity
would, if deprived of the asset, replace its remaining
future economic benefits or service potential. The value
in use for cash-generating assets is the present value of
expected future cash flows.

If an asset’s carrying amount exceeds its recoverable
amount the asset is impaired and the carrying amount
is written down to the recoverable amount. The total
impairment loss is recognised in the surplus or deficit.

[ | Employee benefits

Short-term benefits

Employee benefits that the Group expects to be settled
within 12 months of balance date are measured at
nominal values based on accrued entitiements at current
rates of pay. These include salaries and wages accrued
up to balance date, annual leave earned to but not yet
taken at balance date, retirement and long-service leave
entitlements expected to be settled within 12 months,
and sick leave.

The Group recognises a liability for sick leave to the
extent that absences in the coming year are expected

to be greater than the sick leave entitlements earned in
the coming year. The amount is calculated based on the
unused sick leave entitlement that can be carried forward
at balance date; to the extent that the Group anticipates
leave entitlements will be used by staff to cover those
future absences.

The Group recognises a liability and an expense for
bonuses where contractually obliged or where there is a
past practice that has created a constructive obligation.

All actuarial gains and losses that arise subsequent to the
transition date in calculating the Group’s obligation with
respect to long service leave, retirement gratuities and
sick leave are recognised as an expense in the surplus or
deficit.

Superannuation schemes

¢ Defined contribution schemes: obligations for
contributions to defined-contribution superannuation
schemes are recognised as an expense in the surplus or
deficit as incurred.

¢ Defined benefit schemes: the Group makes
contributions to the Government Superannuation Fund,
which is a multi-employer defined benefit scheme.
Insufficient information is available to use defined benefit
accounting, as it is not possible to determine from the
terms of the scheme the extent to which the surplus/
deficit will affect future contributions by individual
employers, as there is no prescribed basis for allocation.
The scheme is therefore accounted for as a defined
contribution scheme.

Long service leave, retirement leave and sick leave
Entitlements that are payable beyond 12 months, such as
long service leave, retirement leave and sick leave, have
been calculated on an actuarial basis. The calculations
are based on likely future entitlements accruing to staff,
based on years of service, years to entitlement, payment
history, the likelihood that staff will reach the point of
entitlement, and contractual entitlements information.

B Provisions

The Group recognises a provision for future expenditure
of uncertain amount or timing when there is a present
obligation (either legal or constructive), as a result of a
past event, that probable expenditures will be required
to settle the obligation, and a reliable estimate can be
made of the amount of the obligation. Provisions are
not recognised for future operating losses. Provisions
are measured at the present value of the expenditures
expected to be required to settle the obligation, using
a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks
specific to the obligation. The increase in the provision
due to the passage of time is recognised as an interest
expense.

[ | Borrowings
Borrowings are initially recognised at their fair value.



After initial recognition, all borrowings are measured at
amortised cost, using the effective interest method.

M Goods and Service Tax (GST)

All items in the financial statements are stated exclusive
of GST, except for receivables and payables, which

are stated on a GST-inclusive basis. Where GST is not
recoverable as input tax then it is recognised as part of
the related asset or expense.

The net amount of GST recoverable from, or payable to,
the Inland Revenue Department (IRD) is included as part
of receivables or payables in the Statement of Financial
Position. The net GST paid to or received from the IRD,
including the GST relating to investing and financing
activities, is classified as an operating cash flow in the
Statement of Cash Flows.

Commitments and contingencies are disclosed exclusive
of GST.

[ | Budget figures

The budget figures are those in the Statement of
Corporate Intent approved by the shareholding Ministers
at the beginning of the year. The budget figures have
been prepared in accordance with NZ GAAP, using
accounting policies that are consistent with those
adopted by the Group for the preparation of the financial
statements.

B critical accounting estimates and assumptions

In preparing these financial statements the Group has
made estimates and assumptions concerning the future.
These estimates and assumptions may differ from the
subsequent actual results. Estimates and judgements

are continually evaluated and are based on historical
experience and other factors, including expectations or
future events that are believed to be reasonable under the
circumstances. The estimates and assumptions that have
a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next
financial year are discussed below:

Revenue recognition

The Group uses the percentage-of-completion method in
accounting for its fixed-price contracts to deliver research
services. Use of the percentage-of-completion method
requires the Group to estimate the services performed to
date as a proportion of the total services to be performed.

W Critical judgements in applying the Group’s
accounting policies
Management has exercised the following critical

judgements in applying the Group’s accounting policies
for the year ended 30 June 2012;

Leases classification

Determining whether a lease agreement is a finance or

an operating lease requires judgement as to whether the
agreement transfers substantially all the risks and rewards
of ownership to the Company.

Judgement is required on various aspects that include,
but are not limited to, the fair value of the leased asset,
the economic life of the leased asset, whether or

not to include renewal options in the lease term, and
determining an appropriate discount rate to calculate
the present value of the minimum lease payments.
Classification as a finance lease means the asset is
recognised in the Statement of Financial Position as
property, plant and equipment, whereas for an operating
lease no such asset is recognised.

The Group has exercised its judgement on the
appropriate classification of property and equipment
leases and has determined that a number of lease
arrangements are finance leases.

Provision for warranty

The Group has exercised judgement on the appropriate
level of provision for warranty on sales of wildlife tracking
equipment.

[ | Changes in accounting policies

The Company introduced a new accounting policy
whereby Core Funding revenue is treated as a
government grant and recognised in the year of receipt
except where the Ministry of Business, Innovation and
Employment has provided prior written consent to carry
amounts forward. In prior years Core Funding was
recognised using the percentage-of-completion method.
All other policies have been applied on bases consistent
with those used in the previous year.

