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THE NEW ZEALAND WINE COMPANY
LIMITED

DI RECTORSGO6 REPORT
FOR THEEARENDED@BJUNEQI0

The Directors of The New Zealand Wine Company Limited (NZWC) present their 2010 full year operating results ar
Report for the 12 months ended 30 JunédNZWMO. audited financial statements for the Annual Report have been
prepared in accordanci tiid New Zealand equivalents to International Financial Reporting Standards (NZ IFRS).

Operating Results

Last year Directors predictedith@v er t he course of the next year the |
per i od Sally that ldas praved correct and the Operating Results for the past year need to be seen in context t
the Global Financial Crisis and the significant grape oversupply that the NZ wine industry has had to deal with.

NZWC net earnings for the 32040 full year resulted in an audited net losoaftgt,&58,000) which represents a
significant negative turnaround from the $1,283,000 net profit reported for the sameApauinthén @0SGnificant

NZ IFRS non cash revaluation agljiistat balance date contributed to the net loss after tax of ($1,898,000), which a
summarised below, and are detailed in the Annual Report Financial Statements and in the accompanying Note
Financial Statements.

The underlying ldsfore intest, NZ IFRS revaluation adjustments and infemileet®0 June 2010 full gkar
($46,000) is also lower than the $571,000 underlying profit reported for the same period in 2009, and is detailed in tl
Annual Report Income Statements and the adogrioaey to the Financial Statements.

Income Statement Summagyd 0 0 0 12 months 12 months
30 June 2010| 30 June 2009

Revenue $13,047 $12,518

Underlying profit/(loss) before NZ IFRS revaluations and income tax ($ 46) $ 571

Revaluation gains and losses

Unrealised émark to marketo6 gai n/ ($ 396) $ 2,580
held for trading

Unrealised loss from the revaluation of grape vinkssifiex$ as biological asseg ($1,383) ($ 726)

Unrealised loss in the value of harvested grapes valued at fair value ($ 306) ($ 366)

Realised gain/(loss) in the value of harvested grapes valued at fair value $ 96 ($ 216)
Profit/(loss) before income tax ($ 2,08 $1,843

Income tax expense $ 763 ($ 560)

Income tax expetisghange in depreciation of buildings $ (626) $ -

Profit/(loss) for the period ($ 1898 $1,283

The Ai nconiechahge in dep@dppeaseof buil dingsd adjustment of

results from the increase in deferred tax liability as a résoltwofethben ment 6 s 2010 Budget t a
the depreciation deductions for buildings with an estimated useful life of 50 years or more from th&12911/12 tax y
deferred tax liability adjustment is-@ffpnertash accounting entry arel hano i mpact on the <co
profitability, cafibws or dividend policy.

Basic earnings per share were negative at (21.9) cps for the 30 June 2010 full year with the comparable earnings |
for the 2009 year being 14.8 cps.

Net cash flofrom operating activities improved in 2010 through increased revenue, cost reductions and reduced in
to be strongly positive at $1,793,000.

With 8,677,199 shares on issue as at 30 June 2010 year end, net tangible asset backing wasiparggév share
the equivalent $2.53 per share reported for the same period in 2009.
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THE NEW ZEALAND WINE COMPANY
LIMITED

DI RECTORSGO6 REPORT
FOR THE YEAR ENDED 30 JUNE 2010 (CONTINUED)

Revenue
NZWC total revenue for the 30 June 2010 full year was $13,047,000 which represents a 4% increase on the $12
reported for the same period in 2009.

186,000 casales equivalents were sold in the June 2010 full year comi®&@&0Qa06 fiibesame period in 2009.

20% of NZWC 20d#ksesales equivalents came from bulk wine sales and revaonstraiasd by market impacts
flowing from the high level of New Zealand bulk wiN& sAlieegrowers have reported that bulk wine shipments
contribied 27% of the total New Zealand export wine volumes in 2010.

NZWC took the opportunity in November 2009 to close out a portion of its NZD/USD forward exchange book for t
2014 financial years after considering advice from its treasury mariagemedtradenue includes the realised
foreign exchange cash benefit of NZ$1,073,000.

Shareholders Balance Sheet Equity
Tot al sharehol der sd 8628000, a redustiona338Q®0 cordparedeto tBeletjudvalenta s
$21,938,000 remattfor the same period in 2009.

Property valuations have had a significant negative
prices which had a flow on impact to the market values of vineyard and Direetpassetsmissioned a June year

end valuation report from Alexander Hayward Limited to ensure that the valuations of the company properties refle
market conditions.

As at 30 June 2010 the total valuation of all company vineyard epemynasgets was $16,910,000 which was
$2,605,000 or 13% lower than the 30 June 2009 valuation of $19,&560E)00bEreduction in property values has
been taken up in the financial statements as:
- ($1,383,000) through the Income Statement as an unrealised loss on biological assets
{Note 20 Biological Aséetseduction in thaluation of grape vines
- (%$1,261,000) through the Statement of Financial Position as a reduction in Reserves in Equity
{Note 19 Property Plant and Equipmenteduction in the valuation of land, buildings and land
improvements excluding grape vines}
- $39,000 through the Statement of Financial Position in various asset accounts.

The$2,605,000 write down of compayandnand winery property assets was the key contribu®81Q00@ $
reduction in shareholders equity detailed in the statement of changes in equity.

Banking Covenants

NZWC is in full compliance with its ANZ National Bank Limited Financial Covenants, notwithstanding the reducti
value of the compaimyeyard and winery property agsststors are confident that NZWC will remain in full compliance
for the yeanded 30 June 2011.

Oversupply of Grapes and Bulk Wine Sales
The large 2008 and 2009 grape harvests produced an oversupply of wine estimated by NZ Winegrowers to have
43 million litres of bulk wine in 2009. The impact of discountedl&silknirselii@nal global branded wine sales has
became a millstone around the neck of the New Zealand wine industry. Among the problems created by the over:
wine are:

e Significant increases in bulk wine export sales

e Bulk wine being sold attleas the cost of production

e A disproportionate increase in the level of 60Own

e Falling retail prices of branded bottled wine
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THE NEW ZEALAND WINE COMPANY
LIMITED

DI RECTORSGO6 REPORT
FOR THE YEAR ENDED 30 JUNE 2010 (CONTINUED)

Oversupply of Grapes and Bulk VBakes(Continued)
e Falling per tonne prices of grapes
e Falling land and planted vineyard valuations
e Athreat to the Marlborough Sauvignon Blanc brand

The financial sustainability of the New Zealand wine industry has been severely tested by the high level of bulk wi
which rose from 20% of total New Zealand export sales in the June 2009 financial year to 27% (38 million litres) in
2010ihancial year. To put the 2009 and 2010 bulk wine sales into perspective they compare with 2008 bulk wine
5% of total New Zealand export sales.

The departure by the NZ wine industry from the basic fundamentals of building strongebramaedewittessaisfy
short term cashflow requirements, has damaged Brand Marlborough and Brand New Zealand wines.

The sheer volume of bulk wine sales at 27% of total export sales in 2010 created significant short term opportuni
number of suastial global companies who have been able to buy surplus bulk wine at low prices, in some c
significantly less than the cost of production, to become competitors who created new bottled wine labels with no |
brand equity that significantigneut the branded wine export prices of New Zealand wine companies.

The only sustainable solution for the NZ wine industry is to balance the supply of grapes harvested with demand
Zealand branded wine to ensure that large surpluses arieutiotyineduced on an ongoing basis.

It is a positive for the future of the NZ wine industry that the accumulated bulk wine surplus is reducing and that t
prices have recently been increasing above 2009 levels.

Directors believe that the Zealand wine industry needs to continue to act with restraint to limit the 2011 grape harve:
be in a position to balance the supply of grapes harvested with demand for New Zealand branded wine by Vintage 2

Vintage 2010

NZWC adopted a disciplipgucach to limiting its 2010 harvest yields and management worked hard to ensure that
companyds targeted 2010 grape harvest came in close
2,478 tonnes harvested in 2009. The lowear2@%Delds per hectare were also aimed at delivering higher quality
grapes to the winery to enable the companyds winemal

NZ Winegrowers has advised that the total 2010 New Zealand grape harvesonves 286&daction of 19,000
tonnes on the 285,000 tonnes harvested in 2009, which is good news for all wine companies and grape growers. -
New Zealand grape producing area was 33,200 Hectares and the average yield was 8.0 tonnesquktohactare comp
9.2 tonnes per hectare average yield in 2009.

Foreign Exchange

New Zealand Dollar foreign exchange risk management remains a key focus for the Board and Management wh
wor k closely wi t h t he NZWCO0 s t r e ate doreign emchamgeg e me n t
management strategies to minimise currency risks and maximise the benefits from operating an integrated Treasul
Management Policy.

The persistent strength of the NZD against the USD and GBP is having a significant negptisesatgsct on
margins and revenues, particularly in the UK market with NZD/GBP spot rates around 0.47 being unsustainable.
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FOR THE YEAR ENDED 30 JUNE 2010 (CONTINUED)

Foreign Exchandg€ontinued)

As at 30 June 2010 the company had $24 million of NZD forward cover in place for its NZD/AUD, NZD/USD and N
market exposures at attractive forward rates. The majority of the cover in place is for the NZD/AUD exposure an
would place more forveaneer in the event that the June 2010 balance date NZD/USD 0.71 and NZD/GBP 0.47 spot |
reduce to NZWCbs targeted forward cover activation

New Zealand Wine Industry Rationalisation and Growth Opportunities

Directors have previously adsfsm@holders that NZWC is pursuing a strategic growth plan to increase the scale of
company business from selling 200,000 cases of wine to grow to sell 500,000 cases annually which will provide
platform for financially sustainable earowats gr

Il ncreasing the scale of NZWCb6s worl dwide operation
opportunity to employnarket resources in our key markets to maintain direct relationships and leverage with |
customers with gieraurgency, while also providing better market intelligence. Increased scale would also add valt
delivering better operational efficiencies and would provide better options for equity and debt funding.

Over the past six months a number of mergemaisition opportunities have been evaluated but have not been
progressed beyond the review stage as they would not have added the necessary value to NZWC.

There is growing evidencehbatow on impacts from the oversupply of grapes frormnti€@09&arvests coupled
with the effect of the global financial crisis and a strong New Zealand DsltenésN#aciigaland Wine Industry
participants under financial stress

Directors are confident that there will be swétgleleandcquisibn opportunities available to the company in the year
ahead that will make financial sense to add value to NZWC and there are a number of equity and debt funding op
NZWC would carefully consider to fund suitable opportunities to grotheheustadss

Operating Results Outlook

NZWC is unable to provide reliable net earnings guidance for the June 201ladintecidZ yEaRS reporting
standard makes it difficult for an agricultural exporting company to predict what can be significant swings in the re
adjustments required to be made at each balance date. When coupled with the New Zealandobieenewendupply

the market distortions from the sales of discounted bulk wine it is impossible to provide meaningful eaenings guidan
full year.

NZWC branded wine case sales are budgeted to increase by more than 20% for the June 28ddirfstancial year
NZWCbs strategy of increased i nvest mdawever imarginsnand k e t i
underlying earnings will continue to be restraitiedNiativine industry clears the bulk wine oversupply. The ongoing
strength ohé NZD against the GBP and the USD in particular coupled with aggressive competition has also
reductions in sales revenue.

The Board is working hard with management to address the market issues and Rob White goes into some detail t
thisimi s CEOb&6s Report.

Directors and Management will continue to focus on the underlying profit before NZIFRS revaluations and income t:
a more reliable and consistent earnings benchmark.
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Dividend

Faced with reporting an underlying loss before revaluations and in@Gy@0¥Hrrah® full year to 30 June 2010
Directors have had to take a responsible approach and have resolved that the company should not pay a 2010 final
The total fully imputed dividends paid in 2010 will be restricted to the 2 deidsipivisteanre which was paid on 1

April 2010.

Directors are very conscious of the need to restore underlying earnings to the point that dividend payments can
restored in future and management will be working very hard to manage througkitige cdiffitittnis to return

NZWC to profitability. Directors will continue to review dividend payout levels against sustainable underlying earnin
NZ IFRS revaluations.

Directors Fees

The NZWC Remuneration Committee and the full board hdwdirest@wdees against those paid to other similar
organisations and believe that the current level of fees is appropriate in what are difficult times for skareholders a
charged with NZWC governance responsibilities.

The Board will notbe seeki any approval from sharehol ders to incr
October 2010.

Conclusion

Over the course of the next year the New Zealand wine industry as a whole will continue to face the toughest ch
seen for tweedades as the industry grapples with the clearance of the bulk wine surplus and the persistent strength
NZD.

Maintaining disciplined market driven supply restraint to control the 2011 harvest yields to match the level of det
NZWC brandédttled wine is critical to future success.

Directors believe that some rationalisation of the New Zealand wine industry is necessary as there are too many pe
for the retail shelf space that is available.

Directors are positive about the matiulong term future for New Zealand Wine and the NZWC Strategic Plan provid
a sustainable platform to bounce back and deliver sttmsgdcasiderlying earnings growth to add value for
shareholders, once the bulk wine surplus has been solddhitoeigiiage supply is balanced with the demand for
branded NZ wine.

The Board would like to thank Rob White, the management team and all NZWC staff for their hard work during v

been a very difficult year for everyone.

For and on behalf ofBloard of Directors

D>

Alton Jamiesg@hairman
26Augusk010
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The trading environment during the 12 monthstejutesl 3010 has been the most difficult faced by The New Zealand
Wine Company Limited (NZWC) and the New Zealand wine industry in the past seven years of my involvemel
industry. As outlined in the Directors Report the combinatiorsopiefaypes, a strong NZ dollar art@atbel
FinanciaCrisis has put intense pressure on revenue, margin, net earnings and cash flow management for all NZ w
and grape growers.

At NZWC we have taken a number of initiatives to ensurethis difficivié period and come out the other side in a
stronger position to compete effectively on the global market and recommence delivering adequate returns
shareholders.

1. Rather than take a short term view and reduce sales and marketing costs we have actually increase
investment in sales and marketing to drive sales ofqueanipremium and ultra pretmanded bottled
wine.

2. We have looked to expand distriblaéionels and implementing new initiatives to open up routes to market witt
a key driver being placing our own people in key markets.

3. Our environmental sustainability and quality initiatives are our important point of difference within an incre
compdtive market and we continue to invest in promotion of these.

4. By maintaining a disciplined approach to harvest yields we have ensured NZWC grape supply and sales de
balanced to avoid the need to sell bulk wine.

5. By tightly controlling costs anelcim®nitoring cash flow we have improved our cash position.

6. Through supporting NZ Winegrowers initiatives to rebuild the reputation of Brand Marlborough and Brand N
we remain confident in the future of the industry and can already seersagisgiedpiort sales volumes
combined with close management of vintage intakes will see us emerge from the currenspppiyems of over
and declining values.

Growth Strategy
In order to compete effectively in the global market we stronglyNZ&Ne€/Sategic Plan needs to be targeted to

grow the business to a level that provides us market leverage with the key accounts that control the majority of wi
We need temploy more-imarket resources to ensure direct relationships withrikeyase@stablished and achieve
greater speed of action and obtain better market information. Through greatdelsize eg@mamies of scale to
support operational efficiencies, public listing costs and environmental & quality progratnmpes/idigetiyeeater

options for equity and debt funding.

We believe that a target of 500,000 cases is the right strategic benchmark to enable gsotethcrieveaonings
recovergbjectives. The key initiatives and measures beindrta&dovtards these objectives over the next three years
are;
1. Brand building around premium, super premium and ultra premium wine brands utilising
environmental, sustainability and quality credentials.
2. Putting resources in place in key marketsastittubaipfocus on the USA and Australia to build on
existing relationships and open uputes to market.
3. Continued focus on operational performance in the vineyard, winery and administration to ensur
deliver quality product and service at ditioenguest.
4. Exploring any acquisition opportunities that add value to the business.

Brand Development

We will continue to position ourselves as a producer of premium New Zealand wines with an overriding focus of c
quality in the bottle. Ourpkéyt of difference is built on excellent environmentally sustainable and quality programmes.
cornerstone of these is carboféZévBio Gro New Zealand, Sustainable Winegrowing New Zealand and British Ret:
Consortium (BRC) quality standard.
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winery on environmentally sustainable angdrqatiigs which is reflected in our brands.

Green Ribbon Award
I'n June 2010 NZWC won t he New Zeal and Government 6
di fferenceb6 that is #@.. making quality wine with mi]

Weare all very proud of the award which recognizes the resources and investment that NZWC has chosen to ma
environmentally sustainable and quality prodoanimadsenefit of its customers.

Excellent distribution partnerships
In each of okey markets we are looking to build on our existing distribution partnerships and look to establish
channels to market.

In the USA we are continuistréagthen our Palm Bay relationships that are focused on growing our Grove Mill bre
together witheRedcliffe brand which we are looking to extend the supply arrangementTdirdugha®atim Bay

we arebuilding relationships with major grocery multipleémetagérsvhich we have just launched the Frog Haven
brand.

The UK market has b#senmost impacted by the supply of bulk wine with the sales of NZ wine dominated by retailers
brands and this together with the weak pound has driven down margins in this rRaBeteTém®gybwing the
presence of Grove Mill as a specialfidt inrthe on premise and specialist wine retailer segments. Our long standin
relationship with Sainsburyés continues to be stron
60House Brandd Mar | bor oergnbhe wBichwe sugply.oNfe havd camnrtenc@dadevel@menthoe
new business relationships with a number of otlgeoceajomultipletailers whom we have supplied product to this
year.

We see Australia as a major opportunity as it is currently lohex iigriket for NZWC yet delivers good sustainable
margins. We are working with our existing distribution partners to grow the Grove Mill brand and at the same time a
to build direct supply relationshigargétwineetailers. The internedrsfel also remains a target for growth through our
long standing relationship with Get Wines Direct.

