





Financial Summary

S

SANFORD LIMITED

SUSTAINABLE SEAFOOD

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) (17,069)
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

long term assets

Contents

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

Annual Report

Board of Directors

Directors’ Report and Chairman’s Review
Managing Director’s Review and Division Reports
Five Year Financial Review

Statements of Financial Performance
and Movements in Equity

Statements of Financial Position
Statements of Cash Flows

Notes to the Financial Statements
Audit Report

Statutory Information

Management Directory

25

26
27
28
30
41
42
45

Sustainable Development Report

Managing Director’s Statement
Environmental Policy
Environmental Footprint
Sustainable Communities
Economic Sustainability
Assurance Statement
Glossary

Response Form

Corporate Directory

48
49
50
66
71
v
78
79

Inside back cover




From left to right: Bruce Cole, Michael Bitossi, David Anderson, Douglas Goodfellow, Jeff Todd, Neil Mills and Eric Barratt.

Douglas joined the Board of Sanford Limited in
1978 and was elected Chairman in 1980. He is
the Chairman of Amalgamated Dairies Ltd,
Cambridge Clothing Co Limited and
Refrigeration Engineering Co Limited and a
Director of a number of other private
companies. He is a former Deputy Chairman of
Fernz Corporation Ltd (now Nufarm). He is also
a trustee of various trusts in education, medical
research and other charitable organisations. He
was awarded an honorary Doctor of Laws by
the University of Auckland.

Eric became an executive of Sanford Limited
when Feron Seafoods Ltd was purchased in
1982. He has been a Director of Sanford
Limited since 1986. He was appointed
Managing Director of Sanford Limited on

1 January 1998. He is also a Director of the
New Zealand Seafood Industry Council Limited,
Fishery Products International Limited, Pesquera
San Arawa SA, Weihai Dong Won Food
Company Limited and Fiordland Travel Limited.

David has had an extensive background in the
fishing industry having been Managing Director
of Sanford Limited from 1991 to 1997 and a
Director since 1982. He has also held the

positions of Deputy Chair of the New Zealand
Fishing Industry Board and President of the
New Zealand Fishing Industry Association. In
2001 he was a member of the Ministerial
Advisory Committee on Oceans Policy.

Michael is from an engineering and
manufacturing background and was a senior
executive of the Company from 1981 until his
retirement in 1999. He was appointed to the
Board in 1986. He is currently involved in
business development consulting for small and
medium business enterprises and is a Past
President of The Rotary Club of Milford.

After retiring from the role of Chief Executive of
L D Nathan Group of Companies, Bruce joined
the Board of Sanford Limited in 1987 and was
elected Deputy Chairman in 2004. Bruce is
Chairman of Hydraulink Fluid Connectors
Limited and Hydraulink Australia Pty Limited.
He is also a Director of Waitemata Harbour
Holdings Limited and holds a non-executive
position in the direction and management of
commercial property portfolios in New Zealand
and Australia. Bruce is currently President of the
Auckland Medical Research Foundation and a
Trustee of the Goodfellow Foundation.

Neil commenced with Sanford Limited in 1954
and worked his way through the positions of
Accountant and Company Secretary to
Marketing Manager to become Chief Executive
Officer and then Managing Director from 1973
until 1990. Neil has had extensive involvement
with the many government and industry
committees associated with the fishing industry
and export trade. For 12 years he was an
industry representative on the New Zealand
Fishing Industry Board.

Jeff was appointed to the Board of Sanford
Limited in 1998. He is Chairman of NZ Guardian
Trust, Dynasty Hotel Group, Gullivers Travel
Group and Deputy Chairman of Southern Cross
Healthcare. He was a member of the Council of
Massey University and former Director of the
Reserve Bank, ANZ Banking Group in New
Zealand and the Earthquake Commission. He
has advised the Government on the introduction
of GST and funding tertiary education and was
Chairman of the Task Force on Private Provision
for Retirement. He is a former Managing Partner
of Price Waterhouse New Zealand.
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Directors’ Report and Chairman’s Review

The Directors are pleased to present the Annual and Sustainable Development Report
of Sanford Limited for the year ended 30 September 2005.

— 5

W D Goodfellow E F Barratt
Chairman Managing Director

5 December 2005

Typical of companies in the export sector, profit for 2005 declined from $53.9m last year to
$30.4m this year. The ongoing high value of the New Zealand dollar coupled with record
high fuel prices continues to seriously impact on fishing and aquaculture profitability. Results
from our Pacific tuna and expanded Australian operations were well below expectations and
a slow-down in the North American orange roughy market impacted sales and profitability in
the latter part of the year. Results from the acquisition of the Simunovich scampi and inshore
fishing operations were in line with expectations but catch and profitability targets for the
Ocean Fresh business in Australia and the Ocean Breeze tuna operation in the Pacific were
not met.

The high level of the New Zealand dollar resulted in foreign exchange gains which totalled
$40.4m (before tax) this year compared with $55.2m last year. At 30 September 2005
forward cover of $13.5m remained with a potential gain of $5m that will be realised by the
end of November 2005.

Financial Performance

EBITDA (Earnings before interest, taxation, depreciation, amortisation, foreign exchange gains and the asset sales) improved
slightly from $35.6m last year to $38.3m this year. However, interest costs and an impairment charge of $2.2m on our FPI
investment resulted in tax-paid earnings declining to $30.4m. Sales for the year totalled $365.8m, an increase of 4.4% over the
previous period.

Net cash flows from operating activities decreased from $59.5m last year to $40.7m. Investing in the purchase of assets and
subsidiaries (mainly from Simunovich Fisheries Limited) took $176.1m which was financed from borrowings and cash flow.
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Sanford’s commitment to Sustainable Seafood continues to
place us at the forefront of efforts to implement international
standards of best practice. Many of our efforts in this regard
are reported in the Sustainable Development section later in
this report. It is pleasing to note that we again received a
commendation from the Institute of Chartered Accountants
for our 2004 Sustainable Development Report.

Auditors

It is proposed that the current auditors, KPMG, should
continue in accordance with section 196 of the Companies
Act. This year the Audit partner has completed five years in

A charge of the audit and a new partner will take over the audit
Sanford retail outlet, Tauranga. for the next financial year.

Capital Changes Corporate Governance

During the year the Board approved an on-market share Sanford Limited believes that our corporate governance
buy-back under which the Company repurchased 2,036,982 policies, practices and processes are not materially different
shares at an average value of $4.20. At the end of the year from the NZX Corporate Governance Best Practice Code.

these shares were held as treasury stock. The Directors

intend to cancel these shares during the coming year. Role of the Board

The Board is elected by Shareholders to provide for proper

Shareholders’ funds at the end of the year totalled $495.6m direction and control of the Company’s activities. The Board

or $5.29 per share. has determined that these activities will be in the seafood and
aquaculture business in New Zealand and internationally.

Dividends The Board acknowledges the need for the highest standard

Despite the reduction in profit, the Company paid an interim
dividend of 9 cents per share in June 2005 and declared

a final dividend of 13 cents per share payable on

14 December 2005.

The Directors remain conscious of the effect of the continuing
high level of the New Zealand dollar and its likely effect on
profitability next year. At the same time they seek to ensure a
balance between the desire to reduce debt levels and
dividend payments to Shareholders.

The Directors decided that the dividend option scheme will
remain suspended at this time.

Sustainable Seafood

Sustainability of seafood supplies continues to be a topical
issue both in New Zealand and internationally, not the least
through high profile media coverage of issues such as the

effects of global warming, arrests of vessels illegally fishing,
accidental catches of seabirds and marine mammals, and the -~ &
effects of fishing on the natural environment.

San Columbia, Tauranga.
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of corporate governance because of the sensitivity and
regulatory issues in the industry in which it operates. This
responsibility includes such areas of stewardship as the
identification and control of the Group’s business risks, the
integrity of management systems and reporting to
Shareholders. The Board establishes the Company’s
objectives, develops the major strategies, and business risks
and policy frameworks involved in achieving those objectives
and then delegates the management of the day-to-day affairs
of the Company to the Managing Director and the senior
executive team and then monitors their performance in
achieving the strategic direction and targets set by the Board.

The Board is satisfied that there are sufficient written
procedures, policies, guidelines and organisational structures
in place to ensure there is an appropriate division of
responsibility, as well as a programme to identify areas of
significant risk and to effectively manage those risks.

Each year the Company produces an operating budget that
is reviewed and approved by the Board. Regular reporting of
key performance indicators is combined with full financial
statements prepared quarterly and reviewed by the Board to
monitor management’s performance against the budget and
the previous year’s results.

Board Membership

The Board is elected by Shareholders to govern and enhance
the Company in the interests of its Shareholders.

The Board comprises seven Directors and has determined
that five of the current Directors, or more than two-thirds, are
independent (Messrs Anderson, Bitossi, Cole, Mills and
Todd). The other two Directors, Messrs Barratt (Managing
Director) and Goodfellow (associated with a major
Shareholder), are not independent.