The group has adopted the following revisions to
accounting standards during the financial year, which
have had only a presentational or disclosure effect:

FRS-44 New Zealand Additional Disclosures and
Amendments to NZ IFRS to harmonise with IFRS

and Australian Accounting Standards (Harmonisation
Amendments) - The purpose of the new standard and
amendments is to harmonise Australian and New
Zealand accounting standards with source IFRS and to
eliminate many of the differences between the accounting
standards in each jurisdiction.
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Notes to the financial statements

2 REVENUE

Revenue from operations consisted of the following items:

Ministry of Science and Innovation (MSI)
New Zealand non-MSI

International non-MSI

Interest revenue:
Bank deposits
Finance leases
Subsidiaries
Total interest
Dividends - subsidiaries
Gain/(loss) on sale of subsidiary

Total revenue

3 PROFIT BEFORE INCOME TAX

Consolidated

2012 2011
Actual Actual
$000s $000s
34,037 32,335
23,033 21,169
1,347 5,217
191 247

84 91

0 0

275 338

0 0

606 0
59,298 59,059

Consolidated

2012
Actual
$000s

2011
Actual
$000s

Profit before income tax has been arrived at after charging the following expenses:

Finance costs:

Interest on loans
Employee remuneration
Superannuation contributions
Employee entitlements increase/(decrease)
Net bad and doubtful debts
Donations
Auditors’ remuneration:

Audit New Zealand — audit services

Audit New Zealand — other services
Directors’ fees
Depreciation and amortisation of non-current assets
Loss/(gain) on sale of non-current assets
Operating lease rental
Cost of sales
Movement in inventory

Loss on foreign currency contracts fair value

Impairment of investment in subsidiary

134
29,705
1,133
485

94

108

261
4,206
118
646
723
(14)

222
31,558
1,181
(67)

108

242
4,024
(13)
1,013
2,326
97)
29
275

Parent
2012 2011
Actual Actual
$000s $000s
34,037 32,335
21,680 25,455
986 1,142
188 244
84 91
21 71
293 406
181 0
1,083 0
58,260 59,338
Parent
2012 2011
Actual Actual
$000s $000s
155 220
28,079 29,392
1,101 1,181
485 (1)
4 5
10 1
88 87
1 1
207 202
4,175 3,879
74 (13)
641 738
217 615
(33) (99)
0 64
1,200 0



Consolidated Parent

2012 2011 2012 2011

Actual Actual Actual Actual

4 CASH AND CASH EQUIVALENTS $000s $000s $000s $000s

Cash at bank and in hand 376 349 216 349

Short-term dep03|_ts_ _maturlng three months or less 1,600 6,095 1,602 6,095
from date of acquisition

Total cash and cash equivalents 1,976 6,444 1,818 6,444

The carrying value of short-term deposits with maturity dates for three months or less approximates their fair value.

Cash and bank overdrafts include the following for the purposes of the cash flow statement:

Cash at bank and in hand 374 349 216 349
ﬁg;ﬂ(;z;mogzggzii;sﬂg?turing three months or less 1,602 6.095 1,602 6,095
1,976 6,444 1,818 6,444
Consolidated Parent

2012 2011 2012 2011

Actual Actual Actual Actual

5 TRADE AND OTHER RECEIVABLES $000s $000s $000s $000s
Trade debtors 7,175 7,167 6,499 5,945
Accrued income and sundry debtors 124 73 124 298
Receivables from controlled entities (note 24) 0 0 254 722
Prepayments 874 827 856 795
Loans to controlled entities (note 24) 0 0 700 200
8,173 8,067 8,433 7,960

Less provision for impairment of receivables (18) 11) (2) (2)
Total trade and other receivables 8,155 8,056 8,431 7,958
Total non-current portion 0 0 0 0
Total current portion of trade & other receivables 8,155 8,056 8,431 7,958

The carrying value of trade and other receivables approximates their fair value. The carrying value of loans to related parties
approximates their fair value.

Apart from the Ministry of Science and Innovation, which is Government owned, there is no concentration of credit risk to receivables
outside the Group, as the Group has a large number of customers.

As of 30 June 2012, all overdue receivables have been assessed for impairment and appropriate provisions applied. Landcare
Research holds no collateral as security or other credit enhancements over receivables that are either past due or impaired. The
impairment provision has been calculated based on expected losses for Landcare Research’s pool of debtors. Expected losses have
been determined based on review of specific debtors.

Movements in the provision for impairment of receivables are as follows:

As at 1 July 11 15 2 15
Additional provisions made during the year 9 2 5
Receivables written off during the period (2) 9) 2) 9)
Transferred to assets held for sale 0 0 0 9)
As at 30 June 18 11 2 2
Age of trade debtors:

Current 6,625 6,710 6,009 6,710
Outstanding 550 457 490 (765)
Total trade debtors 7,175 7,167 6,499 5,945
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Consolidated Parent

2012 2011 2012 2011

Actual Actual Actual Actual

6 INVENTORIES $000s $000s $000s $000s
Finished goods (at net realisable value) 121 135 96 128
Total inventories 121 135 96 128

Consolidated Parent

2012 2011 2012 2011

Actual Actual Actual Actual

7 ASSETS/(LIABILITIES) HELD FOR SALE $000s $000s $000s $000s
Current assets 0 1,923 0 1,029
Non-current assets 0 1,744 0 1,639
Current liabilities 0 (796) 0 (628)
Non-current liabilities 0 (10) 0 (4)
Total assets/(liabilities) held for sale 0 2,861 0 2,036

On 1 July 2011 Landcare Research’s carboNZero strategic business unit became carboNZero Holdings Limited, a separate legal entity
100% owned by Landcare Research New Zealand Limited. The assets of carboNZero Holdings Limited were held for sale and show in
the Parent 2011 actual column.

Prior to 30 June 2011 the Landcare Research Board agreed to divest Sirtrack Limited. On 30 November 2011 the business was sold to
Lotek Inc. The assets of Sirtrack Limited were held for sale and show in the Consolidated Group 2011 actual column. Sirtrack’s land and
buildings were recognised at fair value based on a valuation completed by Logan Stone. The transfer of Sirtrack’s land and buildings
from property, plant and equipment to non-current assets held for sale resulted in an impairment fair value charge of $275,000, which
has been recognised in the Statement of Comprehensive Income in 2011.