New Zealand has been a success story for us this year with volumes nearly doubling to 40,000 cases. We have
pronged approach to the market working with Independent Liquor who primarily focuses on the Sanctuary brand
Foodstuffs, directliyhvirtogressive Enterprises using our Grove Mill brand and the internet channel via Blackmarket
the Frog Haven brand. We have a weakness in New Zealand in the on premise sector which while relatively lower
opportunity does provide optioaséoour brand profile and we will be exploring options this year to exploit this channel

Inrmarket resources
A cornerstone to our growth strategy is the placement of our own in market resources in key markets.
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Andrew Barraclough has been in place in the UK market for some time and has ensured a smooth transition to
Distributor PLB. He has been supporting their efforts to grow the Grove Mill brand while dévtkégegeahEm
necessary direct relationships with the key retailers. Andrew has also commenced the development of the wider |
market with some success in Scandinavia and Germany and good potential in Ireland. We continue to look to secul
listing for an environmentally positioned brand in a major UK multiple but this remains difficult giverléhe increase
owns brands currently filling the shelves.

Peter Scutts has had lengthy experience in the wine industry and hastdgenarktfemmn Sydney to implement our
Australian business plan and will be our Australian Business Manager for the next year. As well as working with ot
distribution partners Peter is ainboddalirect strong supply relationshilasgeitivineetailersAs part of this process

we have appointed an Australian PR agency to help grow brand awareness

We have plans in place to relocate our Sales Manager, Boyd Gardner, to USA mitially feriacs He will provide
in market spprt to our distribution partners and develop direct relationships with major grocery multiples

Establishment of an alternate (more direct) channel to market in USA

We are exploring options to work with a small West Coast USA wine import ¢éogha&igbinresment in Lineage
Imports LLC with an objective of providing -smanleetininfrastructure, securing import / distribution licenses and
developing direct relationships with major grocery dAsilfypldsof this strategy we will launcivieonmentally
focussed new brand called eco.love wines utilzamgoblzefet ™wine, initially into the California market. A key
component of this product launch will be the use of social media to promote the brand to the yoarrgss deenographic
state.

Winemaking

Our focus in the winery is to invest in an excellent, sustainable practice wirenyiroansanitad credentials
compliance and the highest level of cprajifyance under the BRC standards. Weraitude high qtyalvine and

through an active new product development programme around Reserve and Single Vineyard wines targeted at bt
reputation and recognition gfreariunsuper premium and ultra prebriamds. To achieve this we look to retain and
attrazt the best people and have an active research and development plan.

Vineyards
Our objective is to grow and secure high qualigcgoagesy to best viticulture practice. To achieve this we focus on a

number of areas;
e Good sustainable contract grelationships.
e Employ the best people to manage our vineyards with a focus on continuous improvement and cost efficien
e Ensure we keep abreast of the best viticulture practices
e Compliance with Sustainable Winegrowing NZ, c&eb&EAdBRC requineents.

| would like to take this opportunity to thank all our contract growers who have worked with us constructively to e
achieve the best possible outcome in what is very challenging times in the industry.

I would also especially like to tHastéafwho have worked extremely hard through difficult times to ensure we remain |
good position to move forward with a positive outlook towards the next few years.

el
/

/
Rob Whit€EO
26 August 2010



THE NEW ZEALAND WINE COMPANY
LIMITED

DI RECTORSO6 RESPONSIBILITY ST
FOR THE YEARIDED 30 JUNE 2010

The Directors are responsible for the preparation, in accordance with New Zealand law and generally accepted ac
practice, of financial statements which give a true and fair view of the financial position of The Clenvpaegland Wine
Limited and Group as at 30 Julea?@d the results of their operations and cash flows for the year end#@l 30 June 20

The Directors consider that the financial statements of the Company and the Group have been prepared using ac
policiesappropriate to the Company and Group circumstances, consistently applied and supported by reasonab
prudent judgements and estimates, and that all applicable New Zealand Equivalents to International Financial R
Standards have been followed.

The Directors have responsibility for ensuring that proper accounting records have been kept which enable, with re
accuracy, the determination of the financial position of the Company and Group and enable them to ensure that the
statemestcomply with the Financial Reporting Act 1993.

The Directors have responsibility for the maintenance of a system of internal control designed to provide rea
assurance as to the integrity and reliability of financial reporting. The Dardbatradeqsate steps have been taken

to safeguard the assets of the Company and Group and to prevent and detect fraud and other irregularities.

The Directors are pleased to present the financial statements of The New Zealand Wine Compapyfdirttieed and Gr
year ended 30 Juné®0

This annual report is dagAwyust 2D and is signed in accordance with a resolution of the Directors made that da
pursuant to section 211(1)(k) of the Companies Act 1993.

For and on behalf of the Directors

o e

Alton Jamieson David Appleby
Chairman Director
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INCOMISTATEMENT
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Revenue

Expenses

Excise duty

Cosbf sales

Distribution expenses

Marketing expenses

Administration expenses

Expenses excluding interest

Underlying profit before interest, revaluations & income tax
Interest revenue

Interest expense

Net finance costs

Underlying profifloss)before revaluations & income tax
Revaluation gains and losses

Unrealised gain/(loss) in fair value of fassstifibibiliti¢held for
trading

Unrealised gain/(loss) on biological assets

Unrealised (loss)/gain on harvested grapes

Realised (loss)/gain on harvested grapes
Profif(loss)before income tax

Income tax expense

Income tax experisghange in depreciation on buildings

Profit(loss)for the period

Basic Earnings per share cps (after tax)

Diluted Earnings per share cps (after tax)

Note

25(K)/
26.1.1
20/
26.1.2

26.1.3
26.1.4
3
5.1
5.1

Parent & Groug Parent & Groug

2010 2009
$60 $60
13,047 12,518
(911) (429)
(8,548) (8,269)
(202) (232)
(1,505) (1,169)
(1,221) (1,042)
(12,387)  (11,141)
660 1,377
30 31
(736) (837)
(706) (806)
(46) 571
(396) 2,580
(1,383) (726)
(306) (366)
96 (216)
(2,03) 1,843
763 (560)
(626) -
(1899 1,283
1.9 14.8
1.3 14.6

These financial statements should be read in conjunctiootesttottieeNinancial statements onlgegds.
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THE NEW ZEALAND WINE COMPANY
LIMITED

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 30 JUNE 2010

Parent & Groug Parent & Groug.

2010 2009

Note $60 $60

Profit(loss)for the period (1899 1,283
Other comprehensive income:

Revaluation of property, plant and equipment 19 (1,261) (14)

Income tax on items taken directly to or transfeespdtfrom 5.2 195 (26)

Other comprehensive income for the period, net of tax (1,066) (40)

Totalcomprehensivencomé(expenseior the periodnet of tax (2969 1,243

STATEMENT OF CHANGES IN EQUITY
FOR THFEARENDED@JUNE20L0

Employee
Equity
Fully Paid Asset Settled
Ordinary  Revaluation  Benefits Retained

Parent & Group Shares Reserve Reserve  Earnings Total

Note $060 $60 $060 $060 $060
Equity atl July 2009 9,619 3,889 17 8,413 21938
Totalcomprehensivencomé(expenseior the
period - (1,066) - (1899 (2969
Contributions by owners 9 - - - - -
Distributions to owners 8 - - - (347) (347)
Sharebased payment 11 - - 1) 2 1
Transactions with ownedsiring the period - - 1) (3%6) (346)
Added to equity during tiperiod - (1,066) ()] (2,243 (3,310
Equity aB0 June 2010 9,619 2,823 16 6170 18,628
Dividends paid per share cps 7 4.0
Equity atl July 208 9,619 3,929 15 7,737 21,300
Totalcomprehensivancomé(expenseior the
period - (40) - 1,283 1,243
Contributions by owners 9 - - - - -
Distributions to owners 8 - - - (607) (607)
Sharebased payment 11 - - 2 - 2
Transactions with ownedsiring the period - - 2 (607) (605)
Added to equity during the period - (40) 2 676 638
Equity aB0 June2009 9,619 3,889 17 8,413 21,938
Dividends paid per share cps 7 7.0

These financial statements should be read in conjunctiootesttottieeNinancial statements onlgagds.

-12-



THE NEW ZEALAND WINE COMPANY
LIMITED

STATEMENT OF FINANCIAL POSITION
AS AT 30 JUNE 2010

Parent & Groug Parent & Groug.

2010 2009
Note $060 $060
CURRENT ASSETS
Cash and cash equivalents 23.1 273 -
Trade and other receivables 16 3,976 4,383
Other financial assets 15 1,424 1,114
Inventories 17 11,093 12,164
Current tax assets 5.3 265 295
Assets available for sale 18 - 113
Prepaid expenses 450 421
17,481 18,490
NONCURRENT ASSETS
Property, plant and equipment 19 14,699 15,554
Biological assets 20 6,737 8,443
Intangible assets 21 12 17
Investments 22 10 10
Other financial assets 15 1,236 1,911
Other nonurrent receivables 1 25
22,695 25,960
TOTAL ASSETS 40,176 44,450

These financial statements should be read in conjunctiootesttottieeNinancial statements onlgagds.
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THE NEW ZEALAND WINE COMPANY
LIMITED

STATEMENT OF FINANCIAL POSITION
AS AT 30 JUNE 2010 (CONTINUED)

Parent & Groug Parent & Groug.

2010 2009
Note $60 $060
CURRENT LIABILITIES
Trade and other payables 13 1,741 2,171
Loans and borrowings 14 3,975 2,649
Other financiabilities 15 98 74
5814 4,894
NONCURRENT LIABILITIES
Loans and borrowings 14 11,968 13,594
Other financial liabilities 15 280 262
Deferred tax liabilities 5.4 3,486 3,762
15,734 17,618
TOTAL LIABILITIES 21,548 22,512
EQUITY
Share capital 9 9,619 9,619
Reserves 11 2,839 3,906
Retained earnings 12 6170 8,413
TOTAL EQUITY 18,628 21,938
TOTAL LIABILITIES AND EQUITY 40,176 44,450

These financial statements should be read in conjunctiNotesttottiee financial statements onlgagds.
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THE NEW ZEALAND WINE COMPANY

LIMITED

STATEMENT @ASH FLO®/

FOR THFEARENDED@BJUNERQ10

CASH FLOWS FROM OPERATING ACTIVITIES
Cash was provided from (applied to)

Receipts from customers

Interest received

Payments to suppliers and employees

Interest and other costs of finance paid

Interest capitalised into inventories

Income tax paid

Net cash flow from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Cash was provided from (applied to)

Sale of property, plant and equipment

Purchase of property, plant and equipment and biol
assets

Interest capitalised into biological assets
Purchase of intangible assets

Growe& Otheloars repaid (advanced)
Net cash flow from investing activities
CASH FLOW FROM FINANBIIGBVITIES
Cash was provided for (applied to)
Issue of equity share capital

Loans advanced

Loans repaid

Dividends paid

Net cash flow from financing activities
Net increaqelecrease) in cash held

Cash and cash equivalents/(Bank overdraft) at begi
period

Cash and cash equivalents/(Bank overdraft) at end
Comprising: Cash and cash equivalents

Bank overdraft

Note

23.3

23.1

Parent & Groug  Parent & Groug
2010 2009
$060 $60
15,228 13,189
30 31
(12549 (12,853)
(B33 (816)
(276) (328)
86 (251)
1,793 (1,028)
116 -
619 (1,320)
(29) (46)
- (10)
(342) 89
(879 (1,287)
2,350 3,650
(2,017) (2,010)
(347) (607)
(14) 1,033
905 (1,282)
(632) 650
273 (632)
273 -
- (632)
273 (632)

These financial statements should be read in conjunctiootestiottieeNinancial statements onlgegds.
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THE NEW ZEALAND WINE COMPANY
LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THFEARENDEDBJUNE2(10

1. REPORTINENTITY

The New Zealand Wine Company Limited ("the Company", the Parent) is a company domiciled in New Zealand
registered under the Companies Act 1993 and listed on the NZAX Board of the New Zealand Stock Exchange
(ANZX0) . T he Compfahe Financal Raporting Acs 1993r The rContpany is an integrated
winecompany producing table wines operating wholly within the Neneiwhlatrg.

2. SUMMARY O¥CCOUNTING POLICIES

The financial statements of The New Zealand Wine Company Limited ("the Company") and its subsidiaries (togethe
referred to as fAthe Groupod) have been prepared in a
Zealand ('NZ GAAP") and théreetents of the Companies Act 1993 and the Financial Reporting Act 1993. The
Company is a profiented company incorporated in New Zealand with its registered office at 13 Waihopai Valley
Road, Renwick, Marlborough, New Zealand.

21 STATEMENT OF G@NANCE

The Company is a reporting entity for the purpose of the Financial Reporting Act 1993 and its financial statement
comply with that Act.

The financial statements have been prepared in accordance with Generally Accepted Accounting Practice in Ne\
Zealand. They comply with New Zealand equivalents to International Financial Reporting Standards (‘NZ IFRS') ar
other applicable Financial Reporting Standards as appropri@eefttegrefitities. The financial statements

comply with Internatidfinancial Reporting Standards ('IFRSs').

The financial statements were authorised for issue by the DérAcigustdiiR
22 BASIS FOR PREPARATION

The financial statements have been preparetistortbalast basis except for land kanldlings, biological

assets and derivative financial instruments each of which have been measured at fair value. Accrual accounting i
used to recognise revenue and expenses. The reporting currency is New Zealand dollars and all values are rounde
to thenearest thousand dollars ($'000).

Judgements and Estimaticgarsd Accounting Policies

In the application of NZ IFRS the Directors are required to make judgements, estimates and assumptions abou
carrying values of assets and liabilities that are Incappeint from other sources. The estimates and
associated assumptions are based on historical experience and various other factors that are believed to be
reasonable under the circumstance, the results of which form the basis of making tbteigldgsntsntsayA

differ from these estimates. The estimates and underlying assumptions are reviewed on an ongoing basis. Revisior
to accounting estimates are recognised in the period in which the estimate is revised if the revision affects only th:
perod, or in the period of the revision and future periods if the revision affects both current and future periods.

The areas of estimation and critical judgehiemtsave dsificant risk of material adjustmtregsanfinancial
statementelatett he i ndependent val uat iintegraed videyatdhssttd@eoup ds | a
material the major assumptiormitiieed in the relevant accounting policy or releasufolames:

* Agriculture (biological assefgr note 2.32) * Property, plant and equiprnefer note 2.3.10, 19

The Directors continually review all accounting policies and areas of judgement in presenting the financial
statements.

Accounting policies are selected and applied in a manner whicht éhsuresutting financial information

satisfies the concepts of relevance and reliability, thereby ensuring that the substance of the underlying transactior
or other events is report&dsummary of significant accounting policies and signifitigt esthoates and

judgements under NZ IFRS is disclosed in section 2.3.
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THE NEW ZEALAND WINE COMPANY
LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2010 (CONTINUED)

2. SUMMARY OF ACCOUNTING POLICIES (CONTINUED)
2.3 SIGNIFICANT ACCOUNTING POLICIES

The followirgjgnificant accounting policies have been adopted in the preparation and presentation of the financial
statements:

2.3.1 REVENUE RECOGNITION

Revenue is recognised to the extent that it is probable that the economic benefits will flow to lilee Company and t
revenue can be reliably measured. The following specific recognition criteria must also be met before revenue i
recognised:
(a) Sale of goods
Revenue is recognised when the significant risk and rewards of ownership of the goods have been passed to
thebuyer and the revenue can be measured reliably. Risks and rewards are considered passed to the buyer
at the time of delivery of the goods to the customer or at the free on board (FOB) port/delivery point or as
otherwise contractually determined.
(b) Renearing of services
Revenue from a contract to provide services is recognised by reference to the stage of completion of the
contract at tlend of the reporting period
(c) Interest revenue
Revenue is recognised as the interest accrues (using thieefsttmethod which is the rate that exactly
discounts estimated future cash receipts through the expected life of the financial instrument to the net carrying
amount of the financial asset).

2.3.2 BORROWING COSTS

Borrowing costs are recognised agpanse when incurred except to the extent that they are directly attributable
to the acquisition, construction or production of a qualifying asset.

Borrowing costs directly attributable to the acquisition, construction or production of twgliatifying asse
capitalised as part of the cost of that asset.

2.3.3 IMPAIRMENT OF ASSETS

At each reporting date, the Company reviews the carrying value of its tangible and intangible assets and assesse
whether there is any indication that an assetimpgired. Where an indicator of impairment exists or when

annual impairment testing for an asset is required, the Company makes a formal assessment of recoverable amour
Where the carrying amount of an asset exceeds its recoverable amount gidesisdabi®eampaired and is

written down to its recoverable amount.

Recoverable amount is the greater of fair value less costs to sell and value in use. Where the asset does nof
generate cash flows that are independent from other assets, thearacowmtrizbtietermined for the cash
generating unit to which the asset belongs.

In assessing value in use, the estimated future cash flows are discounted to their present-teadue using a pre

discount rate that reflects current market assessmeinte efatbe bf money and the risks specific to the asset
for which the estimates of future cash flows have not been adjusted.
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THE NEW ZEALAND WINE COMPANY
LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2010 (CONTINUED)

2. SUMMARY OF ACCOUNTING POLICIES (CONTINUED)
2.3.3 IMPAIRMENT OF ASSEIGNTINUED)

Impairment losses are recognised in the currgmofiedodossinless the relevant asset is carried at fair value,
in which case the impairment loss is treated as a revaluatioonbetoethgeextenttttizere are sufficient
previous reserves

An assessment is made at each reporting date as to whether there is any indication that previously recognisec
impairment losses may no longer exist or may have decreased. If such indication exists, the recoverable amount i
estimated. A previously recegjmspairment loss is reversed only if and to the extent there has been a change in

the estimates used to determine the asset's recoverable amount since the last impairment loss was recognised. |
that is the case the carrying amount is increasecbteiithle amount. That increased amount cannot exceed

the carrying amount of the asset that would have been determined, net of depreciation, had no impairment loss bee
recognised for the asset (orgas@rating unit) in prior years. Such a reveceghised profit or lossinless

the relevant asset is carried at fair value, in which case the impairment loss is treated as a revaluation increase
After such a reversal the depreciation charge is adjusted in future periods to allocaisetthecasygeils re

amount, less any residual value, on a systematic basis over its remaining useful life.

