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Sustainable Development Report

Sanford Limited links its responsibility for
economic success to having regard to the
environment and society in which we operate.
Companies that take into account the interests of
people and the needs of the environment can
achieve long-term economic success. This long-
term approach to our operations is reflected in
the fact that Sanford has been in operation for
more than 120 years.

“Sustainable Seafood” and sustainability are
integral to our business model based on
harvesting a renewable resource. Over 85% of
our revenue comes from wild fisheries and the
balance from aquaculture operations which are
heavily dependent on the ecosystem providing
clean, growing waters with the required levels of
nutrients. We firmly believe that a focus on short-
term over-exploitation of a resource cannot lead
to long-term profitability.

Increasing world populations are putting more
and more pressure on many of the world’s
resources. Fisheries and aquaculture have the
advantage of being renewable resources if they
are properly managed. We strive to ensure that
we live on the “interest” produced annually from
the wild fisheries biomass “capital”. Wild fisheries
form a vital part of the ecosystem and we strive
to ensure that any effect of harvesting the

positive outcome to ensure the sustainability of
the resource is enhanced.

Sustainability at Sanford includes operating in a
socially responsible manner and playing a
supportive role as part of the communities in
which we operate. In some locations the viability
of these communities is essential so that we can
continue to access the hard-working and diligent
pool of labour that we presently have in our
fishing fleets, marine farms and

processing factories.

To remain in business, the economic model of
the operation must be sound and backed by
resources that are recognised by the financial
community. The New Zealand Quota
Management System encompasses proportional
harvest property rights over a natural resource
(wild fish stocks) that enables Sanford to be able
to plan over the long term.

The following Sustainable Development Report
(SDR) is our annual snapshot of Sanford’s
successes (and some failures) from the past
year and a look at how we are continuing

with our commitment to build a truly sustainable
company.

“We are not good because we are old; we are
old because we are good,” Peter Quadari,

resources is managed and mitigated towards a Chairman, IBM.
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Fraser Gregory Moors - Environmental Systems Manager

Fraser commenced work with Sanford Limited on 4 August 2003. Sadly he passed away on Saturday

5 November 2005 after suffering difficulties during the Auckland Harbour Crossing Swim. Part of his
responsibilities at Sanford included the preparation of our Sustainable Development Report. On the day prior
to his death Fraser completed the first draft of this report and we dedicate this Sustainable Development
Report to his memory.

Fraser was responsible for increasing the level of commitment within Sanford to sustainable development.

He regularly visited our operations outside Auckland and sought to work cooperatively with staff and some of
our service providers to improve our environmental, social and economic performance. All at Sanford will
miss his cheerful manner and smiling face.

Condolences were passed to his wife Loree, and his family and his many friends. Sadly missed.
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From sea to food — over 100 years of sustained growth



Managing Director’s Statement
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Welcome to the sixth publication of Sanford’s Sustainable
Development Report. We continue to make steady progress
on our sustainable development journey.

Reporting our performance is part of our commitment to
underpin our motto of “Sustainable Seafood”. This enables
us to inform our shareholders and our stakeholders
(particularly our increasingly health and environmentally
conscious customers) of the progress we have made in
improving the measurement and management of our
environmental, social and economic performance.

Sustainable development continues to be fully integrated into
the Company’s operations.

We continue to work on ways to improve resource efficiency
and increase our advantage in the competitive market that
comes with adopting this philosophy.

The business case continues to be made by:

e Encouraging customer and consumer loyalty and
commitment to improving prices and returns in the
long term;

* Increasing supplier participation and commitment to
sustainable development principles;

e Maintaining and enhancing relations with the communities
in which we operate;

¢ Reducing environmental impacts and the costs of
resource use;

e Strengthening of relationships and providing confidence
to regulators, banks, insurers, and financial markets;

e Attracting and retaining loyal and committed employees.

By extending our goals and targets year after year we are
raising the bar and setting higher standards for ourselves.
Continual improvement is integral to Sanford becoming a
sustainable business. This year, as part of our continual
improvement philosophy, we are having our Sustainable
Development Report verified by an independent assessor
(URS New Zealand Limited) and their assurance statement is
contained within this report.

Sanford’s leadership can also be seen in the role we play in
the wider business community. We continue as an active
member of the New Zealand Business Council for
Sustainable Development (NZBCSD); this year we have
supported projects such as “Greening the Fleet” and “Effects
of Climate Change”. We continue to support Kiwi Can
programmes in various schools in Northland, Coromandel

and Bluff and will do so as long as those programmes are
jointly supported by the local communities.

We again received a commendation from the Institute of
Chartered Accountants of New Zealand for a Sustainable
Development Report by a listed company.

Highlights of the year in our sustainable
development journey

This year we have lead from the front on industry
developments to:

e Introduce more effective methods to reduce the
accidental death of seabirds in our fishing operations;

¢ Increase the effectiveness of methods that avoid the
incidental by-catch of marine mammals;

e Attempt to ensure the fisheries management processes
are aligned with methods which reduce the potential for
marine mammal catches while maximising the economic
value of the sustainable harvest of quota;

e Introduce into our report a table outlining our major quota
holdings and an assessment of the state of the major fish
stocks that affect Sanford’s business;

e FEvaluate the impact of bottom trawling;

e Continue our ISO 14001 status through a series of
external audits on our processing plants and
deepwater vessels;

e Support the continuation of the 100,000 tonne quota in
the hoki fishery until we are confident that the resource
can economically support a higher quota level through
improved catch rates and long-term sustainability of
this resource;

e Increasing our stake in Weihai Dong Won Food Company
Limited from 25% to 40% in early October 2005
subsequent to that company commissioning a significant
expansion of its processing capabilities;

e Successfully integrate Simunovich scampi and its North
Island inshore fleet into our existing business with minimal
impact to our business.

E F Barratt
Managing Director

5 December 2005

Information is available
about 1SO 14001 on
www.iso.ch
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Environmental Policy

Sanford recognises its obligations and responsibilities to
ensure we conduct our operations in a manner that protects
the earth’s environment and its natural resources. Sanford is
committed to operating in both an environmentally and
economically sustainable manner to fulfil our responsibilities
to our stakeholders (shareholders, employees, customers
and the communities in which we operate).

Sanford ensures full compliance with legislation in carrying
out our business activities and seeks to foster and maintain
good working relationships with administrating agencies.

Sanford is committed to continually improving our
environmental performance whilst recognising that true
environmental benefit is an essential factor in determining
methods for environmental improvement.

Sanford believes that everyone has a responsibility for taking
care of the environment. This is demonstrated by Sanford’s
leadership role in promoting sustainable development through
representation on the NZBCSD. Sanford also requires all
employees and contractors to exercise environmental care
when carrying out work at Sanford operations and to be
accountable for their actions in accordance with their position
and area of responsibility.

The guiding policy objectives for improving environmental
performance are:

1. To support sustainable use of marine resources by:

e Commitment to the Quota Management System and
full compliance with New Zealand fisheries legislation;

e Promotion of effective local, regional, national and
international fisheries management based on
sustainable harvesting principles and practices
supported by appropriate research;

* Involvement in responsible enhancement and
research initiatives in wild fisheries and aquaculture;

* Minimising or avoiding any adverse environmental
effects of aquaculture on aquatic environments and
marine life.

2. Minimising impacts on water and energy supply by:

e Seeking methods to conserve water and energy
through improvement in efficiency.
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3. Reducing the impact of waste emissions to land, water
and air by:

e Using the 5R principles when implementing methods
for waste management: Reduce, Reuse, Recycle,
Recover, Residue management;

e Aiming for maximum economic utilisation of
raw materials;

* Assessing the effects of land-based waste-water
discharge and implementing methods to reduce
adverse effects appropriate to the
assessed significance;

e Implementing training and methods to comply with
marine pollution regulations;

e Ensuring the use and disposal of wastes are
environmentally acceptable and lawful;

e Ensuring environmental performance is a factor in
purchase decisions;

* Implementing practicable methods to control odorous
and particulate emissions to air;

e Planning towards minimisation and eventual
elimination of ozone-depleting substances.

4. Reducing the potential for adverse effects from the
storage and use of hazardous substances by:
e Preventative maintenance practices;
e Training in safe storage, handling and use;
* Provision of facilities and equipment to put training
into practice;

e Emergency preparedness and response.

5. Endorsement of, and compliance with, seafood industry
codes of practice and environmental initiatives.

This environmental policy forms part of the Sanford Quality
Management System, which is a commitment to continuous
improvement. With this policy we will strive to deliver
environmentally wholesome seafood desired by the
customers of today and the future.
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Environmental Footprint

Sanford recognises its obligations and responsibilities to conduct our operations in a manner
that protects the environment and conserves natural resources. Minimising the impact of
our operations on the environment and protecting the resources that we rely on are vital
aspects of our business. The most relevant example is our reliance on what is grown in, and
harvested from, the waters around New Zealand. Other examples are our reliance on energy
in the form of electricity, fuel and fresh water from natural sources. Sanford is committed

to the protection of the environment in which our business operates and the sustainable
development and utilisation of marine and other resources.

We measure our environmental performance as a ratio of the resource consumed (electricity,
diesel, coal, etc) over the amount of product produced (seafood product in kilograms) Fish
sold at the Auckland Fish Market is also included in the total production figures.This is called
the eco-efficiency of the resource. Eco-efficiency measures make it possible to demonstrate
progress in environmental terms, while at the same time increasing economic growth.

The smaller the ratio becomes over time, the more it reflects an improvement in the
efficiency of the resource’s use. Table 1 outlines Sanford’s key environmental indicators and
how we performed during the year.