Consolidated Parent
2012 2011 2012 2011
Actual Actual Actual Actual
8 ANALYSIS OF FINANCE LEASE RECEIVABLE $000s $000s $000s $000s
Total minimum lease payments are receivable:
Not later than one year 165 165 165 165
Later than one year and not later than five years 552 638 552 638
Later than five years 686 765 686 765
Total minimum lease payments 1,403 1,568 1,403 1,568
Future finance charges (511) (595) (511) (595)
Total present value of minimum lease payments 892 973 892 973
Present value of minimum lease payments are receivable:
Not later than one year 88 81 88 81
Later than one year and not later than five years 330 384 330 384
Later than five years 474 508 474 508
Total 892 973 892 973
Current 88 81 88 81
Non-current 804 892 804 892
Total 892 973 892 973

Finance lease receivable relates to the animal house facility. The building transfers to Lincoln University for nil consideration in 2016.
Landcare Research New Zealand Limited has the right to continue occupying the building for a further 10 years to 2026 at a rent of $1.00
per annum.



Consolidated Parent
2012 2011 2012 2011
Actual Actual Actual Actual
9 DERIVATIVE FINANCIAL INSTRUMENTS $000s $000s $000s $000s
Current asset/(liability) portion
Foreign currency forward contracts (28) (56) (28) (56)
Total derivative financial instruments (28) (56) (28) (56)
10 PROPERTY, PLANT AND EQUIPMENT
Parent Group
Land Buildings Plant & Library Finance Total Land Buildings Plant & Library  Finance Total
2011 equipment assets lease equipment  assets lease
$000s $000s $000s  $000s $000s $000s $000s $000s $000s $000s $000s $000s
Cost at 1 July 2010 519 22,266 33,802 4,429 122 61,138 999 23,624 34,670 4,429 162 63,884
A lated d jati
aggﬂmggrg enfg{]‘;?g*e's‘)” 0 (6,492) (21,485) (3,222) (0) (31,199) 0 (6,662) (21,965) (3,222) (32)  (31,881)
Net book value at the
beginning of the year 519 15,774 12,317 1,207 122 29,939 999 16,962 12,705 1,207 130 32,003
Year ended 30 June 2011
Net book value at the
beginning of the year 519 15,774 12,317 1,207 122 29,939 999 16,962 12,705 1,207 130 32,003
Additions 0 1,290 2,235 504 0 4,029 0 1,290 2,242 504 0 4,036
Disposals and transfers 0 0 (308) 0 0 (308) (480) (1,083) (1,183) 0 (40) (2,786)
Accumulated depreciation
on disposals/transfers 0 0 308 0 0 308 0 213 870 0 39 1,122
Fair value impairment 0 0 0 0 0 0 0 (275) 0 0 0 (275)
Current year depreciation 0 (432) (2,577) (484) (5)  (3,498) 0 (475) (2,659) (484) (12) (3,630)
c’:'fet‘hgoy"é‘a‘{a'”e attheend 549 16632 11975 1,227 117 30470 519 16,632 11,975 1,227 17 30470
At 30 June 2011
Cost 519 23,556 35,729 4,933 122 64,859 519 23,556 35,729 4,933 122 64,859
Accumulated depreciation 0 (6,924) (23,754) (3,706) (5) (34,389) 0 (6,924) (23,754) (3,706) (5) (34,389)
(’;‘f*’t‘hgoy"ga¥a'”e attheend 549 16632 11,975 1,227 117 30470 519 16,632 11,975 1,227 17 30470
Parent Group
Land Buildings Plant & Library Finance Total Land Buildings Plant & Library Finance Total
2012 equipment assets lease equipment  assets lease
$000s $000s $000s  $000s $000s $000s $000s $000s $000s $000s $000s $000s
Cost at 1 July 2011 519 23,556 35,729 4,933 122 64,859 519 23,556 35,729 4,933 122 64,859
A | -
pamuaeddepieciaion o (6924)  (23754) (3706)  (5) (34389) 0 (6,924) (23.754) (3,706) (5)  (34,389)
Net book value at the
beginning of the year 519 16,632 11,975 1,227 117 30,470 519 16,632 11,975 1,227 117 30,470
Year ended 30 June 2012
Net book value at the
beginning of the year 519 16,632 11,975 1,227 117 30,470 519 16,632 11,975 1,227 117 30,470
Additions 474 1,695 4,786 515 0 7,470 0 819 4,809 515 0 6,143
Disposals and transfers (474) (876) (562) 0 0 (1,912) 0 0 (562) 0 0 (562)
Accumulated depreciation
on disposals 0 0 536 0 0 536 0 0 533 0 0 533
Fair value impairment 0 0 0 0 0 0 0 0 0 0 0 0
Current year depreciation 0 (414) (2,870) (506) (5) (3,795) 0 (414) (2,870) (506) (5) (3,795)
Efet‘h%"y"é‘avra'ue attheend 549 47037 13865 1,236 112 32,769 519 17,037 13,885 1,236 12 32,789
At 30 June 2012
Cost 519 24,375 39,953 5,448 122 70,417 519 24,375 39,976 5,448 122 70,440
Accumulated depreciation 0 (7,338) (26,088) (4,212) (10) (37,648) 0 (7,338) (26,091) (4,212) (10) (37,651)
Netbookvalueattheend 549 17037 13,865 1,236 112 32,769 519 17,037 13,885 1,236 12 32,789

of the year
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Heritage Assets

Heritage collection assets are those assets held for the duration of their physical lives because of their unique scientific importance.
The Crown, when establishing Crown Research Institutes in 1992, transferred various national databases and reference collections to
individual Institutes at nil value. Many of these databases and collections were specifically identified by the Foundation for Research,
Science and Technology as being of significant national importance, and they have covenants attached to them restricting an Institute’s
ability to deal with them.

Landcare Research has the following nationally significant collections and databases that have been defined as heritage assets:

* The New Zealand Arthropod Collection (NZAC), including the New Zealand National Nematode Collection (NZNNC) and associated
database NZACbugs, BUGS bibliography and Pacific database

* The New Zealand Fungal & Plant Disease Herbarium (PDD)

* The International Collection of Micro-Organisms from Plants (ICMP) and associated NZFungi Database

*  The Allan Herbarium

* The National Vegetation Survey Databank (NVS)

* The ‘Nga Tipu Whakaoranga’ Ethnobotany Database and New Zealand Flax and Living Plant collections

Further details on these heritage assets are shown in the company’s Statement of Corporate Intent page 53.

The nature of these heritage assets and their significance to the science and research that Landcare Research undertakes make it
necessary to disclose them.