2.3.4 CASH AND CASH EQUIVALENTS

Cash and cash equivalents comprise cash on hand, cash at bank and investments darcatiepdsitshort
wih an initial maturity of three months or less.

For the purposes of the cash flow statement, cash and cash equivalents includes cash on hand, demand deposit
and shotterm, highly liquid investments that are readily convertible into knownsimamdchisabfides at call
borrowings such as bank overdrafts, used by the company as gada&j tastaynanagement.

Bank overdrafts are shown within loans and borrowings in current ligtalideseimt thfed-inancial Position
2.3.5 TRADENXD OTHER RECEIVABLES

Trade receivables are recognised and carried at original invoice amount less an allowance for uncollectible amount
An estimate of doubtful debts is made when collection of the full amount is no longer probableeBad debts are writt
off during the year in which they are identified.

Other receivables are initially recognised at fair value of the consideration receivedtbereeegiahldes
are classified as current assets unless the debtor has an unconditiefed sigtietoent of the asset for at
least 12 months after balance date, in which case they are classiiiedraotian receivablabsequent
measurement of other-cuoment receivables occurs at amortised cost, where the nominal vated i® disco
present value, using the effective interest rate of the asset over the expected period of settlement.

2.3.6 INVENTORIES
All inventories are valued at the lower of cost or deemed cost and net realisable value. Cost is calculated on ar
averageast basis. Net realisable value represents the estimated selling price in the ordinary course of business,

less estimated costs of completion and estimated costs to be incurred in the marketing, selling and distribution.

The deemed cost for the Compagricsiltural produce (grapes) is fair value at harvest date less estimated point
ofsale costs in accordance with NZ IAS 41 'Agriculture’.

Inventory costs include a systematic allocation of appropriate production overheads thamvelst@its putting

in their present location and condition but exclude borrowing costs. The allocation of production overheads is base
on the normal capacity of the production facilities.
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THE NEW ZEALAND WINE COMPANY
LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNEQONYINUED)

2. SUMMARY OF ACCOUNTING POLICIES (CONTINUED)

2.3.7 INVESTMENTS IN SUBSIDIARIES

Noncurrent investments are valued at cost less provision for any impairment.

2.3.8 LEASES

Leases are classified as finance leases whenever the telasetriresfer substantially all the risks and
rewards of ownership to the lessee. All other leases are classified as operating leases.

Operating lease payments are recognised as an epuéiise Inogmn a systematic basis that is representative
of the time pattern of the benefit to the Company.

Assets held under finance leases are initially recognised at their fair value or, if lower, at amounts equal to the
present value of the minine@ase payments, each determined at the inception of the lease. The corresponding
liability to the lessor is included $tatteenent of Financial Posii@finance lease obligation.

Lease payments are apportioned between finance chargesoaraf thduetise obligation so as to achieve a
constant rate of interest on the remaining balance of the liability. Finance charges are charged directly to profit an
loss.

Finance leased assets are amortised on alistedigisis over the estimatetluubfe of the asset or the lease
term, whichever is shorter.

2.3.9 AGRICULTURE (BIOLOGICAL ASSETS)

Agriculture comprises grape vines (bearer biological asset) which are valued on initial recognition and at eact
balance date at fair value legsaet point of sale costs. Any changes in the fair value during the period are
recognised profit or loss

All costs incurred in deriving produce from the current years harvest or maintaining agricultural assets are recognise
as expenses jmofit otoss Costs incurred in deriving produce from a future harvest are treated as prepayments
and included in Other current assets.

The fair value of picked grapes (agri cul-dfsale al produ
costs igecognised profit or losas gain/loss on harvested grapes in the period of harvest. The fair value of
grapes is determined by reference to market prices for grapes in the local area, at the time of harvest. This become
the deemed "cost" for ineralnation purposes.

The fair value of grape vines (bearer biological asset) on initial recognition is determined with reference to
independent valuations of vineyards. Subsequent movements in the fair values of vines in commercial productio
are deterimed by directors' valuations which take into account operational reviews of the vineyard portfolio which
identify, where applicable, any factors affecting the long term viability and value of vines in use or the current mark
value of similar relevaaperties recently exchanged in the open market. The directors use an independent valuer
where appropriate for these purposes.

2.3.10 PROPERTY, PLANT AND EQUIPMENT
Land, land improvements and buildings are valued at fair value less accuratitied-aieprakie is
determined on the basis of an independent valuation prepared by external valuation experts annually. The fair value

are recognised in the financial statements and are reviewed at the end of each reporting period to ensure that th
carying value is not materially different from their fair value. Fair value is determined by rdfassuce to market
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THE NEW ZEALAND WINE COMPANY
LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2010 (CONTINUED)

2. SUMMARY OF ACCOUNTING POLICIES (CONTINUED)
2.3.0 PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

evidence, which is the amount for which the assets could be exchanged between a knowledgeable willing buyer an
a knowledgeable willing seller in an arm's length transaction as at the valuation date.agquisitiossguen
since the last revaluation are recorded at cost less accumulated depreciation and impairment losses.

Land improvements include all costs incurred in planting and developing vineyards including direct material, direc
labour and an allocataf overhead and financing costs. These are not depreciated until the integrated vineyard
asset reaches full commercial production which is typically three years after planting.

Revaluation increases are taken directly to the revaluation rederihe exdept that they reverse a previous

revaluation decrease of the same asset that was recognised as amprefpenrs®gan which case the

increase is crediteghtofit or lods the extent of the decrease previously charged. Deakesascimebited

directly to the revaluation reserve to the extent that they reverse previous surpluses of the same asset and are
otherwise recognised as expenpaditror loss

All other items of property, plant and equipment are recordedbasithies®siccumulated depreciation and
impairment losses.

The carrying values of property, plant and equipment are reviewed for impairment when events or changes in
circumstances indicate that the carrying value may not be recoverable. Resuitiogsiespaie recognised
as an expenseprofit or loss

All items of property, plant and equipment other than land, are depreciated on a straight line basis at rates which w
write off their cost or revaduedunt less estimated residual value over their expected useful lives. The estimated
useful lives, residual values and depreciation methods are reviewed at the end of each annual reporting period. Th
depreciation rates used for each class of assefsllangsa

Buildings and land improvements 2% pa
Winery equipment 5% pa
Vineyard equipment and Fixtures & fittings 10% pa
Motor vehicles 20% pa
Computer equipment 33% pa

An item of property, plant and equipment is derecognised upowtisposalfature economic benefits are

expected from its use. Any gain or loss arising on derecognition of the asset (calculated as the difference betwee
the net disposal proceeds and the carrying amount of the asset) jwafitlodextiinthe peéod the asset is

derecognised.

2.3.11 INTANGIBLE ASSETS

Purchased identifiable intangible assets, comprising trademarks, are shown at cost and amortised on a straight lin
basis over their estimated useful finite lives. The useful life of trestenstdds tis be 7 years. The carrying

values of identifiable intangible assets are reviewed for any impairment where an indicator of impairment exists
Useful lives are reviewed on an annual basis.

2.3.12 PAYABLES

Trade payables and other accountdepayalvecognised when the Company becomes obliged to make future
payments resulting from the purchase of goods and services.
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THE NEW ZEALAND WINE COMPANY
LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2010 (CONTINUED)

2. SUMMARY OF ACCOUNTING POLICIES (CONTINUED)

2.3.13 LOANS AND BORROWINGS

Borrowings are initially recorded at fair value of the consideration received, net of issue costs directly associated wi
the borrowing.

After initial recognition, borrowings are subsequently measured at amortbegressht whlues the

borrowing using the effective interest rate method. Amortised cost is calculated by taking into account any issue
costs, and any discount or premium on issuance. Any difference between the initial recognised amount and the
amortisedost is recogniseginfit or loss

Gain or losses are recognigaafit or losa the event that the liabilities are derecognised.
2.3.14 EMPLOYEE BENEFITS

Provision is made for benefits accruing to employees in respect of wages andl dataréeandrsick leave
when it is probable that settlement will be required and they are capable of being measured reliably.

Provisions made in respect of employee benefits expected to be settled within 12 months are measured at thei
nominal values ngithe remuneration rate expected to apply at the time of settlement. Provisions made in respect
of employee benefits which are not expected to be settled within 12 months are measured as the present value of tf
estimated future cash outflows to bebgnéloe Company in respect of services provided by employees up to
reporting date.

Liabilities for short term bonus plans are recognised where there is a contractual or constructive obligation anc
accrued on an undiscounted basis.

2.3.15 SHAREBBASEMPPAYMENTS

The Company provides benefits to employees in the fotmas#dpagenent transactions, whereby employees
render services in exchange for share options and rights over sisatdsd éguisactions').

The cost of these egsitifledransactions with employees is measured by reference to the fair value at the date at
which they are granted. The fair value determined at the grant datesettted shaisased payments is

expensed on a straigie basis over the vesting ghebi@sed on the Company's estimate of shares that will
eventually vest.

Equitysettled shatteased payments granted after 7 November 2002 that were unvested as of 1 July 2006, are
measured at fair value at transition date. Under the Company'qyréailouslpe estimates were not required

in accordance with NZ HEERSTherefore the estimates reflect information available at the transition date to
determine expected volatility, expected dividends and expected life of the options tsatedthe equity
transactions. However, some inputs to the valuation model are based purely on contractual or historical fact such ¢
share price, whilst the exercise price ainderigite are based on information at grant date. Fair value is
measured using thmdmial model. The expected life used in the model has been adjusted, based on
management's best estimate, for the effects-traihgferability, exercise restrictions, and behavioural
considerations.

2.3.16 FOREIGN CURRENCY TRANSACTIONS

All transacins denominated in foreign currencies occurring during the financial year are translated into the
functional currency using the exchange rate in effect at the date of the transaction.
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THE NEW ZEALAND WINE COMPANY
LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE ZDNUI{QJED)

2. SUMMARY OF ACCOUNTING POLICIES (CONTINUED)
2.3.16 FOREIGN CURRENCY TRANSAC{IONSINUED)

Monetary items receivable or payable in a foreign currency are translated at the exchange rate existing at balanc
date.

Foreign exchange gains or losses resulting from the settlement of transactions and from the translation at balanc
date are recognisegriofit or losa the period in which they arise.

2.3.17 INCOME TAX

Current tax is calculated by referencenmtid af income taxes payable or recoverable in respect of the taxable

profit or loss for the period. It is calculated using the tax rates and tax laws that have been enacted or substantive|
enacted by the reporting date. Current tax for currenpendgsiis recognised as a liability (or asset) to the

extent that it is unpaid (or refundable) at the reporting date.

Deferred tax is accounted for using the comprg8legesivmt of Financial Posidibitity method in respect of
temporary difences between the carrying amounts of assets and liabilities in the financial statements and the
corresponding tax base of those items.

In principle, deferred tax liabilities are recognised for all taxable temporary differences. Deferred tax assets are
recognised to the extent that it is probable that sufficient taxable amounts will be available against which deductibl
temporary differences or unused tax losses and tax offsets can be utilised. However, deferred tax assets and
liabilities are not recegdiif the temporary differences giving rise to them arise from the initial recognition of assets
or liabilities which affects neither taxable income nor accounting profit. Furthermore, a deferred liability is not
recognised in relation to taxable teyngliffexences arising from goodwill.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period(s) when th
asset and liability giving rise to them are realised or settled, based on tax ratestlfahddsr bees)

enacted or substantively enacted by reporting date. The measurement of deferred tax liabilities and assets reflect
the tax consequences that would follow from the manner in which the consolidated entity expects, at the reportin
date, toeacover or settle the carrying amount of its assets and liabilities. Adjusted net tangible assets per share
(note 27) exclude any deferred tax liabilities which at balance date do not crystallise as a liability under curren
income tax legislation. Defdaax assets and liabilities are offset when they relate to income taxes levied by the
same taxation authority and the company intends to settle its current tax assets and liabilities on a net basis.

Current and deferred tax is recognised as an exjeoseeoiprofit or losexcept when it relates to items
credited or debited directly to equity, in which case the deferred tax or current tax is also recognised directly in equit

2.3.18 GOODS AND SERVICES TAX

Revenues, expenses and asset®@rgnised net of the amount of goods and services tax (GST), except for
receivables and payables which are recognised inclusive of GST.

Cash flows are included in the cash flow statement on a gross basis.
2.3.19 DERIVATIVE FINANCIAL INSTRUMENTS
The ©mpany uses derivative financial instruments including forward exchange contracts, option contracts and

interest rate swaps for the primary purpose of reducing its exposure to fluctuations in foreign currency exchange
rates and interest rates.
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THE NEW ZEALAND WINE COMPANY
LIMITED

NOTES TOHE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2010 (CONTINUED)

2. SUMMARY OF ACCOUNTING POLICIES (CONTINUED)
2.3.19 DERIVATIVE FINANCIAL INSTRUNEQNSINUED)

Derivatives are initially recognised at fair value on the date the derivate@@utiatd (the trade date) and

are subsequentlymeasured to their fair value at each reporting date. The resulting gain or loss is recognised in
profit and loss immediately unless the derivative is designated and effective as a hedyingiamsauengnt

the timing of the recognition in profit and loss depends on the nature of the hedge relationship.

Hedge accounting recognises the offsetting effects on profit and loss of changes in the fair values of the hedgin
instrument and the reigem. The hedging relationship for export sales and winery equipment purchases will be
classified as cash flow hedges for the purpose of hedge accounting 38deh&lz HA&ge accounting is

adopted by the Group. The effectiveness of each lspagtvirand retrospective) will be determined as a

minimum at each interim and annual reporting date using the offset method with reference to the spot exchange
rates provided by the ANZ National Bank Ltd. Retrospective effectiveness will laecomeatatreel loasis.

For hedge accounting to be adopted the actual results of effectiveness testing of the hedge must be in the require
range of 8025 per cent throughout the hedge relationship. Should the requirements of hedge accounting not be
met or ahedge transaction subsequently fails to meet the effectiveness criteria then hedge accounting is
discontinued. Any cumulative gain or loss deferred in equity at that time remains in equity and is recognised whe
the forecast transaction is ultimategyised in profit or loss. When a forecast transaction is no longer expected

to occur, the cumulative gain or loss that was deferred in equity is recognised immediately in profit or loss.

The Group has not adopted hedge accounting during the gmiadivedfinancial instruments are treated as
held for trading and changes in their fair value are recognised immediately in profit or loss.

The fair value of forward exchange contracts, foreign exchange option contracts and interesseate swaps are ba
on market values of equivalent instruments at the reporting date. These are based on discounted cash flows usin
market inputs.

2.3.20 FINANCIAL INSTRUMENTS ISSUED BY THE COMPANY

Debt and equity instruments

Debt and equity instrumentslassified as either liabilities or as equity in accordance with the substance of the
contractual agreement.

Transaction costs on the issue of equity instruments

Transaction costs arising on the issue of equity instruments are recognisedydmeciyrédwedion of the

proceeds of the equity instruments to which the costs relate. Transaction costs are the costs that are incurred direct
in connection with the issue of those equity instruments and which would not have been incurred had those
instuments not been issued.

Interest and dividends

Interest and dividends are classified as expenses or as distributions of profit conSistemenithothe

Financial Positiatassification of the related debt or equity instruments or cortgpafenbrppound

instruments.

2.3.21 CASH FLOW STATEMENT

The cash flow statement is prepared inclusive of GST.
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THE NEW ZEALAND WINE COMPANY
LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2010 (CONTINUED)
2. SUMMARY OF ACCOUNTING POLICIES (CONTINUED)
2.3.21 CASH FLOWTATEMENTONTINUED)
Definitions of the terms used in the cash flow statement are:
"Cash and cash equivalents" includes cash on hand, demand depotsnamigsihofiquid investments that
are readily convertible into known amounts of cadhdascat call borrowings such as bank overdrafts, used by

the company as part of itd@dsty cash management.

"Investing activities" are those activities relating to the acquisition and disposal of eunnemit and non
investments, and any otbhecuarrent assets, and includes dividends received.

"Financing activities" are those activities relating to changes in equity and debt capital structure of the company an
dividends paid on the company's equity capital.

"Operating activities" inchlideansactions and other events that are not investing or financing activities.
2.3.22 SEGMENT REPORTING

The Group adopted NZ IFR®p&ating Segmenisth effect from dlyR2009. NZ IFRS 8 requires operating
segments to be identified on the basis of internal reports about components of the Group that are regularly reviewe
by the chief operating decision maker in order to allocate resources to the segment antbtmassess its p

2.3.23 GOVERNMENT GRANTS

Government grants are recognised when there is reasonable assurance that they will be received and that the Grot
will comply with the conditions associated with the grant.

Government grants that compensate tpd@expenses incurred are recogmsefit ior losen a systematic
basis in the same periods in which the expenses are recognised.

2.3.24 CHANGES IN ACCOUNTING POLICIES

There have been no changes in accounting policies during the year.