Environmental Profile

Target Target Changefrom Per Cent Target
2001 to 2005 Unit 2001 2002 2003 2004 2005 2005 Met previousFY  Change 2006
Finished product produced tonnes 50,917 49,305 49,553 51,272 56,856 5584  10.9%
Fishmeal produced tonnes - 1,312 1,410 1,621 1,112 (509)  (31.4%)
Electricity KWhrs 24,755,137 25,388,000 22,797,368 21,086,097 23,173,227 2,087,130 9.9%
Eco-efficiency (electricity) KWhrs/kg product 0.4862 0.5149 0.4601 0.4113 0.4076  0.4010 X (0.0087)  (0.9%) 0.4010
Diesel litres 21,827,194 21,043,295 21,445,646 20,745,277 21,296,606 551,330 2.7%
Eco-efficiency (diesel) I/kg product 0.4287 0.4268 0.4328 0.4046 0.3746  0.3858 v (0.0300) (7.4%) 0.3671°
Coal kg 930,468 1,044,280 974,955 943,380 689,070 (254,310)  (27.0%)
Eco-efficiency (coal)® kg/kg fishmeal - 0.6253 0.6519 0.5667 0.6194  0.5525 X 0.0527 9.3% 0.5525¢
Lube oil used it 129,840 96,656 98,376 82,721 88,220 5,499 6.6%
Iitres
Lube oil recycled it - 64,937 67,025 55,757 59,191 3,434 6.2%
itres
QOil recycled as a % of oil used - 67% 68% 67% 67%  >65% v >65%
GHG emissions® tonnes 65,200 63,732 66,666 64,943 65,849 906 1.4%
GHG efficiency kg/kg product 1.28 1.29 1.35 1.27 1.16 1.24 v ©.11) (8.6%) 1.18°
+~ | Fresh water m? 751,400 678,800 790,171 682,353 695,407 13,054 1.9%
W | Eco-efficiency (water) I/kg product 14.76 18.77 15.95 13.31 12.23 12,98 v (1.08)  (8.1%) 11.927
om
|<£ Solid waste tonnes 1,110 991 771 691 657 622 x (34) (4.9%) 6228
" Electricity target is based on a 2.5% reduction of the 2004 actual 5 Greenhouse gas emissions in tonnes of CO, equivalent (see pie chart for
2 Diesel target is based on a 2.0% reduction of the 2005 actual breakdown of sources)
3 Eco efficiency of coal is based on coal used at the Timaru fishmeal plant only ® Greenhouse gas emission target is based on 2.5% reduction of the 2005 actual
4 7

Water target is based on a 2.5% reduction of the 2005 actual
Solid waste target is based on a 10% reduction of the 2004 actual

Coal target is based on a 2.5% reduction of the 2004 actual
8
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Boundaries of reporting

At present Sanford’s sustainable development reporting is
limited to activities that are 100% owned and operated by
Sanford that occur within New Zealand, New Zealand’s
territorial waters and the Commission for the Conservation of
Antarctic Marine Living Resources (CCMALR) management
regions of the Antarctica. Figure 1 portrays Sanford’s
operations and our consumption of natural resources. This is
the first year that the Auckland Fish Market’s auction and
seafood school’s operations have been included in our
sustainable development reporting. The boundaries of
reporting diagram (Fig 1) clearly defines what operations lie
inside and outside this report.

Annual Production

The reduction in the Total Allowable Commercial Catch
(TACC) for New Zealand hoki from 180,000 to 100,000
tonnes from 1 October 2004 has reduced Sanford’s
production from this fishery accordingly. However, the
purchase of the Simunovich fishing assets at the start of the
2004/05 fishing season and the increase in the total jack
mackerel catch over previous years has increased

overall production.

Our sustainable development reporting extends to company
vessels operating in Antarctic waters.

The production figures include the total greenweight of fish
caught by Sanford’s 12 deepwater freezer vessels, all finished
production at Sanford’s eight inshore processing plants plus
the total weight of fish sold by the Auckland Fish Market’s
daily auction.

Sales of fish at the Auckland Fish Market are included in our
production figures.
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FIG 1

Operational Boundaries of Reporting

INSIDE NEW ZEALAND EXCLUSIVE ECONOMIC ZONE (EEZ) AND CCAMLR WATERS (reported)

Aquaculture / Marine Farms

Fossil Fuel

Wild Fish Stocks Inshore Vessels Freezer Vessels

OUTSIDE NEW ZEALAND (not reported)

Freezer Vessels

Road Transport

What is not included and why

Argentina

Our operation in Argentina is 70% owned by Sanford and consists of a single freezer vessel operating
out of the southern port of Ushuaia. While the Company presently operates under the principles of
sustainable development there, it does not yet formally report its activities.

China

Sanford’s initial 25% stake in a processing plant in China has now increased to 40% and we believe
that will give us sufficient influence to progressively introduce sustainable development reporting for that
business in the future. We will target that operation to be included in our report for the year ended

30 September 2008.

Australia

The integration, location and profitability of the Ocean Fresh business in Australia has not been a
success this year and steps were taken just before year-end to permanently relocate the business to
Melbourne. The future of the Melbourne Fish Market is currently under study by the Melbourne City
Council. When the future direction is finalised, we will be in a better position to decide how we move
this business forward and introduce sustainable development reporting. It is hoped that we will include
Australia in our report for the year ended 30 September 2007.

Inputs

Seafood

Sanford has quota for fish and shellfish
in New Zealand under the Quota
Management System as well as
aquaculture activities that farm oysters,
mussels and salmon.

Other inputs

Other inputs include water for cooking
and washing product and facilities,
fossil fuels for powering vessels,
vehicles and boilers, electricity for
refrigeration and running factories and
coal for fishmeal production.
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INPUTS OUTPUTS
T
']
Electricity Processing

Fresh Water
Salt Water

Factories Cold Storage

Palletised Product

Solid Waste
Waste Water
Greenhouse Gas Emissions

Processing
Factories

Product to
Customer

Air & Sea Transport

Outputs

Greenhouse Gas Emissions

Our major source of emissions is from our diesel powered
fishing fleet. Other fossil fuel use includes factory boilers
(diesel), trucks, cars and the Timaru fishmeal plant fired
by coal.

Electricity used for the freezing and refrigeration of product is
another major energy sink. New Zealand’s present electricity
matrix is geared to renewable power sources such as hydro-
electric dams. New Zealand’s current electricity shortage
means that in the future more power will be generated from
fossil fuels, which will increase greenhouse gas emissions.

Waste Water

Sanford has resource consents to discharge waste water
from its processing facilities or where available waste water
is directed into the trade waste sewer.

Solid Waste

Fish waste from Sanford’s processing operations is used in
fishmeal production. Mussel and oyster shells are used for a
variety of purposes (including roading and fish burley).

Recycling facilities are available on board vessels and
processing plants for all cardboard packaging paper items.
Where it is possible, shrink wrap that holds palletised
products together is recycled. All soiled paper products,
plastics unable to be recycled, and broken polybins make up
the bulk of Sanford’s solid waste.
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Electricity

Unfortunately, this year we have not been able to meet the
eco-efficiency target which we set ourselves last year of
0.4010 kWh/kg product. The eco-efficiency achieved this
year of 0.4076 represents a 0.9% improvement on last year.
Contributing factors include an additional night shift in the
Auckland factory and the inclusion of electricity usage from
the salmon hatchery at Kaitangata that had not previously
been included. Energy audits commissioned for the Auckland
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and Tauranga branches were not delivered in time for
recommendations to be implemented this year but will
happen in the coming year.

Diesel

In previous years, diesel use was reported on by the amount
of fuel used by the deepwater fleet on voyages completed
within the financial year, plus diesel used by other Sanford
operations throughout the year. The deepwater fleet
consumes 75% of all diesel used by Sanford’s operations
and, when bunkering, can take on upwards of 300,000 litres
of diesel. This created distortions when a trip straddles two
financial years.

This year, fuel consumption has been measured as all fuel
used during the financial year taking into account unused fuel
on board all vessels at the start and end of the financial year.
Fuel use from trips started before the 2005 year was divided
between the two years on a pro-rata basis. Diesel usage for
2004 has been restated to reflect this change in
methodology.

Even though the amount of fuel used has increased by over
500,000 litres(l) the target set for eco-efficiency for diesel use

Sanford Environmental Management System

Sanford has had an effective Environmental Management System (EMS) in place for six years, which is certified against the
ISO 14001 standard. The EMS ensures ongoing, active management of those environmental issues relevant to the
Company’s operations. Protection of the environment, improvement in environmental performance and continual
improvement of environmental systems are the main objectives of the EMS. These are achieved through accurate
monitoring and measurement, reporting, setting objectives and targets, and management review of significant
environmental issues. Successful management of these environmental issues can have many benefits, such as:

— Helping to protect and enhance the environment in which we live and work;

— Protecting the resources that we rely on to do business;

— Enhancing Sanford and New Zealand’s environmental image;

— Reducing costs by managing consumption and minimising wastage of resources such as fuel, water and electricity;

— Reducing the likelihood of environmental incidents;

— Encouraging other companies to enter into sustainable management practices;

— Ensuring the long-term viability and sustainability of our Company and industry.

(For more information on ISO 14001 visit www.iso.ch.)

Conformance to the ISO 14001 standard is measured by a series of internal and external annual audits which focus on
selected sections of the system. These audits are used as a tool to help drive the continual improvement of the system by
identifying which part of the system needs more focus. Next February, a comprehensive triennial audit will take place in

order to reassess the complete management system.
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Coal

Production from the fishmeal plant in Timaru dropped
significantly due to reduced offal supply from other seafood
companies. Lower volumes of hoki were processed this
season and problems associated with the installation of new
equipment lead to the plant not meeting the target of 0.5525
kg coal/kg of fishmeal production. The installation of the new
equipment should improve plant efficiency in the future.