No reliable valuation is able to be obtained for these assets, and so they remain at nil value.

A rare books collection, previously considered to be part of the reference collections, was introduced in 2002/03 on a market value
basis. This value has been accepted as deemed cost.

Consolidated Parent
Actual Actual
11 PATENTS AND INTELLECTUAL PROPERTY $000s $000s
As at 1 July 2010
Cost 595 493
Accumulated amortisation and impairment (118) (16)
Net book amount 477 477
Year ended 30 June 2011
Opening net book amount 477 477
Additions 43 43
Disposals 0 (136)
Amortisation charge (4) (4)
Closing net book amount 516 380
As at 1 July 2011
Cost 638 399
Accumulated amortisation and impairment (122) (19)
Net book amount 516 380
Year ended 30 June 2012
Opening net book amount 516 380
Additions 24 24
Disposals/transfers (181) (35)
Amortisation on disposals/transfers 111 9
Amortisation charge (3) (3)
Closing net book amount 467 375
As at 30 June 2012
Cost 481 388
Accumulated amortisation and impairment (14) (13)
Net book amount 467 375

Landcare Research has patents and trademarks amounting to $467,000 (2011: $516,000), which are carried at an indefinite life in the
financial statements. These assets have not been impaired during the year (2011: no impairment writedown). Landcare Research has
not recognised an impairment charge, as these assets are still used by the business.



12 INTANGIBLE ASSETS

As at 1 July 2010

Cost

Accumulated amortisation and impairment
Net book amount

Year ended 30 June 2011
Opening net book amount
Additions

Disposals

Amortisation on disposals
Amortisation charge
Closing net book amount

As at 30 June 2012

Cost

Accumulated amortisation and impairment
Net book amount

Year ended 30 June 2012
Opening net book amount
Additions

Disposals/transfers

Amortisation on disposals/transfers

Amortisation/impairment charge
Closing net book amount

As at 30 June 2012

Cost

Accumulated amortisation and impairment
Net book amount

13 INVESTMENTS

Investment in Kiwi Innovation Limited
Investment in Sirtrack Limited

Investment in carboNZero Holdings Limited

Investment in Landcare Research US Limited

Total investments

Consolidated

Parent

Actual Actual

$000s $000s

3,175 2,992

(2,330) (2,174)

845 818

845 818

210 208

(259) (196)

245 168

(392) (377)

649 621

3,126 3,004

(2,477) (2,383)

649 621

649 621

1,075 674

(1) (1

1 1

(787) (358)

937 937

4,200 3,677

(3,263) (2,740)

937 937

Consolidated Parent

2012 2011 2012 2011

Actual Actual Actual Actual

$000s $000s $000s $000s

0 0 0
0 0
0 0

0 0 71 71

0 0 71 71

Landcare Research New Zealand Limited has 100% interest in Landcare Research US Limited and carboNZero Holdings Limited. The
investment in Sirtrack was classified as held for sale as at 30 June 2011 and was physically sold on 30 November 2011.

Environmental Certification Services Limited and GHG Advisory Services Limited were amalgamated with carboNZero Holdings Limited,
their parent company, on 30 June 2011 to become carboNZero Holdings Limited.

carboNZero Holdings Limited commenced trading on 1 July 2011. The parent invested $1,200,000 in shares of carboNZero Holdings
Limited, the investment included assets and liabilities transferred as a non cash transaction.

The subsidiaries are unlisted companies, and accordingly, there are no published price quotations to determine the fair value of these

investments; therefore, they are accounted at cost less impairment as per the accounting policies.

As at 30 June 2012 the Parent Board assessed a $1,200,000 impairment of the investment in carboNZero Holdings Limited reducing

the investment to zero value.

During the year Landcare Research New Zealand Limited purchased an 11.1% investment in Kiwi Innovation Network Limited for
$30,000. As at 30 June 2012 the Parent Board assessed a $30,000 impairment of the investment in Kiwi Innovation Network Limited

reducing the investment to zero value.



Consolidated Parent

2012 2011 2012 2011

Actual Actual Actual Actual

14 TRADE AND OTHER PAYABLES $000s $000s $000s $000s
Trade payables 3,940 3,094 3,912 2,980
Amounts due to controlled entities 0 0 97 71
Amounts due to directors 5 1 3 1
GST & PAYE 830 987 753 877
Sundry creditors and accruals 1,862 1,415 1,737 1,362
Total trade and other payables 6,637 5,497 6,502 5,291

The carrying value of trade and other payables approximates their fair value.

Consolidated Parent
2012 2011 2012 2011
Actual Actual Actual Actual
15 EMPLOYEE BENEFIT LIABILITIES $000s $000s $000s $000s
Accrued pay 695 605 695 567
Annual leave 2,074 1,971 1,999 1,881
Long service leave 1,253 1,056 1,238 1,052
Retirement leave 39 59 39 59
Time in lieu 183 149 183 143
Sick leave 69 62 68 59
Bonus provision 877 1,064 842 928
Restructuring provision 161 50 161 50
Total employee benefit liabilities 5,351 5,016 5,225 4,739
Comprising:
Current 4,587 4,412 4,476 4,139
Non-current 764 604 749 600
Total 5,351 5,016 5,225 4,739

Entitlements that are payable beyond 12 months, such as long service leave and retirement leave, have been calculated on an actuarial
basis by Eriksen and Associates Limited as at 30 June 2012. The calculations are based on:
» Likely future entitlements accruing to staff, based on years of service, years to entitlement, likelihood staff will reach the point of
entittement and contractual entitlements information; and
+  Present value of estimated future cash flows using the following key assumptions:
* Discount rates of 2.12% — 6.00% based on the risk-free rates as calculated from the yields on New Zealand Government Bonds
* Inflation factor of 3.00% was based on the expected long-term increase in remuneration of employees.