2.3.25 ADCPTION STATUS ON RELEVANT FINANCIAL REPORTING STANDARDS AND INTERPRETATIONS
2.3.25.1Standards and interpretations effective in the current period

The followin§tandardand Amendments to NZ IFRGhi ch are rel evant to the Par
statementsand became effective mandatorily for the annual periods beginning danoaaft2009, were
adopted during the reporting period:

e NZ IAS IPresentation of Financial Statements (Revised.200® Group has adopted NZ IAS 1
Presentatioof Financial Statements (Revisedi@(&¥parent and consolidated financial statements. This
standard has been applied retrospectively. The adoption of the standard does not affect the financial position o
profits of the Parent or Group butigavés additional disclosures. The measurement and recognition of the
Parent and Groupbs asset s, l'iabilities, i ncome an
recognised directly in equity are now recognised in other comprehensiah iasofoe, example
revaluation of property, plant and equipment. NZ IAS 1 affects the presentation of owner changes in equity anc
i ntroducesCompréhénsilec emeont of
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THE NEW ZEALAND WINE COMPANY
LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2010 (CEINTINU

2. SUMMARY OF ACCOUNTING POLICIES (CONTINUED)
2.3.25 ADOPTION STATUS ON RELEVANT FINANCIAL REPORTING STDS AND INTERPRETATIONS (CONT)

e NZ IFRS ®perating Segment§he Group adopted NZ IFRpeating Segmentsth effect from 1 July
2009. The standard has been applied retrospectively. The adoption of this standard has not affected the
identified operating segments of the Parent and Group (refer ricte Z8Rp)has also early adopted the
Amendmente NZ IFRS(@art of Improvements to NZ IFRSROT®INg that the segment information with
respect to total assets is required only if such information is reported to the chief operating decision maker whicl
is mandatory for annual periods congraméidanuary 2010.

e Amendments to NZ IFR&ifancial Instruments: DisclosureBhe amendments to NZ IFRS 7 expand the
disclosures required in respect of fair value measurements and liquidity risk. The Group has elected not to
provide comparative médion for these expanded disclosures in the current year in accordance with the
transitional reliefs offered in these amendments.

The following Standards, Interpretations and Amendmenetdavél not leddo any change in th
accountingoficies with measurement or recognition impact on the period presented in these financial statements:
NZ IFRS 2: Sharased Payment;

NZ IFRS 3: Business Combinatiol$Z IAS 27: Consolidated and Separate Financial Statements

NZ IFRS 4: Insura@ntracts;

NZ IAS 23: Borrowing Costs

NZ IAS3and NZ IASRuttable Financial Instruments and Obligations arising on Liquidation

NZ IAS 39: Financial Instruments: Recognition and Measurement;

NZ IFRIC 15: Agreements for the Constructioksihieeal

NZ IFRIC 16: Hedges of a Net Investment in a Foreign Operation;

NZ IFRIC 17: Distributions ctakinAssets to Owners;

NZ IFRIC 18: Transfer of Assets from Customers;

Various ImprovementsNZIFRS 2008

NZ Specific Omnibus Amendment 298 20091

Certain nev@tandards|nterpretations amgnendments to existing standards have been published that are

mandatory for later periods and which the Group has not early adopted. The key items include:

e NZ IFRS 2: Shdrased PaymenAmendnrgs - Group Caséettled Shateased Payment Transactions
mandatory for annual periods beginning on oaradizry12010

e NZ IFRS 9: Financial InstrunieN®sw Standafid mandatory for annual per@tgnning on or after 1
January 2013;

e Various ImprovementsNZIFRS 2009 mandatory for annual periods beginning on or after 1 January 20

The adoption of these standards is not expected to have a material financial enpedtstatémedints of the
Groupbut may affect distie
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2010 (CONTINUED)

Parent & Parent &
Group Group
2010 2009
$80 $80
3. PROFIMTLOSSFOR THE PERIOD
Includedh profit/(loss) before income tax for the period are the followil
REVENUE:
Sales revenue 11,792 12,477
Government gréannharket development expenditdumding 178 41
Net foreign exchange gains/(losses) on contract close outs 1,077 -
Total revenue 13,047 12,518
EXPENSES:
Amortisation 5 8
Bad debts - -
Depreciation* 19 14
Directorsd fees 159 159
Employee benefits expense:
- Shorterm employee benefits 2,374 2,315
- Equitysettled shatteased payments 1 2
Fees paid to auditors:
- Audit of the financial statements 29 26
- For other servidesther tax and assurance services 36 -
Operating lease rentals** 138 74
Provision for writewn of inventory 111 -

* Total depreciation on property, plant and equipmenb58@0e(2®9:$538000). $39000has been
applied to work in progre889$524,000).

**Total operating lease rentals tota62600 (208 $91,000). 520000 has been applied to inventori€s (200
$478000) and3B,000 has been capitalised into property, plant and equigitedradsiets (Z20#39000).

Weighted Weighted
average average Parent & Group Parent & Groug
capitalisation  capitalisation 2010 200
4, INTEREST EXPENSE rate 2010 rate 2009 $000 $000
Loan interest and other costs of finance pait 1,041 1,211
Lessinterest capitalised/included in cost of ¢ 7.51% 7.50% (276) (328)
Less: Interest capitalised into biological ass! 6.10% 6.10% (29) (46)

736 837

-26-
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2010 (CONTINUED)

5. INCOME TAXES
Parent & Groug Parent & Groug

2010 2009

$80 $80
51 INCOME TAX RECOGNISED IN PROFIT
Taxexpense comprises:
Current tax experiseurrent period (55) (31)
Deferred tax expeifig@igination and reversal of temporary differences (615) 591
Deferred tax expeifisghange in company income tax rate to 28% (93) -
Deferred tax expense (708) 591
Total income tax expense (763) 560
Incoméax expensedeferred tax expefisghange in depreciation of buildil 626 -
ReconciliationinEome tax expense:
Profit/(loss) before income tax (2,035) 1,843
Income taxation expense calculated at current rate of 30% (611) 553
Nondeductible expenses 18 7
Other (170) -
Income tax expense as reported (763) 560
The @i nconeéeeferredtax expepsemasmege i n deprecation of buil di ng
resul from the increase in deferred tax liability
removed the depreciation deductions for buildingstwithted eseful life of 50 years or more from the 2011/12
tax year.

5.2 INCOME TAX RECOGNISED DIRECTLY IN EQUITY

The following current and deferred amounts were charged/(credited) ¢
equity during the period:

Current tax: - -

Deferred tax: Revaluation of property, plant and equipment (163) 26

Deferred tax: Revaluation of property, plant and éfipetesfichange in

company tax rate to 28% (32 -
(195) 26

53 CURRENT TAX ASSETS AND LIABILITIES

Currentax assets: Tax refund receivable 265 295

Current tax liabilities: Income tax payable - -

54 DEFERRED TAX BALANCES

Deferred tax liabilities comprise:

Temporary differences 3,486 3,762
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEARNDED 30 JUNE 2010 (CONTINUED)

5. INCOME TAXB%.4 DEFERRED TAX BALANCES (CONTINUED)
Taxable and deductible temporary differences arise from the following:
Balance Sheet Income Statement

2010 2009 2010 2009
Group and Company $000 $000 $000 $000
(i) Deferred tax liabilities
Inventories - -
Fair value through profit or loss firraseis/
Liabilities 639 807 (168) 773
Fair value buildings and land improvements (i
depreciation) 2,323 1915 602 80
Accelerated depreciation: plargcqamoiment; mot
vehicles 263 279 (16) 24
Fair value biological assets (ralise deferred
tax) 63 1,072 (413) (157)
Other 56 125 (69) 5
Gross deferred tax liabilities 3940 4,198 (64) 724
(i) Deferred tax assets
Inventories (417) (397) (20) (120)
Annual and sick leave accrual (37) (39) 2 (13)
Other - - - -
Gross deferred tax assets (454) (436) (18) (133)
Net deferred tax liabilities 3,486 3,762
Deferred tax expense/(income) (82 591

At 30 June 2Q there are no unrecognidedf f er ences associ ated wit
(20®: $nil).

Parent & Groug Parent & Groug

2010 2009

55 IMPUTATION CREDITS $60 $60

Balance at beginning of the period 336 381

Taxation paid/(refunded) (88) 251

Attachetb dividends paid (156) (296)

Balance at end of the period 92 336
6. EARNINGS PER SHARE

Parent & Group Parent & Groug

2010 2009

cents per cents per

shares shares

Basic Earnings per share (1.9 14.8

The calculatiosf basic earnings per share in respect af 22ed oprofifloss)of $189800Q (2009
$1,283000) and the weighted avere®)6f,1968rdinary shares on issue during#n@0® 8,677199.
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THE NEW ZEALAND WINE COMPANY
LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARIDED 30 JUNE 2010 (CONTINUED)

6. EARNINGS PER SHARBNTINUED)
Parent & Groug Parent & Groug
2010 2009
cents per cents per
shares shares
Diluted Earnings per share (21.3 14.6

The calculation of diluted earnings per share in respect of 2010 psdfif(fess)onf $@98000) (2009
$1,283,000) and the weighted average of 8,743,266 ordinary shares on issue during the period (2009 8,761,366).

The weighted average numbandifary shares for the purposes of diluted earnings per share reconciles to the
weighted average number of ordinary shares used in the calculation of basic earnings per share as follows:

200 200
Number of Number of

shares shares

Weighted average number of ordinary shares (Basic) 8,677,19¢  8,6/7199
Share options outstanding at period end 66067 84167
Weighted average number of ordinary shares (Diluted) 8,73266 8,161,366

The performance share plan (rgfiés note 1@)ere excluded from this calculation as they wléutianftior
the periods presented.

7. DIVIDENDBAIDPER SHARE
Parent & Group Parent & Groug
2010 2009
cents per cents per
shares shares
Dividenger share 4.0 7.0

The calculation of dividendshaze in respect ol@@s based on the final dividend ®p&i@dlin September
and the interim dividend for 2010 paid in Aprildiadiiad3¥ 7089 (2009$607404.

Parent & Group Parent & Groug

2010 2009
$000 $000
8. DISRIBUTION TO OWNERS
Recognised amounts:
2010 interim dividend 2cps fully imputed to 30c paid 1/4/10 174 -
2009 final dividend 2cps fully imputBdpso 33@nd 0.25cps to Jixid
25/9/09 173 -
2009 interim dividend 2cps fully imputed to 33c paid 3/4/09 - 173
2008 final dividebeps fully imputed to 38ici26/9/8 - 434
347 607

Unrecognised amounts: No final dividend for the financial year has been declared and included in these financie
statements.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEARIDED 30 JUNE 2010 (CONTINUED)

Parent & Parent &
2010 2009 Group Group
Number of Number of 2010 2009
shares issued shares issued $000 $000
9. SHARE CAPITAL
FULLY PAID UP ORDINARY SHARES
Balance at beginnin§ir@nciafear 8,677,19¢ 8,677,19¢ 9,619 9,619
Transfer from employee egeitied benefits
reserve - -
Balance at endfimfanciajear 8,677,19¢ 8,677,19¢ 9,619 9,619

The Company has only one class of shares and all shares have the same rights. The shares have no par value.

TheCompany did not issuesdnrayes during thear2000: nil)

10. SHARBBASEPAYMENTS

SHARE OPTION SCHEME

An employee share option scheme was established by the Company in February 2001 for eligible employees to he
align ncenti ves wi t Bhare prieeTh€ Gampamynrgsidicts isque of bptiahs to the criteria in the
NZXNZAX Listing Rules mebg during a 12 month period the maximum number of options and ordinary shares
issued to employees, excluding any authorised by separate shareholder resolution, is 3% of the total number o
ordinary shares on issue at the commencement of that pemagthadgdriod of 5 years from the date of issue

a maximum 8% of the total number of ordinary shares immediately preceding the Tiatessusdeem is

for a maximum of 5 years. They may be reafeemm@dtober of each year on a phasedbapi to a

maximum of ottd@rd cumulative each year. Options will be adjusted on redemption as to exercise price for any
bonus issues and as to volume for any share split or consolidations since the date of issue. Until exercised the
options have notwg, dividend or other rights. Shares issued pursuant to the options will rank pari passu with
shares already issued except they will not rank for dividendsshttaiekibg teference to a record date falling

prior to the date of issue. Thengptiay not be sold or transferred and lapse on ceasing employment except in
special circumstances at the discretion of the Directors such as retirement or death of the employee or on change |
control of the Company. In the year ended 3QUtine BOdrgranted no options to acquire shares under the

scheme (200nil).

2010 2009

Weighted Weighted

2010 average 2009 average

Number of exercise price Number of exercise price

options $ options $

Balance at beginning of the financial year (a) 84,167 $2.04 93,167 $2.08
Granted during the financial year - - - -
Forfeited during the financial year - - - -
Exercised during the financial year (b) - - - -
Expired during the financial year (18,100) $1.96 (9,000) $2.38
Balance at end of the financial year (a) 66,067 $2.07 84,167 $2.04
Exercisable at the end of the financial year 66,067 $2.07 71,967 $2.02
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2010 (CONTINUED)

10. SHAREBASED PAYMENTS (CONTINUED)

The balance as at 30 Juri® BOrepresented by options over ordinary shares exercisable until 1 October for each
of the following years, or two working days after the AGM for that year, whichever is the later:

* Until 1 October 2010: 29,467 options with an exercise prieelof $1d90 e

* Until 1 October 2011: 36,600 options with an exercise price of $2.20 each.

The share options outstanding at the end of the financial year had a weighimédetudifegef @ months
(20®: 18months).

(a) Included within this balance are optiamitsbaees1 July 2009: 4,800 shatedyly 2008: 10,800 shares)

that have not been recognised in accordance with NZ IFR&s2dGphayenent as the options were granted on

or before 7 November 20@Ramted after 7 November 2002 and vested before the date of transition, 1 July 2006.
These options have not been subsequently modified and therefore do not need to be accounted for in accordanc
with NZ IFRS 2. Of these share options, nil were fai¥eitdy] (& were exercised920pand4,800 expired

(20®: 6,000 during the period.

(b) The weighted average share price at the date of exercise for options exercised during the year ended 30 Jun
2010 was $nil (22Ghi).

The fair value betequitgettled share options granted under the share option scheme is estimated at the date of
grant using a binomial lattice model.

The expense recognised for the year ended 3QQJtaret#®employee share option schemeGoas 0@
$2,000).

PERFORMANCE SHARE PLAN

An employee performance share plan was established by the Company in December 2003 to drive improved longe
term earnings performance and align the interests of
Pearce, Chief Winemaker, withténest of shareholders. A total of 185,186 rights to NZWC ordinary shares were
granted to Rob White and David Pearce.

On 26 June 2007 the Board considered a number of m

particularly the iagp of the strong NZD on the earnings of the Company. The Board decided that the strength of the

NZD has had an extraordinary impact on the earnings of the Company making it unlikely that the EPS performanc

hurdle of 23.1 cps could be achieved foduhe 2008 financial year. The Board resolved to offer (for acceptance

no later than 31 August 2007) to extend the PSP by up to two years to 30 June 2010, to provide a reasonable

opportunity for Rob White and David Pearce to meet new performanfmitwedles, as

e That the PSP be extended by 1 year to 30 June 2009 by extending the Performance Hurdle of 23.1cps + 12%
to 25.9cps.

e That the value of the Rights Entitlements for the extended period to 30 June 2009 be increased on a pro rata
basis plus 10%iterease the number of rights to NZWC ordinary shares granted to Rob White and David
Pearce by 40,741 to 225,927.

e That should the average exchange rates for the year ended 30 June 2009 be unfavourable, when compared to

the currently projected excharege(t36D 0.59, AUD 0.79, GBP 0.32, EUR 0.47), and result in the
Performance Hurdle of 25.9¢cps not being achieved, then the PSP would be extended by a further year.
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10. SHAREBASEDPAYMENTS (CONTINUED)

e That the PSP be extended by a further year to 30 June 2010 ai rEeyuihedyear ended 30 June 2009
caveats, by extending the Performance Hurdle of 25.9cps + 12% to 29.0cps.

e That the value of the Rights Entitlementeitenkded period to 30 June 2010 be increased by the same
dollar sum as applied in 2009 to increase the number of rights to NZWC ordinary shares granted to Rob White
and David Pearce by 40,741 to 266,668.

The exercise period for rights issued undemitiedeRSP commences on the date of the performance hurdle
confirmation notice given under the terms and conditions of the agreement and ends on either 30 June 2011 for the
first extension or 30 June 2012 if the second extension is required. finnarkeShpedle of 29.0 cps is not

achieved for the 30 June 2010 financial year, then the rights will lapse and be cancelled. This offer to extend was
accepted by Rob White and David Pearce on 30 August 2007.

On 15 January 2010 Rob White accepted @neoffer a new casdsed Long Term Incentive Plan for year
ended 30 June 2012 and withdraw from the existing Performance Share Plan. The rights issued to Rob White fo
148,149 shares under the Performance Share Plan were cancelled upon bis whth&Mawal fr

On 30 June 2010 the 118,519 rights issued to David Pearce lapsed and were cancelled due to the failure to achiev
the EPS performance hurdle of 29.0cps for the 30 June 2010 financial year.

The following reconciles the outstanding rightsugdert¢he performance share plan at the beginning and end
of the financial year:

2010 2009

Number of Number of

rights rights

Balance at beginning of the financial year 225,927 225,927
Granted during the financial year 40,741 -
Forfeited during firancial year (148,149 -
Exercised during the financial year - -
Expired during the financial year (118,519 -

Balance at end of the financial year Nil 225,927
Exercisable at the end of the financial year Nil Nil

The fair value of the eepdttled rights to shares granted under the performance share plan is estimated at the date
of modification using a binomial lattice model.

No expense has been brought to account in the year endedl@{ahth820une 208s the probability of

achieving the performance hurdle is assessed by management as zero based on historical aag projected EPS
the EPS performance hurdle was not achieved
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Parent & Groug Parent & Groug

2010 2009
$60 $60
11. RESERVES
ASSET REVALUATION RESERVE
Balance at beginning of financial year 3,889 3,929
Revaluation increments/(decrements) (1,261) (14)
Deferred tax liability arising on revaluatiém2jnote 195 (26)
Balance at end of financial year 2,823 3,889

The asset revaluation reserve arises on the revaluation of land, buildings and land improvements excluding biologic
assets. Where a revalasskt is sold that proportion of the asset revaluation reserve which relates to that asset,
and is effectively realised, is transferred directly to retained earnings.