Under the Constitution, one-third of the Directors shall retire
from office at the Company’s Annual Meeting. The Directors
to retire (and who may be eligible for re-election) are those
who have been longest in office since their last election.
Retiring and seeking re-election this year are Messrs Bitossi
and Goodfellow.

The positions of Chairman of the Company and Managing
Director are not held simultaneously. The Company
ensures that Directors have access to regular information
to keep them up to date on seafood industry activities in
New Zealand and internationally.

Processing Plant, Timaru.

Board Committees

The Board has established three committees to assist it with
aspects of corporate governance.

e Audit Committee

The Audit Committee is chaired by Mr Cole and comprises
members Messrs Todd and Mills all of whom are independent
Directors. No executive Directors are members of the Audit
Committee. All members of the Audit Committee have an
accounting and financial background.

The Audit Committee has a written charter and the work of
the Audit Committee is reviewed by the Board as a whole.
Directors who are not members of the Audit Committee
only attend committee meetings at the invitation of the
Audit Committee.

The Audit Committee assists the Board in carrying out its
responsibilities under the Companies Act 1993 and Financial
Reporting Act 1993, and in reviewing the performance and
findings of the external auditors, KPMG. It is also monitoring
the company progress towards compliance with International
Financial Reporting Standards. The auditors have direct
access to the Audit Committee chairman.

The Board has reviewed the non-audit work undertaken by
our Auditors and put in place procedures for the Audit
Committee to review in advance and determine the
appropriateness of engaging of our Auditors for non-

audit work.

The committee also reviews the adequacy of the Group’s
insurance policies. It approves applications for share trading
by Directors and executives.
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Official opening of the new factory at the Weihai Dong Won Food
Company, Weihai, China.

 Remuneration Committee

The Remuneration Committee consists of Mr Goodfellow
(Chair) and Messrs Anderson and Barratt. This committee
determines remuneration of the Managing Director and senior
executives as well as overseeing the remuneration at all levels
of management. The Remuneration Committee does not
have a written charter but the Board reviews and approves
the overall recommendations of the committee.

 Nominations Committee

The Nominations Committee consisting of all members of the
Board met once during the year. This committee reviews all
Director nominations with a view to ensuring a high calibre is
maintained. This committee also considers Director
remuneration issues and makes recommendations to
Shareholders when appropriate.

Directors’ Meetings

There were 10 Director meetings, four Audit Committee
meetings, one Remuneration Committee meeting and one
Nominations Committee meeting during the period. There
were five requests approved in advance for leave of absence
from the 85 attendances required during the year and apart
from these absences attendance was 100%.

Share Trading by Directors

The Constitution requires that a Director hold a minimum of
500 shares in the Company.

Directors and executives of the Company are required to
seek approval in advance of the trading of shares during the
two permitted trading window periods each year. The periods
commence at the time the interim and annual results are

announced and end on 31 July after the end of the half-year
and on 28 February after the end of the financial year.

Legislative Compliance and Code of Ethics

The Group utilises both internal resources and external
consultants to ensure compliance with relevant legislation
governing its activities in fisheries, aquaculture, maritime
transport, resource management and human resources.
Group policies require management and staff to comply fully
with all legislative and operational requirements of all
authorities in all jurisdictions in which the Company operates.

No formal code of ethics has been published but all
management and staff are made fully aware of the ethical
standards of business practice required commensurate with
being a publicly listed enterprise. They are also are required
to take into account laws, customs and ethics in the
jurisdictions in which we operate in. No issues of unethical
behaviour were bought to the Board’s attention in the

past year.

Directors’ Fees

The maximum level of Directors’ fees of $250,000 was set at
the Annual Meeting in December 2001. In the current
financial period Directors were paid total fees of $216,000.
Directors are encouraged to voluntarily invest a portion of
their remuneration in acquiring shares in the Company within
the trading windows referred to above.

The Role of Shareholders

The Board aims to ensure that Shareholders are informed of
all major developments affecting the Group’s state of affairs.
Information is communicated to Shareholders in the Annual
Report and the Interim Report. The Board made a number of
disclosures to the New Zealand Stock Exchange this year
outside the normal reporting time frames.

These disclosures included:

= announcement of the New Zealand Commerce
Commission’s clearance for the purchase of the
final portion of the Simunovich scampi quota
(27 January 2005);

= announcement of the on market share buyback
(29 March 2005); and

= announcement of the formation of North Island Mussel
Processors Limited (11 August 2005).




.
=

SANFORD LIMITED
SUSTAINABLE SEAFOOD

The Company website www.sanford.co.nz provides
extensive information on the Company and its results.
Announcements to the Stock Exchange and any media
statements made by the Company are immediately made
available on this website.

The Board encourages full participation of Shareholders at
the Annual Meeting, to ensure a high level of accountability
and identification with the Group’s strategy of increasing
Shareholder wealth. Consultations with interested
sharemarket analysts and investors on half and full-year
results and other Company developments are also
undertaken at regular intervals, consistent with the
continuous disclosure rules of the New Zealand

Stock Exchange.

Surveys of Shareholders, customers and other stakeholders
continue to be overwhelmingly supportive of the Company
Sustainable Development Report and where possible
constructive suggestions are used to enhance reporting

to Shareholders.

The venue for this year’s Annual Meeting will at the Auckland
Fish Market, at Sanford Limited, 22 Jellicoe Street, Auckland,
at 2pm Wednesday 1 February 2006.

Signing the annual Dong Won charter agreement, Seoul, Korea.

Appreciation

Despite the sometimes difficult trading conditions we
continue to receive and appreciate the support of our
many stakeholders.

The high level of the New Zealand dollar and the rapid rise in
fuel prices continues to be areas of frustration and challenge.
The climate of increasing interest rates continues to attract
international retail buying of the New Zealand dollar
underpinning the New Zealand economy.

Sanford continues to be highly regarded in the industry in
New Zealand and internationally for their dedication, loyalty
and expertise of its executive, management and fishing
personnel. The Company’s business continues to function
24 hours a day and 365 days a year because we have a
dedicated group of professional skippers, engineers,
technicians, farmers, cooks, fishermen, process workers, and
clerical and administration staff. The Directors acknowledge
and appreciate the special efforts they all make to meet and
exceed the many and constant challenges of our industry to
achieve adequate returns for Shareholders.

The Year Ahead

The 2006 year will be more challenging at current exchange
rates. All forward exchange cover benefits will cease from
November 2005 but further benefits will flow from the
acquisition of the Simunovich businesses. If, as predicted, the
exchange rate reduces then returns to Sanford Limited will
improve. A one-cent variation in the exchange rate changes
our tax-paid profit by $1m.

As is normal in the fishing business, the final outcome for next
year will depend on our success in the more variable fisheries
such as pelagic species (like skipjack tuna and blue and jack
mackerels) as well as squid and toothfish.

For and on behalf of the Board

W D Goodfellow
Chairman
5 December 2005




Foreign exchange gains declined from $55.2m last year to
$40.4m this year and at the end of September 2005 forward
cover of $13.5m remained, with a potential gain of $5m that
will all be realised by the date of this report.

EBITDA (Earnings before interest, taxation, depreciation,
amortisation, foreign exchange gains and asset sales)
improved slightly from $35.6m last year to $38.3m this year
and when combined with foreign exchange gains the total
return declined from $90.8m last year to $78.7m this year.

Year Ended 30 September 2005 2004

EBITDA $38.3m $35.6m
Foreign Currency Gains $40.4m $55.2m
TOTAL $78.7m $90.8m

Sales for the year totalled $365.8m, an increase of 4.4% over
the previous period. Squid and toothfish sales were well up
but offset by declines in orange roughy and salmon.

The Ocean Fresh Fisheries business had operated in a
development mode for a number of years doing exploratory
and experimental fishing in a number of regions and
targeting a range of species. These were mainly in the Great
Australian Bight and the East Coast Deepwater Trawl zone.
Although most of this activity was intended to be completed
at the time of the Sanford acquisition of the business, there
were difficulties and delays in completing the integration and
converting the Ocean Fresh business from a development
operation into a profitable fishing enterprise. Certain changes
have been made that result in better management and
operational decision-making and more efficient
administration by locating all personnel at the Melbourne
Fish Market site.

Catches of tuna by the domestic purse seine fleet were
encouraging at the start of the season but declined quicker
than in some past seasons. With kahawai (because of lower

quota) catches also lower the overall result from our
Tauranga based purse seine operations was disappointing.

Catches of the three large Pacific tuna freezer vessels were
lower than last year with two of the vessels having to
undergo survey during the last six months. However catch
rates when they were operational were not up to
expectations despite the market for skipjack tuna remaining
relatively positive over the period.

The orange roughy market in the United States and Canada
slowed in the second six months of the year. This resulted in
lower sales volumes and reduced returns for orange roughy
which affected the inshore reprocessing plants where this
product is processed.