Consolidated Parent
2012 2011 2012 2011
Actual Actual Actual Actual
16 BORROWINGS $000s $000s $000s $000s
Non-current 0 4,000 4,000
Borrowings 0 4,000 4,000
The overdraft is unsecured.
The carrying value of borrowings approximates their fair value. Borrowings are unsecured.
Consolidated Parent
Borrowings Borrowings
$000s $000s
Maturity analysis and effective interest rates
2011
Less than one year 0 0
Later than one year 4,000 4,000
Greater than five years 0 0
2012
Less than one year
Later than one year
Greater than five years
Interest rates
June 2011 5.20% 5.20%
Consolidated Parent
2012 2011 2012 2011
Actual Actual Actual Actual
17 ANALYSIS OF FINANCE LEASE LIABILITIES $000s $000s $000s $000s
Total minimum lease payments are payable:
Not later than one year 45 49 45 49
Later than one year and not later than five years 0 45 45
Later than five years 0 0 0
Total minimum lease payments 45 94 45 94
Future finance charges (3) (11) (3) (11)
Present value of minimum lease payments 42 83 42 83
Present value of minimum lease payments are payable:
Not later than one year 42 41 42 41
Later than one year and not later than five years 0 42 42
Later than five years 0 0 0
Total 42 83 42 83
Current 42 41 42 41
Non-current 0 42 0 42
Total 42 83 42 83
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18 REVENUE IN ADVANCE

MSI public good science funding
MSI capability funding

Commercial contracts

The carrying value of revenue in advance approximates fair value.

19 EQUITY

Retained earnings
As at 1 July
Dividends paid

Fair value movement in financial assets classified as fair
value through other comprehensive income

Surplus/(deficit) for the year

As at 30 June

Share capital
As at 1 July

As at 30 June

Consolidated Parent
2012 2011 2012 2011
Actual Actual Actual Actual
$000s $000s $000s $000s
271 2,237 271 2,237
303 161 303 161
1,689 1,895 1,557 1,817
2,263 4,293 2,131 4,215

Consolidated Parent
2012 2011 2012 2011
Actual Actual Actual Actual
$000s $000s $000s $000s
16,461 14,928 15,974 14,226
(1,088) (717) (1,088) (717)
(30) 0 (30) 0
1,333 2,250 1,943 2,465
16,676 16,461 16,799 15,974
10,515 10,515 10,515 10,515
10,515 10,515 10,515 10,515

The issued capital of the company is 10,515,000, fully paid up, and equally ranking shares.

Dividends of $0.1035 (June 2011 full year: $0.0682) per share were paid during the year ended 30 June 2012.

20 CAPITAL MANAGEMENT

The Group’s capital is its equity, which comprises retained earnings and other reserves. Equity is represented by net assets.
The Group is subject to the financial management and accountability provisions of the Crown Entities Act 2004, Crown Research

Institutes Act 1992 and the Shareholding Ministers’ Annual Operating Framework, which impose restrictions in relation to borrowings,
acquisition of securities, issuing guarantees and indemnities, and the use of derivatives.

The Group manages its equity as a by-product of prudently managing revenues, expenses, assets, liabilities, investments, and general
financial dealings to ensure the Group effectively achieves its objectives and purpose, while remaining a going concern.



21 RECONCILIATION OF NET
SURPLUS/(DEFICIT) AFTER TAX TO NET
CASH FLOW FROM OPERATING ACTIVITIES

Surplus/(deficit) after tax

Add/(less) non-cash items:
Depreciation and amortisation
Fair value impaiment
Non-current employee entitlements

Deferred tax

Add/(less) items classified as investing or financing activities:

(Gain)/loss on sale of non-current assets and investments

Working capital items transferred to assets held for sale
Capital creditor movement
Movement in finance lease receivable
Add/(less) movements in working capital items:
Inventory
Trade and other receivables
Trade and other payables
Employee benefit liabilities
Derivative financial instruments
Revenue in advance

Net cash inflow/(outflow) from operating activities

22 CAPITAL COMMITMENTS AND OPERATING
LEASES

Capital commitments

Estimated capital expenditure contracted for at balance
date but not paid or provided for

Operating lease commitments

Lease commitments under non-cancellable operating leases:

Within one year

Later than one year and not later than two years
Later than two years and not later than five years
Later than five years

23 CONTINGENCIES

Consolidated Parent
2012 2011 2012 2011
Actual Actual Actual Actual
$000s $000s $000s $000s
1,333 2,250 1,943 2,465
4,206 4,024 4,175 3,879
0 275 1,200 0
160 (10) 149 (6)
(298) (173) (293) 55
(488) (13) (1,043) (13)
0 (900) 0 (395)
(739) (152) (739) (157)
81 74 81 74
14 1,203 33 106
(77) 1,167 227 1,770
963 (862) 1,443 (810)
175 (242) 336 271)
(28) 111 (28) 60
(2,030) (579) (2,084) (543)
3,272 6,173 5,400 6,214

Consolidated Parent
2012 2011 2012 2011
Actual Actual Actual Actual
$000s $000s $000s $000s
2,207 993 2,207 993
483 420 480 420
425 447 422 447
782 977 782 977
2,715 3,008 2,715 3,008

The Group is not aware of any significant contingent liabilities as at balance date (2011:nil).
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24 RELATED PARTY TRANSACTIONS

Landcare Research New Zealand Limited is the ultimate parent of the Group and controls two entities, being Landcare Research US
Limited and carboNZero Holdings Limited. Sirtrack Limited was sold in November 2011.

Amalgamation
On 30 June 2011 Environmental Certification Services Limited and GHG Advisory Services Limited were amalgamated into carboNZero
Holdings Limited.

Intercompany transactions between Landcare Research New Zealand Limited and its subsidiaries are transacted on a commercial
basis. No transaction between companies within the Landcare Research Group took place at nil or nominal value during the year.

Parent
2012 2011

Actual Actual
The following transactions were carried out with related parties: $000s $000s
Sirtrack Limited:
Interest received 21 7
Dividend received 181 0
Services provided to Sirtrack 23 57
Products and services provided by Sirtrack 182 173
Purchase of land and buildings 1,350 0
Loan outstanding 0 200
Intercompany current account receivable 0 722
carboNZero Holdings Limited
Services provided to carboNZero Holdings 321 0
Products and services provided by carboNZero Holdings 43 0
Loan outstanding 700 0
Intercompany current account receivable/(payable) 220 0
Issue of shares 1,200 0
Transfer/sale of assets and liabilities 800 0
Impairment of investment 1,200 0
Landcare Research US Limited:
Intercompany current account receivable/(payable) (71) (71)

Landcare Research New Zealand Limited has capitalised Landcare Research US Limited for a sum of US$50,000, but the amount has
been held by the Parent company pending requirement, and will be paid out on request.

