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2 BURNS PHILP FINANCE NEW ZEALAND LIMITED

Chairman’s Report

The Directors of Burns Philp Finance New Zealand Limited ("Burns Philp Finance New Zealand" or the “Company”) 
present the annual report on the results of the Company for the twelve month period ended December 31, 2009.

Activities of Burns Philp Finance New Zealand

The Company is a wholly-owned subsidiary of Burns, Philp & Company Pty Limited (“Burns Philp”).  It is a company 
incorporated for the sole purpose of issuing the Capital Notes (defined below).  The Company does not conduct 
any trading activities, but receives interest from a Burns Philp subsidiary in order to fund interest payable on the 
2011 Capital Notes (defined below).

The Company has reported a profit after tax of NZ$99,035 for the twelve month period ended December 31, 2009 
(compared to NZ$447,439 for the twelve month period ended December 31, 2008). The Company’s profit results 
from interest revenue generated on intercompany loans exceeding interest payments on the Capital Notes. With the 
redemption of one series of the Capital Notes in December 2008, interest revenue on intercompany loans reduced 
by more than interest payments on the residual Capital Notes, resulting in a reduced profit being reported for the 
twelve month period ended December 31, 2009.

Burns Philp guarantees the obligations of the Company in relation to the 2011 Capital Notes on an unsecured and 
subordinated basis.  Accordingly, the information in this annual report should be read in conjunction with the Burns 
Philp annual report for the twelve month period ended December 31, 2009.

Capital Notes

In 2003 Burns Philp Finance New Zealand issued NZ$212.5 million Capital Notes (the “Capital Notes”), comprising 
NZ$173.7 million 9.75% Five Year Capital Notes (the “2008 Capital Notes”) and NZ$38.8 million 9.95% Eight Year 
Capital Notes (the “2011 Capital Notes”).  Quotation and trading of the Capital Notes on the New Zealand Stock 
Exchange (“NZX”) commenced on July 1, 2003.

In accordance with its obligations under the Amended and Restated Trust Deed dated April 30, 2003 the Company 
compulsorily redeemed and cancelled all of the 2008 Capital Notes on their initial election date on December 15, 
2008 in accordance with condition 4.1(b) of that Deed.

Payment of Interest

Interest on the 2011 Capital Notes is payable quarterly in arrears on February 15, May 15, August 15 and  
November 15.  If the interest date is not a business day, payment will occur on the next business day after  
that date.

Graeme Hart
Chairman
March 19, 2010



32009 ANNUAL REPORT

The Company is a wholly-owned subsidiary of Burns Philp.  The Company’s Capital Notes were listed on the NZX 
on July 1, 2003. The Company does not have, and did not have during the twelve month period ended December 
31, 2009, any subsidiaries.

Board of Directors

The Directors of the Company as at December 31, 2009 and as at the date of this report, and their respective 
professional qualifications, experience and special responsibilities, are:

Name and qualifications		 Experience and special responsibilities

Graeme Hart MBA	 Chairman.  Appointed to the Board of the Company on April 9, 2003.  Member 
of the Audit Committee.  Mr Hart is the sole shareholder and a Director of Rank 
Group Limited ("Rank") which together with its related companies constitutes 
Rank Group.  Mr Hart is also the ultimate owner and a Director of:

•	 Carter Holt Harvey Limited (including the Evergreen Packaging Group), 
a company previously listed on the NZX and in the business of building 
supplies, pulp and paper, beverage packaging and wood products, mainly in 
Australia, the United States and New Zealand;

•	 Packaging Holdings Limited (and a number of its controlled entities including 
Reynolds Group Holdings Limited ("RGHL") and SIG Combibloc Group AG), 
a leading global manufacturer and supplier of consumer food and beverage 
packaging and storage products, operating through three segments, SIG, 
Reynolds Consumer and Closures; and

•	 Reynolds (NZ) Limited, a leading global designer, manufacturer and 
marketer of foil, film and plastic products that are sold to institutional food 
providers.

	 In addition, Mr Hart is a Director of a number of private investment companies.

Gregory Cole BCom	 Director.  Appointed to the Board of the Company and to the Audit Committee 
on December 23, 2009.  Mr Cole has been a senior executive of Rank Group 
since 2004 and is a Director and officer of a number of companies within Rank 
Group.  From 1994 to 2004 Mr Cole was a partner with Deloitte & Touche, a 
firm he joined in 1986.  Mr Cole is a member of the New Zealand Institute of 
Chartered Accountants.

Allen Hugli BCom	 Director.  Appointed to the Board of the Company on December 9, 2002.  Mr Hugli 
has been a senior executive of Rank Group since 1993 and Chief Financial Officer 
of Burns Philp since 1999.  Mr Hugli is also currently the Chief Financial Officer 
of Rank Group and RGHL and a Director and officer of a number of companies 
within the Rank Group.  Mr Hugli previously held positions in financial 
management and audit practices in Australia, Canada and New Zealand.

Bryce Murray CA, BMS	 Director.  Appointed to the Board of the Company on March 15, 2004.  Mr Murray 
is a senior Rank Group executive and has primary responsibility for the operational 
management of Carter Holt Harvey Limited.  Mr Murray joined Rank Group in 
1992 as Chief Financial Officer and held this position until 2004.  Mr Murray 
has held a number of roles involving financial control, financing, acquisitions, 
divestments and strategy and is a Director of a number of companies within 
the Rank Group.  Prior to joining Rank Group, Mr Murray was a partner with  
Deloitte & Touche.

Thomas Degnan ceased to be a Director on December 23, 2009.

Statutory Information
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Disclosure of Directors’ Relevant Interests

As at December 31, 2009

		  2011 Capital	 Burns Philp 
		  Notes	 Ordinary Shares

G R Hart(a)		  -	 1,629,315,312

G A Cole		  -	 -

A P Hugli		  -	 -

B M Murray		  -	 -

(a)	 Interests registered in the name of Nerva Investments Limited which is ultimately wholly owned by Mr Hart.

Distribution of Subordinated 2011 Capital Noteholders and 2011 Capital Note Holdings

As at January 31, 2010

		  Number of	 Number of 
		  noteholders	 notes

Size of holding

	 5,000 	– 		 9,999		  348	 1,915,000

	 10,000 	– 		 49,999		  887	 16,527,000

	 50,000 	– 		 99,999		  138	 7,698,000

	 100,000 	– 	499,999			  55	 8,065,000

	 500,000 	– 	999,999			  4	 2,345,000

	1,000,000 and over			   2	 2,266,000

Total					     1,434	 38,816,000

Geographical distribution

New Zealand		  1,405	 37,806,000

Rest of world		  29	 1,010,000

Total		  1,434	 38,816,000

Statutory Information (continued)
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20 Largest Registered Holders of 2011 Capital Notes

As at January 31, 2010

		  Number	 %

Graeme Laurence Beckett & Janine Dale Beckett & Alan Murray Paterson 
(Laudale A/c)	 1,199,000	 3.09