An impairment review of our 15% investment in listed
Canadian company Fishery Products International Limited
(FPI) was undertaken and as a consequence the Directors
decided to write down as an expense the investment by
NZ$2.2m in the current period. The shares are now valued
at C$7 in our books which the Directors believe to be a fair
value. On small-volume trading after the announcement of
the poor results and the deferment of the income trust float
the shares traded down from C$7 to as low as C$4.11 but
in recent days have been C$5.00. This is further discussed
later in this report.

Higher fuel prices have had a significant impact on the larger
freezer trawlers, longliners and purse seiners. During the
year fuel prices increased from approximately US$45 per
barrel to US$60 per barrel. For every US$1 change in the
barrel price of fuel our after-tax profit impacted by
approximately NZ$0.1m. Our after-tax profits declined by
NZ$1m because of the higher fuel price.

The industry continues to be impacted by constant
escalation of Government-imposed charges without any
consideration on the economic impact. Costs of fisheries
and conservation services that are levied on the industry
increase despite the large decrease in hoki quota. Basically
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Sanford Cash ‘n’ Carry outlet at the Auckland Fish Market complex.

the same quantum of Government costs are levied across
an 80,000mt lower quota base. Other Government costs
such as ACC levies, maritime and food safety charges,
border and biosecurity charges, road user fees, and OSH
charges continued to escalate despite our declining net
return from a high New Zealand dollar.

The benefits from the completion of our Project Fish
integrated computer systems are flowing through to improve
the average age of our inventory despite higher overall
inventory levels. Some of the increased inventory resulted
from a deferment of sales of some species, such as
toothfish, to take advantage of price improvements which
should result in higher returns. We have recently released an
online partner access hub which allows customers to link
into our system through the internet, to track the status of
orders. The system shows details of the products ordered,
loaded and shipped and with connections into the shipping
company schedules so customers can anticipate arrival
much easier.

Shortly after 1 October 2004 the scampi and inshore fishing
operations acquired from Simunovich Fisheries Limited were
successfully integrated into Sanford’s regular operations.
The scampi vessels are managed as part of the deepwater
division based in Timaru (although one vessel fishing
northern waters mainly lands in Auckland). In the inshore,
the greater diversity of vessels and quota is allowing more
regular supplies which attract more buyers to the Auckland
Fish Market. Rationalisation of some of the scampi and
inshore fishing fleet is being undertaken and some surplus
vessels are being advertised for sale.

Our two freezer longline vessels, San Aotea Il and San
Aspiring had one of the most successful toothfish seasons

yet. The early indications of difficult ice conditions did not
eventuate and with increased areas able to be accessed
results were very pleasing. Market conditions were also
positive with prices climbing steadily during the year, and
benefits flowing from our marketing and profit-sharing
arrangements with Ocean Cuisine International (FPI).

= Agquaculture results were steady with mussel and oyster
production increasing but overall results remained stable
due to the high New Zealand dollar.

Marketing Review

Export analysis of sales for the year shows little change from
previous years with a slight decrease in the Americas and
Others (mainly the Pacific Islands) being offset by increases to
Australia (+2%), with Japan, Asia and Middle East all up 1%.

The mix of species into the Americas has changed with
orange roughy declining and toothfish increasing. However
the range of other species such as hoki, mussels and
snapper, has remained stable. The percentage of sales to
Europe remained at 24% but within that area the volume and
variety of exports to eastern European countries and the mix
of species have changed. With lower hoki volumes traditional
markets have declined but increased catches of squid have
offset that decline. Some species that have been traditionally
sold into Japan, such as silver warehou, are finding ready
acceptance in eastern Europe. Pelagic species such as blue
mackerel and kahawai are increasingly being sold to newer
markets in eastern Europe.

Japan
13% (12)

America’s
28% (29)
Australia
12% (10)
Middle East Europe
3% (2) 24% (24)

Export Percentages 2005 (2004)

Sales to Australia, Middle East and Asia all increased slightly
and offset a decline in Japan. In the Middle East steady
demand for trevally resulted in prices that better reflected the
cost of catching including the increased fuel costs. Increased
shipments to Australia consisted of the widest range of
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species that we produce ranging from oysters, salmon and
mussels through to snapper, hoki and hake. However, since
the end of the financial year the Australian market has been
flooded with imports of farmed catfish from Vietham and
China, some of which has been diverted out of other markets
where controversy arises over the farming and processing of

this species.
Aquaculture
11% (13) Orange Roughy /
Oreo Dory
10% (12)
Deepwater
) 25% (20)
Pelagic
9% (10)
Other Hoki
6% (7) Australia 10% (11)
16% (16)

Approximate % Species Sales 2005 (2004)

In Japan, lower sales of snapper and salmon have been
largely offset by sales of scampi. Japan is one of the largest
and most demanding markets for prime quality scampi and
the Simu brand has been the largest volume product in that
market. For that reason we have retained the right to use the
Simu brand for a period of three years.

The approximate species split reflects comments made
elsewhere in this report. The effect of increases in toothfish,
squid and scampi has lifted the deepwater percentage from
20% to 25% and the decline in orange roughy demand
decreased that and oreo dory from 12% to 10%. Hoki has

Unloading oysters from barges at Whangaroa Harbour, Northland.
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declined as a result of the quota reduction but the effect is
somewhat reduced by increased catch in Argentina.
Aquaculture declined from 13% to 11% mainly through lower
volumes of salmon sold.

Inshore increased with both the addition of Simunovich
inshore quota and increased sales through the inclusion of
the first full year of the Auckland Fish Market.

Industry Issues

Quota Issues

The Government again introduced a number of further
species into the Quota Management System (QMS) but this
year none were significant target fisheries for Sanford,
although some were by-catches for existing catches.

Sanford continues to have concerns where deemed values
are not sufficiently robust to modify the behaviour of fishers
when they are catching fish for which they do not hold quota.
In the squid fishery in the southern ocean the number of tows
is now the de facto management tool for the fishery, and
operators are entering the fishery without quota in the
expectation that they will acquire quota once the fishery is
closed. Linking tows to quota and increasing the deemed
value will reduce this practice.

We have raised concerns at industry level that in some target
fisheries the level of deemed value is insufficient to stop some
operators fishing after they have caught their quota.

At present the Government is the beneficiary of these
deemed value payments while at the same time setting
deemed values at a level that does not modify this behaviour.
In effect the Government is receiving large sums of money for
the over-exploitation of privately owned property rights.

The legislation allocating 20% of our international tuna vessel
catch history to Maori was passed through Parliament. With
Sanford owning three vessels in this fishery, this issue is a
serious threat to our future viability. With the difficult
economic situation in that fishery over the past year we are
unlikely to continue to create this catch history and we
continue to progress options to protect our interest in any
future catch entitlement of these vessels.

Aquaculture Law Reform — Coastal Occupation Charges

During the year the reform of the aquaculture legislation was
passed into law. While the new law is far from perfect, it has
created a little more (but not total) certainty over tenure of
aquaculture space.
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There already seems to be wide variation in the policies being
adopted by the various regional and district councils over
whether they will create Aquaculture Management Areas
(AMAs) within their coastal plans or whether it will be left up
to individuals to seek private plan changes.

The ability of councils to levy coastal occupation charges on
marine farms (and other marine usages such as moorings,
jetties, marinas etc) has created an atmosphere of total
confusion: some councils see the charges as an ability to
charge an economic rent (which removes any incentive to
develop marine farms) while others adopt a more pragmatic
approach of seeking to cover the costs involved in allowing
the use of coastal space.

There is an urgent need for central government to clarify the
intent of the legislation in that regard.

This year more detailed reporting of operations is provided by
division managers on the pages following this review.

In Canada income trusts dispose of their surplus operating
cash flow usually on a monthly basis and the income trust
holder is required to account for the income tax on that
return. In the normal equity market there is no ability to pay
imputed dividends so the income trust structure provides a
more tax advantageous situation compared to equity
investment. Over the past three years there have been many
Canadian companies that have converted all or parts of their
business into income trusts.

FPI proceeded on the basis that it would convert its mainly
United States-based marketing and added-value business
(Ocean Cuisine International) into a Canadian-based income
trust and float income trust units for 40% of the business and
retain ownership of the remaining 60%. The Government of
Newfoundland and Labrador believed that such a float
required their approval. Although the company did not believe
that to be the case it sought the provincial government’s
approval. This process took over 12 months by which time
the Canadian federal government’s review of the tax status
had been announced and a float was no longer viable.

Part of the proceeds of the float would have been used to
repay some of the debt in the FPI primary fishing business.
This business is suffering in much the same way as our

fishing business. The increased value of the Canadian dollar
compared to the United States dollar is threatening the
viability of their operations.

Two fish processing plants have had to be closed down and
written off in the past 12 months. With the poor underlying
primary division results, the write-off of two plants and the
write-off of the not insubstantial costs of preparing for the
income trust, the Company results have been poor. As a
consequence, the limited share trading that has taken place
has seen the share price fall to a low of C$4.11 but which
has since been trading at C$5 per share. The existing four
major shareholder groups are prevented from purchasing
additional shares and supporting the share price because
they are up against the provincial government legislation
restricting ownership to a maximum of 15%.