Consolidated Parent

2012 2011 2012 2011

Actual Actual Actual Actual

Key management personnel compensation $000s $000s $000s $000s
Salaries and other short-term employee benefits 2,055 1,899 1,522 1,550
Post-employment benefits 0 0 0 0
Other long-term benefits 0 0 0 0
Termination benefits 0 0 0 0

Key management personnel include Directors, Chief Executive Officer and other senior management personnel.



During the year Director remuneration payments (including expense reimbursements) were made to the following entities at the request

of the Directors and relate exclusively to Director remuneration payments that would have otherwise been paid directly to the existing

Directors.

Jo Brosnahan Leadership
Boyd Insight Limited (retired)
Luxton & Co. Limited

Hall Family Trust

2012

Services
received
from

$000s

59

0
26
27

2011

Services
received
from

$000s

52
25
25
24

2012

Services
provided
to

$000s

o O o o

2011

Services
provided
to

$000s

o O o o

2012

Amounts

(Payable to)/

Receivable
$000s

o O o

2011

Amounts
(Payable to)/
Receivable

$000s

0
0
0

(1)

During the year Landcare Research provided services to or received services from the following companies, in which Directors have

declared an interest. These transactions were conducted on normal commercial terms. Related parties have ceased and commenced

during the year due to changes in directorships as noted.

University of Waikato
University of Auckland
University of Canterbury
Telarc SAI Limited (ceased)

NZ Institute of Chartered
Accountants

Mighty River Power Limited
Dairy NZ Inc. Limited
Leadership NZ

Waikato River Authority
AgResearch

2012

Services
received
from

$000s

665
542
444

0

0

0

0

15

0
1,436

2011

Services
received
from

$000s

608
490
0
32

o O o o o

2012

Services
provided
to

$000s

85
180
109

19
206

0

2
2,009

2011

Services
provided
to

$000s

65
107

15
54

2012

Amounts
(Payable to)/
Receivable

$000s

(8)
(138)
(165)

0

0

3
27
0

2
391

2011

Amounts
(Payable to)/
Receivable

$000s

(10
1

1)
(12)

0
0

o

O O O © N

In conducting its activities Landcare Research New Zealand Limited is required to pay various taxes and levies (such as GST, FBT,
PAYE and ACC levies) to the Crown and entities related to the Crown. The payment of these levies and taxes, other than income tax, is
based on the standard terms that apply to all tax and levy payers.

Landcare Research New Zealand Limited also supplies and purchases goods and services from entities controlled, significantly
influenced or jointly controlled by the Crown. Sales to and purchases from these entities during the year ended 30 June 2012 were:

Crown entities, SOEs and
government departments

Inland Revenue Department

2012
Services

received
from

$000s

5,663

12,967

2011
Services

received
from

$000s

5,593

15,368

2012
Services

provided
to

$000s

44,469

28

2011
Services

provided
to

$000s

45,600

1

2012
Amounts

(Payable to)/
Receivable

$000s

2,749

(283)

2011
Amounts

(Payable to)/
Receivable

$000s

2,434

(1,480)

29



25 EVENTS AFTER THE BALANCE SHEET DATE

Nil to report

26 FINANCIAL INSTRUMENT RISKS

The Group has a series of policies to manage the risks associated with financial instruments. The Group is risk averse and seeks
to minimise exposure from its treasury activities. Treasury and cash management policies approved by the Board do not allow any
transactions that are speculative in nature to be entered into.

Market risk

Price risk

Group price risk is the risk that the value of a financial instrument will fluctuate as a result of changes in market prices. The Group is not
exposed to price risk as it does not hold financial assets held at fair value through other comprehensive income.

Currency risk

Group currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign exchange rates. The
Group operates internationally and is exposed to foreign exchange risk arising from various contract exposures, primarily with respect to
the US dollar, Australian dollar, Euro dollar and UK pound. Currency risk arises when future commercial transactions, recognised assets
and recognised liabilities are denominated in a currency that is not the entity’s functional currency.

At 30 June 2012, if the US dollar had weakened/strengthened by 10% against the New Zealand dollar with all other variables held
constant, surplus after tax for the year would have been $12,000 (2011: $15,000) higher/lower, mainly as a result of foreign exchange
gains/losses on translation of US-dollar-denominated trade payables and receivables and the US dollar bank account.

At 30 June 2012, if the Australian dollar had weakened/strengthened by 10% against the New Zealand dollar with all other variables
held constant, surplus after tax for the year would have been $3,000 (2011: $31,000) higher/lower, mainly as a result of foreign
exchange gains/losses on translation of Australian-dollar-denominated trade payables and receivables and the Australian dollar bank
account.

At 30 June 2012, if the Euro dollar had weakened/strengthened by 10% against the New Zealand dollar with all other variables held
constant, surplus after tax for the year would have been $0 (2011: $1,000) higher/lower, mainly as a result of foreign exchange gains/
losses on translation of Euro-dollar-denominated trade payables and receivables.

At 30 June 2012, if the UK pound had weakened/strengthened by 10% against the New Zealand dollar with all other variables held
constant, surplus after tax for the year would have been $0 (2011: $4,000) higher/lower, mainly as a result of foreign exchange gains/
losses on translation of UK-pound-denominated trade payables and receivables.

The Group foreign exchange management policy is to cover the risk on any foreign currency transactions greater than $100,000.

Interest rate risk
The interest rates on the Group’s borrowings are disclosed in note 16.

Fair value interest rate risk is the risk that the value of a financial instrument will fluctuate due to changes in market interest rates.
Borrowings issued at fixed rates expose the Group to fair value interest rate risk.

Cashflow interest rate risk is the risk that the cashflows from a financial instrument will fluctuate because of changes in market interest
rates. Short term bank deposits which receive variable interest rates expose the Group to cash flow interest rate risk.

Credit risk

Credit risk is the risk that a third party will default on its obligation to Landcare Research, causing Landcare Research to incur a loss.
Landcare Research has a significant concentration of credit risk with the Ministry of Science and Innovation; however, the risk is
mitigated as this entity is also Government owned.