Lube Qil

The continuation of a lube oil recycling rate of over 60% of oil
used reflects the initiatives Sanford engineers have taken to
minimise our resource profile. The gross amount of lube oil
used has remained the same as last year. We aim to keep
the amount of oil being recycled above 65% for the

Regular vessel maintenance ensures maximum efficiency.

has been met. The increase in total production brought about

o . ) ) coming year.
by the daily fish auction at the Auckland Fish Market explains
the improvement in the diesel eco-efficiency.
Refrigerants
The rising cost of refined fuel products such as diesel, and Coal 2-55% (3.21) Other
the proposed carbon tax on fuels, has added to the pressure 3.14% (4.36) 0.76% (0.57)
on Sanford to increase the efficiencies of our vessels along Electricity Diesel

5.91% (4.55) 87.65% (87.31)

with the objectives and targets of our internal Environmental
Management System (EMS). To achieve increased efficiencies
in the Sanford fleet we need to practise sensible methods
such as:

e Operating each vessel at its optimum hull speed;

e Maintaining hulls and propellers to minimise fouling by
marine organisms;

Major Contributors to Sanford’s
Greenhouse Gas Profile 2005 (2004)

e Raising fuel awareness and providing training Greenhouse Gas Profile
where necessary;

FIG 4

e Where practical, minimising the distance travelled to and
from fishing grounds;

The increase in diesel consumption has only lead to a

e Balancing fuel use with long-term paint systems such as fractionally greater increase in the amount of greenhouse gas
anti-foul that reduce hull drag. (GHG) emissions due to a drop in the amount of coal being

used in the Timaru fishmeal plant. With the increase in total

22,000 044 annual production, this has resulted in a 8.6% improvement
21750 043 in the eco-efficiency of our GHG emissions to 1.16 kg/kg of
21’500 0.42 8 CO,e (the universal unit of measurement used to indicate the
B ° B H 1 i
- 2 global warming potential of each of the six greenhouse gases

— 21,250 >, 0.41 ° .

5 o as a tonne of CO, equivalent).

8 21,000 - 040 2

% 20,750 - 0.39 g The proposed carbon tax of $15 per tonne of CO,, due to
20,500 0.38 § come into effect in April 2007, will have a significant impact
20,250 0.37 %’ on Sanford’s deepwater vessel operations. With over 88% of
20,000 0.36 our total emissions coming from diesel, and of that diesel

2001 2002 2003 2004 2005 91% being used on fishing vessels, options are limited to

™ = O Diesel () minimise Sanford’s exposure to this charge. It is interesting to
% == Eco-efficiency note that the largest whitefish fishery in the world and a major

55




Sustainable Development Report 2005

Environmental Footprint

FIG 5
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N.B. Excludes emissions from the use of rental cars which are immaterial

competitor to our hoki is Alaskan pollock, which will not be
subject to any carbon tax because the United States of
America is not a signatory to the Kyoto Protocol on
Climate Change.

Application for funds under the New Zealand Government’s
Energy Intensive Business Scheme (EIB) has been made for
a project to install electronic measuring and monitoring
equipment to Sanford vessels. This equipment will measure
fuel used per hour, propeller pitch, engine revolutions per
minute, weather and sea conditions, fishing method and
exhaust temperatures, amongst other indicators. When the
information is monitored by software especially designed for
the purpose, the results should identify the most energy-
efficient fishing techniques.

Water

Total water consumption has increased this year by 2% to
just over 695,000m?® but the increase in production has more

Students conducting a waste audit at the Auckland factory.

FIG 6

than offset this with the eco-efficiency improving to 12.231/kg
of production.

An increase in the amount of frozen at sea product being
reprocessed at the Auckland, Tauranga and Timaru factories
has lead to the increase in water consumption. This process
is a heavy user of water as it involves thawing frozen fish by a
constant stream of potable water to comply with food

safety standards.
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Waste Streams

A further 5% reduction in solid waste volumes has
strengthened Sanford’s commitment to continually reducing
waste in all our operations. However, this did not meet the
company-wide target of a 10% reduction. An innovative idea
to reduce the solid waste stream at the Coromandel mussel
factory helped lower the amount of solid waste generated by
the Company. Over the summer months the reject mussel
meat and shell are minced up with lesser-quality jack
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mackerel from our Tauranga factory to make burley for
recreational fishers. However, the recreational burley market
drops off over the winter months, meaning that this waste
stream needs to be sent to landfill in the Thames Valley.

The increase in mussel production has seen clean shell waste
increase to 2,713 tonnes for the past year. Some of the shells
produced by Sanford’s operations are currently being utilised
for the construction of stable raceways on farms.

In-house recycling programmes are continuing to help us
meet our solid waste reduction targets. Examples of this
include reusing parts of damaged pallets to build new pallets.
Where local recycling facilities are not available, practices
have been put in place with organisations so that recyclables
(cardboard, clean plastic and bottles) are collected and
stored until there is a sufficient quantity for them to be
shipped to the nearest recycling centre.

The increase in water consumption is reflected in an increase
in waste water being discharged. Any discharge of waste
water directly into waterways complies with the conditions of
each plant’s resource consent, with the discharge monitored
to ensure continuous compliance. Monitoring of the water
discharge permit for thaw water at Timaru has shown an
increase in chemical oxygen demand (COD) which is at
certain times above the limit prescribed in the resource
consent. Investigations are being conducted into the cause of
this and communication continues with Canterbury Regional
Council (ECan).

The fishmeal plant at Timaru also received two infringement
notices and fines under section 14 of the Resource
Management Act. This related to a breakdown in
communication between the fishmeal plant and an offal
supplier which resulted in offal being left outside in the sun
twice over a three-day period. Two fines of $1,000 each were
received after a member of the public complained of the bad

Refrigerant Profile

Installation of new machinery has seen the replacement of more
harmful ozone depleting coolants with others such as ammonia
which have a neutral effect on the ozone layer.

smell coming from the site. Communication with ECan and a
review and update of the systems for receiving fish offal have
now resolved this problem.

Refrigerants

Refrigerants play a major role in freezing seafood and storing
product below the set minimum temperatures required by
various regulations. As our factories are modernised, the
more harmful CFC and HFCC coolants are being replaced
with others such as ammonia that have a neutral effect on
the ozone layer. Table 2 shows Sanford’s current holding of
all refrigerant gases.

The closure of the factory at Coromandel has seen the worst
refrigerant, R12, totally removed from Sanford operations.
Release of R12, as well as having a detrimental effect on the
ozone layer, has quite high global warming potential. This
means that one tonne of R12 released into the atmosphere is
equivalent to 8,500 tonnes of CO,. The release of R406A and
R22 also add to Sanford’s greenhouse gas emissions.

2001 to 2005

Difference ~ Volume
Ozone depleting Volume in use (kg) from ofgas  Percentage
potential previous released change on
Refrigerant type (relative to CFC-11) 2001 2002 2003 2004 2005 year (kg) previous year
Ammonia 0.00 34,380 29,530 28,610 28,710| 29,475 765 2,217 2.7%
R404A 0.00 890 1,762 489 474 1,040 566 906 119.4%
69L 0.00 290 230 627 650 240 (410) - (63.1%)
R507 0.00 40 40 40 40 40 - - -
R406A 0.038 108 105 - - 80 80 117 -
o R22 0.05 4,013 4,254 8,151 3,022 4,183 1,161 918 38.4%
% R502 0.33 1,504 339 39 - - - - -
£ Ri2 1.00 87 39 41 39 - (39) - (100.0%)
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Environmental Impacts of Fishing
and Aquaculture

Activity — Catching Fish

The very nature of fishing can bring Sanford vessels into
direct contact with rare and sometimes endangered species,
including Hooker’s sea lion and the royal albatross in some
fisheries. These interactions can be fatal, and as a company

we employ a number of measures to minimise the risk of
harm to other inhabitants of the marine environment.

Vessels which fish with longlines can have interaction with
seabirds when setting baited hooks and lines. To minimise
these interactions, vessels utilise some of the following
techniques:

e Using tori lines (a line that is run out above the fishing line
which has streamers attached) to discourage the birds
from diving on baited hooks;

e Using thawed baits and/or weighted lines to improve sink
rate so the bait is not available to the birds in a
quicker time;

e The retention of offal on board vessels for conversion into
fishmeal or for discharge when not setting longline;

e Reducing vessel lighting while night setting.

Bottom Trawling

high seas. This debate has been rather one-sided.
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Another method employed by Sanford to avoid incidental
mortalities of seabirds is the use of bird bafflers on trawling
vessels. High numbers of birds are often attracted to the
stern of fishing vessels and can be so intent on possible
feeding opportunities they collide with the trawl warps or the
vessel structures. The bird bafflers work on the principle of a
bird’s aversion to having objects overhead, or flying
underneath items. The bafflers are suspended on arms that
are lowered into place (both perpendicular to and parallel with
the boat) at the stern and fool the birds into thinking the
vessels are bigger than they really are. To date, the bird
bafflers are proving a reliable method of reducing seabird
mortalities from trawling.

Tori lines are now being used on trawlers as well, and this
year the lack of voluntary deployment of bird baffler devices
in the squid fishery resulted in regulations being put in place
to force the use of tori lines. While Sanford would prefer
industry agreements to solve these issues, we support the
use of regulations when some industry vessels do not abide
by voluntary agreements. Sanford has been leading the
development of these regulations into an effective and
workable form of regulation.

The Southern Seabirds Solutions is one forum being used to
resolve these issues in respect to seabirds and Sanford is a
significant and active participant in this cross-sector group.

In recent years there has been increased publicity with certain fishing practices (most notably trawling) and the impacts
these are having on incidental catch of non-target species and benthic flora and fauna. Activities by conservation-minded
groups have attracted considerable attention from the media in calling for a moratorium on these fishing techniques on the

The interrelationship between trawls on the ocean floor and the benthic environment is one that causes issues for both
parties. Fishing companies do not want their expensive nets and trawl gear damaged by becoming entangled in the
benthic environment. Many of the seamounts and other oceanic areas in which bottom trawling occurs have been trawled
for many years and are free from obstructions and therefore have no negative effects.

The closure of 19 seamounts within the New Zealand EEZ has been used as an unsophisticated tool to conserve
biodiversity, even though this has happened outside the Marine Reserve Act. While New Zealand deep-sea fishing
companies disputed the basis of the closures of some of these seamounts, there is an increasing willingness to preserve
the representative areas of biodiversity that are not yet fully explored.