EMPLOYEE EQUISKTTLED BENEFITS RESERVE

Balance at beginning of financial year 17 15
Sharebased payment 1 2
Transferred tetained earnings (2) -
Balance at end of financial year 16 17

The employee eqgigytled benefits reserve arises on the grant of share options to employees under the share
option scheme. Amounts are transfeshagle@apitalhen the options are exereisdktained earnings when

the options lapse and are diadc€urther information about dbesed payments to employees is made in note

10 to the financial statements.

TOTAL RESERVES 2,839 3,906

12. RETAINED EARNINGS

Balance at beginning of financial year 8,413 7,737
Profit/(loss) for the year (1899 1,283
6,515 9,020
Distributions to owners (note 8) (347) (607)
Transferred from employee estitgd benefits resdinvatel 1) 2 -
Balance at end of financial year 6,170 8,413

13. TRADE AND OTHER PAYABLES

Trade creditors 1,308 1,381
Employeentitlements 134 136
Other accruals 299 654

1,741 2,171
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14. LOANS AND BORROWINGS

Interest

ReF\\)llaésv Expiry Parent&(;(;cig[ Parent&(;(;ggr
At amortised cost: Interest Rate ¢ Date Date $60 $60
BANK OVERDRAFT 5.05% Floatin 1/7/10 - 632
ANZ NATIONAL BANK LOANS
Loan#1 7.25% Swa;  31/7/12 20/5/11 59 123
Loan # 2 7.16% Swa;  31/7/12  3/7/14 529 659
Loan # 3 7.55% Fixer 29/11/1C  9/7/16 807 908
Loan #4 7.06% Swa,  31/7/13  9/7/16 491 572
Loan #5 7.18% Swa,  31/7/13 19/2/12 95 152
Loan # 6 7.04% Sway  31/7/13 19/7/17 621 708
Loan #7 7.13% Swa;  21/8/18 21/8/18 1,005 1,128
Loan # 8 20/12/0¢ - 150
Loan # 7.67% Swa,  31/7/15 20/11/21 1,783 1,939
Loan #0 7.44% Swa;  31/3/14 29/6/17 2,800 3,200
Loan A1 5.25% Swa;  20/5/11 20/5/11 2,355 2,653
Loan #2 6.10% Swa;  20/7/13 20/7/13 521 586

6.13% & 7.57¢ 30/9/12 &

Loan #3 Swaps 27/11/1¢ 30/9/11 1,650 1,850
Loan #4 5.24% Floatin ~ 31/7/10 20/5/12 883 983
Loan # 15 5.53% Floatin  31/7/10 20/12/11 2,000 -
Loan # 16 5.54% Floatin  31/7/10 20/5/15 344 -
TOTAL LOANS 15,943 15,611
TOTAL LOANS AND BORROWIN 15,943 16,243
Weighted average effective intere: 6.58% 6.71%
BankOverdraft - 632
Loans due within 1 year 1,917 2,017
Loans due within 1 yieaxpected to
be renegotiated 2,058 -
Total current loans and borrowings 3,975 2,649
Loans due 1 to 2 years 5481 1,863
Loans due 2 to 5 years 3,881 5,334
Loans due after 5 years 2,606 6,397
Total nowurrent loans and borrowi 11,968 13,594
Total loans and borrowings 15,943 16,243
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14. LOANS AND BORROWINGS (CONTINUED)
For |l oans covered by interest rate swap contracts (
month floating rate. Interest rate swaps have been taken out by the Group to convert this floating interest rate
obligation to a fixeeriest rate obligation. Refer note 25 for further details of interest rate swap contracts.
NATIONAL BANK FLEXIBLE CREDIT FACILITY (BANK OVERDRAFT)
The Company has a flexible credit facility of $2 milliesraprralif@ bill linked interest ratefadlity is a

multicurrency facility that can be drawn at any time and is repayable upon demand from the bank. The facility is
subject to annual review by the bank.

SECURITY
Loans and advances are secured by way of mortgage on land, hiridirsgdsaadd a floating charge over
the Companyds other personal property assets.
Parent & Groug Parent & Groug
2010 2009
$60 $60

15. OTHER FINANCIAL ASSETABILITIES

At fair value:

Foreign currency forward contracts 1,424 1,069
Foreigrturrency option contracts - 45

Other financial asseteld for tradifigCurrent 1,424 1,114
Foreign currency forward contracts 1,236 1,911
Other financial assietweld for tradifigNon Current 1,236 1,911
Other financial assietwld for tradifmdrotal 2,660 3,025
Interest rate swap contracts (93) (74)
Foreign currency option contracts (5) -

Other financial liabilitieeld for tradin@urrent (98) (74)
Interest rate swap contracts (280 (262

Other financial liabilitibgld fotrading Non Current (280) (262)
Other financial liabilitibeld for tradiiigrotal (379 (339

Derivative financial instruments are used by the Group in the normal course of business in order to hedge exposur
to fluctuations in interestfarelgn exchange rates. Refer note 25 for details of financial instruments used by the
Group.

16. TRADE AND OTHER RECEIVABLES

Trade receivables 3,320 3,910
Other receivables 656 473
3,976 4,383

The carrying amount disclosed above is a reappnakiimation of fair value. Trade receivablesrdeeasbn
bearing and are generally 20th of the month following invoice for domestic cusid@heesy aadr30for
export customers. There are no past due receivables and no impairment allowance.
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17. INVENTORIES
Raw materials
Consumable stores
Work in progress
Finished goods

Total inventories at lower of cost and net realisable value

18. ASSETS AVAILABLE FOR SALE

Bottling line equipment

19. PROPERTY, PLANT AND EQUIPMENT

Freehold Freehold

Landat Buildings
Fair atFair
Value Value

$060 $80

Year ended 30 June 2010
At 1 July 2009, net of accumul

Parent & Groug Parent & Groug

2010 2009
$060 $60
181 311
79 92
8,136 7,918
2,697 3,843
11,093 12,164
- 113
Land
Improve
ments Plant and Motor
at Fair Equip Vehicles
Value at Cost at Cost Total

$060 $80 $60 $080

2,989 4,341 141 15,554

452 474 - 979
- (15) - (15)
(505) - - (1,261)

69) (387) (28) (558)

2,867 4,413 113 14,699

2,867 7,225 468 17,866
(2,812)  (355) (3,167)

depreciation and impairment 4,350 3,733
Additions - 53
Disposals/Reclassification to available fc - -

Revaluations (720) (36)
Impairment - -

Depreciation charge for the period - (74)
At 30 June 2010, net of accumt

depreciaticand impairment 3,630 3,676
At 30 June 2010:

Cost or fair value 3,630 3,676
Accumulated depreciation and impairme - -

Net carrying amount 3,630 3,676

2,867 4,413 113 14,699

Commitments: At balance date the Group had no capital comrSitnilents (200
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19. PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

Land
Freehold Freehold Improve
Landat Buildings ments Plant and Motor
Fair atFair at Fair Equip  Vehicles
Value Value Value at Cost at Cost Total

$60 $60 $60 $60 $60 $60
Year ended 30 June 2009
At 1 July 2008, net of accumul

depreciation and impairment 4450 3,575 2,639 4,085 169 14,918
Additions - - 561 740 - 1,301
Disposals/Reclassification to available fc - - - (113) - (113)
Revaluations (100) 230 (144) - - (14)
Impairment - - - - - -

Depreciation charge for the period - (72) (67) (371) (28) (538)
At 30 June 2009et of accumulat

depreciation and impairment 4,350 3,733 2,989 4,341 141 15,554
At 30 June 2009:

Cost or fair value 4,350 3,733 2,989 6,818 468 18,565
Accumulated depreciation and impairme - - - (2,477) (327) (2,898)
Net carrying amount 4,350 3,733 2,989 4,341 141 15,554

Revaluation of Land, Buildings and Land Improvements

Land, buildings and land improvements shown at valuation were valued at fair value under the principle of highes
and best use by Alexander Hayward Limited, registered independentOvaluess2@ik(2809: 30 June

2009). Fair value is the amouwhfoh the assets could have been exchanged between a knowledgeable willing
buyer and a knowledgeable willing seller in an arm
determined by direct r ef eslkengttrmsforlandehuidings ancheineyarels t r a
comparable in size, location and varietal mix to those held by the Group.

Parent & Groug Parent & Groug

2010 2009
$60 $60
The carrying amount of land, buildings and land improvements had th:
recognised under the cost model are as follows:
Land 1,977 1,977
Buildings 3,532 3,478
Land Improvements (integrated vineyards asset including vines) 8,442 8,322

Property, Plant and Equipment Pledged as Security

Land, buildings and lemprovements are subject to mortgage (refer note 14).

20. BIOLOGICAL ASSETS

Biological assets consist of grape vines (bearer biological assets). The Group grows grapes to use in the productic
of wine, as part of normal operations. Vineyards areNtr#ttedoingh, New Zealand. Grapes are harvested
between March and May each year.

At  June 201@he Group held approximately 292,000 grape vines planted on approximately 122 hectares of land
owned or leased by the Grad@9(292,000 grape vinpknted on22 hectares of land). 112 hectares are
currently in commercial produ2@68113.
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20. BIOLOGICAL ASSETS (CONTINUED)
During thgear ended 30 June 2010 the Gaowsted 221tonnes of grapes (2A0000 tonngs

Parent & Groug Parent & Groug

2010 2009
$000 $000
Carrying amount at 1 July 8,443 9,106
Gain/(loss) from changes to fair value of vines less estimated point of (1,383) (726)
Additions tanes (323) 63
Carrying amount at 30 June 6,737 8,443

The fair value less estimated point of sale costs of grape vines is determined by independent valuation at balanc
date. The fair value of vineyards, including land, grapes vines and other vineyard infrastructure were determined b
Alexander Hayward Luhitegistered independent valuers, under the principle of highest an8ba&ghese on

2010(2009: 30 June 2D0Bair value is the amount for which the assets could have been exchanged between a
knowledgeable willing buyer and a knowledgeable Wwillirgis i n an ar més | ength trar
dat e. Fair value is determined by direct reference
comparable in size, location and varietal mix to those held by the Gralpe Shéafairand other vineyard
infrastructure is deducted from the fair value of vineyards, to determine the fair valas shgvapahaves

Vineyards, including grape vines, are subject to mortgage (refer note 14).

The Group is exposediniancial risks in respect of agricultural activity. The agricultural activity of the Group
consists of the management of vineyards to produce grapes for use in the production of wine. The primary financi
risk associated with this activity occurshdulength of time between expending cash on the purchase or planting

and maintenance of grape vines and on harvesting grapes, and ultimately receiving cash from the sale of wine t
third parties. The Gr oup6s ively review and mandge its making capitalt hi s
requirements. I n addition, the Group maintains cred
during the period between cash expenditure and cash inflow. At balance dat uthes€daurpdit facilities

in the form of undrawn bank overdraftsndfigh (2@0 $1.4 million). The quality and quantity of the grape

harvest is dependent on seasonal climatic factors such as rainfall, sunshine and temperature, including frosts. Th
Group manages this risk by diversifying its vineyards across the Marlboroughuggygtbe asd tfrwindmills

and helicopters for normal frost protection purposes.

Parent & Groug Parent & Groug

2010 2009
$80 $60
21. INTANGIBLE ASSETS
Trademarks
At 1 July, net of amortisation and impairment 17 15
Additions - 10
Disposals - -
Impairment - -
Amortisation expense for the year (5) (8)
At 30 June, net of amortisation and impairment 12 17
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21. INTANGIBLE ASSETS (CONTINUED)

Parent & Groug Parent & Groug

2010 2009
$60 $60

Cost (gross carrying value) 73 73

Accumulated amortisation (61) (56)

Net carrying amount 12 17

The Groupbds intangible assets consist of trademarks

and accumulated impairment losses. Trademarks have been assessed as having a finite life and are amortised usir
the straight line method avegriod of 7 years. The amortisation has been recogriiseohieStatemenin

the line item O60Administrative expenses?d. I'f an i mp
an impairment loss is recognised to the extbatré@iverable amount is lower than the carrying amount. The

gross carrying amount i3 @& $6,000.

22. INVESTMENTS
Bedford Road Investments Limited 10 10

The New Zealand Wine Company Limited has three wholly-operatingsubsidiaiiiesorporated in New
Zealand with no material assets or liabilities and one whollyapenatingsubsidiary incorporated in England
and Wales with no material assets or liabilities.

Subsidiaries at 30 Juntd?Zand 2009%yere:

A Grove Mill Wi@ompany Limited

A Sanctuary Wine Company Limited

A Bedford Road Investments Limited

A The New Zealand Wine Company (Europe) Limited

A new wholly owned subsidiary, The New Zealand Wine Company (USA) Inc., was incorporated in the State o
California, USén 1 July 2010 (refer note 33).

23. NOTES TO THE CASH FLOW STATEMENT

23.1 RECONCILIATION OF CASH AND CASH EQUIVALENTS

For the purposes of the cash flow statement, cash and cash equivalents include cash on hand and in banks an
investments in money nanks¢ruments, net of outstanding bank overdrafts. Cash and cash equivalents at the end

of the financial year as shown in the cash flow statement is reconciled to the relathteemstiofthe
Financial Positias follows:

Cashand caskquivalents 273 -

Bank overdraft (note 14) - (632)
273 (632)

23.2  NONCASH FINANCING AND INVESTMENT ACTIVITIES

Sharebased payments (note 10) 1 2
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23. NOTES TOHE CASH FLOW STATEMENT (CONTINUED)

Parent & Groug Parent & Groug

2010 2009
$80 $80
23.3 RECONCILIATION OF PROFIT/(LOSS) FOR THE RERIOC
CASH FLOW FROM OPERATING ACTIVITIES
PROFITLOSSAFTER INCOME TAX FOR THE PERIOD (1899 1,283
NONCASH ITEMS:
Depreciation 558 538
Amortisation of intangibles 5 8
Increase/(decrease) in deferred tax 82 591
Adjustments resulting from revaluation of grapes 210 582
Losson revaluation of biological assets 1,383 726
(Gain)/loss atisposal of property, plant and equipment 13 -
(Gain)/loss on asset revaluations Q) (6)
Sharebased payments 1 2
189 3,724
CHANGE IN ASSETS AND LIABILITIES:
Inventories 852 (1,201)
Trade and other receivables 773 (593)
Trade and other payables 42 (622)
Other financial assets/liabilities 407 (2,577)
Other current assets and current tax assets/liabilities 4 241
1604 (4,752)
NET CASH FLOW FROM OPERATING ACTIVITIES 1,793 (1,028)
24. OPERATING LEASE COMMITMENTS
Not later than 1 year 706 663
Later than 1 year and not later than 2 years 638 615
Later than 2 years and not later than 5 years 1,404 1,397
Later than 5 years 7,119 7,552
9,867 10,227

Operating leases relate substantially to vineyard land where the Group is tlkadessemsvitetween 19
years and 364 days and 30 years.
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25. FINANCIAL INSTRUMENTS
(a) Capitaiskmanagement

The Group manages its capital to ensure that entities invtieb@ralnie to continue as a going concern while
maximising the return to stakeholders through the optimisation of the debt and equity balance. The capital structut
of the Group consists of debt, which includes loans and borrowings disclosashimndteast, equivalents

and equity, comprising issued capital, reserves and retained earnings as disclosed in notes 9, 11 and 12
respectivel y. The Groupds Boar d -aonual Basist dxparvofhe r evi e w
review # Board considers the cost of capital and the risks associated with each class of capital as well as the
requirement by the Groupébés bank, ANZ National Bank |
total tangible assets. The BaaldWw b al ance the Groupds overall capital
new share issues as wel|l as the issue of new debt o
remains unchanged fron®.200

(b) Significant accounpiolicies

Details of the significant accounting policies and methods adopted, including the criteria for recognition, the basis «
measurement and the basis on which income and expenses are recognised, in respect of each class of financia
asset, finantigability and equity instrument are disclosed in note 2 to the financial statements.

(c) Financial risk management objectives

The Group is exposed to financial risks relating to the operations of the Group. These risks include market risl
(includinguerency risk and interest rate risk), credit risk and liquidity risk. The Group seeks to minimise the effects of
these risks, by obtaining independent advice and using derivative financial instruments to hedge these risk
exposures. The use of financialdert i ves i s governed by the Groupbds po
which provide written principles on the use of financial derivatives. Compliance with policies and exposure limits i
reviewed by the Board of Directors on a monthlyeb@sisipTtioes not enter into or trade financial instruments,
including derivative financial instruments, for speculative purposes.

(d) Market risk

The Groupds activities expose it primartes(yefert o the f
note 25(e)) and interest rates (refer note 25(f)). The Group enters into a variety of derivative financial instruments t
manage its exposure to interest rate and foreign currency risk, including:

(i) forward foreign exchange contracts tthieeglgehange rate risk arising on the export of wine principally to the
United States, United Kingdom and Australia; and

(ii) interest rate swaps to mitigate the risk of rising interest rates.

There has been no change Kksor thehmanned m avhigh ot snanagepand ur e t
measures the risk.

(e) Foreign currency risk management

The Group undertakes certain transactions denominated in foreign currencies, hence exposures to exchange rat
fluctuations arise. Exchange rate exposureanaged within approved parameters utilising forward foreign
exchange contracts and foreign exchange option contracts.