While the Ocean Cuisine operation has been expanding and
has good prospects for the future, the FPI Directors are
focused on actively restructuring the business and believe
that with a net asset backing per share of C$11.00 per share
that further value can be gained from Sanford’s investment.

The Directors decided to write down Sanford’s investment by
NZ$2.2m as an expense in the current period. The shares are
now valued at C$7 in our books which the Directors believe
to be a fair value.

Both Sanford and Ocean Cuisine continue to benefit from our
marketing arrangement which has seen further growth in our
trading business.

Our 25% investment in Weihai Dong Won Food Company
Limited in Weihai, China, has been positive for the year with
the business achieving target profits and Sanford receiving a
maiden dividend during the year. In October 2005 we
exercised our option to increase our stake to 40% by the
injection of additional capital in the company as part of the
financing of a second processing plant, which opened in
July 2005. The cost of increasing our capital share is $3.4m,
as disclosed in note 20 of the accounts. The expanded
production capacity of the plant will be used to produce a
wider variety of products for exports to Europe and the
United States. Some of these products will be sourced from
the Sanford and Dong Won operations but other products
will be produced from sources in other parts of the world.
While the business will be challenged by the increasing value
of the Chinese currency, it is already being recognised as one
of the more advanced added-value plants in China.
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International Financial Reporting
Standards (IFRS)

By September 2008 Sanford Limited will be required by law
and NZX listing rules to comply with new International
Financial Reporting Standards. We have concerns that these
standards do not take account of the particular fishing
industry issues such as quota and marine farm rights.

The Quota Management System in New Zealand is one of
the most advanced in the world. The permanent nature of the
proportional harvest rights are enshrined in legislation making
them a clearly definable, transferable property right —
something which is not contemplated by the new standards.
We will be required in the future to classify these property
rights as intangible assets. In our view they are tangible
property rights recorded in a Government prescribed register
and able to be used as security against lending.

We will be required to place a value on live mussels and
oysters that are growing on marine farms when the only time
they have any real value is when they are fully grown.

A lunch box shop in Japan, serving Sanford hoki.

Assuming that these assets are revalued and that there are
material changes in fair value, carrying out impairment tests
on quota and marine farms and revaluing upwards on the
basis of good results one year through favourable
environmental conditions and then having to review them
downwards the following year through poor environmental
conditions is hardly likely to improve investors’ perception of
the worth of Sanford Limited.

Sustainable Development

We continue our focus on “Sustainable Seafood” and this
report provides our sixth Sustainable Development Report to
Shareholders and other stakeholders.

Sanford Limited continues its inclusion in the FTSE4Good
index which is a pleasing acknowledgement of our
commitments in this area.

This year we included a number of enhancements to our
report including, for the first time, a top 100 list of species
where Sanford owns more than 35 tonnes or over 10% of the
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Total Allowable Commercial Catch. We have rated each of
these fisheries in terms of our belief in their sustainability.

Sanford remains committed to the work and principles of the
New Zealand Business Council for Sustainable Development
(NZBCSD). This year we have worked to support programmes
such as Sustainable Energy Future for New Zealand, Greening
the Fleet and support programmes for new adopters of
sustainable development reporting.

Consultation and feedback are an important component of this
programme and Shareholders are again encouraged to provide
feedback on the postage-paid reply form provided.

The continued high level of interest rates and the effect this is
having on holding up the New Zealand dollar exchange rate at
a higher level than is sustainable for almost all of

New Zealand’s primary industries is of serious concern.

This is particularly detrimental because the higher interest rates
attract overseas investors to invest purely in the currency for
interest rate gains and to just as quickly abandon the

New Zealand dollar once the situation changes.

We surmise that when the New Zealand dollar does decrease
(as almost every political and economic commentator predicts)
it will do so quickly. In part, this is what makes trading so
difficult to forecast because the New Zealand dollar is so
variable compared to most other currencies.

We will improve returns from the scampi quota and
Australian assets acquired from Simunovich Fisheries Limited
as we get further efficiencies in these and the remainder of
our operations.

As noted by the Chairman in his review the final outcome for
next year will depend on our success in the more variable
fisheries such as pelagic species (like skipjack tuna and blue
and jack mackerels), as well as squid and toothfish.

As always, we continue to pursue value accretion opportunities
for Shareholders and contribute to the development of the
New Zealand seafood industry.

The integration of the assets of Simunovich Fisheries was
accomplished through the significant efforts of the Sanford
management team and Sanford and former Simunovich
operational staff who all worked in ways to improve

these operations.

As each year passes we lose a number of long-serving staff
mainly through retirement. This year we said goodbye to:

Brian Olsen from Tauranga (who retired after 23 years but
sadly lost a long battle with cancer shortly after),

Cliff Eggeling (after an association of 18 years), Mikhail Liakh
(12 years), Evan Carter (11 years) and Barry Hutcheson
(San Won Manager 20 years) from Timaru,

John Wilson (12 years) and Noreen Schultz (13 years)
from Bluff,

Susan Hawthorne and Jean Moody (17 years) from Auckland.

| have to acknowledge the commitment and loyalty of the Sanford
management and staff for their efforts in challenging times. Staff at
all levels work extremely hard to produce results that are
sometimes disappointing because of outside influences like
exchange rates and fuel prices.

Thank you.

E F Barratt
Managing Director
5 December 2005

We are forwarding to all Shareholders a discount voucher which is redeemable at any of the operations at the Auckland Fish
Market. We trust that as many Shareholders as possible will take advantage of this opportunity to visit and shop at the

Auckland Fish Market.
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Inshore Fishing and Processing Division

Shane Walsh
Inshore Manager

Results from inshore fishing and processing were lower than
expected for the year despite improvements from the addition
of the Simunovich inshore fleet and quota in Auckland. The
high exchange rate reduced returns for many species despite
markets being relatively stable.

A slow-down in the market for orange roughy fillets in the
United States market affected revenue and profitability in all
three inshore plants particularly in the second six months.

The less than average skipjack tuna season and lower than
expected catches of pelagic species impacted on our
Tauranga operations while the Timaru operation had lower
catches of red cod and barracouta. Because of the reduced
hoki quota lower quantities of hoki were processed in the
Timaru plant.

Increased fuel prices impacted inshore fishing operations but
not as significantly as the deepwater fishing vessels.

The local market remains positive with strong demand and
stable prices. The auction at the Auckland Fish Market has
enabled an improved balance between returns for species on
the local and export market.

Auckland

Inshore catches increased over previous years due to extra
quota acquired from Simunovich Fisheries. The inshore
trawlers fishing patterns were improved from previous years to
better balance landings throughout the year. This enabled
increased volumes of fish to be sold at the Auckland Fish
Market auction to maximise returns. Our fleet of inshore
longliners were able to land increased volumes to meet strong
demand for airfreight longline caught fish. Landings of albacore
tuna by independent fishermen were low compared to last
season due to bad weather and lower seawater temperatures.
The Auckland factory was fully committed for the year
processing inshore snapper and trevally, and reprocessing of
orange roughy and smooth dory.
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Markets for frozen snapper remain fragile with Japan
decreasing its volume year by year but some improved
markets being developed in other parts of Asia and Europe.
Trevally demand in the Middle East and Europe picked up
during the year and some necessary price

improvements occurred.
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Scanning fish from the chiller into production for inventory control.

Auckland Fish Market

The daily wholesale auction attracted an increasing number of
buyers and suppliers enabling average daily sales value to
double between the start and end of the financial year. The
increased supply and quality of fish on the domestic market
ensured that good prices were achieved for most species. At
year end the market had achieved an annual turnover rate
better than planned for its first full year of operation.

The Seafood School’s monthly sales increased throughout the
year as advertising and promotional efforts started to increase
awareness. Further efforts will be made to increase the
Seafood School classes’ appeal to a wider range of potential
customers. Corporate use of the school for the entertainment
of staff, customers or clients increased during the year as the
school became increasingly well known as a new option for
corporate catering.

Customer traffic through the Auckland Fish Market retail area
increased as awareness of the facilities grew. Surveys
indicated that many customers kept returning and that many
had heard about the facility through word of mouth. During the
year Seamart purchased the Ocean Discovery outlet. They
intend to consolidate and rebrand as the Seamart operation
early in the new calendar year.
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Timaru

Catches of hoki, mainly from Cook Strait, were above last year
reflecting increased efficiency from the vessels landing in
Picton; however overall the Timaru plant processed less hoki
this year. The barracouta and red cod catches were poor and
well behind previous years. Squid catches were similar to last
year’s. When not handling the inshore catches the factory
processes orange roughy and smooth dory.

Auckland Fish Market free bus travels through the city every half hour.

The San Won joint venture in Timaru continues to achieve
acceptable results at a level that was similar to last year.

