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AAPPPPEENNDDIIXX  44EE  

 

 

The information contained in this report is for the full-year ended 28 February 2010 and the previous

corresponding period, 28 February 2009.

RESULTS FOR ANNOUNCEMENT TO MARKET

% Change $'000

Revenues from ordinary activities to 322,357

Profit from ordinary activities after tax attributable to members to 4,521

Net profit for the period attributable to members to 4,521

Dividends (distributions)

Final distribution - (Refer Note 5)

Interim distribution - paid 16 December 2009

Record date for determining entitlements to the final dividend

Brief explanation of any of the figures reported above and short details of any bonus or cash issue or 

other item(s) of importance not previously released to the market: 

Revenues from ordinary activities have declined largely as a result of reduced grain commodities business 

and lower derivative financial instrument gains, compared to the prior period.  Net profit has been 

impacted by reduced margins for cotton and commodity products and higher funding costs.

For further explanation of the annual financial results please refer to the Review of Operations 

shown in Page 4 of this report.

Earnings per share

Basic earnings per ordinary security

Net tangible assets per security

Net tangible asset backing per ordinary security

The above specific requirements of Appendix 4E should be read in conjunction with the complete

preliminary final report.  This financial report has been audited.

4.7 cents 6.8 cents

28 February 2010 28 February 2009

103 cents 102 cents

28 February 2010 28 February 2009

Down 19%

Down 35%

Down 35%

Amount Franked Amount

per Security per Security

Nil -

2.5 cents -

N/A
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Financial report for the year ended 28 February 2010 
Your directors present their report on the consolidated entity consisting of Namoi Cotton Co-operative Ltd and 
the entities it controlled at the end of or during the year ended 28 February 2010. 
 
Principal activities 
Namoi Cotton is a co-operative listed on the Australian Stock Exchange Ltd that is domiciled in Australia.  The 
principal activities of the entities in the economic entity during the course of the year were ginning and 
marketing cotton. 
 
2009-2010 full year financial results  
Namoi Cotton recorded a net profit after tax and rebate of $4.5 million for the full year ended 28 February 
2010 (2009: $7.0 million). The result has been adversely impacted by reduced margins for cotton and 
commodity products and higher funding costs. 
 
Net assets during the period have increased by $1.1 million (2009: $0.4 million) representing a net asset 
backing of $1.03 per unit of Namoi Capital Stock (2009: $1.02). 
 
Dividends  
The directors have announced that Namoi Cotton will not pay a final distribution (2009: 1.0 cents) per unit of 
Namoi Capital Stock leaving the total distribution for the year of 2.5 cents (2009: 4.0 cents). Payments to 
Namoi Capital Stockholders under the on-market buy-back amounted to $0.1 million (2009: $3.6 million) 
during the year.  
  
Review of operations 
Cotton production in 2009 continued to be impacted by seasonal factors with Australian production recorded 
at 1.5 million bales for the 2009 crop (2008 Crop: 0.6 million bales). Ongoing drought has restricted the 
industry to approximately 50% of sustainable volumes. Maintenance of market share and strategic cost 
initiatives continue to underpin the financial performance.  
 
Namoi Cotton ginned 398,000 bales of the 2009 crop (2008 season: 178,000 bales) representing market share 
of 26.5% (2008 season: 29.4%). The focus on minimising input costs through production efficiency projects has 
continued. The upgrade to the Merah North gin was commissioned for the 2009 season and work continues in 
rolling-out automated round module handling technology at selected gins. 
 
Marketing volumes for the 2009 crop were 589,000 bales (2008 season: 244,000 bales) representing market 
share of 39.3% of the Australian crop (2008 season: 40.2%). Namoi Cotton has consolidated its position in the 
industry through its management of risks and due to rationalisation of competition. A strong regional presence 
has assisted the achievement of this market share.   
 
Cotton seed volumes have increased in line with ginning volumes, but a reduction in demand for drought feed 
has reduced value and margins. Ongoing demand for cottonseed oils and meal products has contributed to a 
consistent performance ƛƴ bŀƳƻƛ /ƻǘǘƻƴΩǎ мр҈ ƛƴǘŜǊŜǎǘ ƛƴ ǘƘŜ /ŀrgill Oilseeds Australia business which 
reported a profit of $0.9 million (2008:$0.9 million).  
 
bŀƳƻƛ /ƻǘǘƻƴ /ƻƳƳƻŘƛǘƛŜǎ tǘȅ [ǘŘ όάb//έύ ŎƻƴǘƛƴǳŜǎ ǘƻ ƻŦŦŜǊ ƎǊƻǿŜǊ ƳŜƳōŜǊǎ ŀ ƳŀǊƪŜǘƛƴƎ ŀƭǘŜǊƴŀǘƛǾŜ ŦƻǊ 
grain, oilseed and pulses. Completion of the MacIntyre containerised grain packing facility has increased 
utilisation of our integrated warehousing and logistics network. The development of similar packing capacity 
through Wee Waa is well advanced and also offers synergies with our logistics capabilities.  
 
Namƻƛ /ƻǘǘƻƴΩǎ ōǳǎƛƴŜǎǎ ƳƻŘŜƭ ƭŜŀǾŜǎ ǘƘŜ co-operative competitively positioned with the Board committed to 
maintaining its status as the preferred supplier of cotton ginning and marketing services in Australia. 
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Likely developments 
2010 Season 
The 2010 cotton crop remains below sustainable volumes with current estimates of 1.6 million bales. Namoi 
Cotton expects to gin and market approximately 500,000 and 600,000 bales respectively. Whilst volumes 
remain below optimum levels, ongoing strategies will continue to deliver solid financial performance.  
 
Namoi Cotton is unable to provide guidance on its financial performance for the 2010/11 financial year as 
under current accounting standards financial results remain contingent on commodity prices, exchange rates 
and basis positions. 
  
2011 Season 
Current industry forecasts of the 2011 Australian cotton crop are in the vicinity of 2.2 million bales. Whilst this 
represents a significant increase on the 2010 season, most of the benefit has occurred in regions where Namoi 
Cotton does not operate gins. Water storages in NSW have not benefited from recent flooding and levels are 
consistent with those recorded 12 months ago. 
 
Rebate 
Namoi Cotton will pay a rebate to active grower members of $366,685 for the year, being an amount equal to 
7.5% of the operating profit after tax of the economic entity before providing for the rebate. The rebate 
amount will be divided by the total number of bales ginned and marketed for members of the co-operative 
during the 2008 season and distributed to members on a per bale basis. A rebate of $564,944 payable from 
the preceding year was paid in August 2009. 
 
Significant events after balance date 
There have been no significant events after balance date other than as disclosed elsewhere in this report. 
 
Significant changes in the state of affairs 
There has been no significant change in the state of affairs of the consolidated entity during the year other 
than as disclosed elsewhere in this report. 
 
Directors 
The names, qualifications and experience of the co-ƻǇŜǊŀǘƛǾŜΩǎ ŘƛǊŜŎǘƻǊǎ ǘƘŀǘ ƘŜƭŘ ƻŦŦƛŎŜ ǘƘǊƻǳƎƘƻǳǘ ǘƘŜ 
financial year and up to the date of this report, unless otherwise indicated, are as follows. 
 
Stuart C Boydell, Chairman, Non-executive Director, 62 
Mr. Boydell joined the board of directors as a grower director in June 1994 has been chairman since December 
1995. He was most recently re-elected at the 2008 ƎŜƴŜǊŀƭ ƳŜŜǘƛƴƎǎΦ IŜ Ƙŀǎ ƎǊƻǿƴ Ŏƻǘǘƻƴ ƻƴ ά/ƻƻƳŀέ ƴŜŀǊ 
Moree, NSW for over 20 years and is chairman of the remuneration committee and a member of the audit and 
compliance committee. 
 
Richard Anderson, Non-executive Director, 64, OAM, B.Com, FCA, FCPA 
Mr. Anderson joined the board as a non-grower director in July 2001. He was most recently re-elected at the 
2007 general meeting.  Mr Anderson previously held the position of managing partner of 
PricewaterhouseCoopers in Queensland.  Mr. Anderson is a member of the audit and compliance committee, 
the marketing and financial risk management committee and remuneration committee. During the past three 
years Mr Anderson has held ASX listed company directorships at Data#3 Limited (current ς appointed 27 
October 1997), Lindsay Australia Ltd (current ς appointed 16 December 2002) and GEO Property Group 
(current ς appointed 23 November 2006). He is also currently president of the Guide Dogs for the Blind 
Association of Queensland. 
 
Michael Boyce Non-executive Director, 67, FCA, FAICD, B Com, HDA  
Mr. Boyce joined the board as a non-grower director in October 2002.  He was most recently re-elected at the 
2009 general meeting.  He was the founding partner of BOYCE Chartered Accountants. He is currently a 
director of Monbeef Pty Ltd and Hazeldean Pty Ltd and chairman of Fugen Hardware Group. Mr. Boyce is a 
member of the audit and compliance committee. 
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Norman C Fussell, Non-executive Director, 72, AO, D Univ (Qut), D Univ (Griff), A.A.U.Q., FCPA, FCIS, FAusIMM, 
FAICD, FTIA, JP 
Mr. Fussell joined the board of directors in April 1996 as the first non-grower director.  He was most recently 
re-elected at the 2008 general meeting.  Mr. Fussell has extensive management, financial and operational 
experience. He is the chairman of both the audit and compliance committee and the marketing and financial 
risk management committee and is a member of the remuneration committee. During the past three years Mr 
Fussell has held ASX listed company directorship at HiTec Energy Ltd (current - appointed 16 August 1999).   He 
has also held a further non listed public company directorship with Kolar Gold PLC. 
 