Custodial Services Limited (A/c 3)	 1,067,000	 2.75

FNZ Custodians Limited	 810,000	 2.09

Custodial Services Limited (A/c 2)	 535,000	 1.38

Tea Custodians Limited - NZCSD (TEAC40)	 500,000	 1.29

Woolf Fisher Trust Inc	 500,000	 1.29

Investment Custodial Services Limited (A/c C)	 375,000	 0.97

Custodial Services Limited (A/c 4)	 363,000	 0.94

Forsyth Barr Custodians Limited (A/c 1 M)	 313,000	 0.81

Maximilian Richard McCabe	 271,000	 0.70

Hamilton Holdings Limited	 250,000	 0.64

Xerof Holdings Limited	 250,000	 0.64

Parklands Limited	 231,000	 0.60

Geoffrey Franklin Hawkins & Carole Anne Hawkins	 225,000	 0.58

Jack Philip Goldsmith & Mercia Leah Goldsmith (Daresbury A/c)	 200,000	 0.52

Mark Bradbury Horton & Gillian Horton	 200,000	 0.52

Gerard Kline	 200,000	 0.52

Somsmith Nominees Limited (A/c 20538)	 200,000	 0.52

Helen Nancy Spratt	 200,000	 0.52

Ian Richard Seddon	 170,000	 0.44

	 		  8,059,000	 20.81
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Substantial Security Holders

As at January 31, 2010

Notice of the following substantial security holding (as defined by the Securities Markets Act 1988) had been 
received by the Company:

		  Number of 
		  ordinary shares	 %

Burns, Philp & Company Pty Limited		  100	 100.00

At January 31, 2010 the total number of issued voting securities of the Company was 100.

Interests Register

Details of the shareholdings held at the end of the financial period are set out under Disclosure of Directors’ Relevant 
Interests on page 4.

Specific Disclosure of Interest in any Transaction

No notices have been received during the financial period.

NZX Waivers

The following waivers have been granted by the NZX and remained applicable as at December 31, 2009.

Minimum holding

The NZX has granted the Company a waiver to allow the minimum holding of a tranche of Capital Notes to be 
Capital Notes with an aggregate principal amount of NZ$5,000.

Transfer restrictions

The NZX has granted the Company a waiver from Listing Rule 11.1.1 in relation to the provisions in the Restated  
Trust Deed that require that Capital Notes be transferred in minimum principal amounts of NZ$1,000 per tranche 
(or any lesser amount approved by the Company).

Directors’ Remuneration

No Director was paid or is entitled to receive any remuneration or any other benefits from the Company for acting 
as a Director or in any other capacity with respect to the period to December 31, 2009.

Auditor’s Remuneration

The Company has agreed to pay KPMG NZ$30,300 in audit fees for the period to December 31, 2009. In addition 
to the statutory audit, in accordance with the Restated Trust Deed, KPMG as auditors are required to report on 
certain debt covenant compliance matters. Fees in relation to this are NZ$11,000.  Other than these matters KPMG 
has not provided any other services to the Company during the period and accordingly no other fees have been paid 
to KPMG by the Company or any other entity in the Burns Philp Group (being Burns Philp and its controlled entities) 
with respect to services provided to the Company.

KPMG also provides audit and other services to the Burns Philp Group. Details of these services and payments for 
the period ended December 31, 2009 are set out in the Burns Philp 2009 Annual Report.

Principal Activities

The Company does not conduct any trading activities, but receives interest from a Burns Philp subsidiary in order to 
fund interest payable on the Capital Notes.  There have been no changes to its activities during, or subsequent to, 
the financial period.

Statutory Information (continued)
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Employees’ Remuneration

The Company does not have, and did not have during the period to December 31, 2009, any employees.

Donations

The Company has not made any donations during the period to December 31, 2009.

Credit Rating

Neither the Company nor the Capital Notes currently have a credit rating.

Enforcement Action by NZX

No enforcement action has been taken by the NZX during the period to December 31, 2009 under Listing  
Rule 5.4.2.

This annual report is dated March 19, 2010 and is signed on behalf of the Board of the Company:

Graeme Hart	 Bryce Murray
Chairman	 Director
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Corporate Governance Statement

This statement outlines the Company’s key corporate governance practices for the whole of the financial period.

Board Responsibilities

The Board is responsible for the overall corporate governance of the Company.

Composition of the Board

The names of the Directors of the Company in office at the date of this statement are set out on page 3 of this 
report. 

Procedures for the operation of the Board, including the appointment and removal of Directors, are governed by 
the Company’s Constitution.

Independent Professional Advice

Each Director is entitled to obtain independent professional advice in relation to their duties at the Company’s 
expense.

Audit Committee

The Board’s Audit Committee was constituted on August 29, 2003.  As at the date of this statement, the Audit 
Committee members are Mr Hart and Mr Cole.

The primary function of the Audit Committee is to provide advice to the Board in respect of the reliability and 
integrity of accounting policies and financial reporting and disclosure practices.

This function is carried out by reviewing the appropriateness of the accounting principles adopted in the composition 
and presentation of financial reports.

External Auditor

KPMG has been appointed external auditor of the Company, commencing with the period ended June 30, 2003. 

The external auditor is responsible for planning and carrying out a proper audit of the Company’s annual financial 
reports.

Internal Control Framework

The Board of the Company acknowledges that it is responsible for the overall internal control framework but 
recognises that no cost effective internal control system will preclude all errors and irregularities. The following 
internal control framework was in place during the financial period.

Internal controls

The Board of the Company assumes the primary responsibility for implementing internal controls and for the internal 
control environment. During the period the Company had in place a policy whereby the Chief Financial Officer of 
Burns Philp reports to the Company’s Audit Committee, on the operation and effectiveness of key internal controls. 
There is a process in place to ensure that any identified deficiencies in internal controls are followed up and acted 
upon.
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Code of Ethics

All Directors of the Company are expected to demonstrate ethical and appropriate behaviour in all areas of business 
so as to maintain its integrity and its reputation for fair and reasonable conduct. 

Director Dealings in Company Securities

Burns Philp has in place guidelines which apply to the sale and purchase of the 2011 Capital Notes.  The guidelines 
set out a notification and approval process.

In accordance with the Listing Rules of the NZX and the provisions of applicable legislation, the NZX is advised within 
five business days of any transactions conducted by the Directors in the securities.

Equal Access to Material Information

The Company is committed to providing all holders of the 2011 Capital Notes with accessible and timely information. 
The Company has procedures in place to enable all investors to have equal access to company information and to 
ensure that any price sensitive information is disclosed to the NZX in accordance with the continuous disclosure 
requirements of applicable legislation and the Listing Rules of the NZX. All information provided to the NZX is  
posted on the Burns Philp website.
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Directors’ Responsibility Statement

The Directors are pleased to present the financial statements of Burns Philp Finance New Zealand Limited (the 
"Company") for the twelve month period ended December 31, 2009.

In the opinion of the Directors of the Company the financial statements and notes set out on pages 12 to 31:

(a)	 comply with New Zealand generally accepted accounting practice and give a true and fair view of the financial 
position of the Company as at December 31, 2009 and of its performance for the twelve month period ended 
on that date; and

(b)	have been prepared in accordance with the accounting policies set out in note 3 which have been consistently 
applied and supported by reasonable judgements and estimates.

The Directors believe that proper accounting records have been kept which enable, with reasonable accuracy, the 
determination of the financial position of the Company and facilitate compliance of the financial statements with 
the Financial Reporting Act 1993.

Signed for and on behalf of the Board of Directors on March 19, 2010 in Auckland, New Zealand.

Graeme Hart	 Bryce Murray
Chairman	 Director
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Auditor's report

To the shareholder of Burns Philp Finance New Zealand Limited

We have audited the financial statements on pages 12 to 31. The financial statements provide information about 
the past financial performance of the company and its financial position as at December 31, 2009. This information 
is stated in accordance with the accounting policies set out on pages 15 to 22.