Foreign currency denominated cash and cash equivalents at balance dat& &né.$¥Rdré2® currency
denominated trade arfieotreceivables at balance date3&@2800 (208 $3913000). Foreign currency
denominated trade and other payables at balance 8§9@0e(3® $13000). Net exposure at balance
date was3627000 (208 $3400000).
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(e) Foreign currency risk managéoatihued)

Sensitivity analysis

The Group is mainly exposed to US dollar&fg&iBritish pounds (GBP) and Australian dollars (AUD). If there

was a 10% upward movement in the New Zealand dollar against the relevant currencies the profit before tax an
equity would decrease 181900 $118,000 and $23,88pectivelip0®: $37,000Q $6,000, $58,000 there

was a 10% downward movement in the New Zealand dollar against the relevant currencies the profit before tax an
equity would increase 282900 $145,000 and $28,000 respe¢f208y$89000 $8,000, $71,000he 1%
sensitivity rate used represents managementbés asses
rates. The sensitivity analysis includes only outstanding foreign currency denominated monetary items and adjust
their translation at theqaeeind for the listed percentage change in foreign currency rates.

The Group and Comp any basremamadsimitaitotheyegor t o f or ei gn curr

I n managementds opinion, t he s e nsigntexchangeyiskanthel vy si s i
year end exposure does not reflect the exposure during the year. USD denominated sales are seasonal with highe
sales volumes in the last quarter of the financial year, which results in an increase in the USD receivables at yea
erd.

Forward foreign exchange contracts and option contracts

It is the policy of the Group to enter into forward foreign exchange contracts to cover specific foreign currency
payments and receipts up to 100% of the exposure generated. The Groopdtswardeimeign exchange

contracts and option contracts including collars to manage the risk associated with anticipated sales and purchas
transactions out to 60 months withiP0%2b of the exposure generated, subject to certain criteria being met.
Forward foreign exchange contracts and option contracts are measured at fair value through profit or loss. The fa
value of forward foreign exchange contracts and option contracts is based on market values of equivalent
instruments at the reporting date.

The aggregate notional principal of forward foreign exchange contracts outstanding as at balance date was
$23,574€00 (20m $3652000). The aggregate notional principal of foreign exchange option contracts outstanding
at balance date was a ne22080 (20B $8,000).

(f) Interest rate risk management

The Company and the Group is exposed to interest rate risk as it borrows funds at both fixed and floating interes
rates. The risk is managed by the Group by maintaining an appropriate fixed lzetd/dirating rate

borrowings, by use of interest rate swap contracts. Hedging activities are evaluated regularly with the assistance c
independent advice to align with interest rate views and defined risk appetite; ensuring optimalanedging strategie
applied or protecting interest expense through different interest rate cycles.

The Company and the Groupbds exposure to interest ra
the liquidity risk management section of thiswnoteedt4.

Sensitivity analysis

The sensitivity analyses below have been determined based on the exposure to interest rates for both derivative ar
nonderivativénstruments at the reporting date and the stipulated change taking place atothéhéeginning

financial year and held constant throughout the reporting period. A 100 basis point (1%) increase or decrease is use
and represents managementds assessment of the reasol
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25. FINANCIAL INSTRUMENTS (CONTINUED)
(f) Interest rate risk managefoantinued)

At balance date, if interest rates had been 100 basis points lower or higher and all other variables were held
constant, the Compaap d Gr oupds net profit a MO00 @uEeooop) woul d i
respectively. This is mainly attributable to the Gr

The Company and Gr ou phassincreased duririgithe cutrgnt period mainly due te sheé r a't
increase in floating interest rate exposure.

Interest rate swap contracts

Under interest rate swap contracts, the Group agrees to exchange the difference between the fixed and floating ra
interst amounts calculated on agreed notional principal amounts. Such contracts enable the Group to mitigate the
risk of changing interest rates on debt held. The fair value of interest rate swaps are based on market values o
equivalent instruments at thetirgpdate as disclosed below.

The aggregate notional prinaipalint of the outstanding interest rate swap contracts at balance date was
$11,90600 (208 $13565000).

Interest rate swap contracts exchanging floating rate interest amouats fiotefigtdamounts are used to
reduce the Groupds cash flow exposure resulting fro
fair value through profit or loss. The interest rate swaps and the interest payments on thatheaouggcur simul

on a monthly basis. The floating rate on the interest rate swaps is the 1 month BKBM rate. The Group will settle th
difference between the fixed and floating interest rate on a net basis.

(g) Credit risk management

Credit risk refers to thk tihat a counterparty will default on its contractual obligations resulting in financial loss to
the Group. The Group has adopted a policy of only dealing with credit worthy counterparties as a means of mitigatir
the risk of financial loss from defalt® Gr oupdés exposure and the credit
continuously monitored and the aggregate value of transactions concluded is spread amongst approved
counterparties. Credit exposure is controlled by counterparty limits thdttarehepBaare of Directors and

are monitored on a regular basis. The Group does not require collateral in respect of trade and other receivables.

Trade receivables consist of a large number of customers, spread across diverse industriesussasd geographical
Ongoing credit evaluation is performed on the financial condition of accounts receivable and, where appropriate
trade credit insurance is purchased.

The Group does not have any significant concentrations of net credit risk. The Compenytieasenot e
performance of any obligations at balance date. The credit risk on liquid funds and derivative financial instruments
limited because the counterparties are banks with higimgseaisigned by international agencies.

The carryingreount of financial assets recorded in the financial statements, net of any allowances for losses,
represent the Groupdés maxi mum exposure to credit ri:

(h) Liquidity risk management

Liquidity risk represents the Groupds ability to me
management rests with the Board of Directors, who has built an appropriate liquidity risk management framework ft
the managememtf t he Gr oup 6 s -teyrhfanding, andiiguidity mamagamedt refuiremegnts. The

Group manages liquidity risk by maintaining adequate reserves, banking facilities and reserve borrowing facilities b
continuously monitoring forecast andcastutibws and matching the maturity profiles of financial assets and
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(h) Liquidity risk managei(eentinued)

liabilities. At balance ddte,Group had unused credit facilities in the form of undrawn bank @vailticafts of $
(20®: $1.4million) téurther reduce liquidity risk.

Liquidity tables

The following tables detail t he Co moplarimayive finandial Gr ou p 6 s
liabilities. The tables have been drawn up based on the undiscounted cash flows of financial liabilities based on th
earliest date on which the Group can be required to pay. Refer to note 14 for the weighted tarestge effective in
rate.

Less thar Over
lyear 1-2yeas 2-5yeas Syeas
Group and Company $000 $000 $000 $000
2010
Trade and other payables 1,741 - - -
Loans and borrowings 5,898 6,205 4,879 2,987
7,439 6.205 4,879 2,987
2009
Trade andther payables 2,171 - - -
Loans and borrowings 3,094 4,920 9407 4,254
5,265 4,920 9407 4,254
The following table details the Groupds | iquidity a

drawn up based on the undisconetethsh inflows/(outflows) on the derivative instrument that settle on a net
basis and the undiscounted gross inflows and (outflows) on those derivatives that require gross settlement. When tf
amount payable or receivable is not fixed, the amoedttdisdbeen determined by reference to the projected

interest rates as illustrated by the yield curves existing at the reporting date.

Less thar Over
6 mths  6-12mths 1-2yeas 2yeas
Group and Company $000 $000 $000 $000
2010
Interestate swaps (146) (130) (223) (382)
Forward exchange contracts 6,021 2,183 4,990 10,380
5,875 2,053 4,767 9,998
2009
Interest rate swaps (171) (158) (282) (611)
Forward exchange contracts 5,344 4,048 5,037 9,223
5,173 3,890 4,755 8,612
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25. FINANCIAL INSTRUMENTS (CONTINUED)
(i) Fair value of financial instruments

The fair values of financial assets and liabilities are determined as follows:

o the fair value of finargsslets and liabilities with standard terms and conditions and traded on active markets are
determined with reference to the quoted market prices;

e the fair value of derivative instruments are calculated based on discounted cash flows using market inputs.

The Directors consider that the carrying value of all financial instrument assets and liabilities in the financial
statements approximate their fair value except for fixed interest loans and borrowings which have a carrying value
$307000 (20m 9080009 and a fair value 67$000 (20® $747000).

(j) Fair value measurements recognised in the statement of financial position

The following table provides an analysis of financial instruments that are measured subsequent to initial recognition
at fair alue grouped into Levels 1lias®d on the degree to which the fair value is observable:
¢ Level Tair valueneasurements are those derivedjfiaisd pricdsinadjusted) in active markets for identical
assets or liabilities
¢ Level Zair valueneasurements are those derivethfroteother than quoted prices included within Level 1 that
are observable for the asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices); and
e Level 3 fair value measurementhas® derived from valuation techniques that include inputs for the assets or
liability that are not based on observable market data (unobservable inputs).

Levell Level2 Level3 Total
Group and Company $000 $000 $000 $000
2010
Financial assdteld for trading
Other financial assets (derivative financial a&3setmt - 1,424 - 1,424
Other financial assets (derivative fiaaseisl N/Current - 1,236 - 1,236
Total financial assets - 2,660 - 2,660
Financial liabilities heldréaling
Other financial liabilities (derivative financial liabilitien} - 9% - 98
Other financial liabiliftkexivative financial liabilitiBgTCurrent - 280 - 280
Total financial liabilities - 378 - 378
2009
Financial assédtsld for trading
Other financial assets (derivative financial a3setmt - 1,114 - 1,114
Other financial assets (derivative financial a¢&atsient - 1,911 - 1,911
Total financial assets - 3,025 - 3,025
Financial liabilities heldréaling
Other financial liabilities (derivative financial liaBiitien} - 74 - 74
Other financial liabilities (derivative financial lidiilRigsgni - 262 - 262
Total financial liabilities - 336 - 336

There were no transfersveen Level 1 and 2 in the period.
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25. FINANCIAL INSTRUMENTS (CONTINUED)

Parent & Groug Parent & Groug

2010 2009
$60 $60
(k)Changén Fair Value of Finanksaslets/Liabilities
Foreign currency forward contracts (320) 2,804
Foreign currency option contracts (50 50
Interest rate swaps (26 (274)
(396) 2,580
26. IMPACT OF THE ADOPTION OF NZ EQUIVALENTS TO INTERNATIONAL FINANCIAL REPORTING

STANDARDS (NZ IFRS)

As outlined in the 2@hnual Report the Company adopted the NZ Equivalents to International Financial Reporting
Standards (NZ IFRS) from the financiehgedr30 June 2008. For the benefit of shareholders and other users

we have included here an explanation of the significant impacts that the required changes to accounting standard:
and our associated account i tedresplts &nd finaneiad positibrmve had on

26.1  Explanation of NZ IFRS Adjustments imnt@meStatement
26.1.1 Unrealised gain/(loss) on change in fair value of financial assets/liaiétabfor trading

Under NZ IFRS derivative instruments are requireeliohd ued at #Afair valueodo at ea
have to be included onSteement of Financial PosiSofinancial assets/liabilities and changes in their fair

value recorded as a gain/lopsofit or lossWhat this means is thaeif ttCo mpany wer e to fAcast
outstanding interest rate swapsard foreign exchange contaadtforeign exchange option cordta@s

June2010 itwould have received from the bank a net am@ 28200 2009: $889000)for these.The
unrealisetbssshown for the current yeaB@60 (208 $,580000gair) includes an unrealised loss relating

to the valuation of interest rate swaps at "fair VBNRE00f2P® $£74000l0s9 and unrealisémbsegelating

to the valuationf f or war d f or ei gn e x32000D (2gD<R,800000ain and forgignat Af ai r
exchange option contracts at "fair vals@0@d $20® $B,000gair). Undethe previous accounting policies the

interest rate swap benefit/losklwaly be accounted for as the interest savings/expenses were realised in future
periods. In relation to the forward foreign exchange contracts, under the previous accounting policies the export sale
in future periods would be recorded at the realmedciontract rates into New Zealand dollars, not at the
unrealised spot rate as is required by NZ IFRS, and as such this is bringing forward revenue for future sales. Suc
unrealised entries at balance date reverse on the opening of the nexxbdinarteakpunrealised gains/losses

are revalued at their Afair valued on a continuous
Zealand dollars or the next balance date occurs.

26.1.2 Unrealised gain/(loss) biological assets

Under NZ IFRS grapesinear e cl assagdsetds@as ndAnyl mgvemént in the
period is required to be taken througbrpoefitfr the Incontgtatemept At 30 June the vines {pastest)

arevalued by an independent valuer to determine the gain/loss on previous carrying value. It should be noted tha
these revaluation gains/losses are unrealised wiitbinésgatemerdind were formerly recorded under NZ

GAAP as part of the Assetrévaluan r eserve, included in Sharehol derés

26.1.3 Unrealised (loss)/gain on harvested grapes

Under NZ | FRS th
to be valued at

harvested grapes from the company

e
il f aue,rat hanaes$t and any gain/gs abeve/befot their gostimaludéde t v

-46-



THE NEW ZEALAND WINE COMPANY
LIMITED

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2010 (CONTINUED)

26.  IMPACT OF THE ADOPTION OF NZ EQUIVALENTS TO INTERNATIONAL FINANCIAL REPORTING
STANDARDS (NZ IFRS)NTINUED)

26.1.3 Unrealised (loss)/gain on harvested grépastinued)

in profit or loss. This is unrealised until the wine is sold (see below). These grapes were previously transferred to tt
winery at their cost and any profit was realised upon their eventinal. sale as

26.1.4 Realised (loss)/gain on harvested grapes

This is an adjustment that results from the sales o
|l eased vineyards that were requiovwed to be valued at

26.2  Explanation of NZ IFRS Adjustments iistaeement of Financial Position

26.2.1 Other financial assets/liabilities

The balances shown @t Rine 2016f $,424000(2009: $114000)as current asset$1,236,000 (2009:
$1,911,000) as raurrent assets, $98,000 (2009: $74,000) as currenatid $8@300(2009: $62000)s
noncurrent liabilities are the outstanding financial derivatives including intereahd&ewanaddsreign
exchage contracts, atithifisanew assediabilite category reduieetl indec NZ 1AS5 83. e

26.2.2 Inventories

Thevalue of stock has been adjusted do@@16p&2009: 308,00@hichelates to the grapes being valued at

fi f ai rnder B4 14S44 asuhe deemed cost instead of actual cost as previously. The wine inventories held at
transition to NZ I FRS had to be restated to fAfair \
The corresponding adjustment wasmfrRetained earnings.

26.2.3 Biological assets

Under NZ IFRS grape vines are deemed to be a severable asset from the integrated vineyard land and
improvements. These are required to be classified separatelyranhbasset under NZ IAS 41.

26.2.4 Deferred takabilities

The requirement under NZ IFRS to bring to account a deferred tax liability in relation to the revaluation of biologice
assetdas resulted in an adjustmer@5§0H0(2009: $1,072,0@0)the deferred tax liability iStdtement of

Finawial PositionThis liability was not previously recognised and will never be realised in full under current NZ
income tax legislation.

26.2.5 Reserves

Under NZ IFRBe asset revaluation reserve which related to vines of $3,268,000 was required to be transferred to
retained earnings upon transition to NZ IFRS. This is because NZ IAS 41 requires movements in the value of vine
(Abi ol ogical a s efitot lesDif) thebneomBtateknmein All subsequeny rhovements in the

value of vines have been recorgedfinor losgefer261.2). These revaluation gains/losses are unrealised

within théncomestatemerdand were formally recorded under prifvidBAAP as part of the asset revaluation
reserve, included in Sharehol dero6s Equity.
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26.  IMPACT OF THE ADOPTION OF NZ EQUIVALENTS TO INTERNATIONAL FINANCIAL REPORTING
STANDARDS (NZ IFRS)NTINUED)

26.2.6 Retained earnings

In accor dan c eFirstilea AdopthdZ of New R&larid Equivalents to International Financial Reporting

St a n dilhentdes arising from the transition from NZ GAAP to NZ IFRS are required to adjust through opening
retained earnings.

Parent & Groug Parent & Groug

2010 2009
$ $

27. NET TANGIBLE ASSHER SHARE
Net tangible assets per share 215 2.53
Adjustedllet tangible assets per share 2.2 2.65

Adjusted Net tangible assets per share is calculated by excluding deferred tax5800Xi¢e0df $

$1,072,000) which will not crystallise under current income tax legislation. On disposal of a vineyard property, th
recordedeferred tax liability on vines that does not crystallise in respect of that property may be reversed back to
profit or loss

28. FOREIGN CURRENCY EXCHANGE R/
The followirgpotforeign exchange rates have t

applied at balance date: 30 June 201( 30 June 200¢
NZ $1.00 = Buy Sell Buy Sell

Australian dollar 0.8177 0.8127 0.8088 0.8030
United States dollar 0.6959 0.6906 0.6548 0.6491
Great British pound 0.4620 0.4581 0.3953 0.3913

Parent & Groug Parent & Groug

2010 2009
$000 $000
29. DIRECTORS AND KEY MANAGEMENT PERSONNEL COMPEI
Thecompensation of the Directors and the key management personne
entityis set out below:
Shorterm employee benefits 1,090 1,123
Postemployment benefits - -
Sharebased payments 1 2
1,091 1,125

30. RELATED PARTY DISCLOSURES

(@) Ultimate Parent and Subsidiaries

The parent entity in the consolidated entity is Zhal&t@WwWine Company Limited, which is the ultimate parent.
The consolidated financial statements include the financial statements of The New Zealand Wine Company Limite
and the wholly owned subsidiaries set out in note 22.
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30. RELATED PARTY DISCLOSURES (CONTINUED)
Parent & Groug Parent & Groug

) . ] 2010 2009
(b) Transactions with Related Parties $000 $000
Certain Directors and key management personnel have interests in cc

the Company and Group. All transactions were at normal commercial

SC Riley (Lundons lidegal fees) 14 1
DJ Pearce (Aura Sustainabilitycbttsultancy services in relation to the

carboNZefest ™certification process and other marketing matters) 29 20

31. SEGMENT INFORMATION

The Group operates in the wine indodtig considered to operate in one sedfraricial information
available to managenienluding the chief operating decisionisnpkiecipally sales revebased anis
summarised belaw additional informatanthebasis of thgeographicakeasin which thetustomer are
based.