Liquidity risk

Liquidity risk is the risk that the Group will encounter difficulty raising liquid funds to meet commitments as they fall due. Prudent
liquidity risk management implies maintaining sufficient cash and the availability of funding through an adequate amount of committed
credit facilities. The Group aims to maintain flexibility in funding by keeping committed credit lines available.



Contractual maturity analysis of financial liabilities, excluding derivatives
The table below analyses the Parent and Group’s financial liabilities into relevant maturity groupings based on the remaining period

at balance date to the contractual maturity date. Future interest payments on floating rate debt are based on the floating rate on the

instrument at balance date. The amounts disclosed are the contractual undiscounted cash flows and include interest payments.

2011

Group

Creditors & other payables
Secured loans

Finance leases

Total

Parent

Creditors & other payables
Secured loans

Finance leases

Total

2012

Group

Creditors & other payables
Secured loans

Finance leases

Total

Parent

Creditors & other payables
Secured loans

Finance leases

Total

Capital risk management

Carrying  Contractual Less than 1-2 2-5 More than
amount cash flows 1 year years years 5years
$000s $000s $000s $000s $000s $000s
5,497 5,497 5,497 0 0 0
4,000 4,321 190 4,131 0 0
83 94 49 45 0 0
9,580 9,912 5,736 4,176 0 0
5,291 5,291 5,291 0 0 0
4,000 4,321 190 4,131 0 0
83 94 49 45 0 0
9,374 9,706 5,530 4,176 0 0
Carrying  Contractual Less than 1-2 2-5 More than
amount cash flows 1year years years 5 years
$000s $000s $000s $000s $000s $000s
6,639 6,639 6,639 0 0 0

0 0 0 0 0 0

42 45 45 0 0 0
6,681 6,684 6,684 0 0 0
6,502 6,502 6,502 0 0 0

0 0 0 0 0 0

42 45 45 0 0 0
6,544 6,547 6,547 0 0 0

The Group’s objectives when managing capital are to safeguard the Group’s ability to continue as a going concern in order to provide

returns for shareholders and benefits for other stakeholders and to maintain an optimal capital structure to reduce the cost of capital.

27 TAXATION

Components of tax expense

Current tax

Adjustments to current tax in prior years

Deferred tax expense

Consolidated

Income tax expense from continuing operations

Income tax expense from discontinued operation

Total income expense

2012 2011
Actual Actual
$000s $000s
749 1,296
(27) (153)
(262) (173)
460 970
(81) (177)
379 793

Parent
2012 2011
Actual Actual
$000s $000s
1,087 1,068
(27) (153)
(292) 55
768 970
0 0
768 970
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27 TAXATION CONTINUED

Relationship between tax expense
and accounting profit

Surplus/(deficit) before tax
Tax at 28% (2011 30%)
Non-deductible expenditure
Non-taxable income
Prior-year adjustment
Group loss offset

Total income tax expense

Deferred tax assets/(liabilities)

Parent

Balance at 1 July 2010

Transfer Asset held for sale

Charged to surplus/(deficit)

Charged to other comprehensive income
Balance at 1 July 2011

Transfer Asset held for sale

Charged to surplus/(deficit)

Charged to other comprehensive income
Balance at 30 June 2012

Group

Balance at 1 July 2010

Transfer Asset held for sale

Charged to surplus/(deficit)

Charged to other comprehensive income
Balance at 1 July 2011

Transfer asset held for sale

Charged to surplus/(deficit)

Charged to other comprehensive income
Balance at 30 June 2012

Consolidated Parent
2012 2011 2012 2011
Actual Actual Actual Actual
$000s $000s $000s $000s
2,021 3,435 2,711 3,435
628 913 759 1,031
(437) 110 (176) 26
179 (231) 182 50
9 1 3 0
0 0 0 (137)
379 793 768 970
Property, plant Employee Other Total

and equipment entitlements provisions

$000s $000s $000s $000s
(4,499) 872 89 (3,538)
0 (24) (1) (25)
9 (54) (10) (55)
0 0 0 0
(4,490) 794 78 (3,618)
0 0 0 0
250 57 (14) 293
0 0 0 0
(4,240) 851 64 (3,325)
(4,784) 928 155 (3,701)
0 (30) (35) (65)
294 (80) 41) 173
0 0 0 0
(4,490) 818 79 (3,593)
0 0 0 0
249 59 (11) 297
0 0 0 0
(4,241) 877 68 (3,296)

The corporate tax rate has been reduced from 30% to 28% with effect from the 2011/12 year. The financial effect of the change in tax

rate on deferred taxation has been included in the financial statements for the year ended 30 June 2011.

Imputation credit account
(Subsidiary—Sirtrack Limited only)

Opening balance at 1 July
Taxation paid/(refund)
Expired on change of ownership

Closing balance at 30 June

2012 2011
Actual Actual
$000s $000s
662 667

0 ®)
(662) 0
0 662




28 DISCONTINUED OPERATION

Sirtrack Limited, previously a wholly owned subsidiary of Landcare Research Limited, was sold on 30 November 2011 to Lotek Wireless Inc.

2012 2012 2011
Actual Budget Actual
$000s $000s $000s
Revenue 1,785 4,822 4,722
Finance costs (22) 0 (73)
Expenditure (2,072) (4,692) (5,041)
Surplus/(deficit) before taxation (309) 130 (392)
Tax expense (81) 109 177)
Surplus/(deficit) after taxation (228) 21 (215)
2012 2011
Actual Actual
$000s $000s
Cash flows from/(used in) discontinued operation
Operating activities (611) (32)
Investing activities 1,333 9)
Financing activities (369) 9)
Net cash flows for the year 353 (50)

Contingencies
The Company is not aware of any significant contingent liabilities arising from the discontinued operation as at balance date (2011:nil).

29 EXPLANATION OF SIGNIFICANT VARIANCES AGAINST BUDGET AND BETWEEN YEARS

There were the following significant variances:

Statement of Comprehensive Income

* June 2012 actual result was impacted by the sale of Sirtrack Limited in November 2011. 2012 budget and 2011 comparatives included
Sirtrack for the full year.

» June 2012 actual result was impacted by lower than expected financial performance by carboNZero Holdings Limited in its first year
of operation due to low domestic and international revenues.