Bottom trawling has been practised within New Zealand’s EEZ for many years but the areas fished are a small proportion of
the total area.The fact that fish are still being caught in these areas shows that they are still productive even after years of
fishing. This is similar to a land based farmer who still manages a return from pastoral land that was once lowland forest.
By practising conservative pastoral techniques, a sustainable return from the land can be earned. Fishing companies who
target bottom dwelling species can also make sustainable returns from the ocean with conservative techniques.
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The group is involved in discovering and trialling new
technigues aimed at avoiding incidental seabird mortalities. |
Another important role of the group is in building awareness ~—
and sharing techniques with other southern hemisphere
fishing nations such as South Africa, Argentina, Peru and
Chile. Seabirds that breed in New Zealand cross most of the
southern oceans during their lifetimes. -
Seabirds are a critical component in the interrelationships l I . |

between marine and land-based ecosystems. This is

particularly evident on offshore islands that lack human 2002 2003 2004 2005
> Birds

habitation, where seabirds bring nutrients from the sea (in the
form of fish and other marine life) back to the often rocky
land. The accumulation of guano from the seabirds living on
the islands increases the nutrients available and helps provide

Non-fish Incidental Catch Report 2002 - 2005

FIG7

> Marine Mammals

a richer soil for vegetation and terrestrial biodiversity. 350
Figure 7 shows how Sanford’s efforts to mitigate incidental % Zzz -
by-catch mortality within our deepwater vessel fleet have 5 oo
shown a reduction in the number of marine mammal deaths. 8 -
Unfortunately there has been an increase in seabird deaths % 150
from last year. This can be partly attributed to the introduction g 10
of the former Simunovich scampi vessels into Sanford’s fleet 50
(Fig 8). These figures do not show any results for interactions 0
2002 2003 2004 2005

by North Island inshore vessels; we intend to begin collecting
this data for reporting in future years.

> Birds -ex Simu

©
[0] Seabirds Incidental Catch Report > Birds - Sanford

[T

Setting the Tori Line on the San Aspiring.
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Interactions between Sanford’s fishing fleet and marine
mammals, such as the New Zealand fur seal and Hooker’s
sea lion, occur because they are both targeting the same
thing — fresh fish. Sometimes these interactions have
unintended consequences when marine mammals, so intent
in catching fish, end up being caught themselves in the
trawl net.

A device called a Sea Lion Excluder Device (SLED) is
minimising the negative consequences of these interactions.

Another method to limit the incidental death of sea lions is
the implementation of a Maximum Allowable Fishing Related
Mortality (MALFIRM). This mechanism sets a limit on the
number of sea lion deaths in the Auckland Islands’ squid
fishery. Once the MALFRIM has been reached, the Minister of
Fisheries can close the fishery before the season is finished.
This imposes a financial penalty on fishing companies as they
are unable to utilise their quota holdings to the full.

Fishing industry groups such as the Hoki Fishery
Management Company (HFMC) have put their own voluntary
regulations in place to minimise incidental marine mammal
and seabird deaths. Preventative techniques that the HFMC
has included in its code of practice include:

e A designated crew member observing the shooting and
hauling of the trawl gear;

Unloading fresh fish in the early hours of the morning direct into
the Auckland Fish Market auction.

60

The Sea Lion Excluder Device (SLED) is minimising negative
consequences of interactions with sea lions.

e The vessel lifting its gear and steaming away fast for
10-15 minutes if a large number of seals or sea lions are
congregating around the vessel;

e The vessel not executing wide turns or changes of
direction when the mouth of the net is open and near
the surface.

All Sanford vessels have been adhering to the various
voluntary codes of practice and we continue to investigate
and support any measures which mitigate unwanted
seabird deaths.

Inshore fisheries can face adverse reactions from birds and
seals but the threat to the Maui dolphin (a sub-species of the
Hector’s dolphin and listed as vulnerably threatened by the
IUCN — The World Conservation Union) on the North Island’s
west coast has lead to a ban on set netting. This ban is in
place within four nautical miles of the coast from Pariokariwa
Point in Taranaki to Maunganui Bluff north of Dargaville.
Sanford vessels do not use set nets; however, some of our
suppliers of inshore fish species do use this method.
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Quota Ownership

Table 3 sets out the quantity and percentage of quota (for species in each area for which Sanford owns at least 35 metric tonnes
(mt) or more than 10% of the Total Allowable Commercial Catch) in New Zealand.

The coloured column sets out Sanford’s view of the status of each stock on a 1 to 5 grading scale according to the key.

The final column details the status of the fishery as recorded by the Ministry of Fisheries (MFish) in its Plenary Report on the status
of these fish stocks.

Sustainability Status Sanford view key

- Quota reduction likely - Has declined but is rebuilding - Being sustainably utilised
- Under-exploited and could increase - Quota too low and should be increased

Top 100 Stocks by Volume (over 35 mt owned or over 10% of TACC)

Sustainability
Common Stock TACC Sanford ACE Sanford Sustainability Status
Name Code Amount (mt) Shares % Status Mfish Plenary
Owned (mt) Owned Sanford view report view

SUSTAINABLE
NOT DETERMINED
NOT DETERMINED
NOT DETERMINED
NOT DETERMINED
NOT DETERMINED
NOT DETERMINED
NOT DETERMINED
NOT DETERMINED
NOT DETERMINED
NOT DETERMINED
NOT DETERMINED
NOT DETERMINED
SUSTAINABLE
NOT DETERMINED
NOT DETERMINED
NOT DETERMINED
UNDER MSY
UNDER MSY

NOT DETERMINED
NOT DETERMINED
SUSTAINABLE
DECLINING
SUSTAINABLE
SUSTAINABLE
SUSTAINABLE
SUSTAINABLE
SUSTAINABLE
SUSTAINABLE
SUSTAINABLE
SUSTAINABLE
SUSTAINABLE
NOT DETERMINED
NOT DETERMINED
NOT DETERMINED
NOT DETERMINED
NOT DETERMINED
SUSTAINABLE
NOT DETERMINED
SUSTAINABLE
SUSTAINABLE
SUSTAINABLE
SUSTAINABLE
SUSTAINABLE
SUSTAINABLE
SUSTAINABLE
SUSTAINABLE
SUSTAINABLE

TABLE 3
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Quota Ownership (continued)

Sustainability Status Sanford view key

- Quota reduction likely - Has declined but is rebuilding - Being sustainably utilised
- Under-exploited and could increase - Quota too low and should be increased

Top 100 Stocks by Volume (over 35 mt owned or over 10% of TACC)

Sustainability
Common Stock TACC Sanford ACE Sanford Sustainability Status
Name Code Amount (mt) Shares % Status Mfish Plenary
Owned (mt) Owned Sanford view report view

UNSUSTAINABLE
UNSUSTAINABLE
NOT DETERMINED
NOT DETERMINED
NOT DETERMINED
NOT DETERMINED
NOT DETERMINED
SUSTAINABLE
NOT DETERMINED
NOT DETERMINED
NOT DETERMINED
SUSTAINABLE
NOT DETERMINED
NOT DETERMINED
NOT DETERMINED
NOT DETERMINED
NOT DETERMINED
NOT DETERMINED
NOT DETERMINED
NOT DETERMINED
NOT DETERMINED
NOT DETERMINED
NOT DETERMINED
NOT DETERMINED
NOT DETERMINED
NOT DETERMINED
SUSTAINABLE
REBUILDING

NOT DETERMINED
SUSTAINABLE
DECLINING
SUSTAINABLE
SUSTAINABLE
SUSTAINABLE
SUSTAINABLE
SUSTAINABLE
SUSTAINABLE
NOT DETERMINED
NOT DETERMINED
NOT DETERMINED
NOT DETERMINED
NOT DETERMINED
NOT DETERMINED
SUSTAINABLE
SUSTAINABLE
NOT DETERMINED
NOT DETERMINED
SUSTAINABLE
SUSTAINABLE
NOT DETERMINED
NOT DETERMINED
NOT DETERMINED

TABLE 3
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Activity — Aquaculture Department of Conservation (DOC) has seen trapping
Sanford has approvals for aquaculture activities in the and tagging of seals to find out what happens to
following regions and shown in Table 4 are the proportion of repeat-offenders.

space owned by Sanford and the total number of farm sites. Mussel and oyster farming do not have to contend with

Sanford’s aquaculture activities in the protected waters of predation from marine mammals but fish such as snapper
Northland, Coromandel, Marlborough Sounds and Stewart can take advantage of a tasty meal of mussel spat from
Island also have to contend with some unwelcome visitors. mussel lines particularly in the Coromandel area. Marine

The New Zealand fur seal provides the biggest challenge for farms sites of up to 5 hectares causes little conflict with other
our marine farms. At Big Glory Bay on Stewart Island the marine recreational users and often create enhanced
temptation of a free feed of salmon is too much for hungry recreational fishing opportunities. Through consultation with
seals. Even if the seal is unsuccessful in securing lunch, the the various stakeholders and compliance with resource
threat of being caught is enough to send the salmon into a consents, Sanford has endeavoured to minimise any adverse
panic and form a tight ball. This process can therefore effects of the marine farms.

damage the delicate flesh of the salmon. To combat the
threat of seals, many methods are employed including
acoustic sonar devices and electric fences. Work with the

Regular surveys of the sea bed under marine farms are one
of the consent conditions of marine farms. The enclosed
nature of Big Glory Bay means that tidal movements are
restricted in their ability to “cleanse” the bay. This makes the
bay susceptible to the build-up of material from the
decomposition of uneaten food and faeces. The area
beneath mussel farms can also be altered due to a build-up
of detritus from marine farms.

Utilising a Renewable Resource — Capturing the
Ocean’s Resources

New Zealand is very much an island maritime nation in the
south-west Pacific, some 2000km from our nearest
landmass, Australia. New Zealand’s Exclusive Economic Zone
(EEZ) is 4.3 million km?, the fifth largest in the world.

However, 65% of this area is too deep (over 1,000 metres),
lacks adequate nutrients to establish fish populations or is
closed to commercial fishing. From the remaining 35% a
wide variety of seafood products are able to be harvested
and made available to people around the world including
New Zealand.

Suction Nozzle in the harvest net where fish are corralled into
the pump.