Tauranga

Purse seine catches, particularly skipjack, were less than last
year with kahawai catches also reduced as a result of lower
quota allocations as the species was introduced into the Quota
Management System. Blue and jack mackerel catches were

The Oamaru crayfish plant achieved a good result with good
catches over a short period of time resulting in minimal costs
and reasonable market price and demand.

similar to previous years. Demand for all purse seine species BlUﬁ

was strong resulting in very low levels of stocks held. Landing Landings from mostly independent suppliers were in line with
from independent vessels in the longline tuna fishery were well previous years. Factory processing of inshore species and
down on last year as a result of the continuing poor returns salmon continues to be supplemented by reprocessing of
from the Japanese market. Factory processing of purse seine smooth dory and ling. Returns were better than budget due
species continue to be supplemented by reprocessing of to higher market prices and reduced costs.

orange roughy and smooth dory.

Returns from our Export Cold Storage facilities were well
ahead of last year as a result of customer rationalisation and
maximisation of storage of Sanford product from the
Auckland factory.

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

Some of the participants enjoying seafood that they have
prepared at the Seafood School.
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Deepwater Fishing Division

Greg Johansson
Deepwater Manager

With the high exchange rate and rapid increases in fuel prices
the focus of the deepwater division was on improving returns
by increasing catches. This was achieved for toothfish and
squid and the addition of the scampi fleet.

Environmental issues continue to be a key focus for both
seagoing and shore-based staff. Seabird and marine
mammal mitigation have been part of the Sanford culture for
many years but this year additional focus was placed on
further mitigating the effects of fishing on the marine
environment.

The first year of the reduced hoki Total Allowable Commercial
Catch (TACC) to 100,000mt has seen a major restructure of
the industry catching capacity.

Despite the reduced number of New Zealand and foreign
charter vessels in New Zealand, fleet retention and
recruitment of crew remains a major issue. With the restricted
labour market, it is difficult to recruit suitable quality crew
prepared to spend much of their life at sea.

At the same time, work visas and crewing issues on charter
vessels are becoming more problematic and not helped by

The San Aspiring, navigating through the ice in the Ross Sea.
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media coverage of crew who come to New Zealand to work
on fishing vessels but are attracted to sometimes illicit work
on shore.

The Company maintains its zero tolerance position on alcohol
and drugs, with a strong drug testing policy enforced which
includes mandatory pre-engagement drug testing of all new
crew on freezer vessels. Despite crew applicants knowing
they are required to undergo a drug test before going to sea
the number who tested positive has been disappointing.

San Discovery / San Enterprise

With hoki becoming a smaller percentage of the vessels’
annual catch plan, the San Discovery and San Enterprise have
this year targeted a range of species previously caught by
charter vessels. In addition to hoki and squid, this year saw
new target species such as hake, ling and silver warehou
introduced to the catch plan with the vessels gaining valuable
knowledge and skills in these fisheries. Development of new
fishing gear for these fisheries has been a significant cost this
year but we anticipate continued improvements as the vessels
build on the experience gained to date.

There are some early indications that the hoki stock is starting
to rebuild following a number of TACC cuts in recent years;
however, we would not anticipate any TACC increase until the
scientific evidence confirms that there has been a rebuild that
can be sustained in the future. Having good consistent catch
rates in the fishery will help improve the economics while we
have high exchange rates and increased fuel prices.

San Aotea Il / San Aspiring

The two automatic longline freezer vessels had excellent
results in the Ross Sea this year. Ice was a problem during
the early part of the season but improved rapidly in January
and resulted in one of our best seasons. The level of
international competition was significantly reduced, with only
10 vessels from six countries participating, compared to

23 vessels the previous year. The San Aspiring extended our
exploratory activity to a new sub-area west of the Ross Sea,
with promising results. Both vessels have again been
permitted to operate in Antarctic waters for the 2006 season.

When not operating in Antarctica, the vessels target ling and
bluenose within the New Zealand Exclusive Economic Zone
(EEZ). Both vessels had an improved fourth quarter with ling
catches on the Chatham Rise showing positive signs,
consistent with the stock assessment prediction of a
rebuilding fishery.
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John Bennett, Sanford skipper, Janice Molloy from DOC, and HRH
Prince Charles at the opening of the new interactive display at the
Royal Albatross Centre, Taiaroa Heads, Otago.

Scampi Fleet

The acquisition and integration of the Simunovich scampi
vessels into the deepwater division has been completed.
Overall we have been very pleased with the calibre of the
crew that transferred to Sanford from Simunovich. Scampi is
being packed into both Sanford and Simu brand packaging
to satisfy marketing requirements.

After three years of Olympic-style fishing, the change to a
guota regime allowed the year-round operation of six scampi
vessels last year and we were able learn new things about
this fishery. Although catches for the first 12 months were
slightly lower than expected, ultimately we believe we will
increase our efficiency in this fishery.

We now have additional crew engaged to achieve a greater
number of sea days per year allowing us to operate one less
vessel in 2005/06 with the same catch plan.

Small quantities of live scampi have been landed for sale
through the Auckland Fish Market.

San Waitaki

The San Waitaki has once again had an excellent year,
catching close to budget.

An industry-agreed decision to restrict catches below
allowable quota in the oreo dory (OEO 1) fishery resulted in a
reduction in the vessel’s catch plan and the amount of dory
available for shore-based reprocessing. We used the spare
capacity to introduce the Waitaki into the squid fishery, where
she performed very well in her first season.
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The San Waitaki was again chartered to the Orange Roughy
Management Company to complete acoustic surveys
including a brief period in the Puysegur area, where a
biomass of orange roughy was surveyed. The vessel is
currently on charter to NIWA as part of the Ministry of
Fisheries’ research programme conducting an oreo dory
survey on the Chatham Rise.

Charter Operations

Charters have had a relatively normal year, with all three
Korean vessels undertaken dry dock surveys early in the
guota year. The Dong Won trawlers have had another very
productive squid season, a good hoki season and strong
hake catches, producing an above-budget performance for
the division.

We believe that the use of well-managed charter vessels as a
complement to a New Zealand fleet is a sensible and
economically viable way of managing the variable and
seasonal nature of some of our fisheries. In some cases the
negative comments are more related to commercial motives.

Our long-standing relationship continues with Kanai Fisheries
of Kushiro, Japan. Although Sanford no longer has a vessel
chartered from them, we provide a quota package which is
used on their remaining vessel in New Zealand.

This year we chartered one squid jigger from Taiwan which
arrived in Timaru just prior to Christmas and stayed until early
June. After a slow start, the vessel ended the season with a
successful catch. It appears unlikely that further squid jigger
operations will be put in place for the 2005/06 squid season.

Quota Trading

We have traded increased quantities of surplus quota this
year primarily as a result of increased demand for squid.
There was also stronger demand for a range of species
previously underutilised. Small quantities of scampi were
traded to other industry participants to cover their by-catch.

Trading of quota as part of the end-of-year balancing resulted
in almost all Company catch being covered by quota with a
significantly lower deemed value liability than all other
deepwater operators.

We would expect that if the squid and toothfish catches are
similar to this last year the division will again make a
significant contribution to profitability.
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Ted Culley
Aquaculture Manager

Pacific Oysters, Kaeo

Pacific oyster volumes through our Kaeo plant increased by
13% on the previous year’s volume and up 73% over the
volume processed two years ago. Rainfall affects water
quality and this year we were prevented from harvesting for
56 days compared to 31 days last year.

Supply relationships with independent growers farming in
different harbours in Northland help to minimise the effect of
rainfall closures.

Activities were concentrated on harvesting good quality
oysters from Whangaroa and Houhora harbours this year
with volumes harvested from farms in Kerikeri being lower.

Trials have commenced growing oysters in bags versus the
traditional stick culture to assess whether we can improve the
quality and reduce handling costs through the processing
operation.

This year we have been working to improve the international
status of our growing waters and have achieved EU
certification for oysters grown in Kerikeri, allowing us to
market oysters into Europe. We are expecting Houhora and
Whangaroa harbours to achieve EU listing in the coming year.

As part of the regular review of operating costs the plant
initiated a relationship with a new packaging supplier

BST Bag Trials in place of the traditional stick culture.

Opening oysters on the expanded table at the Kaeo processing plant.

developing new oyster packaging which won the Supreme
award in the packaging section of the New Zealand Pride in
Print Awards.

The processing plant alterations increased capacity by 30%
which will improve productivity and lessen the effects of
rainfall closures.

Development of new oyster markets is a continuous
challenge but weather events around the rest of the world
have created new opportunities. We expect a small increase
in volumes next year.

Greenshell™ Mussels, Coromandel

Market prices for mussel products have been steady
throughout the year but, like all aquaculture products,
returns continue to be adversely affected by the high
New Zealand dollar.

Coromandel harvest volumes exceeded expectations by
almost 10% this year due to a better growing season and
optimisation of harvesting operations. Product surplus to the
plant’s processing capacity was sold to local processors or
shipped to Havelock.

During the year Sanford has acquired more farming space in
Wilsons Bay and as well we have commenced development
of our Wilsons Bay “stage two” water space. Some
development is also occurring on some share-farmed water
space. This development will be completed this year and the
first harvest will be due in 2007.