Bruce S Longworth, Non-executive Director, 57 
Mr. Longworth joined the board of directors in February 2004 as a grower director. He was most recently re-
elected at the 2007 general meetings. Mr. Longworth has been growing cotton on South Bunarba since 1981 
ƴŜŀǊ aǳƴƎƛƴŘƛΣ b{² ŀƴŘ ƛǎ ŀƭǎƻ ŀ ǇŀǊǘ ƻǿƴŜǊ ƛƴ Ψ¸ŀǊǊŀƳƛƭŘƛΩΣ Ψ¸ŀǊǊŀƭǳƳōȅΩΣ Ψ²ƻƴƎǿƛŜΩ ŀƴŘ .ǳƴŀǊōŀ tŀǎǘƻǊŀƭ /ƻ 
Pty Ltd.  Mr. Longworth is currently a director of Monbeef Pty Ltd. 
 
Walter Taylor, Non-executive Director, 57 
Mr. Taylor retired from the board of directors at the 2009 general meeting as a grower director.  He was a 
member of the marketing and financial risk management committee. 
 
Ben Coulton, Non-executive Director, 55 
Mr Coulton joined the board of directors in July 2006 as a grower director.  He was most recently re-elected at 
the 2009 general meetings.  Mr Coulton has been growing cotton in the MacIntyre region since 1976. Mr 
Coulton currently holds the position of Chairman of the McIntyre Valley Cotton Growers Association and brings 
with him extensive industry and commercial expertise.  
 
Glen Price, Non-executive Director, 54, B Rural Science (Hons) 
Mr Price was appointed to the board of directors at the 2009 general meeting as a grower director.  Mr Price 
grows cotton in both the Mungindi and St George regions and has been involved in the cotton industry since 
1978. Mr Price is the current chairman of the Mungindi Cotton Growers and Water Users Association and 
brings with him extensive industry and commercial expertise.  
 
Company secretary 
Bailey Garcha, 36, BLLB, BFA, Dip Legal Studies, Dip Legal Practice 
Mr Garcha joined Namoi Cotton in July 2003 and has previously held legal and commercial positions with 
Minter Ellison Lawyers, Sparke Helmore Lawyers and NSW Treasury. 

 

Board & committee meeting attendance 
Meetings held and attended by each of the directors during the financial year were as follows: 
 

 

Directors'

Meetings

Audit and

Compliance

Marketing 

and

Financial Risk 

Management Remuneration

Number of meetings held: 11 3 2 1

Number of meetings attended:

SC Boydell (Chairman) 11 3 - 1

RA Anderson 10 3 2 1

M Boyce 10 3 - -

NC Fussell 10 3 2 1

WA Taylor (Available meetings: 5) 5 - 2 -

BS Longworth 10 - - -

B Coulton 10 - - -

G Price (Available meetings: 6) 6 - - -

Committee Meetings
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Committee membership 
As at the date of this report, the co-operative had an audit and compliance committee, a marketing and 
financial risk management committee and a remuneration committee. 
 
Members acting on the committees of the Board during the year were: 
 
Audit and Compliance Marketing and Financial Risk 

Management 
Remuneration 

NC Fussell (Chairman) NC Fussell (Chairman) SC Boydell (Chairman) 
RA Anderson RA Anderson NC Fussell 
M Boyce W Taylor RA Anderson 
SC Boydell   
 
Remuneration report (audited) 
This remuneration report outlines the director and executive remuneration arrangements of the co-operative 
and the consolidated entity in accordance with the requirements of the Corporations Act 2001 and its 
Regulations. For the purposes of this report Key Management Personnel (KMP) of the group are defined as 
those having the authority and responsibility either directly or indirectly for planning, directing and controlling 
the major activities of the co-operative and the group, including any director of the co-operative and includes 
the five executives in the parent and the group receiving the highest remuneration. 

 
a) Details of Specified Directors and Specified Executives 
 
Directors 
 
Mr S C Boydell  Chairman, non-executive 
Mr R A Anderson  Director, non-executive 
Mr M Boyce  Director, non-executive 
Mr N C Fussell  Director, non-executive 
Mr B S Longworth Director, non-executive 
Mr W A Taylor                   Director, non-executive (Retired ς 22 July 2009) 
Mr B Coulton  Director, non-executive 
Mr G Price                   Director, non-executive (Appointed ς 22 July 2009) 
 
Executives 
 
Mr R Bell  Chief Executive Officer (CEO) 
Mr S Greenwood               Chief Financial Officer 
Mr J Callachor  General Manager ς Operations and Human Resources 
Mr D Lindsay  General Manager ς Grower Services and Marketing 
Mr B Garcha  Company Secretary 
Mr L Hoad                          Logistics Manager 
 
b) Compensation of KMP 
 
Compensation Policy 
The performance of Namoi Cotton depends upon the quality of its directors and executives. To prosper and 
deliver maximised stakeholder returns, Namoi Cotton must attract, motivate and retain highly skilled and 
qualified directors and executives. 
 
To this end, Namoi Cotton embodies the following principles in its compensation framework: 
 

¶ Provide competitive rewards to attract high calibre executives; 

¶ Link executive rewards to company performance and shareholder value; 

¶ ! ǇƻǊǘƛƻƴ ƻŦ ŜȄŜŎǳǘƛǾŜ ŎƻƳǇŜƴǎŀǘƛƻƴ Ψŀǘ ǊƛǎƪΩΣ ŘŜǇŜƴŘŜƴǘ ǳǇƻƴ ǘƘŜ ŎƻƳǇŀƴȅ ŀƴŘ ƛƴŘƛǾƛŘǳŀƭ ŜȄŜŎǳǘƛǾŜ 
meeting pre-determined performance benchmarks; and 

¶ Establish performance hurdles in relation to variable executive compensation. 
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Remuneration Committee 
The remuneration committee of the board of directors of Namoi Cotton is responsible for determining and 
reviewing compensation arrangements for all KMP, including the directors, the CEO and other members of the 
senior executive team. 
 
The remuneration committee assesses compensation arrangements of KMP annually, by reference to relevant 
employment market conditions and independent external remuneration data. The overall objective of this 
assessment is to ensure maximisation of stakeholder returns from the retention of a high quality board and 
executive team employees. 
 
Compensation Structure 
In accordance with best practice corporate governance, the structure of non-executive director and executive 
compensation is separate and distinct. 

 
i) Non-executive Director Compensation 
 
Objective 
The board seeks to set aggregate compensation at a level that provides the company with the ability to attract 
and retain directors of the highest calibre, whilst incurring a cost that is acceptable to shareholders. 
 
Structure 
The co-operative rules specify that the Members at each general meeting shall determine compensation of 
non-executive directors.  The latest amendment was at the general meeting held on 27 July 2005 when the 
Members approved an aggregate compensation of $310,000 per year plus applicable committee fees. 
 
The amount of compensation sought to be approved by Members and the manner in which it is apportioned 
amongst directors is reviewed annually. The board considers advice from external consultants as well as the 
fees paid to non-executive directors of comparable companies when undertaking the annual review process. 
 
Each director receives a fee for being a director of the company. An additional fee is also paid for each board 
committee on which a director sits. The payment of additional fees for serving on a committee recognises the 
additional time commitment required by directors who serve on one or more sub-committees. 
 
Non-executive directors have been encouraged by the board to hold shares in the company purchased by the 
director on market. 
 
Non-executive directors who have served at least two full terms in office are entitled to a retirement benefit 
Ŝǉǳŀƭ ǘƻ ǘǿƛŎŜ ǘƘŜ ŘƛǊŜŎǘƻǊΩǎ ŦŜŜǎ ƛƴ ǘƘŜƛǊ ƭŀǎǘ ȅŜŀǊ ƻŦ ǎŜǊǾƛŎŜΦ 
 
The compensation of non-executive directors for the period ending 28 February 2010 is detailed on page 11 of 
this report. 

 
ii) Executive Compensation 
 
Objective 
The co-operative aims to reward executives with a level and mix of compensation commensurate with their 
position and responsibilities within the co-operative so as to: 

¶ reward executives for performance against targets set by reference to appropriate benchmarks; 

¶ align the interest of executives with those of shareholders; 

¶ link rewards with the strategic goals and performance of the co-operative; and 

¶ ensure total compensation is competitive by market standards. 
 
Structure 
Employment agreements have been negotiated with the CEO and other KMP. Details of these contracts are 
provided on page 10 of this report. 
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Each KMP agreement includes compensation which consists of the following key elements: 

¶ Fixed Compensation; 

¶ Variable Compensation comprising Short Term Incentives (STI) 
 
The remuneration committee establishes the proportion of fixed and variable (potential STI) compensation for 
KMP.  

 
iii) Fixed Compensation 

 
Objective 
The remuneration committee reviews fixed compensation annually. The process consists of a review of 
companywide, business unit and individual performance, relevant internal and market comparative 
compensation and, where appropriate, independent external remuneration data of equivalent industry 
sectors. 
 