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 as at December 31, 2009 and the results of its 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 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.

Other than in our capacity as auditors we have no relationship with or interests in the company.

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 12 to 31:

−	 comply with New Zealand generally accepted accounting practice;

−	 give a true and fair view of the financial position of the company as at December 31, 2009 and the results 
of its operations and cash flows for the year ended on that date.

Our audit was completed on March 19, 2010 and our unqualified opinion is expressed as at that date.

KPMG
Auckland
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			   December 31

NZ$	 Note	 2009		  2008

Financial income	 8	 4,394,155	 23,085,592

Financial expenses	 8	 (4,125,564)	 (22,114,368)

Net financial income		  268,591	 971,224

General and administration expenses	 7	 (127,541)	 (266,153)

Profit before income tax		  141,050	 705,071

Income tax (expense)	 9	 (42,015)	 (257,632)

Profit for the period		  99,035	 447,439

Other comprehensive income for the period net of  
income tax		  -	 -

Total comprehensive income for the period		  99,035	 447,439

Profit attributable to:			 

Equity holders of the Company		  99,035	 447,439

			 

Total other comprehensive income attributable to:			 

Equity holders of the Company		  -	 -

			 

Earnings per share			 

Basic earnings per share		  990	 4,474

Diluted earnings per share		  990	 4,474

Statements of comprehensive income
For the period ended

The statements of comprehensive income should be read in conjunction with the notes to the financial statements.
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The statements of financial position and changes in equity should be read in conjunction with the notes to the financial 

statements.

Statements of financial position
As at

			   December 31

NZ$	 Note	 2009		  2008

Assets			 

Cash and cash equivalents	 10	 24,507	 217,074

Other receivables	 11,17	 40,677,674	 40,815,494

Total current assets		  40,702,181	 41,032,568

Total assets		  40,702,181	 41,032,568

			 

Liabilities			 

Other payables	 13	 577,861	 600,509

Current tax liabilities	 12	 42,315	 712,461

Total current liabilities		  620,176	 1,312,970

			 

Borrowings	 14	 38,238,665	 37,975,293

Total non-current liabilities		  38,238,665	 37,975,293

Total liabilities		  38,858,841	 39,288,263

Net assets 		  1,843,340	 1,744,305

			 

Equity			 

Share capital	 15	 100	 100

Retained earnings		  1,843,240	 1,744,205

Total equity 		  1,843,340	 1,744,305

Statements of changes in equity 
For the period ended

		  Retained	 Total 
NZ$ 	 Share capital	 earnings	 Equity

Balance at the beginning of the period	 100	 1,296,766	 1,296,866

Total comprehensive income for the period	 -	 447,439	 447,439

Balance at December 31, 2008	 100	 1,744,205	 1,744,305

				  

Balance at the beginning of the period	 100	 1,744,205	 1,744,305

Total comprehensive income for the period	 -	 99,035	 99,035

Balance at December 31, 2009	 100	 1,843,240	 1,843,340
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Statements of cash flows
For the period ended

			   December 31

NZ$		  2009		  2008

Cash flows from operating activities			 

Interest received		  4,531,975	 17,692,801

Interest paid		  (3,862,192)	 (20,806,427)

Payments to suppliers		  (150,189)	 (231,076)

Payments for transfer of tax losses		  (712,161)	 (759,528)

Net cash (used in) operating activities		  (192,567)	 (4,104,230)

Net cash from (used in) investing activities		  -	 -

Cash flows from financing activities			 

Repayment of related party receivable		  -	 178,000,000

Repayment of loans and borrowings - 2008 Capital Notes		  -	 (173,684,000)

Net cash from financing activities		  -	 4,316,000

Net (decrease) increase in cash and cash equivalents		  (192,567)	 211,770

Cash and cash equivalents at the beginning of the period 		  217,074	 5,304

Cash and cash equivalents at December 31		  24,507	 217,074

Reconciliation of the profit for the period with the net cash from operating activities 

For the period ended

			   December 31

NZ$		  2009		  2008

Profit for the period		  99,035	 447,439

Adjustments for:			 

Net financial (income)		  (268,591)	 (971,224)

Income tax expense		  42,015	 257,632

Interest paid		  (3,862,192)	 (20,806,427)

Interest received		  4,531,975	 17,692,801

Payments for transfer of tax losses from related entities		  (712,161)	 (759,528)

Change in other payables		  (22,648)	 35,077

Net cash (used in) operating activities		  (192,567)	 (4,104,230)

Significant non-cash financing and investing activities

There were no significant non-cash financing or investing activities and no unrealised gains or net changes during 
the current period or prior period.

The statements of cash flows should be read in conjunction with the notes to the financial statements.
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1.	 Reporting entity

Burns Philp Finance New Zealand Limited (the “Company”) is a company domiciled in New Zealand and registered 
under the Companies Act 1993.  The Company is an issuer as defined by the Financial Reporting Act.

The Company does not conduct any trading activities, but receives interest from a Burns Philp subsidiary in order to 
fund interest payable on the 2011 Capital Notes which were issued by the Company in 2003. There have been no 
changes to its activities during, or subsequent to, the financial period.

The address of the registered office of the Company is 173 Captain Springs Road, Onehunga, Auckland 1061, New 
Zealand.

2.	 Basis of preparation

2.1	 Statement of compliance

The financial statements have been prepared in accordance with New Zealand Generally Accepted Accounting 
Practice (“NZ GAAP”). They comply with New Zealand equivalents to International Financial Reporting Standards 
(“NZ IFRS”) and other applicable Financial Reporting Standards, as appropriate for profit-orientated entities. 
The financial statements also comply with International Financial Reporting Standards (“IFRS”) as issued by the 
International Accounting Standards Board.

The financial statements were approved by the Board of Directors (the “Directors”) on March 19, 2010.

2.2	 Going concern

The financial statements have been prepared using the going concern assumption. 

2.3	 Basis of measurement

The financial statements have been prepared under the historical cost convention. 

Information as disclosed in the statement of comprehensive income, statement of changes in equity and statement 
of cash flows for the current period is for the twelve month period ended December 31, 2009. Information for the 
comparative period is for the twelve month period ended December 31, 2008.

2.4	 Presentation currency

These financial statements are presented in New Zealand dollars (“NZ$”), which is the Company’s presentation 
currency. 

2.5	 Use of estimates and judgements

The preparation of financial statements requires the Directors to make judgements, estimates and assumptions 
that affect the application of accounting policies and the reported amounts of assets and liabilities, income and 
expenses and disclosure of contingent assets and liabilities. The estimates and associated assumptions are based on 
historical experience and various other factors that are believed to be reasonable under the circumstances. Actual 
results may differ from these estimates. These estimates and underlying assumptions are reviewed on an ongoing 
basis. Revisions to accounting estimates are recognised in the period in which the estimate is revised if the revision 
affects only that period or in the period of the revision and future periods if the revision affects both current and 
future periods.

Information about the significant areas of estimation uncertainty and critical judgements in applying accounting 
policies that have the most significant effect on the amounts recognised in the financial statements is described in 
note 4.

Notes to the financial statements
For the period ended December 31, 2009
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3.	 Significant accounting policies

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

3.1	 Foreign currency 

(a)	 Functional and presentation currency

Items included in the financial statements of the Company are measured using the currency of the primary economic 
environment in which the Company operates (the “functional currency”).  The financial statements are presented in 
NZ$, which is the presentation currency of the Company.