Mussel processing ceased at our Coromandel facility in
August 2005 and from November 2005 all our half-shell
mussel processing has moved to the North Island Mussel
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Processors Limited (NIMPL) joint venture facility in Tauranga.
This company is purely a toll processor owned a third by
Sanford, a third by Sealord and a third by Vela interests.
NIMPL processes on behalf of the shareholders and into their
own brands, all mussels grown in the Coromandel area.

Shareholder companies then sell their own products to their
own customers. This model creates a large-volume toll
processing operation which will bring volume and scale
efficiencies to the benefit of all parties.

The Coromandel facility will still be used to process live
lobster and be the base for our marine farming operations.

Greenshell™ Mussels, Havelock

Harvesting salmon at Big Glory Bay, Stewart Island.

Harvest volumes for the year were 4% better than expected
with less than five processing days affected by harvesting
restrictions due to rainfall closures and all farming areas being
free of bio-toxin events this year. Some excess volumes were
transported to Bluff for processing assisting difficulties
associated with maintaining a full staffing complement in a
province with the highest employment rate in the country.

A number of equipment upgrades are planned at the end of
2005 with new-technology weighing and automated packing
equipment being installed to improve product yields, reduce
costs and introduce a “tamper proof” pack.

Trial work with hatchery spat continues and with many
technical issues overcome we are ready to move to a
commercial trial.
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Greenshell™ Mussels, Bluff

Processing volumes were 19% ahead of last year achieved by
utilising excess product available from Havelock and the
installation of a new spiral freezer in December 2004. Further
upgrades to the mussel processing plant will take place at the
end of 2005 with the installation of an automated weighing
machine and equipment to facilitate production of a “tamper
proof” pack.

Growth rates in Stewart Island were still behind Marlborough
but some newly seeded mussels are showing signs of
improved growth rates over mussels recently harvested. Trial
development of new water space in Bluff harbour has been
challenging however work continues on how to best utilise
this space.

King Salmon, Stewart Island
and Bluff

Salmon volumes are slightly ahead of last year but below
expectations. Work has continued to create efficiencies in
farming operations with trialling of new Chilean-produced
feed compared to our traditional Australian supply.

The latest biomass scanning technology is being used to
better assess stock growth rates, condition and control and
manage feed inputs. This technology has increased food
conversion efficiency whilst ensuring growth rates are
maintained.

New fish harvest technologies have been introduced for
smolt grading and final harvesting. In conjunction with
automatic stunning equipment this has improved fish quality
as well as requiring less labour and consumable inputs.

Salmon prices in traditional export markets have been steady
over the year and domestic volumes continue to improve with
the Australian airfreight business maintaining steady volumes.

New packaging machine under construction, Havelock.




Annual Report 2005

International Fishing Division

Tom Birdsall
International Manager

Australia

The Racovolis Amalgamated Fish Agents business was
complemented early in the year by the addition of the Ocean
Fresh business acquired from Simunovich Fisheries Limited.

Racovolis Amalgamated Fish Agents had a steady year in
more difficult trading conditions as greater supplies of fresh
fish lowered prices and changes to the structure of the
distribution operation placed pressure on margins. The
consignment sales part of the business assumed

greater importance.

We carried out some upgrading of the processing facility and
took direct control of the processing which had been
previously contracted.

Fish ready for sale at the Melbourne Fish Market.
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Melbourne City Council, as owners, are reviewing the future
of the Melbourne Fish Market and its location and examining
other options for the site. We are participating in a number of
ways in this review and changes are unlikely in the

short term.

With the Ocean Fresh Fisheries business the catching
operations in Australia now consists of four owned vessels.
Three — San Tangaroa, Ocean Fresh and Megisti Star are ice
vessels and the fourth — Peterson is a 42m freezer vessel.
Considerable unplanned costs were incurred in converting
the Ocean Fresh Fisheries operation from its development
mode. In this mode the business was concentrating on
developing and exploring new fisheries with an expectation
that quota rights would be allocated based on the
development. As most of this effort had been completed by
the end of 2004 converting the operation to profit-making
mode required different management and operational
decision-making. Changes have now been made and the
Ulladulla office has been closed and the number of
management and administration positions has been reduced.
Al fishing and marketing operations will now be managed out
of our Melbourne offices which are being upgraded.

We expect improved returns from our operations in Australia
next year.
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Argentina

The San Arawa |l fillet operation based in the port of Ushuaia
at the southern tip of South America had an improved result
for the year. This improvement occurred across the operation
in terms of improved catch rates, a stable and increasingly
skilled crew, better vessel management and improved returns
from a stable customer base that respects the quality of

our production.

Catch rates are improving as our knowledge of the hoki
fishery in Argentina increases. We are increasing our
understanding of the seasonal patterns and changes that
occur in this fishery. The fishery appears to be stable with the
government-set Total Allowable Catch (TAC) remaining steady
at 200,000 tonnes.

We have involved our crew in the efforts to improve the
efficiency and effectiveness of this operation and they have
responded well by increasing the daily production rates when
daily catches have been high. A key factor in the
improvement of this operation has been the increase in the
average daily production throughout each voyage. Sadly
during the year one of our crew was lost at sea. The vessel
conducted an extensive sea search but failed to locate the
crewman. A full investigation followed and the actions of the
master and crew have been found to be professional

and competent.

During the latter part of the year our crew relationships were
such that a strike involving almost all freezer vessels
operators did not impact on our operations and we were able
to continue fishing. The impact of the 90 day strike would
have been serious on our business.

Customer acceptance of the production of the vessel is such
that we are beginning to achieve market prices that are much

Discharging product directly into containers at Ushuaia, Argentina.

closer to our New Zealand production. Production from the
San Arawa |l is shipped to Europe, Asia and Australasia.

There are particular challenges with this operation and at
times some regulatory proposals threaten the viability of the
operation although so far we have been able to work through
these issues in a satisfactory way.

~ L
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Unloading the San Arawa Il in the middle of winter.

21




Annual Report 2005

Pacific Tuna Vessels Division

Vaughan Wilkinson
Business Development Manager

This past fishing year saw a major change to the operation
with the addition to the fleet of the purse seine vessel Ocean
Breeze following its purchase from Simunovich Fisheries
Limited in November 2004.

il 1D

San Nanumea, Keppel Slipway, Philippines.

In mid-November 2004 the San Nanumea underwent its
periodic three-yearly survey. This was undertaken at the
Keppel Shipyard in Cebu, Philippines where the vessel was
slipped, painted and other planned maintenance
requirements were carried out. The major survey work took
almost two months to complete with the vessel returning to
operation at the beginning of January 2005.

All three vessels continued to operate in the Western and
Central Pacific Ocean region until the end of March when
they relocated to fish in New Zealand waters for the summer
skipjack season. The vessels enjoyed good catch rates whilst
in New Zealand and returned to the Pacific in mid-May
except for the San Nikunau which underwent a partial
maintenance survey remaining in New Zealand for a further
three weeks before departing at the beginning of June.

Brailing tuna on board.

As advised in last years Annual Report due to both the San
Nanumea and San Nikunau having to undergo surveys, catch
levels were down this year compared to the previous year.
Catches by the San Nikunau were further impacted upon by
having two trips cut short due to unforeseen machinery and
engineering problems. However, the Ocean Breeze has
generally fished well since joining the operation with her catch
rates being comparable to previous years.

The reduction in overall catches resulting from lost fishing
time, combined with a persistently high United States dollar
exchange rate, led to lower than expected profitability.

Market prices for tuna in the Bangkok market remained
reasonably firm throughout the year which was pleasing
compared to other years where the price had fluctuated
dramatically. The price for the benchmark grade of 4 to 7.5lb
skipjack tuna started the fishing year in October at
US$1,100/mt. The price softened a little over the following
months to US$930/mt by July 2005 but rose again to
US$1,000/mt in August due to low supplies. The year closed
with prices softening again to around the US$850/mt mark
as skipjack entered the Bangkok market from Japan and the
Indian Ocean.
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Considerable effort was expended during the year to
constrain fishing costs in a difficult operating climate.
Efficiency gains were achieved for many of the operational
fishing costs. Nevertheless, the relentless rise in fuel costs to
new record levels throughout the year proved particularly
difficult to contend with. Fuel prices at the beginning of the
year were US$471/mt and rose to US$652/mt by year-end
— an increase in cost of around 38%. The price of fuel has
now tripled since the Pacific Tuna operation commenced

in 2001.

Further changes to the management of the operation are
being made to improve the catching performance of the
purse seine vessels. These ongoing refinements in the
catching operation, combined with a continued focus on cost
management, should contribute to an improved return on
investment in this current year.

Ocean Breeze.

The Western and Central Pacific Fisheries Commission was
finally established and held its inaugural meeting in Pohnpei,
Federated States of Micronesia in December 2004.