Revenue

2010 200
Geographical area $80 $60
New Zealand 3,789 2,301
United States 3,805 3,522
United Kingdom 4,361 4,101
Australia 727 2,084
Other 365 510
Total 13,047 12,518

32. COMMITMENTS

In the ordinary course of business the Group has Grower Agreements which woutdhrasgigeapes.
33. SUBSEQUENT EVENTS

On 1 July 201bBe interest rate on the Bank Overdraft Facility was reviewed. The new interest rate is 5.55% pa
floating.

On 1 July 2010 a new wholly owned subsidiary, The New Zealand Wine Companyifc@pdiaied was
the State of California, USA.

On 6 Jul010the Board approvedrkgotiation of tharchasey its wholly owned subsidiary The New Zealand
Wine Company (USA)fna 66% interest in Lindagports LL&n import and distributimmpany in California
USAfor $29,000 (USD $20,000)

On 15 July and 13 August 2010 the Company entered into Loan Agreements with Lineage Imports LLC in Californi
USA for unsecured loans of USD $64,000.00 (NZD $91,000) and USD $45,000 (NZDe$6400a)eettich w
on 20 July and 17 August 2010 respectively. Interest is payable on these advances at 5.4% pa.

On 31 July 2010 theerest raseon loan&4, 15 & 1@were reviewed. The new interest rates for these loans are
5.42% pdloatings.7®6 pa floatg and. 726 pa floating respectively

No other material events have occurred since balance date.
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THE NEW ZEALAND WINE COMPANY
LIMITED

AUDIT REPORT
FOR THE YEAR ENDED 30 JUNE 2010 )
AUDIT REPORT Deloitte
TO THE SHAREHOLDERS OF THE NEW ZEALAND WINE COMPANY LIMITED

We have audited firancial statements on pages 11 to 49. The financial statements provide information about the past financi
performance of The New Zeal and Wine Company Limited (06t}
information is stateddnordance with the accounting policies set out on pages 16 to 25.

This report is made solely to the Compa

nyds shad8hol der s,
Our audit has been undertaken so that we mighhstate@d mpany és shar ehol
p

ders those mat:t
in an auditordés report and for no other ur poshilityto To t he
anyone other than tabedy, ®oauwpadit wotksfor this raporg dr éot the ®@pingons ave have formed.

Board of Directorsd Responsibilities

The Board of Directors is responsible for the preparation, in accordance with New Zealand law and generally accepted accol
practiceof financial statements which give a true and fair view of the financial position of the Company asdtt8®d June 2010
results of its operations and casHdtaiws year ended on that date.

Audi tords Responsibilities

It is our responsibility fre€ss to you an independent opinion on the financial statements presented by the Board of Directors.

Basis of Opinion

An audit includes examining, on a test basis, evidence relevant to the amounts and disclosures in the finalsdal statements.
inclules assessing:

e the significant estimates and judgements made by the Board of Directors in the preparation of the financial statements, and
¢ whether the accounting policies are appropri@@@ mtha ny 6 s ci rcumst ances,disclasedsi st ent |

We conducted our audit in accordance with New Zealand Auditing Standards. We planned and performed oatl audit so as to obt
the information and explanations which we considered necessary in order to provide us with suftfizienteasdeabieto o
assurance that the financial statements are free from material misstatements, whether caused by frauduoogirmeon In forming o
we also evaluated the overall adequacy of the presentation of information in the financial statements.

Other than in our capacity as auditor and the provision of income taxation compliance and other assuraveegervices,
relationship with or interests in The New Zealand Wine Company Limited.

Unqualified Opinion
We have obtained all the informatioexplanations we have required.

In our opinion:
e proper accounting records have been kept by The New Zealand Wine Company Limited as far as appears from our examin
of those records; and
e the financial statements on pages 11 to 49:
- comply with genéralccepted accounting practice in New Zealand;
- comply with International Financial Reporting Standards; and
- give a true and fair view of the financial position of The New Zealand Wingt€ampad® June 2010 and the
results of its operationd @ash flows for the year ended on that date.

Our audit was completed on 26 August 2010 and our unqualified opinion is expressed as at that date.

Chartered Accountants

Wellington, New Zealand

This audit report relates to the financial statemeseoiTheZ e al and Wi ne Co mfoatmeyealended 30 &ude 2016 included @ dmep a ny

New Zeal and Wine Company Limitedds website. The welsitee\ethave otbaeenengagels ponsi bl e
to report on the integrity of the Companyds weedfisancialstatenvéets smeetheywere no r esponsi
initially presented on the welbigeaudit report refers only to the financial statemedtabove. It does not provide an opinion on any other information which

may have been hyperlinked to/from these financial statements. If readers of this report are concerned \aiibitigefiohemectiskic data communication

they shodlrefer to the published hard copy of the audited financial statements and related audit report dated 26rAtigeshi20ittmeondluded in the

audited financial statements presented on this website. Legislation in New Zealapdegavetioingutitedissemination of financial statements may differ from

legislation in other jurisdictions.
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THE NEW ZEALAND WINE COMPANY
LIMITED

COMPARATIVE FINANCIAL REVIEW
FOR THE YEARS ENDED 30 JUNE
2010 2009 2008 2007 2006

Audited Audited Audited Audted Audited
NZIFRS NZIFRS NZIFRS NZIFRS NZGAAP

Note $000 $000 $000 $000 $000
Income StatemebDtata
Revenue 13,047 12,518 11,904 11,276 9,954
Underlying profit before interest,
revaluations & income tax/Surplt
from Operations 660 1,377 2,522 1,710 1,875
Net financeosts (706) (806) (627) (364) (341)
Revaluation gains/(losses) (1,989) 1,272 1,103 149 -
Income tax expense 137 (560) (954) (328) (508)
Profit/(loss) for the year (1898 1,283 2,044 1,167 1,026
Basic earnings per share (cents) (219 14.8 23.6 13.5 11.9
Dividends per share (cents) 1 4.0 7.0 7.0 7.0 7.0
Statement of Financial Position/
Balance Sheet Data
Current assets 17,481 20,401 17,146 13,745 9,708
Current liabilities 5814 5,156 4,591 3,573 2,727
Working capitalio 3.0 4.0 3.7 3.8 3.6
Noncurrent assets 22,695 24,049 24,137 22,842 20,151
Total assets 40,176 44,450 41,283 36,587 29,859
Noncurrent liabilities 15,734 17,356 15,392 7,157 7,851
Total liabilities 21,548 22,512 19,983 17,115 9,884
Totak h ar e equityder s ¢ 18,628 21,938 21,300 19,472 19,975

Profit(loss) for the yé&arof average

shar equityder s 6 9.9% 5.9% 10.0% 5.9% 5.3%
Total comprehensive income/

(expense) % of average

shar elkquityder s o (146)% 5.7% 11.8% 7.7% 8.7%
Total loans and borrowings 15,943 16,243 13,981 12,498 6,968
Gearing ratio % 2 46.%% 42.5% 39.6% 39.1% 25.9%
Net gearing ratio % 3 45.6% 42.5% 38.5% 35.8% 25.9%
Shareholddisquity % of total ass 46.%% 49.4% 51.6% 53.2% 66.9%
Adjusted net tangible assets per

share 27 $222 $2.65 $2.59 $2.38 $2.31
Number of shares at year end 8,677,19¢ 8,677,19¢ 8,677,19¢ 8,668,332 8,650,99¢
Notes:

1. Dividends per share are calculated on the amount paid/payable in respettici theyeslate to under
previous NZ GAAP and on the basis of dividends paid during the year under NZ IFRS.

2. Gearing ratio is Total loans and borrowings as a percentage of Total loans and borrowings plus Total
shar equityder s o6

3. Net gearing ratidjusts the Total loans and borrowings in note 2 above by netting off Cash balances.
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THE NEW ZEALAND WINE COMPANY
LIMITED

CORPORATE GOVERNANCE STATEMENT
FOR THE YEAR ENDED 30 JUNE 2010

This statement is designed to provide an overview for Shareholders to reflect the current governance policies an
practices adopted or followed by the Board for the NZWC's adherence to the principles contained in

e the NZX Corporate Governance Best Rladédqg R Appendix 16); and

e the NZ Securities Commission Corporate Governance Principles and Guidelines.

This statement elaborates on the foregoing with a structured Statement of the Responsibilities to and Role of
Shareholders and the Board's Chatigdinig the operation of the Board, its Committees anrdrthingver
Code of Conduct to be adopted by directors, management, staff and contractors.

In summary, the Board is committed to high standards of best practice corporate governamibectad ethical ¢
being integral to overall business integrity and to delivery of long term shareholder value.

THE ROLE OF SHAREHOLDERS

Under the Companies Act, and the NZAX Listing Rules, all Shareholders have the right to receive Annual and Interi
Financial Statements and all Notices of Meetings and to attend all such Meetings in person or by proxy. Resolutior
for which requisite biothire given may be voted upon by show of hands or, if a poll is called, on a one share one
vote basis. There are no priority or special voting shares.

The NZWC is required to maintain the full list of shareftbldeesRegister held by Computeisivastor
Servicesand certain other statutory information available to shareholders at the Company's registered office.

The Company is committed to communicating regularly with Shareholders. However, under the Listing Rules, th
NZWC is obligednteet the NZX continuous disclosure requirements of all market price sensitive or other material
company information to be supplied first to the NZX as soon as practicable (and subject only to specified departure
for incomplete informatigmnipr to commicating that information to shareholders, the general investment or local
community, or to the media.

The Company will provide meaningful information about the Company's goals, corporate proposals, business affail
and general future strategies, ptahgerformance including perieakovaetters as well as providing
opportunities as Shareholders to obtain early availability under strict criteria for any of the Company's products.

To facilitate this general information flow, the Companyancamiatiesensive web site including an investor
section. This contains the constitution, annualyaadyhadports and financial statements, releases to the NZAX
or media and any presentations to third parties.

The Directors have the power toeddidimtends from time to time to shareholders subject to complying with the
solvency and liquidity test criteria contained in the Companies Act.

It is the Board's policy to pay, through time, progressive and if possible fully imputed cgebtdividends, sub
meeting the solvency test criteria, at approximately 50%/oflaryingl profit before revaluations after income

tax with an interim dividend of approximatdirdpayable in March/April and with the final dividend for the year
payableni September/October.
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THE NEW ZEALAND WINE COMPANY
LIMITED

CORPORATE GOVERNANCE STATEMENT
FOR THE YEAR ENDED 30 JUNE 2010 (CONTINUED)

BOARD CHARTER
ROLE OF THE BOARD OF DIRECTORS

The Directors are responsible, collectively as the Board under its Chairman, for the successaséthe NZWC and
accountable to shareholders for the Company's overall ethical conduct, strategic development, annual performanc
and longerm sustainable increase in shareholder value.

The Board exercises its powers on behalf of all Shareholders, excepivéos tmessfigally required to be

exercised by Shareholders by law, the NZAX Listing Rules or the NZWC constitution. Except for powers specifical
reserved to the Directors under the Companies Act or the Delegated Authorities Policy, tHegatesd in turn de
authorities to the Chief Executive, willelsgations to members of the Management Team, with the Chief
Executive responsible for theéodky management of the NZWC business and delivering against the agreed
strategic plans, operating budgdtperformance targets.

The Role of the Board is to provide the overall framework for governance, accountability, risk control and
deliverability of the strategic and operating plans. To do so the Board meets with management normally at
approximatelyomthly intervals, and more frequently if warranted, otherwise contact shall occur via email or
teleconference to ensure Directors are fully apprised about key Company activities and issues.

The Chairman, on behalf of the Board, is the formal chammehwfation to external stakeholders and to the
CEO who in turn has delegated responsibility for management and staff and for achieving agreed policies, busines
strategies, operating plans and budgets.

Apart from any Boardy session during each meeting with the CEO adfidéorcthdanagerd members of
the Management Team may attend Board meetings

Each year the Board will meet with the CEO and full Management Team in a dedicatied) strategicgvan
meeting.

To assist in this oversight role, and to help discharge these responsibilities, the Board will receive, and managemel
will provide
e timely current financial and operational information and overall and functional pesfoopenatiecagain
plans and budgets;
e advice on the risk and competitive environment and issues facing the NZWC within their review of the current
viticultural, winery, marketing and finance functions; and
e overall progress on achieving long term straiggiccoessociated threats and opportunities.

The Board shall maintain a Code of Ethics Policy Statement, reviewed annually, to underpin the NZWC's vision an
values and expected standards of conduct for Directors, Managers, employees and contractors.

Regonsibilities of Directors

In addition to the foregoing, the Directors are responsible for preparing and providing to Shareholders the financic
statements, as prescribed in the Financial Reporting Act. These shall give a true and fairaliG@naf the financ
operational) state of affairs of the NZWC for the period, as portiapeme Stetemetatement of

Comprehensive Inco@mtement of Changes in E@tayement of Financial PostidnStatement of Cash

Flows. These financial statés are unaudited for theydsatfreport but must be audited by the External Auditor

for the full financial year report ended 30th June.
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CORPORATE GOVERNANCE STATEMENT
FOR THE YEAR ENDED 30 JUNE 2010 (CONTINUED)

Composition of the Board

Under the constitution there shall be a minimum of 3 and maximum of 8 directors, with power to increase thai
number. The Board is therefore authorised to appoint one or more additional directors to fill a casual vacancy or t
expand the Board for incibaffectiveness or to help meet the Company's objectives.

A minimum of two Directors must be ordinarily resident in New Zealand and at least half the number of Director:
must be independent, as defined in the Listing Rules.

Directors are elected by shareholders at the first annual meeting after appointment.

After that, at each annual meeting, at letistconé Directors shall retire by rotation, determined by length of
service since their last election.

Di r e cegmaneratidon R
Directors' fees are recommended to and confirmed by Shareholders' resolution at an Annual Meeting.

The last fee increase was resolved at the 2008 Annual Meeting being an increase in fees to $159,000 in total, wit
effect from 1 July 2008, thié fee allocation to be determined by directors.

The current agreed annual fee pool allocation, paid quarterly, is
Chairman $42,000

Director $22,000 (for five)

Board Committee Chairra®,500 (for two)

In the event of an increase in humberctdrBithe constitution permits an automatic increase in the fee pool by
the base director fee (Cl. 14.2)

Directors may claim reimbursement against GST receipts for travelling and other associated reasonable expenses
the course of business as a Baanthen.

The Board, and individual Directors with the authority of the Chairman and/or the Board, has the ability to retain,
the Company's expense, special independent legal, accounting and other consultants or experts deemed necessal
in the proper digzge of its or his duties and responsibilities.

BOARD ACTIVITIES

The Board's role and responsibilities are outlined above; but in summary they are to

e prepare annual and interim financial statements, report to Shareholders and the NZAXtamaidwest and call
meetings;

e declare dividends to Shareholders;

e ensure compliance with general Company and Securities law requirements including raidtgaance of up
interests and share registers and other statutory reports and requirements;

e comply with th&AX Listing Rules and in particular to maintain the continuous disclosure obligations following
review at the end of each Board meeting and immediately at all other times market price sensitive information i
ready for disclosure according to NZAX LR 10;

e review overall Company strategies, the competitive environment and the Company's risk environment;
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BOARD ACTIVITIES (CONTINUED)

review critically the underlying assumptionaieihdudgets and plans, approve such plans and monitor

actual results against agreed budgets, including corrective action required to maintain agreed targets;

authorise and monitor strategic investments, other capital expenditures or divestmewtsolmnd any
replacement borrowing facilities;

ensure compliance with general and specific industry laws and regulations, including Health & Safety,
Environment, Wine Industry, Customs and export labelling;

review the performance of the Chief Executive amthéhafagm members;

approve management appointments and review and approve remuneration and appropriate performance
incentives Compamigle and for all staff individually;

review annually specific Corporate Policy Statements for the

Code of Ethics,

Share Trading and Release of Company information,

Wine Composition and Packaging Integrity,

Wine Blend,

Delegation of Authorities,

Treasury Management;

confirm Director appointments to Board Committees and to receive oral repdrtsvrateh
recommendations from such Board Committees;

review whether management has in place a current and comprehensive risk management framework, and
associated procedures for effective identification and management of the Company's fiessmcial and busin
risks, including fraud;

review whether a sound and effective approach has been followed in developing strategic risk management
plans for major projects or undertakings;

review the effect of the Company's risk management framework on itsncoeiiobedvingurance
arrangements;

regularly review the performance of and, when appropriate, recommend to the Board changes in the Board, or it
Committees, to maintain the right mix of experience, qualifications and skills;

consider whether changeseangred in number of Directors to enhance the performance of the Board;

review the criteria for determining suitability of potential Directors in terms of Board balance, qualities,
qualifications and skills and local and wine industry viticulakalgwineanketing experience;

identify Director retirements by rotation pursuant to the constitution and consider with the Board appropriate
succession planning whether of Directors, the Chief Executive or members of the Management Team;

in the event afvacancy to the Board, or one of its Committees, whether by retirement, death or resignation
consider any persons nominated by Directors or Shareholders and make recommendation to the Board in
respect of any such nomination;

establish a programme to agsesodically the Board and Director performance;

ensure any new Director receives appropriate induction to the NZWC Board and operating activities;

consider whether specific Director development is appropriate;

make recommendations for the appointinemhawal of Directors;

attend to any other Nomination matter put to the Committee by the Board.

O O 0O o0 oo

Board Committees

To increase the effectiveness of the Board there are two standing Board Committees:

the Audit Committee; and
the Remuneration Committee.
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Board Committees (Continued)

Each plays a vital role in ensuring good governance and the effective and efficient operation of the Board.
Each Committee shall compriseRimestors with the Chairman being a member, or ex officio member, of each
Committee. However, the Chairman cannot also be Chairman of the Audk Quonamtteball be two
Committee members, including the Committee ChAaiyndrector may attemy Committee meeting as an

observer if he/she so wishes.