3.2	 Non-derivative financial instruments 

Non-derivative financial instruments comprise cash and cash equivalents, receivables, available-for-sale financial 
assets, trade and other payables and interest bearing borrowings.

A non-derivative financial instrument is recognised if the Company becomes a party to the contractual provisions of 
the instrument. Non-derivative financial assets are derecognised if the Company’s contractual rights to the cash flows 
from the financial assets expire or if the Company transfers the financial asset to another party without retaining 
control or substantially all the risks and rewards of the asset. Non-derivative financial liabilities are derecognised if 
the Company’s obligations specified in the contract expire or are discharged or cancelled.

Non-derivative financial instruments are recognised initially at fair value plus, for instruments not at fair value 
through the profit and loss, any directly attributable transaction costs. Subsequent to initial recognition non-
derivative financial instruments are measured as described below.

Non-derivative financial instruments are recognised on a gross basis unless a current and legal enforceable right 
to off-set exists and the Company intends to either settle the instrument net or realise the asset and liability 
simultaneously.

Upon initial acquisition the Company classifies its financial instruments in one of the following categories, which is 
dependent on the purpose for which the financial instruments were acquired. 

(a)	 Cash and cash equivalents

Cash and cash equivalents comprise cash on hand, deposits held at call with banks, and other short-term highly 
liquid investments with maturities of less than three months. Bank overdrafts are included within borrowings in 
current liabilities on the statement of financial position except where these are repayable on demand, in which case 
they are included separately as a component of current liabilities. For the purposes of the statements of cash flows, 
overdrafts are included as a component of cash and cash equivalents. 

(b)	 Financial instruments at fair value through profit or loss

An instrument is classified at fair value through profit or loss if it is held for trading or is designated as such upon 
initial recognition. Financial instruments are designated at fair value through profit or loss if the Company manages 
such investments and makes purchase and sale decisions based on their fair value. Upon initial recognition (at the 
trade date) attributable transaction costs are recognised in the statement of comprehensive income as a component 
of the profit or loss. Subsequent to initial recognition, financial instruments through profit or loss are measured at 
fair value, and changes therein are recognised in the statement of comprehensive income as a component of the 
profit or loss. 

(c)	 Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted 
in an active market. They are included in current assets, except for instruments with maturities greater than twelve 
months from the reporting date, which are classified as non-current assets. The Company’s loans and receivables 
comprise cash and cash equivalents and trade and other receivables (including related party receivables) which are 
stated at their cost less impairment losses. 

Notes to the financial statements (continued)
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(d)	 Held-to-maturity investments

Held-to-maturity investments are non-derivative financial assets with fixed or determinable payments and fixed 
maturity dates that the Company has the positive intention to hold to maturity. If the Company has the positive 
intent and ability to hold debt securities to maturity, then they are classified as held-to-maturity. Subsequent to initial 
recognition, held-to-maturity investments are measured at amortised cost using the effective interest rate method, 
less any impairment losses.

The effective interest rate method is a method of calculating the amortised cost of a financial instrument and 
allocating the interest over the relevant period. The effective interest rate is the rate that exactly discounts estimated 
future cash payments or receipts over the expected life of the financial instrument, or, where appropriate, a shorter 
period.

(e)	 Available-for-sale financial assets

Available-for-sale financial assets are non-derivative financial instruments that are either designated in this category 
or not classified in any of the other categories. They are included in non-current assets unless management intends 
to dispose of the investment within twelve months of the reporting date.

Available-for-sale financial assets are measured at fair value on initial recognition plus transaction costs. Subsequent 
to initial recognition, they are measured at fair value and changes therein, other than impairment losses and 
foreign exchange gains and losses on available-for-sale monetary items, are recognised directly in equity. When an 
investment is derecognised, the cumulative gain or loss in equity is transferred to the statement of comprehensive 
income.

(f)	 Other liabilities

Other liabilities comprise all non-derivative financial liabilities that are not disclosed as fair value through profit or loss. 
Other liabilities are classified as current liabilities unless the Company has an unconditional right to defer settlement 
of the liability for at least twelve months after the reporting date. The Company’s other liabilities comprise trade and 
other payables and interest bearing borrowings, including those with related parties, and are measured as follows:

(i)	 Trade and other payables

Subsequent to initial recognition trade and other payables are stated at cost.

(ii)	 Interest bearing borrowings including related parties

	Subsequent to initial recognition interest-bearing loans and borrowings are measured at amortised cost using 
the effective interest rate method.

3.3	 Impairment 

The carrying amounts of the Company’s assets are reviewed regularly and at least annually to determine whether 
there is any objective evidence of impairment. An impairment loss is recognised whenever the carrying amount of 
an asset or cash generating unit (“CGU”) exceeds its recoverable amount. Impairment losses directly reduce the 
carrying amount of assets and are recognised in the statement of comprehensive income as a component of the 
profit or loss.

(a)	 Impairment of loans and receivables

The recoverable amount of the Company’s loans and receivables carried at amortised cost is calculated as the 
present value of the estimated future cash flows, discounted at the original effective interest rate (i.e. the effective 
interest rate computed at the date of initial recognition of these financial assets). Receivables with a short duration 
are not discounted.

Impairment losses on individual instruments that are considered significant are determined on an individual basis 
through an evaluation of the specific instruments' exposures. For trade receivables which are not significant on an 
individual basis, impairment is assessed on a portfolio basis taking into consideration the number of days overdue 
and the historical loss experiences on a portfolio with a similar number of days overdue.
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3.	 Significant accounting policies (continued)

3.3	 Impairment (continued) 

(b)	 Non-financial assets

The carrying amounts of the Company’s non-financial assets are reviewed at least annually to determine whether 
there is any indication of impairment. If any such indicators exist then the asset or CGU’s recoverable amount is 
estimated. For goodwill and intangible assets that have indefinite lives or that are not yet available for use, recoverable 
amounts are estimated at least annually and whenever there is an indication that they may be impaired.

An impairment loss is recognised if the carrying amount of an asset or its CGU exceeds its recoverable amount. A 
CGU is the smallest identifiable asset group that generates cash flows that are largely independent from other assets 
and groups. Impairment losses are recognised in the statement of comprehensive income as a component of the 
profit or loss. Impairment losses recognised in respect of a CGU are allocated first to reduce the carrying amount 
of any goodwill allocated to the CGU and then to reduce the carrying amount of the other non-financial assets in 
the CGU on a pro-rata basis.

The recoverable amount of an asset or CGU is the greater of its value in use and its fair value less costs to sell. 
In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax 
discount rate that reflects current market assessments of the time value of money and the risks specific to the asset 
or CGU. 

In respect of assets, other than goodwill, impairment losses recognised in prior periods are assessed at each 
reporting date for any indications that the loss has decreased or no longer exists. An impairment loss is reversed if 
there has been a change in the estimates used to determine the recoverable amount. An impairment loss is reversed 
only to the extent that the asset’s carrying amount does not exceed the carrying amount that would have been 
determined net of depreciation or amortisation, if no impairment loss had been recognised.

3.4	 Dividends

Dividends to the Company’s shareholder are recognised as a liability in the Company’s financial statements in the 
period in which the dividends are declared. 

3.5	 Share capital

Ordinary shares are classified as equity. Costs directly attributable to the issue of new shares are shown in equity as 
a deduction from the proceeds.

3.6	 Financial income and expenses

Financial income comprises interest income. Interest income is recognised as it accrues using the effective interest 
rate method. 