The Commission has responsibility for the conservation and
management of highly migratory species in the region and as
measures are introduced to ensure sustainability of the
stocks there will likely be some rationalisation of fishing effort.
Eventually decisions will be made to allocate fisheries
resources among the various participating nations. This
should lead to catch history based quota allocations to
Sanford Limited comparable to those achieved through the
QMS in New Zealand but reduced to allow 20% to be
allocated to Maori. Investigations to change the flag of these
vessels to ensure we receive the full benefit of our catch
history has proved difficult but is ongoing.
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Notes to the Financial Statements

for the year ended 30 September 2005

CONSOLIDATED PARENT

2005 2004 2005 2004
Note 20 — Capital Expenditure and Investments $000 $000 $000 $000
Commitments for capital expenditure 261 820 261 820
Commitments for investments 3,402 - 3,402 -

CONSOLIDATED PARENT

2005 2004 2005 2004
Note 21 — Contingent Liabilities $000 $000 $000 $000
Guarantees and Commitments:
Commitments to discounted letters of credit 5,808 3,695 3,695 3,695
Other 118 118 118 118

Note 22 — Financial Reporting for Segments

The Sanford Group of Companies operates predominantly in the one segment, harvesting, processing and selling seafood products.

Approximately 90% (2004: 90%) of the Group’s activities are carried out in New Zealand. There are no other significant reporting segments.

2005
Note 23 — Acquisitions $000
In October — December 2004 the Company made the following acquisitions:
The New Zealand fishing assets of Simunovich Fisheries Limited
Fishing quota 124,000
Fishing vessels 6,500
Property, machinery, fittings, motor vehicles and other rights 3,500
Brand use rights 3,000
Total 137,000
In Australia all the shares of Ocean Fresh Fisheries Pty Limited
Fishing quota, licences and rights 11,400
Fishing vessels 8,400
Total 19,800
In the Pacific the Purse Seine fishing vessel Ocean Breeze 9,200

The Directors have performed a fair value exercise in respect of the acquisition with no goodwill arising.
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Note 24 — Related Parties

Identity of related parties with whom material transactions have occurred
Note 25 identifies the principal entities within the Group. All of these entities are related parties of the Company.

There are no additional related parties with whom material transactions have taken place.

Types of related party transactions

The Parent Company enters the following transactions with related parties in the normal course of business:

— sale and purchase of fish stocks

— sale and purchase of fixed and long term assets

— management fees

All transactions take place on normal commercial terms.

Material related party transactions:

* Loans and advances to/from related parties — refer notes 13 and 14

* Revenue from related parties — refer note 2

* Payables and receivables to/from related parties — refer notes 10 and 16
= Interest received on loans to related parties - refer note 2

* Purchases from related parties — $10.3m (2004:$6.8m)
* Management fees charged to related parties — $572,000 (2004: $125,000)

Note 25 — Sanford Group

The Sanford Group comprises the following principal entities:

NAME

INTEREST HELD (%)

BALANCE DATE

PRINCIPAL ACTIVITY

Subsidiary Companies
New Zealand

Sanford Investments Limited 100 30 September Investment company
Auckland Fish Market Limited 100 30 September Auction and seafood school company
Auckland Fishing Port Limited 66.66 31 March Wharf company
Australia

Racovolis Amalgamated Fish Agents Pty Limited 100 30 September Fish catching and processing
Ocean Fresh Fisheries Pty Limited 100 30 September Fish catching and processing
Argentina

Pesquera Sanford Argentina SA 100 30 September Vessel leasing
Pesquera San Arawa SA 70 30 September Fish catching and processing
Associate Companies

New Zealand

Live Lobster Southland (1995) Limited 25 31 March Seafood processing
North Island Mussel Processors Limited 33.33 30 September Seafood processing
San Won Limited 50 30 September Cold storage
SS Fishing Limited 50 30 June Non-operating company
China

Weihai Dong Won Food Co Limited 25 31 December Seafood processing

Note 26 — Events Subsequent To Balance Date

On 23 November 2005, the Directors proposed a final dividend of 13 cents per share to be paid on 14 December 2005. This dividend has not
been provided for in the accounts at 30 September 2005, in accordance with the Company’s accounting policy detailed in Note 1.

On 5 October 2005, the Company increased its shareholding in Weihai Dong Won Food Co Limited to 40% for US$2.354m

There have been no other significant events occurring since balance date requiring disclosure.

39




In December 2002 the New Zealand Accounting Standards Review Board (ASRB) announced that International Financial Reporting Standards
(“IFRS”) in New Zealand will apply to all New Zealand entities for financial reporting periods commencing on or after 1 January 2007. Entities will
have an option to adopt IFRS for reporting periods commencing on or after 1 January 2005.

The ASRB approved the stable platform of New Zealand equivalents to International Accounting Standards on 24 November 2004. Compliance
with NZ IFRS will also ensure compliance with IFRS.

On adoption of IFRS comparative financial statements will need to be restated including opening balances of the comparative period. Most
adjustments on first adoption of IFRS will be made retrospectively against opening retained earnings of the comparative period.

The company will publish its first full annual financial statements under NZ IFRS for the year end 30 September 2008.

The company has commenced reviewing its accounting policies and the key areas expected to be affected by the adoption of NZ IFRS. The
financial impacts of transitioning to IFRS have not yet been quantified with any degree of certainty. Future developments may also change the
actual nature and extent of the adjustments required. However, the initial impact assessment has identified the areas most likely affected which are
set out below.

Quota
NZIAS 38 introduces new requirements in relation to quota assets which could change the carrying value of our quota on transition to IFRS.

Aquaculture

NZ IAS 41 requires immature biological assets such as our aquaculture assets (mussels, oysters and salmon) to be stated at fair value with
changes in fair values reflected in the income statement. Immature mussels and oysters are not currently included on our balance sheet. Salmon is
currently recorded at cost but under IFRS it would also need to be stated at fair value.

Financial Instruments

Under NZ IAS39, we will need to demonstrate that our forward contracts are an effective hedge. If this can be demonstrated, then any movement
in the fair value from period to period will be taken to a reserve within shareholders’ funds. The initial recognition of the fair value of any forward
contracts held at the time of first adoption of IFRS will be recognised against retained earnings.

Investments in listed shares will be valued at fair value with gains or losses recognised in equity or the income statement.

Long Service Leave
Under NZ IFRS long service leave will be required to be valued on an actuarial basis rather than on vesting as is the current treatment.

Deferred Taxation
The requirement under IFRS is to use a balance sheet approach to value all temporary differences between accounting and tax values rather than
a profit and loss approach. This is likely to result in the recognition of new deferred tax assets and liabilities.

Impairment Testing

Under IFRS, annual impairment testing is required for several classes of assets. Assets that have carrying amounts in excess of their recoverable
amounts will need to be written down to their recoverable amounts. These impairment losses are either recognised as an expense or for revalued
assets, may be offset against any revaluation surplus for that asset held in the revaluation reserve.
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Audit Report

To the shareholders of Sanford Limited

We have audited the financial statements on pages 26 to 40. The financial statements provide information about the past financial performance and
financial position of the company and group as at 30 September 2005. This information is stated in accordance with the accounting policies set out
on pages 30 to 31.

Directors’ responsibilities
The Directors are responsible for the preparation of financial statements which give a true and fair view of the financial position of the company and
group as at 30 September 2005 and the results of their operations and cash flows for the year ended on that date.

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

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

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

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

Our firm has also provided other services to the company and certain of its subsidiaries in relation to accounting and taxation services. Partners and
employees of our firm may also deal with the company and group on normal terms within the ordinary course of trading activities of the business

of the company and group. These matters have not impaired our independence as auditors of the company and group. The firm has no other
relationship with, or interest in, the company or any of its subsidiaries.

Unqualified opinion
We have obtained all the information and explanations we have required.

In our opinion:
* proper accounting records have been kept by the company as far as appears from our examination of those records;
« the financial statements on pages 26 to 40:

— comply with New Zealand generally accepted accounting practice;

— give a true and fair view of the financial position of the company and group as at 30 September 2005 and the results of their operations and
cash flows for the year ended on that date.