Structure 
Executives are given the opportunity to receive their fixed remuneration in a variety of forms including cash, 
superannuation, remote rent, motor vehicles, housing, income protection insurance and any associated fringe 
benefits. The form chosen will be optimal for the recipient without creating undue cost for the co-operative. 

 
iv) Variable Compensation ς STI 
 
Objective 
The objective of the STI program is to link the achievement of the co-operativeΩǎ operational and financial 
targets with the compensation received by the executives charged with meeting those targets. 
 
Structure 
Actual STI payments depend on the achievement of specific operating targets set at the beginning of the 
financial year. The oǇŜǊŀǘƛƻƴŀƭ ǘŀǊƎŜǘǎ Ŏƻƴǎƛǎǘ ƻŦ ŀ ƴǳƳōŜǊ ƻŦ YŜȅ tŜǊŦƻǊƳŀƴŎŜ LƴŘƛŎŀǘƻǊǎ όYtLΩǎύ ŎƻǾŜǊƛƴƎ ōƻǘƘ 
financial and non-financial measures of performance. 
 
{¢L ŎƻƳǇŜƴǎŀǘƛƻƴ ƛƴŎƭǳŘŜǎ ŀƴ Ψŀǘ ǊƛǎƪΩ ŜƭŜƳŜƴǘ ǿƘƛŎƘ ŎƻƴǎǘƛǘǳǘŜǎ ŦƛŦǘȅ ǇŜǊŎŜƴǘ ƻŦ ǘƘŜ ŜȄŜŎǳǘƛǾŜǎ ƻǾŜǊŀƭƭ 
available STI compensation. This element is wholly dependent on Namoi Cotton achieving a pre-determined 
level of financial performance.  
 
The remaining ŦƛŦǘȅ ǇŜǊŎŜƴǘ ƻŦ ŜŀŎƘ ŜȄŜŎǳǘƛǾŜΩǎ {¢L ŎƻƳǇŜƴǎŀǘƛƻƴ ƛǎ ŘŜǇŜƴŘŜƴǘ ǳǇƻƴ ǘƘŜ ŀŎƘƛŜǾŜƳŜƴǘ ƻŦ 
financial and non-ŦƛƴŀƴŎƛŀƭ YtLΩǎΦ ¢ƘŜ ǊŜǾƛŜǿ ƻŦ ƛƴŘƛǾƛŘǳŀƭ ǇŜǊŦƻǊƳŀƴŎŜ ǳǎǳŀƭƭȅ ƻŎŎǳǊǎ ǿƛǘƘƛƴ ǘǿƻ ƳƻƴǘƘǎ ƻŦ ǘƘŜ 
balance date. The financial and non-ŦƛƴŀƴŎƛŀƭ YtLΩǎ ƛƴŎlude but are not limited to critical operational, profit, 
safety and developmental targets. 
 
KMP STI payments are subject to the approval of the remuneration committee. 
 
For the 2010 financial year, 100% (2009:100%) of the STI compensation vested to executives and was paid 
subsequent to the financial year end. 
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v) Contract for Services 
 
Major provisions of KMP employment agreements are set out below. 
 
Mr Robert Bell, CEO 

¶ Term of agreement - three years ending 31 March 2011 (Contract Termination Date) 

¶ Fixed compensation, inclusive of superannuation, for the years ended 28 February 2009, 2010 and 
2011 of $400,000 

¶ Payment of non-renewal benefit on non-renewal of employment agreement by the employer, equal 
to 1.3 times annual fixed compensation 

¶ Payment of termination benefit on termination of employment agreement by the employer, equal to 
the greater of 1.3 times annual fixed compensation or 1.3 times annual fixed compensation multiplied 
by the pro-rata number of years from the actual termination date to the Contract Termination Date 

¶ Payment of a retention benefit in the event of takeover, acquisition or merger, equal to 1.3 times 
annual fixed compensation 

¶ Period of notice to be given by employee - 12 weeks 

¶ Period of notice to be given by employer on non-renewal of agreement - 12 months 

¶ Period of notice to be given by employer on termination of agreement - 12 weeks     
 
Mr Stuart Greenwood, Chief Financial Officer 

¶ Term of agreement ς open  

¶ Fixed compensation, inclusive of superannuation, for the year ended 28 February 2010 of $185,000 
(28 February 2009: $160,000) 

¶ Period of notice to be given by employee or employer ς 4 weeks 
 
Mr Jeremy Callachor, General Manager Operations and Human Resources 

¶ Term of agreement - open 

¶ Fixed compensation, inclusive of superannuation, for the year ended 28 February 2010 of $260,000 
(28 February 2009: $240,000) 

¶ Payment of a retention benefit in the event of takeover, acquisition or merger, equal to 1.0 times 
annual fixed compensation 

¶ Period of notice to be given by employee or employer ς 4 weeks 
 
Mr Bailey Garcha, Company Secretary 

¶ Term of agreement ς open  

¶ Fixed compensation, inclusive of superannuation, for the year ended 28 February 2010 of $225,000 
(28 February 2009: $210,000) 

¶ Payment of a retention benefit in the event of takeover, acquisition or merger, equal to 1.0 times 
annual fixed compensation 

¶ Period of notice to be given by employee or employer ς 4 weeks 
 
Mr David Lindsay, General Manager Grower Services and Marketing 

¶ Term of agreement ς open  

¶ Fixed compensation, inclusive of superannuation, for the year ended 28 February 2010 of $260,000 
(28 February 2009: $240,000) 

¶ Payment of a retention benefit in the event of takeover, acquisition or merger, equal to 1.0 times 
annual fixed compensation 

¶ Period of notice to be given by employee or employer ς 4 weeks 
 
Mr Laurie Hoad, Logistics Manager 

¶ Term of agreement ς open  

¶ Fixed compensation, inclusive of superannuation, for the year ended 28 February 2010 of $125,960 
(28 February 2009: $120,960) 

¶ Payment of a retention benefit in the event of takeover, acquisition or merger, equal to 1.2 times 
annual fixed compensation 

¶ Period of notice to be given by employee or employer ς 4 weeks 
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Executives have had the opportunity to participate in the co-operativeΩǎ 9ƳǇƭƻȅŜŜ {ƘŀǊŜ LƴŎŜƴǘƛǾŜ tƭŀƴ ǳǇ ǘƻ 
its suspension in August 2004. 
 
Details of the nature and amount of each element of the emoluments of each director and each of the 
executive officers of Namoi Cotton and the consolidated entity receiving the highest emolument for the 
financial year are as follows: 

 
vi) Compensation of Key Management Personnel for the Year Ended 28 February 2010 
 

 
 

vii) Compensation of Key Management Personnel for the Year Ended 29 February 2009 

 
 
viii) Compensation Options 
 
Namoi Cotton does not currently and has not historically offered any options over its shares. As such no 
options have either been granted or exercised during the period or are on offer at the end of the period. 

 

  

Long-term

Benefits

Salary & Fees Cash Bonus

Non-

Monetary

Benefits Superannuation

Retirement

Benefits 1
Long Service 

Leave

Termination

Benefits Total

% 

Performance 

Related

Directors

SC Boydell 72,699 - - 6,543 - - - 79,242 -

RA Anderson 50,137 - - 4,512 - - - 54,649 -

M Boyce 47,630 - - 4,287 - - - 51,917 -

NC Fussell 60,165 - - 5,415 - - - 65,580 -

WA Taylor2 84,918 - - 1,343 (79,500) - - 6,761 -

BS Longworth 35,096 - - 3,159 - - - 38,255 -

B Coulton 35,096 - - 3,159 11,130 - - 49,385 -

G Price 21,308 - - 1,918 29,680 - - 52,906 -

Executives

R Bell 388,059 180,000 8,662 13,481 - 7,076 - 597,278 30.1%

D Lindsay 235,411 20,000 10,809 21,639 - (5,375) - 282,484 7.1%

J Callachor 237,788 20,000 3,849 19,798 - 4,745 - 286,180 7.0%

B Garcha 203,949 20,000 3,968 18,988 - 3,896 - 250,801 8.0%

S Greenwood 148,069 20,000 24,838 16,024 - 6,744 - 215,675 9.3%

L Hoad 109,827 20,000 7,831 10,695 - 4,265 - 152,618 13.1%

1,730,152 280,000 59,957 130,961 (38,690) 21,351 - 2,183,731

1.  Movement in accrued retirement benefits for the year ending 28 February 2010.
2.  Total payments for the period (including retirement benefits) amounted to $86,261.