Financial expenses comprise interest expense and impairment losses recognised on financial assets (except for trade 
receivables). All borrowing costs not qualifying for capitalisation are recognised in the statement of comprehensive 
income as a component of the profit or loss using the effective interest rate method.

3.7	 Income tax

Income tax expense comprises current and deferred tax. Income tax expense is recognised in the statement of 
comprehensive income as a component of the profit or loss except to the extent that it relates to items recognised 
directly in equity or other comprehensive income, in which case it is recognised with the associated items on a net 
basis.

Current tax is the expected tax payable on the taxable income for the period using tax rates enacted or substantively 
enacted at the reporting date, and any adjustment to tax payable in respect of previous periods.

Deferred tax is recognised using the balance sheet method providing for temporary differences between the 
carrying amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation 
purposes. Deferred tax is not recognised for the following temporary differences: the initial recognition of goodwill, 
the initial recognition of assets or liabilities in a transaction that is not a business combination and that affects 
neither accounting nor taxable profit and differences relating to investments in subsidiaries and jointly controlled 
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entities to the extent that they probably will not reverse in the foreseeable future and the Company is in a position 
to control the timing of the reversal of the temporary differences. Deferred tax is measured at the tax rates that are 
expected to be applied to the temporary differences when they reverse, based on the laws that have been enacted 
or substantively enacted by the reporting date.

A deferred tax asset is recognised to the extent that it is probable that future taxable profits will be available against 
which the temporary difference can be utilised. Deferred tax assets are reviewed at each reporting date and are 
reduced to the extent that it is no longer probable that the related tax benefit will be realised.

Additional income taxes that arise from the distribution of dividends are recognised at the same time the liability to 
pay the related dividend is recognised. Deferred income tax assets and liabilities in the same jurisdiction are off-set 
in the statement of financial position only to the extent where the right to off-set legally exists.

3.8	 Sales tax, value added tax and goods and services tax

All amounts (including cash flows) are shown exclusive of sales tax, value added tax (“VAT”) and goods and services 
tax (“GST”) to the extent reclaimable, except for receivables and payables that are stated inclusive of sales tax, VAT 
and GST.

3.9	 Segment reporting

The Company’s operating segments are identified on the basis of internal reports about components of the 
Company that are regularly reviewed by the Chief Operating Decision Maker (“CODM”) of the ultimate parent entity, 
Rank Group Limited (“Rank”), in order to allocate resources to the segment and to assess its performance.

3.10	 New and revised standards and interpretations

(a)	 Interpretations and amendments to existing standards effective in 2009

The following interpretations and standards which have not been previously early adopted were mandatory for the 
Company effective for the period ended December 31, 2009:

•	 NZ IFRIC 18 “Transfer of Assets from Customers” (effective from July 1, 2009). This interpretation applies to 
the accounting for transfers of items of property, plant and equipment by entities that receive such transfers 
from their customers. The interpretation requires that any asset recognised is measured at its fair value with 
a corresponding credit being recognised as either revenue or deferred revenue. The exact timing of the 
revenue recognition will depend on the facts and circumstances of each particular arrangement. In adopting 
this interpretation the Company has noted no impact as it currently does not enter into transactions whereby 
customers provide settlement for transactions through the provision of assets.

•	 NZ IFRIC 9 “IAS 39 “Financial Instruments: Recognition and Measurement - Reassessment of Embedded 
Derivatives (Amendment) (effective from July 1, 2009). This amendment requires an entity to assess whether 
an embedded derivative is to be separated from a host contract where an entity reclassifies a hybrid financial 
asset out of the fair value through profit and loss category. In adopting this amendment the Company has 
noted no impact on its historically presented financial information and the need to assess such requirements 
where changes in the future arise.  

•	 NZ IFRS 2 “Amendment: Group Cash-settled Share-based Payment Transactions”. (effective from January 1, 
2009) The amendment requires an entity receiving goods or services (“receiving entity”) in either an equity-
settled or a cash-settled share-based payment transaction to account for the transaction in its separate or 
individual financial statements. The current standard requires attribution of group share-based payment 
transactions only if they are equity-settled. In adopting this amendment the Company has noted no impact as 
it does not operate any share-based payment schemes.

•	 NZ IFRS 7 “Amendment: Significance of Financial Instruments for Financial Position or Performance” (effective 
from January 1, 2009) This amendment increases the clarity and provides additional guidance with an aim 
to enhance disclosures over fair value measurements relating to financial instruments, specifically in relation 
to disclosures over the inputs used in valuation techniques while improving disclosures over liquidity risk to 
address current diversity in practice in how such disclosure requirements are being interpreted and applied. The 
amendment also proposes quantitative disclosures based on how liquidity risk is managed so as to strengthen 
the relationship between quantitative and qualitative liquidity risk disclosures. In adopting this amendment the 
Company has noted no impact other than the additional disclosure requirements. 
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3.	 Significant accounting policies (continued)

3.10	 New and revised standards and interpretations (continued)

•	 NZ IAS 40 “Investment Property” Amendment (effective from January 1, 2009). This amendment (arising from 
the annual improvements projects) required entities that are constructing or developing assets for future use 
as investment property to account for them as investment property rather than property, plant and equipment 
during the construction and development stages. If the entity’s policy is to measure investment properties 
at fair value, any properties that are in the construction or development phase are required to be measured 
periodically at fair value. In adopting this amendment the Company has noted no impact as it does not 
currently have any investment property in the construction or development phases.

(b)	 Early adoption of new standards, interpretations and amendments

The Company has elected to adopt the following standards, interpretations and amendments to existing standards 
in advance of their effective dates:

•	 NZ IFRS 1 “First Time Adoption of International Financial Reporting Standards – additional exemptions for 
first time adopters” (effective for financial reporting periods commencing on or after June 30, 2009). The 
amendment to NZ IFRS 1 requires any company that uses the deemed cost exemption for oil and gas assets 
to disclose this fact and the basis under which the carrying amounts determined under previous GAAP were 
allocated. In early adopting this amendment the Company has noted no impact as it does not operate any oil 
and gas assets.

(c)	 New standards, interpretations and amendments previously early adopted

The Company has previously elected to early adopt the following standards, interpretations and amendments to 
existing standards in advance of their effective dates:

•	 NZ IAS 1 (revised) “Presentation of financial statements” (effective for reporting periods beginning on or after 
January 1, 2009). 

•	 NZ IFRS 8 “Operating Segments” (effective for reporting periods beginning on or after January 1, 2009).  

•	 NZ IAS 23 (revised) “Borrowing costs” (effective from January 1, 2009).

•	 NZ IFRS 2 “Amendments to share based payments: vesting conditions and cancellations” (effective for 
reporting periods beginning on or after January 1, 2009). 

•	 NZ IFRS 4 “Insurance contracts – amendments” (effective for reporting periods beginning on or after January 
1, 2009). 

•	 NZ IAS 32 and NZ IAS 1 “Amendment to puttable financial instruments and obligations arising on liquidation” 
(effective for reporting periods beginning on or after January 1, 2009).

•	 Amendments to NZ IAS 39 “Financial Instruments: Recognition and Measurement – Eligible Hedged Items” 
(effective for reporting periods beginning on or after July 1, 2009).

•	 NZ IFRIC 13 “Customer Loyalty Programmes” (effective for reporting periods beginning on or after July 1, 
2008).