Statement of Financial Position

* On 1 July 2011 Landcare Research’s carboNZero strategic business unit became carboNZero Holdings Limited, a separate legal
entity 100% owned by Landcare Research New Zealand Limited. The assets of carboNZero Holdings Limited were classified as
held for sale in the June 2011 Parent result.

* The assets of Sirtrack Limited were classified as held for sale in the June 2011 Consolidated Group result.

» Bank loans totalling $4M were repaid in March 2012,

33
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STATEMENT OF
RESPONSIBILITY

In terms of Section 155 of the Crown Entities Act 2004, we hereby certify that:

1 We have been responsible for the preparation of these financial statements and the judgements used therein.

2 We have been responsible for establishing and maintaining a system of internal control designed to provide
reasonable assurance as to the integrity and reliability of financial reporting.

3 We are of the opinion that the financial statements of Landcare Research New Zealand Limited and the Group fairly
reflect the financial position and operations for the year ended 30 June 2012.

[ n~ Ay s

I" Do f 1]
PM Schuyt TJ Simpson
Chair Deputy Chair
23 August 2012 23 August 2012
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INDEPENDENT AUDITOR’S REPORT

To the readers of
Landcare Research New Zealand Limited
and group’s financial statements
for the year ended 30 June 2012

The Auditor General is the auditor of Landcare Research New Zealand Limited (the company) and group. The Auditor
General has appointed me, Bede Kearney, using the staff and resources of Audit New Zealand, to carry out the audit of the
financial statements of the company and group, on her behalf.

We have audited the financial statements of the company and group on pages 8 to 33, that comprise the statement

of financial position as at 30 June 2012, the statement of comprehensive income, statement of changes in equity and
statement of cash flows for the year ended on that date and the notes to the financial statements that include accounting
policies and other explanatory information.

Opinion on the financial statements

In our opinion the financial statements of the company and group on pages 8 to 33:
e comply with generally accepted accounting practice in New Zealand;
® give a true and fair view of the company and group’s:

» financial position as at 30 June 2012; and

» financial performance and cash flows for the year ended on that date.

Opinion on other legal requirements

In accordance with the Financial Reporting Act 1993 we report that, in our opinion, proper accounting records have been
kept by the company as far as appears from an examination of those records.

Our audit was completed on 23 August 2012. This is the date at which our opinion is expressed.

The basis of our opinion is explained below. In addition, we outline the responsibilities of the Board of Directors and our
responsibilities, and we explain our independence.

Basis of opinion

We carried out our audit in accordance with the Auditor General’s Auditing Standards, which incorporate the International
Standards on Auditing (New Zealand). Those standards require that we comply with ethical requirements and plan and carry
out our audit to obtain reasonable assurance about whether the financial statements are free from material misstatement.

Material misstatements are differences or omissions of amounts and disclosures that would affect a reader’s overall
understanding of the financial statements. If we had found material misstatements that were not corrected, we would have
referred to them in our opinion.

An audit involves carrying out procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on our judgement, including our assessment of risks of material misstatement
of the financial statements whether due to fraud or error. In making those risk assessments, we consider internal control
relevant to the company and group’s preparation of the financial statements that fairly reflect the matters to which they relate.
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We consider internal control 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 company and group’s internal control.

An audit also involves evaluating:
¢ the appropriateness of accounting policies used and whether they have been consistently applied;
¢ the reasonableness of the significant accounting estimates and judgements made by the Board of Directors;
e the adequacy of all disclosures in the financial statements; and
e the overall presentation of the financial statements.

We did not examine every transaction, nor do we guarantee complete accuracy of the financial statements. In accordance
with the Financial Reporting Act 1993, we report that we have obtained all the information and explanations we have
required. We believe we have obtained sufficient and appropriate audit evidence to provide a basis for our audit opinion.
Responsibilities of the Board of Directors
The Board of Directors is responsible for preparing financial statements that:

e comply with generally accepted accounting practice in New Zealand; and

e give a true and fair view of the company and group’s financial position, financial performance and cash flows.

The Board of Directors is also responsible for such internal control as it determines is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error.

The Board of Directors’ responsibilities arise from the Crown Research Institutes Act 1992 and the Financial Reporting Act
1993.

Responsibilities of the Auditor

We are responsible for expressing an independent opinion on the financial statements and reporting that opinion to you
based on our audit. Our responsibility arises from section 15 of the Public Audit Act 2001 and the Crown Research Institutes
Act 1992,

Independence

When carrying out the audit, we followed the independence requirements of the Auditor General, which incorporate the
independence requirements of the New Zealand Institute of Chartered Accountants.

In addition to the audit, we completed an assurance engagement reporting on the profit calculation pursuant to the staff
profit share scheme. This engagement is compatible with those independence requirements.

Other than the audit and this engagement, we have no relationship with or interests in the company or any of its subsidiaries.

Bede Kearney

Audit New Zealand

On behalf of the Auditor-General
Christchurch, New Zealand
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FINANCIAL INDICATORS

Financial key performance indicators

For year ending 30 June: 2012 2012
Target Achieved

Efficiency:

Operating margin 9.5% 10.9%

Operating margin per FTE $15,002 $16,963

Risk:

Quick ratio 0.98 0.80

Operating margin volatility 11.5% 10.8%

Forecasting risk -1.8% 1.1%

Tailored rate of return:

ROE before investment 9.4% 8.2%

Return on equity (ROE) 5.3% 4.9%

Growth/investment:

Revenue growth 4.9% -7.9%

Capital renewal 2.1 1.5

[ | Operating Margin:
EBITDAF + Revenue, expressed as a percentage. (EBITDAF is
EBIT before depreciation, amortisation and fair value adjustments.)

B Quick ratio:
(Current assets — Inventory - Prepayments) + (Current liabilities —
Revenue in advance).

[ | Forecasting Risk:
5-year average of return on equity less forecast return on equity.

B Return on equity:

NPAT + Average shareholders’ funds, expressed as a percentage.

(NPAT: net profit after tax.)

B shareholders’ funds:
Includes share capital and retained earnings.

[ | Capital Renewal:

Capital expenditure / Depreciation expense plus amortisation expense.
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