Our audit was completed on 23 November 2005 and our unqualified opinion is expressed as at that date.

iy

Auckland
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Shareholding Analysis SHAREHOLDERS SHAREHOLDINGS
as at 7 November 2005 Numbers % Numbers %
1-999 635 22.7 276,230 0.3
1,000 — 4,999 1,303 46.6 2,783,088 2.9
5,000 - 9,999 378 13.5 2,437,863 2.6
10,000 — 49,999 372 13.3 7,104,960 7.4
50,000 — 99,999 49 17 3,343,679 35
Over 100,000 61 2.2 79,717,897 83.3
2,798 100.0 95,663,717 100.0

Twenty Largest Shareholders

as at 7 November 2005 SHAREHOLDERS
Amalgamated Dairies Limited 35,822,078
New Zealand Central Securities Depository Limited* 9,293,160
Avalon Investment Trust Limited 8,793,352
NZ Guardian Trust Company Limited — A/c 46911900 4,574,870
NZ Guardian Trust Company Limited — A/c 01035700 2,571,508
Sanford Limited — Treasury Stock? 2,036,982
Sterling Nominees Limited 1,969,206
Hauraki Trading Company Limited 1,679,401
Peter Hanbury Masfen & Joanna Alison Masfen — P H Masfen Family No 2 A/C 1,382,656
William Douglas Goodfellow 1,169,858
Glade Buildings Limited 953,254
NZ Guardian Trust Company Limited — A/c 01036200 731,896
The Goodfellow Foundation Inc 518,687
John Heywood Taylor & Geoffrey Francis Lindberg — F V Lindberg A/C 506,314
Mary Dorcas Spackman 500,000
Auckland Medical Research Foundation 491,860
Geoffrey Francis Lindberg & John Heywood Taylor — G F Lindberg Family A/c 405,300
David Gwyn Lewis & Elizabeth Patricia Fraser & Peter Clendon Joyce 400,000
Rica Limited 391,155
Hubbard Churcher Trust Management Limited 386,425
1 New Zealand Central Securities Depository Limited provides a custodial depository
service to institutional shareholders and does not have a beneficial interest in these
shares. Its major holders are:
Citibank Nominees (New Zealand) Limited 2,422,537
Accident Compensation Corporation 1,664,965
National Nominees New Zealand Limited 1,183,142
ANZ Nominees Limited 818,046
Westpac Banking Corporation — Client Assets No 2 658,393
NZ Guardian Trust Investment Nominees Limited 499,009
Guardian Trust Investment Nominees (RWT) Limited 386,289
New Zealand Superannuation Fund Nominees Limited 362,675

2 The shares held by the Company as Treasury Stock have no voting rights.
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Substantial Security Holders

According to notices given to the Company under the Securities Amendment Act 1988, as at 5 December 2005 the following were substantial
security holders in the Company through having a relevant interest as below.

NUMBER OF VOTING SECURITIES DATE OF NOTICE
Avalon Investment Trust Limited 8,738,019 9 September 1998
Amalgamated Dairies Limited 35,822,078* 17 June 1999
Paul Gerard Keeling and Edgar William Preston 36,775,332* 4 November 2005

The total number of issued Voting Securities of Sanford Limited as at that date was 93,626,735.

Because of the provisions of the Securities Amendment Act 1988 more than one relevant interest can exist in the same Voting Security.

*Because Messrs Keeling and Preston have a relevant interest in Amalgamated Dairies Limited, the shares held by Amalgamated Dairies
Limited are included in the shares in which Messrs Keeling and Preston have a relevant interest.

Directors Shareholding BENEFICIAL INTEREST NON BENEFICIAL INTEREST ASSOCIATED PERSONS

as at 30 September 2005 2005 2004 2005 2004 2005 2004
D G Anderson 171,952 171,952 - - 287 287
E F Barratt 416,655 416,655 250,500 265,500 - -
M P Bitossi 74,650 74,650 - = 56,800 56,800
B S Cole 804 804 - - 6,220 6,220
W D Goodfellow 1,169,858 1,169,858 1,165,624 1,165,624 436,922 436,922
N L Mills 10,000 10,000 200,000 200,000 25,284 25,284
J G Todd 1,000 25,000 24,000 = - =

Mr Barratt is a Director of Sanford Investments Limited, trustee of the 2000 Staff Share Scheme.

Share Dealings by Directors

During the twelve months, Directors acquired or disposed of shares as follows:

DIRECTOR NUMBER OF SHARES ACQUIRED (DISPOSED) CONSIDERATION PER SHARE DATE

J G Todd (24,000) $4.50 1 September 2005

Directors Interest in Transactions

The Board passed a resolution on 2 February 2005 to confirm the current distribution amongst directors of $216,000 of the $250,000 pool
(approved by shareholders at the 2002 meeting).

Directors’ Indemnity and Insurance

The Company has insured all its Directors and the Directors of its subsidiaries against liabilities to other parties (except the Company or a related
party of the Company) that may arise from their positions as Directors. The insurance does not cover liabilities arising from criminal actions.
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DIRECTOR’S FEE SALARY, BENEFITS AND OTHER
PAYMENTS

) ) 2005 2004 2005 2004
Directors Remuneration s s s s
During the year, Directors received the following remuneration
(including the value of benefits):
D G Anderson 36,000 30,000 - -
E F Barratt - - 405,895 377,145
M P Bitossi 36,000 30,000 - -
B S Cole 36,000 30,000 - -
W D Goodfellow 36,000 30,000 - -
N L Mills 36,000 30,000 - -
J G Todd 36,000 30,000 - -

NUMBER OF EMPLOYEES

Employees Remuneration 2005 2004

During the year, the following numbers of employees received
remuneration and other benefits that exceeded $100,000:

$100,000 - $109,999
$110,000 - $119,999
$120,000 - $129,999
$130,000 - $139,999
$140,000 - $149,999
$150,000 - $159,999
$160,000 - $169,999
$180,000 - $189,999
$190,000 - $199,999
$200,000 - $209,999
$210,000 - $219,999
$220,000 - $229,999
$230,000 - $239,999
$240,000 - $249,999
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Management Directory

Head Office Inshore Fishing and Processing
E F Barratt Managing Director S L Walsh Division Manager
V H Wilkinson Business Development Manager K D Rosby Accountant
G L McNamara Company Secretary/Quota Manager AEHERE
D C Mcintosh Finance Manager J H Fitzgerald Vessel Manager
D J Evans Accounting & Systems Manager M E Hall Production Manager

B D Stubbs Services Manager
Marketing Tauranga

" et | D vanderNagel Manager

G J Burke Mar et!ng Manager . P A Pinkerton Fleet Supervisor
S T Davy Marketing Representative IR Steere Sales Manager
G R McGill Marketing Representative A C Stanley Production Manager
J 1 Quinn Marketing Representative N Dickson T —
DK Cawd.ron LOQ'SI_'CS Manage.r D N Anderson ECS Coldstores Manager
C R Manning Shipping Co-Ordinator _
T L Borrell Technical Manager Timaru
I D Cook Quality Manager B J Keelty Manager
S Jaganathan Food Safety Co-Ordinator J W Routhan Processing Manager

M J Finlayson Vessel Manager

) o D L Fridd Chief Engineer

International Fishing S Brown San Won Limited Manager
T B Birdsall Division Manager
| D Scroggie Australia, General Manager Aquacu|ture

E J Culley Division Manager
International Purse Seiners BW Champion  Accountant
M C de Beer Pacific Tuna Manager Havelock
R Kapiteli Pacific Tuna Operations Manager D Herbert Marine Farm Manager
Al Bond Industry Liaison Manager S J Gibb Factory Manager
P McCaffrey Branch Engineer
. . Kaeo
Deepwater FIShlng P J Harris Manager
G L Johansson Division Manager G E Richards Marine Farm Manager
J P Martyn Accountant Coromandel
S C Coles Charter Manager J C Barr Marine Farm Manager
A D Adamson Quota Manager
D J Shaw Longline Fleet Manager =11
S Collier Freezer Vessel Manager TM Foggo Mar'lager
S J Gibb Freezer Vessel Manager U7 MacDonaId S T
P G Perkins Freezer Vessel Manager AL TR [ IR
D C Woods Freezer Vessel Manager S ieie SRl [y s
S Marwick Mussel Farm Manager
P M Buxton Kaitangata Hatchery Manager
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Corporate Directory

Board of Directors Stock Exchange
W D Goodfellow, OBE, Chairman The Company’s shares trade on the New Zealand Stock
E F Barratt, Managing Director Exchange (NZX).

B S Cole, Deputy Chairman

D G Anderson NZX Trading Code: SAN

MP B.itOSSi' P The minimum marketable parcel on the Exchange is 100
N L Mils shares (price $2 to $5 per share) or 50 shares (price $5
J G Todd, CBE

to $10 per share).
Company Secretary Share Registrar

G L McNamara Computershare Investor Services Limited

) ) Level 2, 159 Hurstmere Road
Reg|stered Office Takapuna, North Shore City
Private Bag 92 119, Auckland Mail Centre

22 Jellicoe Street
Auckland 1020, New Zealand

Freemans Bay

Auckland 1001 Telephone + 64 9 488 8777

New Zealand Facsimile + 64 9 488 8787

Postal Address Enquiries

PO Box 443 Shareholders with enquiries about transactions, change of
Auckland 1015 address or dividend payments should contact

New Zealand Computershare Investor Services Limited.

Telephone + 64 9 379 4720 Telephone + 64 9 488 8777

Facsimile + 64 9 309 1190 Email enquiry@computershare.co.nz

Website www.sanford.co.nz Other queries should be directed to the Company Secretary
Email info@sanford.co.nz at the Registered Office.

Principal Bankers
ANZ National Bank Limited

Solicitors

Chapman Tripp
Fletcher Vautier Moore

Group Auditors

KPMG, Auckland

This report is printed using vegetable-based ink. This paper is 100% chlorine free and is sourced from a mill which recovers 98.5%
of all chemicals used.