•	 NZ IFRIC 15 “Agreements for the Construction of Real Estate” (effective for reporting periods beginning on or 
after January 1, 2009).

•	 NZ IFRIC 16 “Hedge of a Net Investment in a Foreign Operation” (effective for reporting periods beginning on 
or after October 1, 2008). 

•	 NZ IFRIC 17 “Distributions of Non-Cash Assets to Owners” (effective for reporting periods beginning on or 
after July 1, 2009). 

(d)	 Amendments to existing standards that are not yet effective and have not been early adopted by 
the Company

The following amendments and interpretations to existing standards are not yet effective for the period ended 
December 31, 2009, and have not been applied in preparing these  financial statements:

•	 NZ IFRS 1 and NZ IAS 27 “Amendments to Cost of an Investment in a Subsidiary, Jointly Controlled Entity or 
Associate” (effective for financial reporting periods commencing on or after June 30, 2009).
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•	 NZ IFRS 1 “First Time Adoption of International Financial Reporting Standards (restructured)” (effective for 
financial reporting periods commencing on or after June 30, 2009).

•	 NZ IFRS 3 “Business Combinations (revised)” (effective for financial reporting periods commencing on or after 
June 30, 2009).

•	 NZ IFRS 5 “Amendment – Measurement of non-current assets (or disposal groups) classified as held for sale” 
(effective for financial reporting periods commencing on or after January 1, 2010).

•	 NZ IFRS 9 “Financial Instruments” (effective for financial reporting periods commencing on or after January 1, 
2013). 

•	 NZ IAS 1 “Amendment – Presentation of financial statements” (effective for financial reporting periods 
commencing on or after January 1, 2010). 

•	 NZ IFRIC 14 “Amendments to IFRIC 14 IAS 19 – The limit on a Defined Benefit Assets, minimum funding 
requirement and their Interaction” (effective for reporting periods beginning on or after February 1, 2009).

•	 NZ IFRIC 19 “Extinguishment of financial liabilities with equity instruments” (effective for reporting periods 
beginning on or after February 1, 2010).                      

•	 NZ IAS 32 “Financial Instruments: Presentation - Classification of Rights Issues” (effective for financial reporting 
periods commencing on or after February 1, 2010).

•	 NZ IAS 39 “Amendment Embedded Derivatives” (effective for financial reporting periods commencing on or 
after June 30, 2009).

•	 Annual Improvements Process – Other Amendments (effective for financial reporting periods commencing on 
or after January 1, 2010).

The Directors anticipate that the above amendments and interpretations (with the exception of the revisions to NZ 
IFRS 3) will not have a material impact on the financial statements of the Company in the period of initial application. 
On the initial adoption of the revisions to NZ IFRS 3 the Company will be required to account for each business 
combination transaction from this date under the requirements of the revised standard. The impact of this will be 
to change the way in which the Company is required to measure the cost of each business combination, while also 
prescribing different methods for the accounting for items such as contingent consideration that may exist within 
an agreement. These changes will impact the profit or loss component of the statement of comprehensive income  
in the period of each transaction and potentially in each subsequent reporting period.

4.	 Critical accounting estimates and assumptions

In the process of applying the Company’s accounting policies management has made certain estimates and 
assumptions about the carrying values of assets and liabilities, income and expenses and the disclosure of contingent 
assets and liabilities. Management has not made any significant judgements apart from those involving estimations 
(as discussed below). The key assumptions concerning the future and other key sources of uncertainty in respect of 
estimates at the reporting date that have a significant risk of causing a material adjustment to the carrying amounts 
of assets and liabilities within the next financial reporting period are:

4.1	 Impairment of assets

(a)	 Other assets

Other assets are reviewed for impairment whenever events or changes in circumstances indicate that the carrying 
amount may not be recoverable.

4.2	 Realisation of deferred tax assets

The Company assesses the recoverability of deferred tax assets with reference to estimates of future taxable income. 
To the extent that actual taxable income differs to management’s estimate of future taxable income, the value of 
recognised deferred tax assets may be affected. Deferred tax assets have been recognised to offset deferred tax 
liabilities to the extent that the deferred tax assets and liabilities are expected to be realised in the same jurisdiction 
and reporting period. Deferred tax assets have also been recognised based on management’s best estimate of the 
recovery of these assets against future taxable income. 
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7.	 General and administrative expenses

The following items of expenditure are included in general and administrative expenses:

		  For the period ended December 31

NZ$		  2009		  2008

Auditor’s remuneration to KPMG, comprising:			 

     Audit fees		  30,300	 44,000

     Other audit related fees		  11,000	 12,000

Total auditor’s remuneration		  41,300	 56,000

Other fees		  52,358	 157,070

Other audit related services include services for the audit or review of financial information other than financial reports 
including examination of covenant compliance. Other fees include secretarial, consulting and professional fees.

8.	 Financial income and expenses

		  For the period ended December 31

NZ$		  2009		  2008

Interest income on bank accounts		  8,251	 156,377

Interest income on related party loans		  4,385,904	 22,929,215

Financial income		  4,394,155	 23,085,592

Effective interest expense on financial liabilities measured at amortised cost			 
	 9.75% 2008 Capital Notes		  -	 (16,180,537)

    	9.95% 2011 Capital Notes		  (3,862,192)	 (3,862,192)

    	Amortisation of deferred debt transaction costs		  (263,372)	 (2,071,639)

Financial expenses		  (4,125,564)	 (22,114,368)

Net financial income		  268,591	 971,224

5.	 Determination of fair values

A number of the Company’s accounting policies and associated disclosures require the determination of fair values 
for both financial and non-financial assets and liabilities. Fair values have been determined for measurement and/
or disclosure purposes based on the following methods. Where applicable, further information regarding the 
assumptions made in determining fair values is disclosed in the notes specific to that asset or liability.

5.1	 Trade and other receivables

The fair value of trade and other receivables is estimated as the present value of future cash flows, discounted at the 
market rate of interest at the reporting date. Given the short-term nature of trade receivables the carrying amount 
is a reasonable approximation of fair value.

5.2	 Non-derivative financial liabilities

Fair value, which is determined for disclosure purposes, is calculated by discounting the future contractual cash flows 
at the current market interest rates that are available for similar financial instruments.

6.	 Segment reporting

NZ IFRS 8 “Operating Segments” requires operating segments to be identified on the basis of internal reports about 
components of the Company that are regularly reviewed by the CODM in order to allocate resources to the segment 
and to assess its performance.

The Company operates in one segment only. All interest payments are made from, and all interest is received in, 
New Zealand in NZ$.

Notes to the financial statements (continued)
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9.	 Income tax

		  For the period ended December 31

NZ$		  2009		  2008

Current tax expense			 

Current period		  (42,315)	 (211,521)

Adjustment for prior periods		  300	 (504,239)

			   (42,015)	 (715,760)

Deferred tax expense			 

Adjustment for prior periods		  -	 458,128

			   -	 458,128

Total Income tax (expense)		  (42,015)	 (257,632)

9.1	 Reconciliation of effective tax rate

		  For the period ended December 31

NZ$		  2009		  2008

Profit before income tax		  141,050	 705,071

Income tax using the Company’s domestic tax rate of 30% (2008: 30%)	 (42,315)	 (211,521)

Net adjustment for prior periods		  300	 (46,111)

Prior period tax loss offsets		  712,161	 759,528

Compensation for prior period tax loss offsets		  (712,161)	 (759,528)

Total income tax (expense) 		  (42,015)	 (257,632)

9.2 	 Imputation credits

The Company does not hold any imputation credits (2008: nil).