Post-employment BenefitsShort-term Employee benefits

Long-term

Benefits

Salary & Fees Cash Bonus

Non-

Monetary

Benefits Superannuation

Retirement

Benefits 1
Long Service 

Leave

Termination

Benefits Total

% 

Performance 

Related

Directors

SC Boydell 72,699 - - 6,543 - - - 79,242 -

RA Anderson 50,137 - - 4,512 - - - 54,649 -

M Boyce 47,630 - - 4,287 - - - 51,917 -

NC Fussell 60,165 - - 5,415 - - - 65,580 -

WA Taylor 37,603 - - 3,384 - - - 40,987 -

BS Longworth 35,096 - - 3,159 7,420 - - 45,675 -

B Coulton 35,096 - - 3,159 7,420 - - 45,675 -

Executives

R Bell 379,315 180,000 15,119 22,700 - 7,188 - 604,322 29.8%

D Lindsay 206,881 20,000 6,029 19,505 - 4,232 - 256,647 7.8%

J Callachor 217,934 20,000 11,286 17,846 - 4,195 - 271,261 7.4%

B Garcha 193,059 20,000 432 17,738 - 4,171 - 235,400 8.5%

S Greenwood 130,742 20,000 18,659 13,899 - 6,594 - 189,894 10.5%

L Hoad 105,095 20,000 4,787 10,103 - 2,580 - 142,565 14.0%

1,571,452 280,000 56,312 132,250 14,840 28,960 - 2,083,814

1.  Movement in accrued retirement benefits for the year ending 29 February 2009.

Short-term Employee benefits Post-employment Benefits
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Group financial performance and position 
The folƭƻǿƛƴƎ ǘŀōƭŜ ƘƛƎƘƭƛƎƘǘǎ ƪŜȅ ŎƻƳǇƻƴŜƴǘǎ ƻŦ ǘƘŜ ƎǊƻǳǇΩǎ ŦƛƴŀƴŎƛŀƭ ǇŜǊŦƻǊƳŀƴŎŜ ŦƻǊ ǘƘŜ ƭŀǎǘ р ȅŜŀǊǎΦ 
 

 
 
5ƛǊŜŎǘƻǊΩǎ interests in the grower member shares and capital stock of the co-operative 
As at the date of this report, the interest of the directors and their related parties in the grower member 
shares and capital stock of the co-operative were: 

 
 
Environmental performance & regulation 
The directors regularly review the business activities of the co-operative to ensure it operates within the 
environmental laws established by regulatory authorities.  There have been no known breaches of 
environmental regulations under Commonwealth, State or other legislation. 
 
Indemnification and insurance of directors and officers 
Under the Rules of Namoi Cotton, every person who is or has been a director of the co-operative is 
indemnified, to the maximum extent permitted by law, out of the property of the co-operative against any 
liability to another person (other than the co-operative) as such a director unless the liability arises out of 
conduct involving any negligence, default, breach of duty or breach of trust of which that person may be guilty 
in relation to the co-operative. 
 
In addition, every person who is or has been a director is indemnified, to the maximum extent permitted by 
law, out of the property of the co-operative against any liability incurred by that person in defending any 
proceedings, whether civil or criminal, in which judgment ƛǎ ƎƛǾŜƴ ƛƴ ǘƘŀǘ ǇŜǊǎƻƴΩǎ ŦŀǾƻǳǊ ƻǊ ƛƴ ǿƘƛŎƘ ǘƘŀǘ 
person is acquitted, or in connection with any application in relation to any such proceedings in which relief 
under section 228 of the Co-operatives Act 1992 (NSW) is granted to that person by the court. 
 
During the financial year, Namoi Cotton has paid premiums amounting to $118,605 (2009: $92,798) in respect 
of a contract providing insurance for every person who is or has been a director or officer against losses arising 
from any actual or alleged breach of duty, breach of trust, neglect, error, misstatement, misleading statement, 
omission, breach of warranty of authority, or other act done or wrongfully attempted, or any liability asserted 
against them solely because of their status as directors or officers of the economic entity. 

 

2010 2009 2008 2007 2006

Earnings per CCU (cents) 4.7 6.8 4.2 11.5 11.9

Distribution per CCU (cents) 
1

3.5 4.0 2.0 7.0 5.5

CCU price at year end (cents) 41.0 34.0 45.0 66.0 65.0

CCU buyback average (cents) 36.5 35.5 54.1 64.0 66.7

Net assets ($m) 98.6 97.5 97.1 96.9 95.1

Net assets per share (cents) 103.2 101.9 91.8 90.0 84.0

1
 Represents amounts paid during the financial year (refer note 5).

Grower

Member

Shares

Co-operative

Capital

Units

SC Boydell (Chairman) 800 555,883

RA Anderson - -

M Boyce - 1,000,000

NC Fussell - 310,926

WA Taylor 800 642,290

BS Longworth 800 473,387

B Coulton 800 -

G Price 1,600 373,292
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Risk management 
The board includes a marketing and financial risk management committee (MFRMC), which identifies and 
monitors the co-ƻǇŜǊŀǘƛǾŜΩǎ risk profile on a timely basis in addition to reviewing management of portfolio 
ŜȄǇƻǎǳǊŜǎΦ ¢ƘŜ aCwa/ ŜƴǎǳǊŜǎ bŀƳƻƛ /ƻǘǘƻƴΩǎ ŦƛƴŀƴŎƛŀƭ ŀƴŘ Ǌƛǎƪ ƳŀƴŀƎŜƳŜƴǘ policies are aligned to its 
corporate philosophies and principles. The MFRMC regularly reports to the full board. 
 
Given the nature of our business, Namoi Cotton has a potential exposure to a number of business risks, 
including movements in commodity and currency markets.  To prudently manage these exposures, the 
MFRMC has developed comprehensive policies and procedures to monitor, assess and manage all our major 
business risks.   
 
Key responsibilities of the MFRMC include: 

¶ Monitoring and reviewing the policies and limits in the Risk Management Policy; 

¶ Monitoring and reviewing the performance of managements marketing committee; 

¶ Monitoring and reviewing procedures for treasury and hedging functions; 

¶ Monitoring and reviewing marketing products; 

¶ Monitoring and reviewing hedging strategies; 

¶ Monitoring and reviewing co-operative wide value at risk results; 

¶ Receiving external reports relative to risk management activities; 

¶ Monitoring and reviewing funding and liquidity structure and management; and 

¶ Monitoring the development of long-term strategic initiatives for marketing and risk management. 
 

Corporate governance 
In recognising the need for the highest standards of corporate behaviour and accountability, the directors of 
Namoi Cotton support and have complied with ǘƘŜ ǇǊƛƴŎƛǇƭŜǎ ƻŦ ŎƻǊǇƻǊŀǘŜ ƎƻǾŜǊƴŀƴŎŜΦ ¢ƘŜ ŎƻƳǇŀƴȅΩǎ 
corporate governance statement is to be published in the 2010 Annual Report due in June 2010 and is also 
ŀǾŀƛƭŀōƭŜ ƻƴ bŀƳƻƛ /ƻǘǘƻƴΩǎ ǇǳōƭƛŎ ǿŜōǎƛǘŜ ŀǘ ǿǿǿΦƴŀƳƻƛŎƻǘǘƻƴΦŎƻƳΦŀǳ   
 
Non-audit services  
Non-aǳŘƛǘ ǎŜǊǾƛŎŜǎ ǿŜǊŜ ǇǊƻǾƛŘŜŘ ōȅ ǘƘŜ ŜƴǘƛǘȅΩǎ ŀǳŘƛǘƻǊΣ 9Ǌƴǎǘ ϧ ¸ƻǳƴƎΣ ŀǎ ŘŜǎŎǊƛōŜŘ ƛƴ bƻǘŜ 25 of the 
financial report.  The directors are satisfied that the provision of non-audit services is compatible with the 
general standard of independence for auditors imposed by the Corporations Act 2001.  The nature and scope 
of each type of non-audit service provided means that auditor independence was not compromised.  
 
!ǳŘƛǘƻǊΩǎ LƴŘŜǇŜƴŘŜƴŎŜ 5ŜŎƭŀǊŀǘƛƻƴ 
¢ƘŜ ŀǳŘƛǘƻǊΩǎ ƛƴŘŜǇŜƴŘŜƴŎŜ ŘŜŎƭŀǊŀǘƛƻƴ ƛǎ ƛƴŎƭǳŘŜŘ ƻƴ page 14 of the financial report. 
 
Rounding 
The amounts contained in this report and in the financial statements have been rounded to the nearest 
thousand dollars (where rounding is applicable) in accordance with clause 10(6) of the Co-operatives (Accounts 
and Audit) Regulations and class order 98/0100 of the Corporations Act 2001. 
 
Signed in accordance with a resolution of the directors on behalf of the board. 
 
 
On behalf of the board 
 

 
 
S C BOYDELL 
Director 
Toowoomba 
21 April 2010 
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AAUUDDIITTOORRΩΩSS  IINNDDEEPPEENNDDEENNCCEE  DDEECCLLAARRAATTIIOONN  

TTOO  TTHHEE  DDIIRREECCTTOORRSS  OOFF  NNAAMMOOII  CCOOTTTTOONN  CCOO--OOPPEERRAATTIIVVEE  LLTTDD  
 
 
In relation to our audit of the financial report of Namoi Cotton Co-operative Ltd for the financial year ended 28 
February 2010, to the best of my knowledge and belief, there have been no contraventions of the auditor 
independence requirements of the Corporations Act 2001 or any applicable code of professional conduct. 
 