With the increasing demand for seafood to provide quality
and healthy protein for a burgeoning world population, and

Marine Farm Ownership

Region Total Industry Sanford Total Sanford Total Main Species

(hectares) (hectares) asa % Farmed

Northland Regional Council 696.89 128.47 18% Oysters

Waikato Regional Council 933.08 126.83 14% Mussels

Marlborough District Council 2,687.43 351.50 14% Mussels

Tasman District Council 4,512.65 111.10 2% Mussels

< _Southland Regional Council 285.87 136.87 48% Mussels/Salmon
W Total 9,015.93 854.77 9%
g By Number 1,082 147 14%
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Unloading skipjack tuna on the Western Ranger.

with most of our wild fisheries being well managed at their
maximum sustainable yield it is aquaculture which has the
potential to be able to increase the amount of seafood-based
protein available to the world. A key ingredient for
aquaculture is the availability of high quality nutrients for fish
feed. At present this is predominately sourced from wild
fisheries such as the Peruvian and Japanese anchovy
fisheries and North Sea blue whiting. Aquaculture feed
products are generally made using bony, oily less edible
species not generally suitable for commercial food grade
products. Another important source of raw material for
fishmeal comes from the offcuts and offal of fish used for
human consumption.

The actual amount of fishmeal and fish oil produced in the
world has remained constant at about 6-7 million tonnes per
annum. What has occurred though, is a shift in the use of the
fishmeal from agriculture (pig and chicken farming) to
aquaculture, which has grown significantly over the last

20 years. This has added to the sustainability of

aquaculture as fish are more efficient feed converters than
terrestrial livestock.

Information provided by the International Fishmeal and Fish
Qil Organisation (IFFO) shows that the ratio of aquaculture
production to wild caught fish used in feeds is 1:1. With an
increasing use of plant-based oils in fish feeds, scientists
hope that the ratio of aquaculture to wild fishmeal and oil will
rise to 1.5 tonnes of aquaculture fish for every tonne of wild
caught fish used in feed production.

64

Sanford’s salmon farm at Big Glory Bay, Stewart Island, uses
the latest technology in fish farming to ensure the maximum
conversion of fish feed to salmon produced. Automatic
feeding stations powered by solar panels ensure that food is
released throughout the day.

The Quota Management System (QMS) underpins the
sustainability of New Zealand’s seafood industry. Quotas are
reviewed annually to ensure that the limits for every individual
fishery can be maintained so that they produce the Maximum
Sustainable Yield (MSY). Thus the Total Allowable Catch
(TAC) can be altered up or down for every species in the
QMS. The TAC for a species does not relate to all of New
Zealand’s EEZ. Each species in the QMS is divided into
different stock areas according to fish stock considerations
(e.g. the TAC for snapper on Northland’s east coast may
increase at the same time as the TAC for snapper on the
North Island’s west coast decreases).

From the TAC, a portion is split out for customary and
recreational fishers before the Total Allowable Commercial
Catch (TACC) is allocated. As discussed in the previous
section, government regulations outside the QMS also dictate
how individual fisheries are managed. Method and gear
restrictions, closed areas, recreational daily bag limits,
minimum fish sizes and closed seasons, along with tori line
regulations, are all examples of the regulatory approach.

There are now 94 species within the QMS (represented by
591 fish stocks) with the only new species coming into the
system for the 2005/06 fishing year being shellfish (mainly
surf clams). The TACC for kahawai has been reduced by
approximately 10% and the West Coast (SNA8) snapper
fishery has been reduced by 13% from 1,500 tonnes to
1,300 tonnes.

B P

Solar Panels which power automatic feeding stations at our
salmon farm in Big Glory Bay, Stewart Island.
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The proportional property rights to harvest fish stocks is
through Individual Transferable Quota (ITQ) holdings held by
commercial fishing companies or fishermen. This creates an
asset that can be bought and sold and against which
security can be registered so that capital can be raised.

Management of Sanford’s quota holdings is not simply limited
to harvesting fish. Gathering of scientific information to
increase understanding of individual fisheries is undertaken
by fishing companies as well as government organisations.
Levies paid by fishing companies (such as MFish’s
management, research and compliance levies and DOC'’s
services levies) go towards gathering this information.
Sanford, on occasions, tenders to undertake the gathering of
information (under standards and specifications set and
monitored by MFish) which it can do as part of its everyday
fishing activities. All this information is fed into detailed stock
assessment processes used to make decisions on the
sustainability of stocks.

The New Zealand Seafood Industry Council (SeaFIC) is the
body in charge of promoting all sectors of the New Zealand
seafood industry. The New Zealand Seafood Industry Charter
establishes the sustainable use of marine resources and
requires signatories to take responsibility to implement world
best practice within the New Zealand industry. Sanford
demonstrated its commitment to the charter principles by
being the inaugural signatory to the document.

Increasing yields from our aquaculture operations create
benefits for both Sanford and the communities in which we
operate. A new pump used to harvest salmon from their
cages has been implemented at the salmon farm. This
eliminates the use of anaesthetics and decreases the
percentage of fish with bruised flesh. It also allows more
accurate grading and counting of salmon which leads to
better farm management practices.

Tori Lines in Action — Mitigating Unwanted Seabird Interactions

There are two methods predominantly used for minimising the incidental by-catch of seabirds, each mainly targeting a
different method of fishing. Bird bafflers and tori lines are used when trawling and tori lines are employed during longlining
expeditions. The two methods share the same objective of imposing a barrier so that seabirds do not get entangled with
any fishing equipment and subsequently drown.

The San Aotea Il targets Antarctic toothfish during the New Zealand summer and over the past five years has not caught a
single seabird. This is achieved by a range of mitigation techniques which are continuing to be developed and fine-tuned.
Over the years, John Bennett (skipper of the San Aotea Il and later the San Aspiring) and his crew have developed an
efficient practical system that works. This includes:

e A positive attitude toward a worldwide problem and a belief that their contributions make a difference;
e (Offal retention at all times;
* A mechanical tori line system that is easy to operate, is not a chore, and works!

* The boom and bridal system that allows the tori line to be adjusted at the push of a button from the bridge or
stern deck;

* Aline jiggler and gas sound cannon operated from the bridge;
* Aline weighting system that is safe and effective;
e A dedicated crew with many years of experience who anticipate when and where seabirds can be a problem;

e The will to pass our knowledge on to others.
The San Aotea Il has operated in the Ross Sea for the last six years. “Complying with strict CCAMLR regulations has
helped us gain a healthy respect for environmental management,” says John. “Our operation is now ISO 14001 compliant.

This level of compliance requires us to document all our operational activities, from waste management to crew training,
fuel and fishing gear usage and general activity — including seabird mitigation.”
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Sanford’s operations are woven into the fabric of the lives of many New Zealanders. The
waters from which we catch, grow and harvest our fish and shellfish are also used by many
other New Zealanders for recreational and commercial purposes. Our operations in provincial
centres and small communities away from the major urban areas require Sanford to provide
assurances to those communities of our commitment to their social well-being.

Continual strengthening of the relationships we enjoy with our various stakeholders ensures
that Sanford retains a community-endorsed mandate to operate in these regions. Sanford
has a responsibility to the ultimate consumers of the seafood that we catch and grow to
provide a product that is safe, healthy and flavoursome to eat.

The numerous benefits of eating seafood, which have been known for many years, have now been proven by scientific facts.
Various studies have shown that people who have a regular intake of fish are less susceptible to heart disease and strokes as well

as to other diseases such as rheumatoid arthritis, Crohn’s disease and psoriasis. Qily fish species such as salmon and hoki, which
have a high omega-3 component, are beneficial to health.

Employees and the Working Environment Employees
Sanford’s employees are crucial to the efficient at 30 Sep 2005
running and management of the business, acting as
the interface between the business and other key Location SOOI 00 NN VOCRCTONY 2005
stakeholders (communities, purchasers, suppliers and Inshore - fishing and
. processing
tanga'Fa whenua). A Yyorkforloe that |s. We!l empowered Auckland 48 99 128 136 166"
and given responsibility for its operation is going to Auckland Fish Market _ _ _ _ 25
contribute significantly to the ongoing success of an Tauranga 106 205 194 189 198
organisation. A number of Sanford’s branches are Nelson 216 126 _ _ _
situated in regional communities, where the Timaru 201 205 243 236 231
Company’s operations are a significant economic Oamaru 7 9 8 4 4
contributor to the area. 598 664 573 565 624
Aquaculture

In August this year it was announced that Sanford Kaeo 102 124 108 107 115
would cease mussel processing operations at Coromandel 75 173 25 20 22
Coromandel and relocate all processing facilities to a Havelock 170 178 191 200 218
new joint venture on the outskirts of Tauranga. In a Bluff 148 120 125 145 172
small community this was a shock for many to hear 495 595 449 474 527
that the town’s biggest employer was shutting down.
However, the community has been understanding Deepwater Fleet 425 305 259 256 266"
about the issues and the reasons for the closure. By
the end of the financial year, only four people had Head Office
taken the redundancy option. Permanent staff were Hea‘? Oﬁi.ce, (_AUCkland) 89 35 33 42 45
offered positions in the new Tauranga factory and 3 Service Division 15 15 15 14 20

. — 54 50 48 56 65
local seasonal workers have all been offered positions g Total 1572 1614 1320 1351 1482
at a mussel processing plant in nearby Whitianga for =
when the season starts in November. Our marine * includes Contract Fishermen 2005
farming activities for the area will still be based at Auckland 67
Coromandel and live crayfish for the export market Tauranga 42
will still be packed at the existing factory. Deepwater Fleet 250

359
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Houhora

Kerikeri

Auckland Coromandel

Havelock

Oamaru

Kaitangata

New Zealand Operations

Nationwide, staff numbers have increased throughout the
Company in the past year by 131 as at 30 September
(although previous years’ figures have been restated to
include 42 contract fishermen from Tauranga who were not
included for previous years). The Auckland Fish Market, in its
first full year of operation, employs 25 people on a full-time or
part-time basis. Extra shifts at the Auckland, Havelock,
Tauranga and Bluff branches have resulted in the staff
increasing by 63 at these plants. The ex-Simunovich vessels
added to the Auckland Inshore fleet have increased the
number of Auckland-based contract fishermen by 19.

At Havelock, branch management has been working with the
New Zealand Immigration Service in gaining one-year permits
for many of the additional employees. Twenty immigrants are
currently employed there from many different nations. This
has meant a considerable amount of extra paperwork with
the application process and the inductions have had to be
remodelled to cater for the various nationalities and
associated language barriers. However, the process has been
very successful and the new employees are proving to be
very good workers and reliable.
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TABLE 6

FIG 9

Long serving executive Graeme Burke (left) with a customer.