10.	 Cash and cash equivalents

		  As at December 31

NZ$		  2009		  2008

Cash at bank and on hand		  24,507	 217,074

Total cash and cash equivalents		  24,507	 217,074

11.	 Other receivables

		  As at December 31

NZ$		  2009		  2008

Related party receivables		  40,677,674	 40,815,494

Total current other receivables		  40,677,674	 40,815,494
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13.	 Other payables

		  As at December 31

NZ$		  2009		  2008

Interest payable		  493,050	 493,050

Other payables		  84,811	 107,459

Total current other payables		  577,861	 600,509

14.	borrowings

This note provides information about the contractual terms of the Company’s interest bearing loans and borrowings. 
For more information about the Company’s exposure to interest rate and foreign currency risk, see note 16.

		  As at December 31

NZ$		  2009		  2008

Capital Notes		  38,816,000	 38,816,000

Transaction costs		  (577,335)	 (840,707)

Total non-current borrowings		  38,238,665	 37,975,293

Terms and debt repayment schedule

	 As at December 31	 As at December 31

			   Nominal	Y ear	 2009	 2009	 2008	 2008 
			   interest	 of	 Face	 Carrying	 Face	 Carrying 
NZ$	 Currency	 rate	 maturity	 value	 amount	 value	 amount

2011 Capital Notes	 NZ$	 9.95%	 2011	 38,816,000	 38,238,665	 38,816,000	 37,975,293

					     38,816,000	 38,238,665	 38,816,000	 37,975,293

During 2003 the Company issued Capital Notes with a principal value of NZ$212.5 million. The Capital Notes were 
issued in two series, one series which had an initial election date of December 15, 2008 and bore an interest rate 
of 9.75% per annum (“2008 Capital Notes”) and the other series which has an initial election date of November 15, 
2011 and bears an interest rate of 9.95% per annum (“2011 Capital Notes”).

On December 15, 2008 the Company redeemed all of the 2008 Capital Notes. 

Until May 20, 2009, the 2011 Capital Notes were guaranteed by Burns Philp and another of its subsidiaries, BPC 
Foods International Pty Limited (renamed LQ56 (BPFI) Pty Limited). Since that date the 2011 Capital Notes have 
been solely guaranteed by Burns Philp. The 2011 Capital Notes and the guarantees are unsecured and subordinated 
obligations of the Company and the guarantor, ranking behind all their other secured and unsecured liabilities. 

There are 19 noteholders holding 2011 Capital Notes with a face value greater than 10% of the Company’s 
equity.
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15.	 Equity

15.1	 Share capital

		  As at December 31

Number of shares		  2009		  2008

Balance at the beginning of the period		  100	 100

Balance at December 31		  100	 100

All issued ordinary shares are fully paid and have no par value. 

The holder of ordinary shares is entitled to receive dividends as declared from time to time and is entitled to one vote 
per share. All shares rank equally with regard to the Company’s residual assets in the event of a wind-up.

15.2	 Dividends

No dividends or distributions were declared and no dividend reinvestment plans were in operation in the current or 
prior period. 

15.3	 Capital management

The Directors are responsible for monitoring and managing the Company’s capital structure.

The Directors’ policy is to maintain an acceptable capital base to promote the confidence of its financiers and 
creditors and to sustain the future development of the business. The Directors monitor the Company's financial 
position to ensure that it complies at all times with its financial and other covenants as set out in its financing 
arrangements. 

In order to maintain or adjust the capital structure, the Directors may elect to take a number of measures, including 
for example to dispose of assets or operating segments of the business, change its short to medium term plans 
in respect of capital projects and working capital levels, or to re-balance the level of equity and external debt in 
place.

16.	 Financial risk management

16.1	 Overview

This note presents information about the Company’s exposure to market risk, credit risk and liquidity risk, and where 
applicable, the Company’s objectives, policies and procedures for managing these risks.

Exposure to market, credit and liquidity risks arise in the normal course of the Company’s business. The Directors of 
the Company and the ultimate parent entity have overall responsibility for the establishment and oversight of the 
Company’s risk management framework. 

The Directors have established a treasury policy that identifies risks faced by the Company and sets out policies and 
procedures to mitigate those risks. Risk management is primarily carried out by a centralised treasury function at 
the Rank Group Limited (“Rank Group”) level (the ultimate parent entity). The Directors have delegated authority 
levels and authorised the use of various financial instruments to a restricted number of personnel within the treasury 
function.

Monthly consolidated treasury reports are prepared at the Rank Group level for the Directors, who ensure compliance 
with risk management policies and procedures.

16.2	Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates and commodity 
prices will affect the Company’s cash flows or the fair value of its holdings of financial instruments. The objective of 
market risk management is to manage and control market risk exposures within acceptable parameters.

(a)	 Foreign exchange risk

Foreign currency risk is the risk that the value of the Company’s assets and liabilities will fluctuate due to changes 
in foreign exchange rates.  At balance sheet date the Company is not exposed to currency risk, as all assets and 
liabilities of the Company are held in its functional currency, being the New Zealand dollar.

Notes to the financial statements (continued)
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(b)	 Interest rate risk

The Company’s interest rate risk arises from long-term borrowings at fixed rates and deposits which earn interest 
at floating rates. Borrowings and deposits at floating rates expose the Company to cash flow interest rate risk. 
Borrowings at fixed rates expose the Company to fair value interest rate risk. 

The Company’s primary exposure is to fixed interest rates on borrowings and on related party receivables in New 
Zealand.

Any residual interest rate risk is managed at the Rank Group level. Rank Group adopts a policy of ensuring that 
approximately 50% of Rank Group’s consolidated exposure to changes in interest rates on borrowings is on a fixed 
rate basis. This is achieved by borrowing at fixed rates or entering into interest rate swaps. 

The following table sets out the Company’s interest rate risk repricing profile:

		  Total	 6 months	 6 to 12	 1 to 2	 2 to 5	 More than
NZ$		  or less	 months	 years	 years	 5 years

December 31, 2009

Fixed rate instruments

Loans and borrowings

	 2011 Capital Notes	 (38,238,665)	 -	 -	 (38,238,665)	 -	 -

Related party receivables	 40,667,674	 -	 40,667,674	 -	 -	 -

Total fixed  
rate instruments	 2,439,009	 -	 40,667,674	 (38,238,665)	 -	 -

Floating rate instruments

Cash and cash equivalents	 24,507	 24,507	 -	 -	 -	 -

Total variable  
rate instruments	 24,507	 24,507	 -	 -	 -	 -

Total	 2,463,516	 24,507	 40,677,674	 (38,238,665)	 -	 -

December 31, 2008

Fixed rate instruments

Loans and borrowings

	 2011 Capital Notes	 (37,975,293)	 -	 -	 -	 (37,975,293)	 -

Related party receivables	 40,815,494	 -	 40,815,494	 -	 -	 -

Total fixed  
rate instruments	 2,840,201	 -	 40,815,494	 -	 (37,975,293)	 -

Floating rate instruments

Cash and cash equivalents	 217,074	 217,074	 -	 -	 -	 -

Total variable  
rate instruments	 217,074	 217,074	 -	 -	 -	 -

Total	 3,057,275	 217,074	 40,815,494	 -	 (37,975,293)	 -

The Company’s sensitivity to interest rate risk can be expressed as follows:

(i)	 Fair value sensitivity analysis 

A change in interest rates impacts the fair value of the Company’s fixed rate borrowings and related party receivables. 
Fair value changes impact on the profit and loss component of the statement of comprehensive income. Given all 
debt instruments are carried at fixed interest rates, a change in interest rates would not impact the profit and loss 
component of the statement of comprehensive income.
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16.	 Financial risk management (continued)

16.3	Credit risk

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial instrument fails 
to meet its contractual obligations, and arises principally from the Company’s receivables from related entities. The 
carrying amount of financial assets represents the maximum credit exposure at the reporting date.  At balance date 
the only material receivable was due from a related party.