 
 
Ernst & Young 
 

 
 
Paula McLuskie 
Partner 
21 April 2010 
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IINNDDEEPPEENNDDEENNTT  AAUUDDIITTOORRΩΩSS  RREEPPOORRTT  

TTOO  TTHHEE  MMEEMMBBEERRSS  OOFF  NNAAMMOOII  CCOOTTTTOONN  CCOO--OOPPEERRAATTIIVVEE  LLTTDD  
 

Report on the Financial Report 
We have audited the accompanying financial report of Namoi Cotton Co-operative Ltd, which comprises the 
balance sheet as at 28 February 2010, and the statement of comprehensive income, statement of changes in 
equity and statement of cash flows  for the year ended on that date, a summary of significant accounting 
policies, other explanatory nƻǘŜǎ ŀƴŘ ǘƘŜ ŘƛǊŜŎǘƻǊǎΩ ŘŜŎƭŀǊŀǘƛƻƴ ƻŦ ǘƘŜ ŎƻƴǎƻƭƛŘŀǘŜŘ Ŝƴǘƛǘȅ ŎƻƳǇǊƛǎƛƴƎ ǘƘŜ Ŏƻ-
ƻǇŜǊŀǘƛǾŜ ŀƴŘ ǘƘŜ ŜƴǘƛǘƛŜǎ ƛǘ ŎƻƴǘǊƻƭƭŜŘ ŀǘ ǘƘŜ ȅŜŀǊΩǎ ŜƴŘ ƻǊ ŦǊƻƳ ǘƛƳŜ ǘƻ ǘƛƳŜ ŘǳǊƛƴƎ ǘƘŜ ŦƛƴŀƴŎƛŀƭ ȅŜŀǊΦ 
 
5ƛǊŜŎǘƻǊǎΩ wŜǎǇƻƴǎƛōƛƭƛǘȅ ŦƻǊ ǘƘŜ CƛƴŀƴŎƛŀƭ wŜǇƻǊǘ 
The directors of the co-operative are responsible for the preparation and fair presentation of the financial 
report in accordance with the Australian Accounting Standards (including the Australian Accounting 
Interpretations), the Co-operatives Act 1992 (NSW) and the Corporations Act 2001. This responsibility includes 
establishing and maintaining internal controls relevant to the preparation and fair presentation of the financial 
report that is free from material misstatement, whether due to fraud or error; selecting and applying 
appropriate accounting policies; and making accounting estimates that are reasonable in the circumstances. In 
Note 1, the directors also state that the financial report, comprising the financial statements and notes, 
complies with International Financial Reporting Standards as issued by the International Accounting Standards 
Board. 
 
!ǳŘƛǘƻǊΩǎ wŜǎǇƻƴǎƛōƛƭƛǘȅ 
Our responsibility is to express an opinion on the financial report based on our audit.  We conducted our audit 
in accordance with Australian Auditing Standards. These Auditing Standards require that we comply with 
relevant ethical requirements relating to audit engagements and plan and perform the audit to obtain 
reasonable assurance whether the financial report is free from material misstatement.   
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial report. The procedures selected depend on our judgment, including the assessment of the risks of 
material misstatement of the financial report, whether due to fraud or error. In making those risk assessments, 
we consider internal controls relevant ǘƻ ǘƘŜ ŜƴǘƛǘȅΩǎ ǇǊŜǇŀǊŀǘƛƻƴ ŀƴŘ ŦŀƛǊ ǇǊŜǎŜƴǘŀǘƛƻƴ ƻŦ ǘƘŜ ŦƛƴŀƴŎƛŀƭ ǊŜǇƻǊǘ  
in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of 
ŜȄǇǊŜǎǎƛƴƎ ŀƴ ƻǇƛƴƛƻƴ ƻƴ ǘƘŜ ŜŦŦŜŎǘƛǾŜƴŜǎǎ ƻŦ ǘƘŜ ŜƴǘƛǘȅΩǎ ƛƴǘŜǊƴŀƭ ŎƻƴǘǊƻls. An audit also includes evaluating 
the appropriateness of accounting policies used and the reasonableness of accounting estimates made by the 
directors, as well as evaluating the overall presentation of the financial report. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinion. 
 
Independence 
In conducting our audit we have met the independence requirements of the Corporations Act 2001.  We have 
given to the directors of the co-operatiǾŜ ŀ ǿǊƛǘǘŜƴ !ǳŘƛǘƻǊΩǎ LƴŘŜǇŜƴŘŜƴŎŜ 5ŜŎƭŀǊŀǘƛƻƴΣ ŀ ŎƻǇȅ ƻŦ ǿƘƛŎƘ ƛǎ 
ƛƴŎƭǳŘŜŘ ƛƴ ǘƘŜ ŘƛǊŜŎǘƻǊǎΩ ǊŜǇƻǊǘΦ 
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!ǳŘƛǘƻǊΩǎ hǇƛƴƛƻƴ 
In our opinion:  
1. the financial report of Namoi Cotton Co-operative Ltd is in accordance with the Co-operatives Act 1992 

(NSW) and the Corporations Act 2001, including: 
 

i giving a true and fair view of the financial position of Namoi Cotton Co-operative Ltd and the 
consolidated entity at 28 February 2010 and of their performance for the year ended on that 
date; and 

 
ii complying with Australian Accounting Standards (including the Australian Accounting 

Interpretations) and the Corporations Regulations 2001. 
 

2. the financial report also complies with International Financial Reporting Standards as issued by the 
International Accounting Standards Board. 

 
Report on the Remuneration Report 
²Ŝ ƘŀǾŜ ŀǳŘƛǘŜŘ ǘƘŜ wŜƳǳƴŜǊŀǘƛƻƴ wŜǇƻǊǘ ƛƴŎƭǳŘŜŘ ƛƴ ǇŀƎŜǎ т ǘƻ мм ƻŦ ǘƘŜ ŘƛǊŜŎǘƻǊǎΩ ǊŜǇƻǊǘ ŦƻǊ ǘƘŜ ȅŜŀǊ 
ended 28 February 2010. The directors of the co-operative are responsible for the preparation and 
presentation of the Remuneration Report in accordance with section 300A of the Corporations Act 2001. Our 
responsibility is to express an opinion on the Remuneration Report, based on our audit conducted in 
accordance with Australian Auditing Standards. 
 
!ǳŘƛǘƻǊΩǎ hǇƛƴƛƻƴ 
In our opinion the Remuneration Report of Namoi Cotton Co-operative Ltd for the year ended 28 February 
2010, complies with section 300A of the Corporations Act 2001. 
 

 
 
Ernst & Young 
 

 
 
Paula McLuskie 
Partner 
Brisbane 
21 April 2010 
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DDIIRREECCTTOORRSSΩΩ  DDEECCLLAARRAATTIIOONN  

 
In accordance with a resolution of the directors of Namoi Cotton Co-operative Ltd, I state that: 
 
In the opinion of the directors: 
 

a) the financial statements, notes and ǘƘŜ ŀŘŘƛǘƛƻƴŀƭ ŘƛǎŎƭƻǎǳǊŜǎ ƛƴŎƭǳŘŜŘ ƛƴ ǘƘŜ ŘƛǊŜŎǘƻǊǎΩ ǊŜǇƻǊǘ 
designated as audited, of the co-operative and of the consolidated entity are in accordance with the 
Co-operatives Act 1992 (NSW) and the Corporations Act 2001, including: 

 
i) giving a true and fair view of the co-ƻǇŜǊŀǘƛǾŜΩǎ ŀƴŘ ŎƻƴǎƻƭƛŘŀǘŜŘ ŜƴǘƛǘȅΩǎ ŦƛƴŀƴŎƛŀƭ Ǉƻǎƛǘƛƻƴ ŀǎ ŀǘ 

28 February 2010 and of their performance for the year ended on that date; and  
 

ii) complying with Accounting Standards and Corporations Regulations 2001; and  
 

b) there are reasonable grounds to believe that the co-operative and the consolidated entity will be able 
to pay their debts as and when they become due and payable. 

 
This declaration has been made after receiving the declarations required to be made to the directors in 
accordance with section 295A of the Corporations Act 2001 for the financial period ended 28 February 2010. 
 
 
On behalf of the board 
 

 
 
S C BOYDELL 
Director 
Toowoomba 
21 April 2010 
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SSTTAATTEEMMEENNTT  OOFF  CCOOMMPPRREEHHEENNSSIIVVEE  IINNCCOOMMEE  

ffoorr  tthhee  yyeeaarr  eennddeedd  2288  FFeebbrruuaarryy  22001100  

  

28 Feb 28 Feb 28 Feb 28 Feb

Note 2010 2009 2010 2009

Revenue from continuing operations 2a 322,357 397,300 292,850 320,979

Other income 2b 80 17 80 17

Share of profit/(loss) of associates 10d 894 798 29 (134)

Changes in inventories of finished goods

and work in progress 9,356 (72,845) 10,636 (70,410)

Raw materials and consumables used

at fair value (291,611) (286,919) (264,811) (211,598)

Employee benefits expense 2c (14,830) (11,264) (14,004) (10,902)

Depreciation (4,404) (3,609) (4,404) (3,609)

Finance costs 2d (7,909) (9,675) (7,752) (8,908)

Other expenses 2e (9,412) (6,835) (8,989) (6,637)

Profit before income tax 4,521 6,968 3,635 8,798

Income tax expense 3 - - - -

Profit from continuing operations 4,521 6,968 3,635 8,798

Profit from discontinued operations - - - -

Profit and total comprehensive income 

attributable to the members of 

Namoi Cotton Co-operative Ltd 4,521 6,968 3,635 8,798

28 Feb 28 Feb

Note 2010 2009

Earnings per capital stock unit

Basic earnings per unit 4 4.7 6.8

Diluted earnings per unit 4 4.7 6.8

Consolidated Parent

with the accompanying notes.

