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New Zealand agriculture is uniquely positioned to respond
to the factors facing global food markets. We possess
some of the world’s leading farmers. We have an
abundance of fresh, clean water and an environment
that is suited to year round food production. We are
recognised globally as producing high quality food and
our farming systems are seen as comparatively natural
and sustainable.

With its good soil and availability of water, South America
has particular potential to make significant amounts of
land vastly more productive.

Ultimately, New Zealand agriculture will increasingly

be able to secure premiums in the international market.
PGW will have many opportunities to play its part to
support customers to overcome the challenges we

face in food production and to help lead New Zealand
agribusiness to the fore as a global food producer.

CUSTOMERS

Our customers are at the forefront of what we do as a
business and we are constantly looking for ways to serve
them better. We undertake a regular programme of
customer research to identify clients’ needs and investigate
the best ways to respond to them and we are placing
increasing emphasis on decisions being made in the field
closer to customers. Through new capabilities, structures
and a broader focus, we believe we are shifting our
business in the right direction.

We are investing in people, products and technology to
support farmer needs.

We are working with customers to bring about positive
structural change to the wider agribusiness industry.
Through two joint venture operations; New Zealand
Merino (NZM) and Wool Partners International (WPI),

we assist growers and supply chain partners in all aspects
of wool production, sales and marketing. Both NZM and
WPI aim to generate greater returns for New Zealand
growers and are making solid progress.

Although the SFF proposal was unsuccessful because

of the global credit crisis, our proposal to invest in the
country’s largest meat marketer and processor to create an
integrated supply chain with clear links to customers, was
approved by an overwhelming number of SFF shareholders.

These and other initiatives are driven by a concern for the
future of our customers’ businesses and our own success,
which are clearly linked. We are prepared to commit

the Group’s resources to influence positive change, which
is behind our initiatives in the meat, wool and

velvet industries.

We continue to address cost structures and purchasing
terms to improve our operating performance.

During the year we introduced a number of initiatives,
including a full replacement of the accounting and
billing systems for the parent Company, a review of the
procurement and outsourcing activities Group-wide and
active management of the PGW vehicle fleet, that will
reduce both costs and environmental impacts.

We have also strengthened our commitment to meet
customer needs by reorganising the resources available
at regional management level to coordinate our services
on a ‘one stop’ PGW basis. We commenced a regular
programme of market research during the year.

We are confident that these and other measures are
preparing the Company to take advantage of the
inevitable improvement in the economic situation.

During 2008, we established a Sustainability Taskforce.
Recognising the growing importance of sustainable
farming practices, the Company-wide team is designed
to coordinate the Company’s sustainability initiatives.
The group’s primary activities include exploring ways
to reduce PGW's environmental impact, advocating on
behalf of the agricultural sector and identifying new
products, which might help customers improve their
sustainable farming methods.

Over the last 12 months we have taken a number of
steps to reduce the Company’s environmental impact.

To reduce our emissions we have shifted our vehicle

fleet to diesel and we are minimising travel, particularly
air travel, which has decreased by 25 percent.

The Christchurch head office is working with the local city
council on ways to improve our sustainability at that site.

In addition, our Seeds business has an exciting product
research and development programme, that has the
potential to help farmers reduce the level of on-farm
emissions and improve drought tolerance of pastures
under climate change conditions.
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PEOPLE

The Company is fortunate to have a team of highly
experienced and committed employees with a large
range of skills in every part of the business. During

the year, we augmented the existing capabilities with
new talent across the whole business. A number of
senior executives joined the Company, including Mike
Skilling as Group General Manager Customer Services
and Bruce Gordon who is driving greater efficiency in
his role as Group General Manager, Corporate Services.
Jason Dale joined the Company in August 2009, as
PGW's Chief Financial Officer. In 2008, John McKenzie
was promoted to Group General Manager of our Seed,
Grain and Nutrition unit, which not only reflects the very
high regard in which John is held in the industry, but also
the importance to PGW of the seed, grain and animal
nutrition business.

New appointments were made across the Company, as part
of a programme to improve service delivery to customers
and to implement the strategy developed last year.

There were changes to the Board of Directors. In July this
year, Craig Norgate announced that he would step down
as Board Chairman and would be replaced by Keith Smith.
Mr Norgate remains on the Board. Earlier, Brian Jolliffe
retired from the Board and Bruce Irvine was appointed to
replace him. Brian Jolliffe is the retiring Managing Director
of Pyne Gould Corporation and has played an important
role in helping to set the Company’s course.

We appreciate the support provided by
our fellow Board members during this
difficult economic year. We are also most
appreciative of the dedication and hard

work of all our employees, who continue to
provide our customers with the level of service
that allows them to manage productive and
profitable businesses.

THE IMMEDIATE FUTURE

While the international agricultural sector outlook

overall remains robust, the ongoing global recession is
dampening farmer confidence, which was further eroded
by news of Fonterra‘s reduced payout, leading to restricted
spending. This means that while many of our businesses
have performed well, those exposed to dairy, in particular,
have suffered in New Zealand, Australia and Uruguay.

While sheep and beef farm incomes have improved to
their best levels in recent years, this has not yet been
reflected in expenditure, which has been kept to a
minimum, given the past poor returns.

The Board remains confident that the rural sector will
play a significant part in leading New Zealand out of the
recession and that the business is performing well in very
difficult conditions.

The Company is focused on further improving its
performance and is well-placed to take advantage of
improvements in the economic situation when they occur.
Whilst there is still significant economic uncertainty, the
general consensus is that the New Zealand economy will
begin growing again towards the end of 2009.

With any improvement in operating conditions, given the
changes that the Company has undertaken at a strategic
and management level, we should see a positive impact
on earnings.

Keith Smith Tim Miles
Chairman Managing Director
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