Workforce Diversity

A real strength of Sanford’s workforce is the long service of
many staff members (Fig 9). Several staff have worked at the
Company for their whole working life. This helps foster a spirit
of camaraderie amongst workers who share similar lives.
Long-serving staff make a huge contribution to our success
by passing on their skills and knowledge to staff members
who are new to the organisation. (NB The length-of-service
data also includes contract fishermen).

Workforce Diversity

Sanford Sanford Seafood Nz
2005 2004 Industry"  Workforce'
Ethnicity
European/Pakeha 61% 61% 69% 78%
Maori 25% 25% 21% 9%
Pacific Island 11% 11% 6% 4%
Other 3% 3% 4% 9%
Gender
Female 38% 38% 33% 46%
Male 62% 62% 67% 54%
' Source: Statistics New Zealand
1600 - o
1400 -
1200 - ==
1000
800
600 @ 10+ Years
400 @» 5-10 Years
200 @» 1-5Years
0 @ 0-1 Year
2001 2002 2003 2004 2005

Length of Service
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FIG 10

26%

2001 2002 2003 2004 2005

Super Plan Membership (% of Eligible Staff)

Sanford’s workforce are diverse in age, gender and race.

(At present the ethnicity figures are based on supervisors and
management analysis from 2004 data, but it is envisioned
that next year actual data will be available). When combined
with their work ethic and the Company’s culture, this diversity
means that our staff are a very valuable asset for

the Company.

28% 29% 25% 24%

Just over 62% of Sanford’s workers are male — a
considerably higher percentage than the national workforce
at 53%, reflecting the physically demanding nature of fishing
industry work. When compared with the seafood industry,
gender and ethnicity statistics are much the same.

Superannuation

As well as recompensing employees appropriately, Sanford
operates a superannuation scheme that rewards employees
for long service and their contribution to the successful
growth of the Company. Figure 10 outlines the percentage of
employees who have qualified for the scheme and have
become members.

Processing fillets, Auckland.
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FIG 11

FIG 12

9000 250 o
=
8000 2
Q
2 7000 200 £ @ Level 6
2 L] Level 5
G 6000 2
: > 150 € @ Level 4
S 5000 £ @ Levels
@ _ = c
5 4000 100 o @ Llevel2
] a
5 3000 S @ Level 1
-g 8 —— Sanford
3 2000 50 © employees
2 in training
1000 g agreements
0 0 Z
2001 2002 2003 2004 2005

and Level of Credits Obtained
Employee Training
Training of Sanford employees is a key part in Sanford’s
development of our staff to ensure the Company retains a
motivated and well-utilised workforce. The New Zealand
Quialifications Authority (NZQA) has unit standards that are
designed specifically for the seafood industry. The Seafood
Industry Training Organisation (SITO) is the body that
implements the training programmes in conjunction with the
individual seafood companies. Once the trainee has been
able to demonstrate that they understand the skills or
knowledge required for each unit standard as well as having

learnt the task, they can move on to the next standard in
their course.

The 2005 year has seen an increase in the number of credits
achieved, up from the cyclical low of last year. The credits
attached to these courses are not given until the course is
complete, therefore an increase in trainees may not be
reflected in credits obtained until the following year.

Fig 11 shows that the number of employees signed on to a
SITO-approved course this year has fallen back dramatically.

16%

-
|
2001 2002

Percentage of Permanent
Employees in new NZQA Training

21% 29% 27% 5%

U
2005

2003 2004
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However, due to some courses taking several years to employer status. This reduces our ACC premiums as a
complete, this is not an indication of the total number of way of rewarding Sanford for implementing safe workplace
Sanford employees in some form of training agreement. practices.

Employee Health and Safety In Fig 13 it can be seen that the number of days off work due

to injury has once again fallen, emphasising that Sanford’s
health and safety initiatives are having their desired effect.
The number of workplace accidents per permanent employee
(contract fishermen are not included in this figure) has
increased but it remains below our targeted threshold of 0.25
accidents/employee.

Sanford’s health and safety programme is designed to reduce
the number and severity of accidents in the workplace.
Systems are operational at all Sanford branches, marine
farms and on board all vessels. The nature of the seafood
industry means that there is always the threat of an

accident occurring.

We also offered a winter programme of flu vaccinations to

Sanford has entered into a partnership programme with the
employees this year.

ACC and has been recognised with primary accredited

Community Support

Sanford supports the wider community in several ways, from

0.30 2000 ‘% donating money for community groups (charitable donations)
$ o2 % such as the local coastguard, to supporting the Kiwi Can

- [
% 020 - 1500 2 programme in primary schools (community investment).
a ©°
() x
@ 015 1000 3 Type of Donation 2005 2004
5 -
g o R H Charitable donations $16,710 $5,500
% 0.05 - g Community investment $124,805 $94,300
= 5 e

0.00 I I 0 xgw Commercial initiatives - $22,500

4

2001 2002 2003 2004 2005

> Days off work

== Accidents per employee

Work Related Accidents’

FIG 13

" Work related accidents do not include contract fishermen
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Sustainable Communities

Sanford’s involvement with the Kiwi Can programme is
continuing at schools in the communities of Kaeo,
Coromandel, Havelock and Bluff. In the regional centres that
we operate in (Timaru and Tauranga), we are trying to bring
other businesses on board to be part of a very rewarding life
skills education service.

Our staff literacy and numeracy programmes at the Auckland
factory have continued. The predominately Tongan workforce
enjoys learning English skills which they can take home and
this helps them with life outside the work environment.

The New Zealand Business Council for Sustainable
Development (NZBCSD) is an organisation that Sanford has
been a part of since its inception. Sanford staff have

. : ) o Christmas cards from children involved in the Kiwi Can
contributed to NZBCSD in many community-based initiatives programme at Whangaroa School.

such as the Sustainable Development Reporting working
group and Climate Change Policy.

Feeding the World - It is all about Security

Terrorist events at the start of the 21st century have lead to global security becoming a key topic on the agenda at many
international events and conferences. However, this security should not just be limited to personal or community safety
from acts of terrorism. For Sanford, having secure property rights to fish stocks and marine space within New Zealand’s
EEZ and having international agreements on access to fisheries on the high seas (such as the Coalition of Legal Toothfish
Operators) gives security to our business planning. This allows us to be able to satisfy the rising demand for seafood
globally and to secure access to healthy protein for an increasingly growing demand for more complex forms of nutrition.

Sanford plays an important part in global trade by providing wild caught fish to many developing countries around the
world. This cheap source of protein is vital to many communities and enables them to supplement their diet. The Food and
Agriculture Organisation (FAO) is a department of the United Nations that has as its mandate the defeat of hunger
worldwide and the achievement of food security for all. This is to be attained through raising the levels of nutrition,
increasing agricultural (and aguaculture) productivity and contributing to the growth of the world economy.

The Kyoto Conference on the Sustainable Contribution of Fisheries to Food Security in 1995 put out a 22-point declaration
detailing how sustainable fisheries play a role in providing food security.

Point 1 of the declaration states that governments must “Recognise and appreciate the significant role which marine
fisheries, inland fisheries and aquaculture play in providing food security for the world, both through food supplies and
through economic and social well-being.”

Therefore, Sanford’s trade with the developing world helps secure access to protein at a reasonable cost which enables
many countries to have secure sustainable populations.
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Economic Sustainability

To be sustainable, a business must be financially sound and able to foster the means of
its own growth and renewal. For Sanford, the core of our sustainability is based around
maintaining an appropriate share of New Zealand’s sustainably managed fish stocks and
aquaculture, supplemented by value-added processing. Our operations (outlined on the
Company website, www.sanford.co.nz) form the basis of the Company’s financial
sustainability. Sanford’s rich history in establishing the New Zealand seafood industry since
the 19th century and the innovation we bring to the 21st century shows that long-term
economic sustainability is deeply entrenched in the Company.

Financial Summary

for the year ended 30 September 2005

2005 2004

$000 $000
Sales revenue 365,825 350,445
Profits
EBITDA* 38,295 35,639
Depreciation and amortisation (18,912) (17,0869)
Impairment of investments (2,185) -
Net interest (11,418) 598
Net currency exchange gains 40,404 55,202
Profit on disposal of investments and fixed
and long term assets 292 6,691
Operating surplus before taxation 46,476 81,061
Less taxation 16,006 27,713
Operating surplus after taxation 30,470 53,348
Minority interests (102) 522
Net surplus attributable to shareholders 30,368 53,870

*Earnings before interest, taxation, depreciation and amortisation, impairment of investments, total currency exchange gains and profit on disposal of investments and fixed and long
term assets

The Annual Report contains detailed data for the 2004/05 financial period, along with information from earlier years. Previously
published annual reports are available on our website at www.sanford.co.nz
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Shareholder Returns

Shareholders in a company get a return on their investment in two ways: capital growth through an increase in the share price, and
dividends paid by the company. The performance of a company’s share price is a reflection of how the market views the
company’s sustainability. This is because share prices are generally based on estimates of future earning potential. A company
focused on short-term exploitation of resources may have good short-term financial results, but its share price will suffer if the
market believes that those results are not sustainable.

Fig 14 compares the performance of Sanford’s share price against the index of the leading companies on the New Zealand Stock
Exchange (NZX) and the Total Shareholder Return (TSR) of Sanford stock. TSR includes any dividends paid by the Company. The
NZSX50 is used to compare Sanford’s performance. Since January 2001, the NZX has outperformed many other stock markets of
the world. Like other listed companies in New Zealand that are predominately active in world commaodity markets, Sanford’s share
price has been sluggish throughout the year. This can be partly attributed to the high New Zealand dollar which increases the
prices of our products abroad. The shortage of refining capacity worldwide combined with oil prices well over US$50 a barrel, also
have a dragging effect on Sanford’s share price. However, the dividend yield (dividends paid) still creates an income stream for
holders of Sanford stock that is attractive to many shareholders when compared to other stocks on the New Zealand Exchange.