$'000 $'000

Cents

The above statement of comprehensive income should be read in conjunction
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BBAALLAANNCCEE  SSHHEEEETT  

aass  aatt   2288  FFeebbrruuaarryy  22001100 

  

28 Feb 28 Feb 28 Feb 28 Feb

Note 2010 2009 2010 2009

Current assets

Cash and cash equivalents 6 3,809 56,509 3,231 55,840

Trade and other receivables 7 37,824 18,865 44,987 23,346

Inventories 8 50,516 39,492 49,507 37,211

Prepayments 517 273 502 257

Derivative financial instruments 9 25,553 101,264 25,553 101,264

Total current assets 118,219 216,403 123,780 217,918

Non-current assets

Trade and other receivables 7 3,341 3,527 3,341 3,527

Investments in associates accounted for

using the equity method 10 5,061 5,071 - -

Property, plant and equipment 13 83,943 81,549 83,943 81,549

Derivative financial instruments 9 8,681 - 8,681 -

Total non-current assets 101,026 90,147 95,965 85,076

Total assets 219,245 306,550 219,745 302,994

Current liabilities

Trade and other payables 14 9,412 75,821 13,093 74,568

Interest bearing liabilities 15 57,653 419 57,653 419

Provisions 16 1,991 2,009 1,982 1,994

Derivative financial instruments 9 49,788 98,662 49,788 98,662

Total current liabilities 118,844 176,911 122,516 175,643

Non-current liabilities

Interest bearing liabilities 15 92 305 2,141 2,354

Provisions 16 818 839 815 835

Derivative financial instruments 9 225 30,294 225 30,294

Co-operative grower member shares 17 687 741 687 741

Total non-current liabilities 1,822 32,179 3,868 34,224

Total liabilities 120,666 209,090 126,384 209,867

NET ASSETS 98,579 97,460 93,361 93,127

Equity

Parent entity interest

Contributed equity 18 955 956 955 956

Reserves 19 31,867 31,925 31,867 31,925

Retained earnings 65,757 64,579 60,539 60,246

Total parent entity interest in equity 98,579 97,460 93,361 93,127

TOTAL EQUITY 98,579 97,460 93,361 93,127

The above balance sheet should be read in conjunction with the accompanying notes.

Consolidated Parent

$'000 $'000
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CCAASSHH  FFLLOOWW  SSTTAATTEEMMEENNTT  

ffoorr  tthhee  yyeeaarr  eennddeedd  2288  FFeebbrruuaarryy  22001100  

  

28 Feb 28 Feb 28 Feb 28 Feb

Note 2010 2009 2010 2009

Cash flows from operating activities

Receipts from customers 370,410 497,045 345,867 414,235

Payments to suppliers and employees (145,171) (160,708) (120,424) (78,608)

Payments to growers (321,402) (133,826) (321,395) (133,826)

Interest received 1,940 1,926 1,663 2,282

Borrowing costs (6,277) (8,905) (6,120) (8,138)

Rebates paid to grower members (565) (365) (565) (365)

Net cash inflow/(outflow) from operating

activities 6b (101,065) 195,167 (100,974) 195,580

Cash flows from investing activities

Payments for property, plant and equipment (6,942) (3,949) (6,942) (3,949)

Proceeds from sale of property, plant and

equipment 224 60 224 60

Loans advanced (10) (19) (10) (19)

Proceeds from loans receivable 18 30 18 30

Partnership distribution received 904 - 904 -

Net cash outflow from investing

activities (5,806) (3,878) (5,806) (3,878)

Cash flows from financing activities

Proceeds from issue of grower member shares 24 54 24 54

Payments for repurchases of grower member

shares (78) (6) (78) (6)

Payments for buyback of capital stock (59) (3,573) (59) (3,573)

Proceeds from borrowings 337,589 196,121 337,589 196,121

Repayment of borrowings (280,279) (330,846) (280,279) (330,846)

Loans advanced to growers (27,036) (7,068) (27,036) (7,068)

Proceeds from repayment of grower loans 27,647 7,233 27,647 7,233

Repayment of finance lease and hire purchase (294) (534) (294) (534)

Distribution paid to capital stockholders (3,343) (4,083) (3,343) (4,083)

Net cash inflow/(outflow) from financing

activities 54,171 (142,702) 54,171 (142,702)

Net increase in cash (52,700) 48,587 (52,609) 49,000

Add cash at the beginning of the financial year 56,509 7,922 55,840 6,840

Cash at end of period 6a 3,809 56,509 3,231 55,840

Consolidated Parent

The above cash flow statement should be read in conjunction with the accompanying notes.

$'000 $'000
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SSTTAATTEEMMEENNTT  OOFF  CCHHAANNGGEESS  IINN  EEQQUUIITTYY  

ffoorr  tthhee  yyeeaarr  eennddeedd  2288  FFeebbrruuaarryy  22001100  
CCU

Premium

Issued Reserve Retained Total

Consolidated $'000 Capital (Note 19) Earnings Equity

Total equity at 1 March 2009 956 31,925 64,579 97,460

Profit and total comprehensive income for the period - - 4,521 4,521

CCU's redeemed (1) (58) - (59)

Equity dividends - - (3,343) (3,343)

Total equity at 28 February 2010 955 31,867 65,757 98,579

CCU

Premium

Issued Reserve Retained Total

Parent $'000 Capital (Note 19) Earnings Equity

Total equity at 1 March 2009 956 31,925 60,246 93,127

Profit and total comprehensive income for the period - - 3,635 3,635

CCU's redeemed (1) (58) - (59)

Equity dividends - - (3,343) (3,343)

Total equity at 28 February 2010 955 31,867 60,538 93,360

CCU

Premium

Issued Reserve Retained Total

Consolidated $'000 Capital (Note 19) Earnings Equity

Total equity at 1 March 2008 1,057 35,397 60,636 97,090

Profit and total comprehensive income for the period - - 6,968 6,968

CCU's redeemed (101) (3,472) - (3,573)

Equity dividends - - (3,025) (3,025)

Total equity at 28 February 2009 956 31,925 64,579 97,460

CCU

Premium

Issued Reserve Retained Total

Parent $'000 Capital (Note 19) Earnings Equity

Total equity at 1 March 2008 1,057 35,397 54,473 90,927

Profit and total comprehensive income for the period - - 8,798 8,798

CCU's redeemed (101) (3,472) - (3,573)

Equity dividends - - (3,025) (3,025)

Total equity at 28 February 2009 956 31,925 60,246 93,127

The above statement of changes in equity should be read in conjunction with the accompanying notes.
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NNOOTTEESS  TTOO  TTHHEE  FFIINNAANNCCIIAALL  SSTTAATTEEMMEENNTTSS  

1. Summary of Significant Accounting Policies 
 

The principle accounting policies adopted in the preparation of the financial report are set out below. These 
policies have been consistently applied to all the years presented, unless otherwise stated. The financial report 
includes separate financial statements for Namoi Cotton Co-operative Ltd as an individual entity and the 
consolidated entity consisting of Namoi Cotton Co-operative Ltd and its subsidiaries. 
 
For the purposes of disclosure of events occurring after balance date the Directors have authorised this 
financial report for issue on 20 April 2010 in accordance with a resolution of the Board of Directors. 
 
The nature of the operations and principal activities of the gǊƻǳǇ ŀǊŜ ŘŜǎŎǊƛōŜŘ ƛƴ ǘƘŜ 5ƛǊŜŎǘƻǊǎΩ wŜǇƻǊǘΦ 
 
a) Basis of preparation 
 
The financial report is a general purpose financial report, which has been prepared in accordance with 
standards, other authoritative pronouncements of the Australian Accounting Standards Board, the Co-
operatives Act 1992 (NSW) and Corporations Act 2001. 
 
The financial statements have been prepared under the historical cost convention, except for ginning assets 
carried at deemed cost and derivative financial instruments and cotton lint inventory which are measured at 
fair value.  
 
Statement of compliance 
The financial report complies with Australian Accounting Standards and International Financial Reporting 
Standards as issued by the International Accounting Standards Board.  
 
Adoption of new accounting standards 
A number of revisions exist to current Australian Accounting Standards with future application dates for the 
group.  These revisions are not expected to result in any significant impact upon future reported results. 
 
The accounting policies adopted are consistent with those of the previous financial year except as follows: 
 
AASB 101 Presentation of Financial Statements 
The revised Standard separates owner and non-owner changes in equity.  The statement of changes in equity 
includes only details of transactions with owners, with non-owner changes in equity presented in a 
reconciliation of each component of equity and included in the new statement of comprehensive income.  The 
statement of comprehensive income presents all items of recognised income and expense, either in one single 
statement, or in two linked statements.  The group has elected to present one statement. 
 
AASB 8 Operating Segments 
AASB 8 replaced AASB 114 Segment Reporting upon its effective date.  AASB 8 disclosures are shown in note 
20 including the related revised comparative information.  
 