The Company’s exposure to credit risk is influenced mainly by the individual characteristics of each related party. 
Demographically there are no concentrations of credit risk. 

Historically there has been a low level of losses resulting from default by related entities. The carrying amount of 
financial assets represents the maximum credit exposure. 

16.4	 Liquidity risk

Liquidity risk is the risk that the Company will not meet its contractual obligations as they fall due. The Company’s 
approach to managing liquidity is to ensure that it will always have sufficient liquidity to meet its liabilities as and 
when they fall due and comply with bank covenants under both normal and stressed conditions.

The Company evaluates its liquidity requirements on an ongoing basis using a 13 week rolling forecast and ensures 
that it has sufficient cash on demand to meet expected operating expenses including the servicing of financial 
obligations. This excludes the potential impact of extreme circumstances that cannot reasonably be predicted, such 
as natural disasters. 

The Company generates sufficient cash flows from its operating activities to meet its obligations arising from its 
financial liabilities. The Company has internal limits in place in order to reduce the exposure to liquidity risk, as well 
as having access to lines of credit from related parties. 

The following table sets out contractual cash flows for all financial assets and liabilities. 

Notes to the financial statements (continued)
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December 31, 2008

Non-derivative  
financial assets

Cash and cash equivalents	 217,074	 217,074	 217,074	 -	 -	 -	 -

Other receivables	 40,815,494	 40,815,494	 40,815,494	 -	 -	 -	 -

Total financial assets	 41,032,568	 41,032,568	 41,032,568	 -	 -	 -	 -

Non-derivative  
financial liabilities

Other payables	 (600,509)	 (600,509)	 (600,509)	 -	 -	 -	 -

Loans and borrowings

	 2011 Capital Notes	 (37,975,293)	 (50,402,576)	 (1,931,096)	 (1,931,096)	 (3,862,192)	 (42,678,192)	 -

Total financial liabilities	 (38,575,802)	 (51,003,085)	 (2,531,605)	 (1,931,096)	 (3,862,192)	 (42,678,192)	 -

Net financial position	 2,456,766	 (9,970,517)	 38,500,963	 (1,931,096)	 (3,862,192)	 (42,678,192)	 -

In the case of financial liabilities the expected cash flows are not expected to be substantially different from contractual cash 
flows.

In the case of financial assets it is expected that the other receivables will be repaid in 2 to 5 years and that interest will be 
received until that point. 

NZ$	 Carrying	 Total	 6 months	 6 to 12	 1 to 2	 2 to 5	More than
		  amount		  or less	 months	 years	 years	 5 years

December 31, 2009

Non-derivative  
financial assets

Cash and cash equivalents	 24,507	 24,507	 24,507	 -	 -	 -	 -

Other receivables	 40,677,674	 40,677,674	 40,677,674	 -	 -	 -	 -

Total financial assets	 40,702,181	 40,702,181	 40,702,181	 -	 -	 -	 -

Non-derivative  
financial liabilities

Other payables	 (577,861)	 (577,861)	 (577,861)	 -	 -	 -	 -

Loans and borrowings

	 2011 Capital Notes	 (38,238,665)	 (46,540,384)	 (1,931,096)	 (1,931,096)	 (42,678,192)	 -	 -

Total financial liabilities	 (38,816,526)	 (47,118,245)	 (2,508,957)	 (1,931,096)	 (42,678,192)	 -	 -

Net financial position	 1,885,655	 (6,416,064)	 38,193,224	 (1,931,096)	 (42,678,192)	 -	 -
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16.	 Financial risk management (continued)

16.5	 Classification and fair values

NZ$	 Fair value					     Total	  
		  through the	 Available	 Held to	 Loans and	 Other	 carrying	 Fair
		  profit or loss	 for sale	 maturity	 receivables	 liabilities	 amount	 value

December 31, 2009

Assets

Cash and cash equivalents	 -	 -	 -	 24,507	 -	 24,507	 24,507

Trade and other receivables	 -	 -	 -	 40,677,674	 -	 40,677,674	 40,677,674

Total assets	 -	 -	 -	 40,702,181	 -	 40,702,181	 40,702,181

Liabilities

Other payables	 -	 -	 -	 -	 577,861	 577,861	 577,861

Loans and borrowings

	 2011 Capital Notes	 -	 -	 -	 -	 38,238,665	 38,238,665	 39,561,267

Total liabilities	 -	 -	 -	 -	 38,816,526	 38,816,526	 40,139,128

December 31, 2008

Assets

Cash and cash equivalents	 -	 -	 -	 217,074	 -	 217,074	 217,074

Trade and other receivables	 -	 -	 -	 40,815,494	 -	 40,815,494	 40,815,494

Total assets	 -	 -	 -	 41,032,568	 -	 41,032,568	 41,032,568

Liabilities

Other payables	 -	 -	 -	 -	 600,509	 600,509	 600,509

Loans and borrowings

	 2011 Capital Notes	 -	 -	 -	 -	 37,975,293	 37,975,293	 36,848,029

Total liabilities	 -	 -	 -	 -	 38,575,802	 38,575,802	 37,448,538

The methods used in determining fair values of financial instruments are discussed in note 5.
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17.	 Related parties

Parent and ultimate controlling party

The immediate Australian parent of the Company is Burns, Philp & Company Pty Limited. The ultimate controlling 
entity of the Company is Rank Group Limited and the ultimate shareholder is Mr G.R. Hart.

Related party transactions

The entities, the nature of the relationship and the types of transactions with which the Company entered into 
related party transactions during the period are detailed below:

Entity name	 Nature of relationship	 Nature of transactions

BPC Finance (N.Z.) Limited	 Related Party	 Loan to related party

	 Transaction values for the period	 Balances outstanding 
	 ended December 31	 as at December 31

NZ$	 2009	 2008	 2009	 2008

Transactions with other related parties

BPC Finance (N.Z.) Limited	 (137,820)	 (172,607,209)	 40,677,674	 40,815,494

All transactions and outstanding balances with BPC Finance (N.Z.) Limited are conducted on an arm’s length basis 
and are to be settled in cash. The interest rate for the loan is fixed at 11.45% per annum and the loan is repayable 
on demand. No related party debts have been written off or forgiven during the period.

18.	 Contingencies

The Company has provided a guarantee and security which secures a number of financings typically involving 
amounts extending to other companies in the Burns Philp Group (being Burns Philp and its controlled entities), all 
of which are senior in right of repayment to the Capital Notes.

The Company has provided an indemnity in respect of the bank bond provided to the New Zealand Exchange 
Limited for NZ$75,000 in connection with the Capital Notes.  The Indemnity has been granted on an unsecured 
basis and is not subordinated to other debt.

19.	 Subsequent events

There have been no events subsequent to balance date which would have a material effect on the Company’s 
financial statements at December 31, 2009.
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