The terms of reference for each Committee shall be reviewed anrbafiteimpemdafter the end of the
annual remuneration and financial reporting cycles, to ensure they reflqutamticent best

The Board may establish an ad hoc Committee at any appropriate time to consider a special issue.
The Committee may request the Chief Executive and/or any Management Team member to attend.

Each Committee will report its deliberations ammeedions by oral or written report to the Board for formal
resolution or ratification.

Formal minutes shall be provided to the Board at the earliest practicable opportunity.
Audit Committee Charter
Audit Committee Underlying Philosophy

The Boardispires to achieve best practice standards in corporate governance and in the preparation and
presentation of its published financial statements, as required by the Financial Reporting Act, and that they present
true and fair view of the current sthéeNWC's financial (and operational) affairs.

Management's monthly financial (and operational) reports are the most significant tools the Board has to monitor tt
Company's performance.

The underlying internal control and accounting and opstatiaesgrmine the accuracy of the financial
statements and results presented to the Board.

The External Auditor is responsible for reviewing and making recommendations on these underlying control systerr
to ensure they produce accurate and congistehbrewhich Shareholders may rely and, to assist meeting this
responsibility, the External Auditor shall have full access to all board papers and minutes and all financial and relate
records.

It is paramount the independence of The ExternalAaifitaimied for Shareholders' benefit.

The Committee is responsible to ensure the External Auditor's independence is maintained. In the event there i
actual or perceived conflict this should be brought to the Board's attention for rasklistiacce[ftdu (e.g.

for statutory share register audit, for statutory or other Customs and Wine Maker returns), because it will be
outweighed by the value to be achieved by the External Auditor undertaking such activity, such decision must b
transpardrand is to be recorded in the Minutes of the Board.
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Audit Committee Membership

Under the Listing Rules at least one Committee member shall have an accounting or financial background and th
Chairman and a majority of Independent Directors must constitute Committee membership.
Under best governance practice, the Audit Committee &raiot be the Board Chairman

The Committee members are David Appleby (Chairman), Alton Jamieson and John Albertson.
At present all three members comply and are also Independent Directors.
The quorum is two Committee members of whom ondlsh@ddchbdttee Chairman.

The Chief Executive and Finance Manager attend Committee meetings by invitation

The External Auditor is invited to attend the Annual AcastAtgl#igommittee meeting.

The External Auditor shall be invited to meethwmitite€amembers without management present to permit the full
and proper discharge of their independence

The Audit Committee Chairman shall maintain contact with the Audit Lead Partner to ensure an open communicatic
channel exists between the ExtediaPArtner and the Board, or if necessary, the Board Chairman.

Purpose

The Audit Committee is appointed by and reports to the Board to assist the Board in fulfilling its financial oversigt

responsibilities. The principal duties and resparstidities

¢ Monitor the integrity of the NZWC's financial reporting process and system of internal controls regarding finance
accounting and associated legal compliance;

e Maintain the independence of the External Auditor, including audit partnepnmtatiatelst Byearly
intervals; to receive and review the annual Audit Plan, the Letters of Representation and the Audit Managemen
letter (and management responses), including the annual External Audit report, and the Auditors Independence
Confirmationtter;

e Meet with and review the performance of the External Auditor;

e Determine the cefectiveness of the annual audit;

e Recommend the annual audit fee basis;

e Review and make recommendations on financial and accounting policies;

e Review the integrity af arake recommendations on the statutory annuayeartyHadbncial statements
together with any other statutory or NZAX continuous disclosure for other financial reporting requirements and fc
the release of any investor or financial informaticehtidgrs or onto the Comparsiteeb

e Evaluate the Company's internal control environment and risk identification and mitigation;

e Conduct any investigation appropriate to discharging these responsibilities;

e Maintain Board Audit Committee overgighsitaty over any other NZWC operational entities;

e Review these terms of reference annually, after the annual financial reporting cycle, or when circumstances
change;

e Provide oral or written reports to the Board on its deliberations and recammendasisrmacticable
after any meeting and maintain Minutes of its proceedings.

External Financial Reporting

This is a special responsibility of the Committee. It shall
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External Reporting (Continued)

e Consider and recommend to the Board adoption of the unaeditedntatiudited annual financial
statements and confirm they present a true and fair view of the NZWC's financial (and operational) performance
and position

e Consider the appropriateness of the NZWC's accounting policies and recommend any new or changed Policies
to the Board so as to ensure they comply@AARINERS)

e Management shall advise whether accounting methods corGMARIIINEEZRS)

e TheExternal Auditor shall also advise and report to the Committee its concurrence with any new or changed
accounting policy

e Management will advise the Committee specifically on any new, significant or unusual transactions or accountin
treatment

e Assess sigigént estimates or judgements (particularly relating to impairments) in financial reports by enquiring
about the process used in making material estimates and judgements and then enquire of the External Auditol
the basis for their conclusions as togbealgi@ness of management's estimates;

e Receive and review any communication from the External Auditor relating to their review of and final reporting o
their External Audit Opinion;

e A Assess management's internal control process for release wofofimaticial including the External
Auditor's Report, to the NZX &ltareholders, and onto the NZWCsitevdb ensure the release is
accurate and does not conflict with the Board approved financial statements or other financial reports.

Remuneratio Committee Charter

Committee Membership

The Committee shall comprise three directors, a majority of whom shall be independent directors.
The Committee members are Bill Wallace (Chairman), Maurice McQuillan and Steve Riley.

At present all thmeembers are Independent Directors.

The quorum is two Committee members of whom one should be the Committee Chairman.

The Chief Executive and Finance Manager attend Committee meetings by invitation

The Committee may commission any study, survegemeiiolent advice that it sees fit in its consideration of
any matter within its responsibilities.

The Committee shall provide oral or written reports to the Board on its deliberations and recommendations as soo
as practicable after any meeting andimislimutes of its proceedings.

In the event a member is personally conflicted on any deliberations the Board may appoint an alternate.
Purpose
The purpose is to regularly review, and recommend changes to director fees and executive and staff total

remuneration to ensure it is at the appropriate level and effectively managed so as to advance the NZWC's busines
objectives.
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Responsibilities

The Committee will:

Employees

Adopt a Remuneration Policy for the Company that takes into account when settling remuneration levels for
individual employees the following mali@isSize, Organisation Policy, Organisation's Ability to Pay,
Organisation's Need to Pay, Individoainr@aede and Market Relativities.

Establish and oversee an Organisation Policy for the purpose of remuneration market alignment.

Review in line with the Organisation Policy, the remuneration of the CEO and the members of the managemen
who report directijthe CEO.

Review the total remuneration of salaried employees in line with the Remuneration and Organisation Policies.
Review, oversee and monitor all bonus schemes and the company's incentive based Share Option Schemes an
Performance Share Plans.

Ensurehat all employment agreements comply with prevailing legislative or case law requirements at the time of
engagement and are fully up to date.

Attend to any other remuneration matter put to the Committee by the Board.

In setting management remuneratidDothpany promotes a niw#lestrategy and alignment to stable

median line in remuneration surveys. In addition there is the oppoglmgrffmnance related bonuses

and incentive plans where shareholder value accretive pectamsagesiofinancial metrics.

Directors

Annually review the fees payable to Directors for recommendation to the Board and thence for submission to ant
consideration by Shareholders at the Annual Meeting.

The Board reviews annually and recommends to shaehadlieesase in directors' fees when profit
performance warrants.

Board Meetings

Director participation in meetings during the year (# denotes Chairman):

Director Appointment Board Audit Remuneration
JA Jamieson Oct 1999 17# 2 4

JE Albertson Oct 2008 15 2 -

DR Appleby Jun 2007 17 2# -

MJ McQuillan Apr 1993 15 - 3

SC Riley Jun 2007 16 - 4

WF Wallace Oct 2007 17 - 4#
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1. DIRECTOR PROFILES

ALTON JAMIESOGRHAIRMAN

At on Jamieson was elected to the Board in September
business career has covered banking, transport and waste management services. He has had a 23 year career wit
waste management services businegsesilypwith NZX and ASX publicly listed Waste Management NZ Limited

and was its Managing Director on listing in 1985. Alton spent 5 years based in Sydney from 1991 as CEO and :
director of Pacific Waste Management Pty Limited, Australia. HeaalS€haemad of Waste Management

NZ Limited for 12 years until he retired from the Board in 2002. Alton has been a director of the Blues Franchist
Limited and also served as an independent contractor to the New Zealand Rugby Union, working on a number c
projects over the 3 years to 2006. Alton is an Accredited Director and Fellow of the Institute of Directors in New
Zealand and is a Fellow of the New Zealand Institute of Management.

JOHN ALBERTSON

John Albertson was elected to the Board in Octobehr2@®8urrently the Chief Executive of the New Zealand
Retailers Association, a position he has held fodthedesstHe is also currently a Director of the Retail Institute

and GS1 NZ and until recently he was a member of the Standartie@dewded. John has spent most of

his career in marketing and market research roles having graduated in 1968 with a B Com (Marketing) from Otag
University. He is a Fellow of the New Zealand Institute of Management.

DAVID APPLEBY

David Appleby was @ddb the Board in July 2007. David is a director o€ épgiétbgtd, an Auckland

based business specialising in business valuations and business advisory services. David has a career in chartere
accounting and currently holds a number othipectd private companies. David has been the Executive
Chairman of publicly listed Ceramco Corporation Ltd as well as a past Chairman of the NZ Hockey Federation. He
a Chartered Accountant, Fellow of the Institute of Directors, membeatarsthadAkbédiators Institute and a

Fellow of the Chartered Institute of Secretaries.

MAURICE McQUILLAN

Maurice McQuillan was appointed to the Board in 1993. Maurice has many years experience in both the retailin
and wholesaling of wines and spitss at present the proprietor of a leading Blenheim liquor store.

STEVE RILEY

Steve Riley was appointed as a Director in July 2007. Steve has lived in Marlborough most of his life and is a lawys
in BlenheimSteve owns his own law firm, Lun@afside of the law Steve and his wife own 35 acres of
vineyards in the Awatere Valley. Steve, an old boy
Trustees for nine years and as Chairman for three of those years.

BILL WALLACE

Bill Wadice was appointed to the Board in September 2007. This followed a career as a manager with Public Trust,
Managing Director of Hannahs Footwear, Operations Director of the NZ Rugby Union and an offshore assignmer
with the International Rugby Board. Heltiadirectorships for over 20 years, is a member of the Institute of
Directors and currently a director ofifate ppompanies (Chairman of) tinréé&elson/Marlborough, Chair of a

shopping centre comparyalmerston North, ChaiohanCinensaExtitionbusiness aral PasPresident of

the NZ Retailers Association.
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2. INTEREST REGISTERS
The following entries were recordedyearn t he Director
SHARE DEALINGS IN THE SHARES OF THE NEW ZEALAND WINE COMPANY LIMITED

Share transactions undertaken during the year were as follows: Nil (2009: Nil)

2010 2009
TRANSACTIONS $000 $000
Certain Directors have interests in contrdidie \Wgw Zealawdne Compan
Limited All transactions were at normal commercial rates.
SC Riley (Lundons lidegal fees) 14 1

LOANS TO DIRECTORS
No loans to directors were authorised during the year.
IMDEMNITY AND INSURANCE

The Direct or s insuamceis H@ld fo icovex risksthorrhailyactverédiby spch policies arising out of
acts or omissions of directors and employees in their capacity as such except for specific matters which are
expressly excluded.

3. DIRECTORS REMUNERATION

Directors of ti@ompany during the year and remuneration and other benefits paid to directors by the Company
were as follows:

2010 2009
DI RECTORSG6 FEES $000 $000
JA Jamieson 42 42
JE Albertson 22 15
DR Appleby 26 26
MJ McQuillan 22 22
SC Riley 22 22
WF Wallace 26 26
JHG Milne - 8

No Directors are executives. No remuneration and other benefits were paid to Directors during the year (2009: $nil)

4. EMPLOYEES® REMUNERATI ON

Remuneration and other benefits of $100,000 per annum or more received by empépgesty iastheir
employees were as follows: Number of Employees
$130,006$139,999 3
$180,0065$189,999 1
$220,0065229,000 1
$250,006659,999 1
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5. DONATIONS
TheNew Zealand Wine Company Limitedondaigations during the year (2009: Nil).

6. SHAREHOLDER BREAKDOWN

Number of Total shares % of share
Shareholding as at 30 June 2010 shareholders held capital
1999 73 29,999 03%
1,008,999 206 582,230 6.7%
10,00849,000 61 1,202,19¢ 13.9%
50,009,999 12 812,121 9.4%
100,00@199,999 18 4,157,857 47.9%
500,000+ 2 1,892,79¢ 21.8%

372 8,677,19¢ 100.0%

7. DI RECTORS® SHAREHOLDI NG

Shares helat 30 June 2010 (including Beneficial interests):
Ordinary Shares
JE Albertson -

DR Appleby 300,000
JA Jamieson 988,268
MJIMcQuillan 135,107
SC Riley -

WF Wallace 39,531
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8. 20 LARGEST REGISTERED HOLDERS

Ordinary % of share
Ordinary shares held at 30 June 2010: shares held capital
JA Jamieson* 988,268 11.4%
Alfa Lea Horticulture Limited* 904,530 10.4%
JD Croft* 459,363 5.3%
MA & VF Peters 402,376 4.6%
JG & VR Orchard 387,842 4.5%
CJC & HC Fletcher & Peters Doig Trustee Co Ltd 354,000 4.1%
WC McDonald, DR Appleby & RN Burnes 337,467 3.9%
Possum Equities Limited 300,000 34%
TJ Fairhall 295,116 3.4%
D Edwards 207,712 2.4%
CM & BW Doig 198,794 2.3%
ANZ Nominees LimiB@ZCSD 182,581 2.1%
JHG Milne & DFB Stevenson 154,529 1.8%
MA Milne & DFB Stevenson 154,529 1.8%
FNZzCustodian Limited 144,963 1.7%
MJ McQuillan 135,107 1.5%
P1 McCallum 123,684 1.4%
AW & A Rutledge 109,981 1.3%
Fifeshire Holdings Limited 105,772 1.2%
LJ Hope 104,041 1.2%
Subtotal 6,050,65¢ 69.7%
Others352Shareholders) 2,626,54¢ 30.3%
TOTAL 8,677,19¢ 10006

* These shareholders are substantial security holders as defined in Section 21 of the Securities Markets Act 1988.
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CONTRIBUTORS
PERMANENT EMPLOYEES AS AT 30 JUNE 2010

Aaron Tupara
Anja Steenkamp
Boyd Gardner
Craig Fowles
Craig Young
David Busch
David Pearce
David Sax
Donna Clark

Doug Holmes

Gillian Moore
Greg Deason
Helen Wilkes
Hugh Girling
Jan Rutherford
Jane Trought
Jayne Spalding
Jeffrey Parker

John Jackson

Marie Dufour
Murray Coyle
Patrick Maher
Peter Cairns
Peter Sanders
Robert White
Sara Bateup
Shane Healey

Steven Simpson

Maree Thomas

WINE SHOW AWARDS
FOR THE YEAR ENDED 30 JUNE 2010

Air New Zealand Wine Awa2089
Silver MedalSanctuary Sauvignon Blanc 2009
New World Wine Awards 2009
Siler MedalDiversion Nollate Harvest Riesling 2008
Royal Perth Wine Show 2009
Silver MedalGrove Mill Chardonnay 2007
New Zealand International Wine Show 2009
Silver MedalGrove Mill Grand Reserve Riesling 2009
Silver MedélSanctuary Gewurztraminer 2008
International Wineend Spirits Competition 2009
Silver MedalGrove Mill Grand Reserve Riesling 2009
New Zealand Royal Easter Show 2010
Gold MedalGrove Mill Chardonnay 2008
Gold MedalGrove Mill Riesling 2009
Silver MedalGrove Mill Sauvignon Blanc 2009
Silver MedalGrove Mill Pinot Gris 2009
Silver MedalSanctuary Riesling 2009
Decanter Wine Awards 2010
Silver MedalGrove Mill Home Black Sauvignon Blanc 2009
Silver MedalGrove Mill Grand Reserve Riesling 2009
International Wine Challenge 2010
Silver MedalGrove Mill Grand Reserve Riesling 2009
Silver Med&lGrove Mill Riesling 2009
Liquorland International Wine Competition 2010
Trophy and Gold Médaanctuary Riesling 2008
Gold MedalSanctuary Riesling 2009
Silver Med&lGrove Mill Riesling 2009
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DIRECTORS:

WINERY ADDRESS:

POSTAL ADDRESS:

EMAIL:

WEBSITES:

JA Jamieson (Chairman)
JE Albertson

DR Appleby

MJ McQuillan

SC Riley

WF Wallace

13 Waihopai Valley Road

Renwick, Marlborough, New Zealand
Telephone +64 3 572 8200
Facsimile +&1572 8211

PO Box 67, Renwick 7243, Marlborough, New Zealand
info@nzwineco.co.nz
WWW.NZWiNneco.co.nz

www.grovemill.co.nz
www.sanctuarywine.co.nz

NATURE OF BUSINESSProduction and distribution of wine

AUDITORS:

SOLICITORS:

BANKERS:

REGISTRATION NO.

REGISTERED OFFICE:

SHARE REGISTRAR:

SHARE TRADING:

Deloitte, Wellington

Lundons Law, Blenheim

National Bank of New Zealand, Blenheim

307139

13 Waihopai Valley Road, Renwick 7204, Marlborough

Computershare Investor Senviceted

159 Hurstmere Road, Takaploreh Shore City 0622

Private Bag 92119, Aucklaag 1

Telephone +64 9 488 8777

Facsimile +64 9 488 8787
Emailenquiry@computershare.¢please quote CSN or
shareholder number)

Website fahareholders to oga address or payment instructions or
view investment portfalisw.computershare.co.nz/investorcentre

NZXi NZAX Market
Stock Code ANWCO
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