250
200
150
x
()
e}
C
— 100
= NZSX50
50
= SAN
0 — TSR
(including
Jan 01 Jul 01 Jan 02 Jul 02 Jan 03 Jul 03 Jan 04 Jul 04 Jan 05 Jul 05 dividends)

Relative Share Price Performance

Economic Value Added

FIG 14

Economic Value Added (EVA) is a modern method of valuing a company and monitoring its performance. EVA measures the
economic performance of a company after taking into consideration the cost of capital. It tells us how much value the company
has created by comparing the return achieved on invested capital with the expected return to investors on investments of
comparable risk. Therefore, if a company is making a higher return on capital than its cost of capital, then it is generating economic
value. Companies that fail to generate economic value over time will shrink relative to companies that are; therefore not
contributing to sustainable economic growth.

Economic Value Added 2001 2002 2003 2004 2005
~ Return on Capital 9.2% 12.1% 10.9% 11.5% 6.1%
g Cost of Capital 9.7% 9.2% 6.5% 7.2% 7.4%
|<£ Economic Value Added (NZ$m) () 11 18 18 (6)
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Economic Environment 16.55 14.85 25.84 28.02 18.82

Sanford operates in regional, national and international ‘
economic environments. The Company contributes positively -
to all these economies.

-
-
64.77 71.47 72.83 69. 63 80. 99 -
-

2001 2002 2003 2004 2005
New Zealand Income Taxes Paid (NZ$m)

FIG 17

Tax payments show the amount of the Company’s profits
paid to the New Zealand Government (excluding tax on
employees’ wages and salaries).

2001 2002 2003 2004 2005

w
6 Payments to Employees and Fishermen (NZ$m)
- 139 188 197 207 177
Payments to employees and fishermen are often a major
contributor to the local communities in which Sanford -
operates, and also generate significant tax income for the 1
-
New Zealand Government.
162 166 158 143 138 -
II
-
- © 2001 2002 2003 2004 2005
1 - Balance of Export Earnings Over
% Imported Supplies (NZ$m)
The balance of export earnings over imported supplies
shows our net aggregate contribution to the New Zealand
2001 2002 2003 2004 2005 economy. The Company is a major positive contributor to
© New Zealand’s trade balance.
0] New Zealand Domestic Purchases (NZ$m)
c
) ] ) o 25%
Purchases from domestic suppliers give an indication of the
, - . 20%
Company’s contribution to the domestic
commercial economy. 15%
10%
5%
0%
2001 2002 2003 2004 2005
()
o Operating Surplus Before Taxation Margin
i

The operating surplus before taxation margin (Fig 19) is an
indication of how a company is making a profit within the
current sales revenue.
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FIG 20

FIG 21

FIG 22

020 020 0.21 0.22 0.22
] |
| - @
-
2001 2002 2003 2004 2005

Ordinary Dividend per Share (NZ$)

0.316 0.387 0.494 0.563 0.321
-
-
-
2001 2002 2003 2004 2005
Earnings per Share (NZ$)
404 422 447 493 496
|
$ -_—
-
-
| |
2001 2002 2003 2004 2005

Total Equity (NZ$m)

The dividend paid to shareholders (Fig 20) and earnings per
share (Fig 21) reveal the health of a company and its financial
performance. The total equity (Fig 22) of a company reveals
the strength of the balance sheet and the ability of a
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company to maintain sustainable growth. Sanford has
strength in all four of these indicators, which shows that it is
in good shape for a sustainable financial future.

The Financial Contribution of Sustainable Development

By entering down the path of becoming a sustainable
company, not only are we minimising our ecological footprint,
but we are also contributing in many ways to the financial
goals of the Company and its shareholders. Initiatives such
as Kiwi Can at first do not appear to have obvious benefits
for the Company. We believe, however, that social investment
not only benefits the community but also the Company,
whether in terms of employment relations, regulatory relations
or interactions with community groups.

Being responsible, and communicating this to our
stakeholders, can also bring rewards in terms of becoming a
preferred supplier to our customers. There is also evidence
that financial markets respond favourably to companies that
are transparent in their operations and report their progress in
other areas (social and environmental) alongside the more
traditional financial reporting. Obtaining ISO 14001
accreditation for our vessels and processing plants’
environmental management systems, along with Marine
Stewardship Council certification of the New Zealand hoki
fishery, has enabled Sanford to obtain a competitive
advantage by offering a product in the marketplace that
meets the needs of those consumers who desire fish
products that meet environmental standards.

More tangible examples of how financial benefits are realised
from sustainable development include the focus on, and the
resulting reduction in, resources consumed by the Company.
The improvement in the eco-efficiency of electricity use by
the Company has seen only a 1% increase in operating
costs even though usage has increased by 10% in line with
the increased production. The improvement in the eco-
efficiency of diesel of 7.4% from last year has produced a
significant savings in operating costs. The large financial
saving from diesel efficiencies over previous years reflects the
increase in price for diesel. This also emphasises the gains
that can be made by implementing small efficiencies when
energy costs are rapidly rising. As we become more efficient
in producing more finished product, the Company will be in a
better position to manage any charges the Government
introduces to cover environmental costs, such as a charge
on CO, emissions.




SANFORD LIMITED
SUSTAINABLE SEAFOOD

FIG 23

Sanford Customers

Sanford has an excellent reputation internationally for the
quality and consistency of our products and services. A small
but vital team of quality assurance staff at each branch
ensures all products meet our exacting company
specifications, as well as compliance with stringent regulatory
requirements. The Company’s focus over many years on
quality management in the processing environment and
relationship management with key customers has contributed
to the establishment of many long-term business
relationships. Sanford’s efforts in maintaining effective
business relationships are reflected in figure 23. This is an
estimation of the length of the customer relationship.

5-10 years
22% (19)

0-5 years

33% (26) 10+ years

45% (55)

Length of Customer Relationship 2005 (2004)

Renewal and Growth

The Sanford business model is based on prudence and a
long-term vision which enables the upgrading of facilities that
ensure operational efficiencies are achieved and competitive
advantages are maintained through improved processing
capability and technology. This puts the Company in a
position to capitalise on growth opportunities wherever

they arise.

The acquisition of the Simunovich fishing assets has enabled
Sanford to become a major participant in the scampi
industry. The inshore fishery assets have also enhanced the
daily fish auction at the Auckland Fish Market, securing
another key supply of inshore species.

Sanford increased its stake in Weihai Dong Won Food Co
Limited from 25% to 40% after the end of the financial year
following a major expansion of the plant. The company has
traded profitably and has already paid a maiden dividend to
shareholders. The venture in the northern Chinese port of
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Weihai produces value-added products in close proximity to
the fast-growing Asian economies. This move to increase the
value added to our seafood assists in moving some of our
products away from being commodity-based to developing
new markets for our products. This will broaden the
Company’s customer base and increase the profile of New
Zealand seafood in Asia. Some added value products will
also be produced for customers in Europe and America.

A recent function marked the completion of the WiseFish
enterprise resource planning system and reinforced the
world-class asset that Sanford has. The integration of Marel
(production-tracking hardware and software) with WiseFish
(specialist fishing and inventory software), and Navision
(corporate finance and accounting) and PayGilobal (payroll)
has now been fully operational for over a year. Despite the
poor financial result this year our results for this year would
have been worse without the system in place. Our most
recent innovation has been to allow customers to access the
status of their orders through loading, shipping and delivery.

One customer quote received states “I think it is
excellent... and will soon be the future standard for all
international business”.

The closure of the Coromandel factory enabled Sanford to
enter into a joint venture (North Island Mussel Processors)
focusing on processing scale efficiencies made possible by
the increased volumes of mussels farmed from the
shareholder interests in the expanded Wilson Bay site
approved over two years ago. The Kiwigreen facility in
Tauranga was chosen as the most suitable site for this
expansion because of its export port location and access to
a larger labour pool. With a high New Zealand dollar and
increasing international expansion of aquaculture, the New
Zealand industry needs to maintain its international
competitiveness and it makes economic sense for the three
companies to operate a large-scale processing operation in
the Tauranga region.
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Survey of Readers’ Thoughts on our Annual and
Sustainable Development Reporting

We continue to receive positive feedback from our readers
and stakeholders on our annual and sustainable development
reports. Responses from readers of our last year’s report
rated all the various aspects of the report between ‘good’
and ‘excellent’. st o Macrarrmia ot 4 pelindie Wk /2204 Ik

Please feel free to continue to provide feedback on this year’s ; - -'{-Q:‘“x
report using the reply paid feedback form attached to this ’
report. We have implemented a number of suggestions from

& _;4""' e

ented a ) Hoki Fillets
last years feedback (eg information on quota and marine farm FRESH FROZEN
ownership) and we continue to welcome any suggestions

) ) E SANFCORD
you have for improving next year’s report. e S

Steps to MSC Re-certification

The certification of New Zealand hoki to the Marine Stewardship Council’s (MSC) environmental standard is set to expire in
2006; the end of its first five years of accreditation. The process of being able to claim the New Zealand hoki fishery as “a
well-managed and sustainable fishery” has been in progress for some time.

The process began in March 2005 and is not expected to finish until March 2006. Ongoing stakeholder consultation, draft
fishery reports and peer reviews of key performance indicators and guideposts are undertaken to assess New Zealand
hoki’s suitability for re-certification.

The application for re-certification is being managed by the Hoki Fishery Management Council (HFMC). This is the
commercial stakeholder group for the fishery which is funded by the majority (99%) of the New Zealand hoki quota owners.
Amongst other things, the HFMC is creating a new fishery plan as an alternative to the plan administered by MFish. It is
envisaged that the new plan will build on the sustainability of the fishery as well as enhancing the commercial viability of
New Zealand hoki. Sustainability initiatives such as mitigating by-catch, enhanced trawling methods and ecological risk
assessments will add depth to the existing model developed by MFish.

During the re-certification the HFMC fishery plan will be assessed against the MSC’s “Principles and Ciriteria for Sustainable
Fishing”. The three principles are:

1. Condition of fish stocks — is the fishery sustainable?

2. Impact of the fishery on the marine environment — the effect fishing has on the surrounding marine ecosystem,
including non-target fish species, marine mammals and seabirds.

3. Fishery management system — appraises the systems and procedures in place to maintain a sustainable fishery (and
minimise any environmental impact) and how these procedures are implemented.

The New Zealand hoki fishery was the first whitefish fishery to achieve MSC certification in the world, giving it a
comparative advantage over other whitefish fisheries. However, since then, other large scale whitefish fisheries (Alaskan
pollock and South African hake) have been certified to the MSC standard. This emphasises the need for the re-certification
to be successful so hoki can be still be considered one of the most sustainable large-scale fisheries in the world.

(For more information about the MSC please visit www.msc.org.)
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Assurance Statement

URS’:
Zeﬂaland

Er and E

Scope and Methodology

URS New Zealand Limited (URS) has carried out an independent
audit of the Sanford Limited Sustainable Development Report
2005, to provide readers assurance on the accuracy of the
Report content and feedback on the appropriateness and
completeness of reporting.

The audit methodology draws on the AA1000 Assurance
Standard (March 2003) — an international standard developed to
guide the assurance of public reporting on social, economic and
environmental performance. The audit was designed to
investigate whether Sanford Limited (Sanford) has provided
adequate evidence to support the information contained in the
Report and to assess how well the AA1000 principles of
Materiality, Completeness, and Responsiveness are applied.

The audit methodology was to:

* Review the draft Report — to identify statements of fact/
claims and data requiring verification.

e Assess Sustainability Context and main issues.

e Conduct interviews with key personnel at the Sanford’s
Auckland office.

e Sight documented information, computer and hard-copy
files, data sources and data.

e |dentify errors or weakness in data, provide feedback to
Sanford and verify the final Report.

The scope of assurance covered all sections of the Sustainable
Development Report 2005. Pre-2005 figures have not been
verified. All interviews/discussions were with Sanford employees
and no discussions were held with external stakeholders.

Independence

URS did not work on any projects for Sanford during the period
covered by the Report. And there is no aspect of URS’s
relationship with Sanford that influenced the independent nature
of the verification findings.

Findings

On the basis of the described audit methodology, URS verifies
that the content of the Sanford Sustainable Development Report
2005 provides an accurate description of the company’s
sustainability performance.

Information Quality

Sanford’s Report provides a high level of exactness and low
margin of error. Derived ecological footprint data systems are
very robust and transparent. Environmental data collection could

DISCLAIMER

be better documented and social data systems could be
improved in terms of consistency. The Report maintains a
consistent boundary and scope from year to year and any
changes are clearly explained in the text. Sanford does not avoid
reporting on targets that were not achieved, contributing to a
good level of transparency and balance in reporting.

Materiality

Sanford’s Report provides a balanced representation of the
organisation’s activities. The organisation demonstrates a clear
commitment to the principles of the Sustainable Development
through its environmental policy, a commitment to continuous
improvement and a significant number of initiatives aimed at
improving performance. Sustainability is shown to be an integral
part of Sanford’s business strategy.

Completeness

Material information and data are included in the Report
especially with regard to fishing operations. The completeness of
the Report could be improved through wider discussion of labour
and community issues. Explanation of sustainability management
systems and a high level summary of key impacts would
enhance the Report.

Responsiveness

Sanford works closely with its stakeholders through industry
forums, program partnerships, community initiatives and
environmental research consortiums. These activities could be
better reflected in the report by providing an overview of the
organisation’s stakeholders and reporting on their feedback.

We commend Sanford on its strong commitment to continuous
improvement of their sustainability performance and on the
industry leadership that was evident to us throughout the
assurance process.

URS New Zealand Limited.
5 December 2005

Kerry Griffiths

Principal, Sustainability Consultant

URS New Zealand Limited

Lambton House, Level 4, 160 Lambton Quay,
P.O. Box 3367, Wellington, New Zealand

Direct: 64 4 496 3750 Fax: 64 4 496 3755

The veracity of the information summarised in the Report is dependant upon the uniformity, consistency and thoroughness of site/operational staff reporting all relevant matters. While the report Verification Process allowed
URS to develop a good appreciation of Sanford’s sustainability issues and site specific initiatives, URS did not and can not determine precisely the uniformity, consistency and thoroughness of reporting. URS has prepared
this Statement for the use of Sanford in accordance with the usual care and thoroughness of the consulting profession. The opinions provided are based on generally accepted practices and standards at the time they were
prepared. No other warranty, expressed or implied, is made as to the professional advice included in this Statement. To the extent permitted by law, URS excludes all liability that may arise from professional advice
contained in this Statement. This Statement must be read in conjunction with the supporting documents prepared by URS. No responsibility is accepted for use of any part or all of this Statement in any other context or for
any other purpose or by third parties. No third party is entitled to rely on any matter contained in this Statement without URS’s prior consent in writing. Neither URS'’s name nor the material submitted in this Statement may
be included in any prospectus or use in offering or representations in connection with the sale of securities or participation interest without URS's prior consent in writing. URS owes no duty of performance to any party other

than our contracted client.
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Glossary

Annual Catch Entitlement (ACE)

A catching right for fish — from the first day of each fishing year ITQ
generates an annual catch entitiement (ACE) for which catch is
measured against. ACE is traded separately to ITQ, and expires at
the end of the fishing year.

Coalition of Legal Toothfish Operators (COLTO)

COLTO represents international legal toothfish operators who have
a direct commercial interest in the well being of the Antarctic and
Patagonian toothfish resources and the eco-systems that support
them. It supports legal and sustainable toothfish fishing.

Convention for the Conservation of Antarctic Marine Living
Resources (CCAMLR)

CCAMLR has 24 member countries that have established a
commission that manages the marine living resources in waters
surrounding Antarctica.

Deemed Values

Failure to accumulate sufficient ACE to cover catch by the end
of the fishing year results in a deemed value liability — a monetary
penalty. The deemed value rate for many fishstocks is ratcheted,
ie the rate increases in line with the per cent of over-fishing for
each fisher.

Exclusive Economic Zone (EEZ)

The EEZ comprises of the area which extends for a distance of 200
nautical miles from the nearest point of land from New Zealand, of
which New Zealand has had control since the declaration of the
EEZ in 1978.

Fishery Management Areas (FMAs) / Fishstocks

There are 10 FMAs within the EEZ. For some species different
FMAs are amalgamated. The fishstock is the combination of the
species and area. For example, snapper in FMA 1 is fishstock SNA
1; HOK 1 covers all 10 FMAs.

Fishing permit

An appropriate fishing permit is necessary before a person can go
commercial fishing. For most species fishermen are not required to
hold ACE prior to fishing.

Fishing year

The fishing year for the majority of species is 1 October to
30 September. Species managed from 1 April to 31 March
include southern blue whiting, scallops and crayfish.

FishServe

FishServe is the commercial name of Commercial Fisheries
Services Limited that provides administrative services to the New
Zealand Commercial Fishing Industry including quota balancing,
fishing permit issue, vessel registrations, registration of ACE
transfers and processing of fishing returns.

Individual Transferable Quota (ITQ)

Individual Transferable Quota is the fundamental proportional
property in any commercial fishery in the Quota Management
System. This generates an Annual Catching Entitlement (ACE) each
year. ITQ rights are maintained in a public register, are tradable

in New Zealand, can be secured by registered mortgage and are
issued in perpetuity.
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ISO 14001

ISO is the world’s leading developer of International Standards.
ISO 14001 consists of standards relating to environmental
management systems and others which are specific tools for
realizing environmental policy and achieving objectives and targets.

Kiwi Can
Kiwi Can was established to develop the “| Can” theme in schools

allowing children to face and deal with challenge in their
everyday life.

Marine Stewardship Council (MSC)

The Marine Stewardship Council is an independent non-profit
organisation that promotes responsible fishing practices by
certifying sustainable fisheries.

Maximum Sustainable Yield (MSY)

In relation to any stock, means the greatest yield that can be
achieved over time while maintaining the stock’s productive
capacity, having regard to the population dynamics of the stock
and any environmental factors that influence the stock.

Ministry of Fisheries (MFish)
The Ministry of Fisheries is a Government ministry whose primary

purpose is to ensure that fisheries are sustainably used through an
open and co-operative consultation with all user groups.

New Zealand Business Council for Sustainable Development
(NZBCSD)

The NZBCSD provides business leadership as a catalyst for
change toward sustainable development. It aims to demonstrate
business progress in environmental and resource management and
corporate social responsibility and to share leading-edge practices
among members.

New Zealand Seafood Industry Council (SeaFIC)

SeaFIC represents and promotes the interests of all sectors of the
fishing industry. It provides economic information and advice,
co-ordination of industry resources, and enhancement of the
industry’s profile in the community.

Quota Management System (QMS)

The framework for the management of the main commercial
fisheries in the New Zealand EEC.

Southern Seabird Solutions

A charitable trust formed in July 2002 to promote the
adoption of fishing practices to avoid mortality of southern
hemisphere seabirds.

Total Allowable Catch (TAC)

The annual catch limit for each fishstock, determined before taking
into account interests in the fisheries.

Total Allowable Commercial Catch (TACC)

The annual catch limit for each fishstock, determined after
taking into account recreational and non-commercial interests in
the fisheries.
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Sanford welcomes your comments on our Annual and Sustainable Development Report

We would greatly appreciate your feedback on our Annual and Sustainable Development
Report to help us develop an even better report next year. For your convenience we have
prepaid the postage.

1) How do you rate our Annual and Sustainable Development Report?

Overall content: [] Excellent [] Very Good [] Good [ Poor []Very Poor
Comprehensiveness: [ Excellent [] Very Good [] Good [1Poor [1Very Poor
Writing style: [ Excellent [] Very Good [] Good [1Poor [1Very Poor
Clarity of graphs and tables: [ ] Excellent [] Very Good [] Good [TPoor [1Very Poor
Pictures: [] Excellent [] Very Good [] Good ["TPoor [1Very Poor
Layout and design: [ Excellent ["] Very Good [] Good [1Poor [1Very Poor
Credibility: [] Excellent [] Very Good [] Good ["]Poor []Very Poor
Comments:

2) Which section appealed to you most? Why?

3) What would you like to see in future Annual and Sustainable Development Reports?

4) Do you have any additional comments or questions?

5) What stakeholder group do you belong to?

["] Sanford shareholder []International customer [ ]New Zealand customer
[] Sanford employee/family [] Contractor/supplier []Community member
[] Other (please specify)

For more information or to view a copy of the Annual and Sustainable Development Report online please visit our website at
www.sanford.co.nz or contact us on +64 9 379 4720.
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