Significant accounting judgments, estimates and assumptions 
The preparation of the financial statements requires management to make judgments, estimates and 
assumptions that affect the reported amounts in the financial statements over the following primary areas: 

¶ The classification of derivatives as held for trading; 

¶ Determination of fair value on lint cotton inventory and forward purchase and sale contracts; 

¶ Impairment testing of property plant and equipment;  

¶ Forward seed purchase and sale contract valuations; 

¶ Classification of associates;  

¶ Treatment of deferred tax balances;  

¶ Assessment of the useful lives of assets; and 

¶ Employee provision probability factors. 
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b) Seasonality of operations  
 
bŀƳƻƛ /ƻǘǘƻƴΩǎ ƎƛƴƴƛƴƎ ǎŜƎƳŜƴǘ ƻǇŜǊŀǘŜǎ ƻƴ ŀ ǎŜŀǎƻƴŀƭ ōŀǎƛǎ ǿƘŜǊŜōȅ Ǝƛƴƴing occurs between March and 
August each year. Accordingly profits from cotton ginning are generated in the first half-year with losses 
incurred in the second half-year during the maintenance period. 
 
bŀƳƻƛ /ƻǘǘƻƴΩǎ ƳŀǊƪŜǘƛƴƎ ǎŜƎƳŜƴǘ ƎŜƴŜǊŀƭƭȅ ǘŀƪŜǎ ŘŜƭƛǾŜry of lint cotton from growers between March and 
August of each year. Profits from cotton marketing are recognised when Namoi Cotton takes delivery of the 
lint from the grower. This results in profits from marketing being recognised in the first half-year with losses 
incurred in the second half-year. 
 
c) Basis of consolidation 
 
Subsidiaries 
The consolidated financial statements incorporate the assets and liabilities of all subsidiaries of Namoi Cotton 
Co-ƻǇŜǊŀǘƛǾŜ [ǘŘ όάŎƻƳǇŀƴȅέ ƻǊ άǇŀǊŜƴǘ Ŝƴǘƛǘȅέύ ŀǎ ŀǘ н8 February 2010 and the results of all subsidiaries for 
the year then ended. Namoi Cotton Co-operative Ltd and its subsidiaries together are referred to in this 
financial report as the group or the consolidated entity. 
 
Subsidiaries are all those entities over which the group has the power to govern the financial and operating 
policies, generally accompanying a shareholding of more than one-half of the voting rights. 
 
Information from the financial reports of controlled entities is included from the date the controlling entity 
obtains control until such time control ceases.  Where there is loss of control of a controlled entity, the 
consolidated financial reports include the results for the part of the reporting period during which the 
controlling entity has control. 
 
Acquisitions of controlled entities are accounted for in compliance with AASB 3 Business Combinations.  The 
financial reports of controlled entities are prepared for the same reporting period as the controlling entity, 
using consistent accounting policies.  All intercompany balances and transactions, including unrealised profits 
arising from intra-group transactions, have been eliminated in full. 
 
Associates 
Associates are all entities, excluding joint ventures, over which the group has significant influence but not 
control, generally accompanying a shareholding of between 20% and 50% of the voting rights. Investments in 
associates are accounted for in the parent entity and consolidated financial statements using the equity 
method of accounting.  
 
The financial statements of the associate are used by the group to apply the equity method. The associate and 
the group both use materially consistent accounting policies. 
 
The gǊƻǳǇΩǎ ǎƘŀǊŜǎ ƻŦ ƛǘǎ ŀǎǎƻŎƛŀǘŜǎΩ Ǉƻǎǘ-acquisition profits or losses are recognised in the statement of 
comprehensive income while its shares of post-acquisition movements in reserves are recognised in reserves. 
The cumulative post-acquisition movements are adjusted against the carrying amount of the investment. 
DiǾƛŘŜƴŘǎ ǊŜŎŜƛǾŜŘ ŦǊƻƳ ǘƘŜ ŀǎǎƻŎƛŀǘŜ ŀǊŜ ǊŜŎƻƎƴƛǎŜŘ ƛƴ ǘƘŜ ǇŀǊŜƴǘ ŜƴǘƛǘȅΩǎ statement of comprehensive 
income, while in the consolidated financial statements they reduce the carrying amount of the investment.  
 
When the gǊƻǳǇΩǎ ǎƘŀǊŜ ƻŦ ƭƻǎǎŜǎ ƛƴ ŀƴ ŀǎǎƻŎƛŀǘe equals or exceeds its interest in the associate, including any 
other unsecured receivables, the group does not recognise further losses, unless it has incurred obligations or 
made payments on behalf of the associate. 
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Joint ventures  
Joint ventures exist where two or more venturers are bound contractually to undertake an economic activity 
that is subject to joint control. The types of joint venture entered into by the group, and their applicable 
accounting methods, comprise the following: 
 

¶ Joint venture operations 
The proportionate interests in the assets, liabilities, income and expenses of a joint venture operation have 
been incorporated in the financial statements under the appropriate headings.  
 

¶ Joint venture entity 
Interests in joint venture entities are carried at the lower of the equity-accounted amount and recoverable 
amount in the consolidated financial report. 
 

¶ Jointly controlled assets 
Interests in jointly controlled assets have been incorporated in the financial statements under the appropriate 
headings.  
 
d) Foreign currency translation 
 
Items included in the financial statements of each of the gǊƻǳǇΩǎ ŜƴǘƛǘƛŜǎ ŀǊŜ ƳŜŀǎǳǊŜŘ ǳǎƛƴƎ ǘƘŜ ŎǳǊǊŜƴŎȅ ƻŦ 
ǘƘŜ ǇǊƛƳŀǊȅ ŜŎƻƴƻƳƛŎ ŜƴǾƛǊƻƴƳŜƴǘ ƛƴ ǿƘƛŎƘ ǘƘŜ Ŝƴǘƛǘȅ ƻǇŜǊŀǘŜǎ όάǘƘŜ ŦǳƴŎǘƛƻƴŀƭ ŎǳǊǊŜƴŎȅέύΦ ¢ƘŜ Ŏƻƴǎƻƭidated 
financial statements are presented in Australian dollars, which is Namoi Cotton Co-ƻǇŜǊŀǘƛǾŜ [ǘŘΩǎ ŦǳƴŎǘƛƻƴŀƭ 
and presentation currency. 
 
Transactions denominated in foreign currencies are initially recorded in the functional currency at the 
exchange rates prevailing at the date of the transaction. Foreign exchange gains and losses resulting from the 
settlement of such transactions and from the translation of foreign currency denominated monetary assets 
and liabilities using rates of exchange applicable at balance date are recognised in the statement of 
comprehensive income.  
 
Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using 
the exchange rate as at the date of the initial transaction. Non-monetary items measured at fair value in a 
foreign currency are translated using the exchange rates at the date when the fair value was determined. 
 
e) Revenue recognition 
 
Revenue is recognised to the extent that it is probable that the economic benefits will flow to the entity and 
the revenue can be reliably measured.  The following specific recognition criteria must also be met before 
revenue is recognised. 
 
Sale of lint cotton, cotton seed and grain commodities 
Sales revenue is brought to account when the terms of delivery under the sales contract have been satisfied.  
 
Fair value of forward lint cotton commodity sale contracts is determined with reference to prevailing prices at 
reporting date. 
 
Derivatives     
Derivatives including forward lint cotton commodity purchase and sale contracts, cotton futures and options 
contracts and forward exchange contracts are stated at fair value with any gains or losses arising from changes 
in fair value taken directly to the statement of comprehensive income. 
 
The fair value of futures and options contracts is determined by reference to commodity prices with similar 
maturity profiles. The fair value of forward exchange contracts is calculated by reference to current forward 
exchange rates for contracts with similar maturity profiles. 
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Ginning revenue 
Ginning charges are invoiced to growers for services connected with the processing of seed cotton to lint 
cotton.  Revenue is brought to account on all production performed during the period. 
 
Interest revenue 
Interest revenue is brought to account when entitlement to interest occurs using the effective interest 
method. 
 
Dividend revenue 
Dividend revenue is brought to account when received. 
 
Rental revenue 
Rental income is brought to account when received. 
 
f) Government grants 
 
Government grants are recognised at fair value where there is reasonable assurance that the grant will be 
received and compliance is achieved with all attaching conditions. 
 
When a material grant relates to an expense item, it is recognised as income over the periods necessary to 
match the grant on a systematic basis to the costs that it is intended to compensate. 
 
g) Taxes  
 
Income Tax 
¢ƘŜ ƛƴŎƻƳŜ ǘŀȄ ŜȄǇŜƴǎŜ ƻǊ ǊŜǾŜƴǳŜ ŦƻǊ ǘƘŜ ǇŜǊƛƻŘ ƛǎ ǘƘŜ ǘŀȄ ǇŀȅŀōƭŜ ƻƴ ǘƘŜ ŎǳǊǊŜƴǘ ǇŜǊƛƻŘΩǎ ǘŀȄŀōƭŜ ƛƴŎƻƳŜ 
based upon the prevailing income tax rate adjusted by changes in deferred tax assets and liabilities 
attributable to temporary differences between the tax bases of assets and liabilities and their carrying 
amounts in the financial statements, and as to available carried forward taxation losses.  
 
The carrying amount of deferred income tax assets is reviewed at each balance date and reduced to the extent 
that it is no longer probable that sufficient taxable profit will be available to allow all or part of the deferred 
income tax asset to be utilised. 
 
Unrecognised deferred income tax assets are reassessed at each balance sheet date and are recognised to the 
extent that it has become probable that future taxable profits will allow the deferred tax asset to be 
recovered.   
 
Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to the year 
when the asset is realised or the liability is settled, based on tax rates (and tax laws) that have been enacted or 
substantively enacted at balance date. 
 
Deferred tax assets and deferred tax liabilities are offset only where such offset is enforceable and where the 
asset and liability relate to the same taxpaying entity and the same taxation authority. 
 
Income taxes relating to items recognised directly in equity are recognised in equity and not in the statement 
of comprehensive income. 
 
Tax consolidation legislation 
Namoi Cotton Co-operative Ltd is the head entity of the tax consolidated group comprising all wholly owned 
controlled entities. The group has applied the group allocation method in determining the appropriate amount 
of current and deferred taxes to allocate to the members of the tax consolidated group. 
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Goods and services tax (GST) 
Revenues, expenses and assets are recognised net of the amount of GST except: 

¶ where the GST incurred on a purchase of goods and services is not recoverable from the taxation 
authority, in which case the GST is recognised as part of the cost of acquisition of the asset or as part of 
the expense item as applicable; and 

¶ receivables and payables are stated with the amount of GST included. 
 
The net amount of GST recoverable from, or payable to, the taxation authority is included as part of 
receivables or payables in the statement of financial position. Cash flows are included in the statement of cash 
flows on a gross basis and the GST component of cash flows arising from investing and financing activities, 
which is recoverable from, or payable to, the taxation authority, are classified as operating cash flows. 
Commitments and contingencies are disclosed net of the amount of GST recoverable from, or payable to, the 
taxation authority. 
 
h) Leases 
 
Leases are classified at their inception as either operating or finance leases based on the economic substance 
of the agreement so as to reflect the risks and benefits incidental to ownership.  
 
Finance leases, which transfer to the group substantially all the risks and benefits incidental to ownership of 
the leased item, are capitalised at the inception of the lease at the fair value of the leased property or, if lower, 
at the present value of the minimum lease payments. Lease payments are apportioned between the finance 
charges and reduction of the lease liability so as to achieve a constant rate of interest on the remaining 
balance of the liability. Finance charges are charged directly against income. 
 
Capitalised leased assets are depreciated in accordance with the depreciation methodology applicable for the 
type of asset subject to the lease. However, if no reasonable certainty exists to indicate the asset will be 
acquired at the end of the lease term the asset is depreciated over the shorter of the estimated useful life of 
the asset or the lease term. 
 
The minimum lease payments of operating leases, where the lessor effectively retains substantially all of the 
risks and benefits of ownership of the leased item, are recognised as an expense on a straight-line basis over 
the period of the operating lease. 
 
i) Cash and cash equivalents 
 
Cash on hand and in banks and short-term deposits are stated at nominal value. 
 
For the purposes of the statement of cash flows, cash includes cash on hand and in banks and investments in 
money market instruments readily convertible to cash within two working days, net of outstanding bank 
overdrafts. Bank overdrafts are carried at the principal amount. Interest is recognised as an expense as it 
accrues. 
 
j) Trade and other receivables 
 
Trade receivables are recognised initially at fair value and subsequently measured at amortised cost using the 
effective interest method, less an allowance for impairment for any uncollectible debts. The recoverability of 
trade and grower loans is reviewed on an ongoing basis. An estimate for doubtful debts is made when 
collection of the full nominal amount is no longer probable. Bad debts are written off as incurred. 
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k) Inventories 
 
Cotton lint 
Cotton lint inventory is carried at fair value less costs to sell.   
 
Fair value is the amount for which an asset could be exchanged between knowledgeable willing parties in an 
ŀǊƳΩǎ ƭŜƴƎǘƘ ǘǊŀƴǎŀŎǘƛƻƴΦ /ƻǎǘǎ ǘƻ ǎŜƭƭ ƛƴŎƻǊǇƻǊŀǘŜ ŀƴǘƛŎƛǇŀǘŜŘ ŦǳǘǳǊŜ ŘŜƭƛǾŜǊȅ ŎƻǎǘǎΣ ŎƻƳƳƛǎǎƛƻƴǎ ŀƴŘ 
brokerage. 
 
Fair value less costs to sell may be higher or lower than cost with any differences taken to the statement of 
comprehensive income. 

 

White cotton seed, grain commodities and consumables 
White cotton seed, grain commodities and consumables are carried at the lower of average cost and net 
realisable value. 
 
Net realisable value is the estimated selling price in the ordinary course of business, less estimated costs of 
completion and the estimated costs necessary to make the sale. 
 
l) Derivative financial instruments 
 
The group uses derivative financial instruments such as foreign currency and cotton futures and options 
contracts to manage the risks associated with foreign currency and price fluctuations. Such derivative financial 
instruments are stated at fair value with any gains or losses arising from changes in fair value taken directly to 
the statement of comprehensive income. 
 
The fair value of forward exchange contracts is calculated by reference to current forward exchange rates for 
contracts with similar maturity profiles. The fair value of cotton futures and options contracts is determined by 
reference to commodity prices with similar maturity profiles.  
 
Forward commodity purchase and sale contracts are classified as derivatives measured at fair value. Fair value 
is determined with reference to prevailing prices at reporting date.   
 
The group uses interest rate derivatives to manage its risks associated with interest rate fluctuations. These 
derivatives have not been designated as hedging instruments and are accordingly initially recognised at fair 
value on the date on which the contract is entered into and are subsequently remeasured to fair value. 
Changes in fair value are recognised directly in the statement of comprehensive income as finance costs. Fair 
value is determined by reference to market values for similar instruments. 
   
m) Recoverable amounts of assets  
 
At each reporting date, the group assesses whether there is any indication that an asset may be impaired. 
Where an indicator of impairment exists, the group makes a formal estimate of recoverable amount. Where 
the carrying amount of an asset exceeds its recoverable amount the asset is considered impaired and is 
written down to its recoverable amount. 
 
Recoverable amount is the greater of fair value less costs to sell and value in use. It is determined for an 
ƛƴŘƛǾƛŘǳŀƭ ŀǎǎŜǘΣ ǳƴƭŜǎǎ ǘƘŜ ŀǎǎŜǘΩǎ ǾŀƭǳŜ ƛƴ ǳǎŜ Ŏŀƴƴƻǘ be estimated to be close to its fair value less costs to sell 
and it does not generate cash inflows that are largely independent of those from other assets or groups of 
assets, in which case, the recoverable amount is determined 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 value using a pre-tax 
discount rate that reflects current market assessments of the time value of money and the risks specific to the 
asset. 
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n) Property, plant and equipment 
 
Cost and valuation 
Gin and warehouse assets are carried at cost less accumulated depreciation and any accumulated impairments 
in value. Cost has been based upon a previous valuation, adopted on transition to AIFRS, which took place on 
29 February 2004 whilst subsequent asset additions are at cost.   
 
Depreciation 
Ginning infrastructure assets are depreciated on a units of production basis over their estimated remaining 
useful lives ranging from 10 to 20 years. All other property, plant and equipment, other than freehold land, is 
depreciated on a straight line basis at rates calculated to allocate the cost less estimated residual value at the 
end of the useful lives of the assets against revenue over their estimated useful lives.  
 
Major depreciation rates are: 

¶ Other ginning assets   1 to 20 years 

¶ Warehouse assets   3 to 44 years 

¶ Other assets    3 to 44 years 
 
Impairment 
The recoverable amount of plant and equipment are compared to carrying values when indicators of potential 
impairment exist. These indicators include but are not limited to significant industry, economic and agronomic 
events. 
 
The recoverable amount of plant and equipment is the greater of fair value less costs to sell and value in use. 
In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax 
discount rate that reflects current market assessments of the time value of money and the risks specific to the 
asset. 
 
For an asset that does not generate largely independent cash inflows, the recoverable amount is determined 
for the cash-generating unit to which the asset belongs. 
 
Where the carrying values exceed the estimated recoverable amount, the assets or cash-generating units are 
written down to their recoverable amount. 
 
Disposal 
An item of property, plant and equipment is derecognised upon disposal or when no future economic benefits 
are expected from its use or disposal. 
 
Any gain or loss arising on derecognition of the asset (calculated as the difference between the net disposal 
proceeds and the carrying amount of the asset) is included in the statement of comprehensive income in the 
year the asset is derecognised.   
 
o) Trade and other payables 
 
Liabilities for trade creditors and accruals are carried at cost, which is the fair value of the consideration to be 
paid in the future for goods and services received, whether or not billed to the entity. 

 

p) Interest-bearing loans and borrowings 
 
All interest-bearing liabilities are initially measured at fair value of the consideration received less attributable 
transaction costs and subsequently at amortised cost using the effective interest method. Interest is charged 
on non-related party borrowings as an expense as it accrues. 
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q) Provisions 
 
Provisions are recognised when the economic entity has a legal, equitable or constructive obligation to make a 
future sacrifice of economic benefits to other entities as a result of past transactions or other past events, it is 
probable that a future sacrifice of economic benefits will be required and a reliable estimate can be made of 
the amount of the obligation.  
 
A provision for distribution is recognised as a liability when the dividends are declared, determined or publicly 
recommended on or before the reporting date. 
 
r) Capital stock 
 
Capital stock is recognised at the fair value of the consideration received.  Any transaction costs arising on 
transactions relating to the issue or redemption of capital stock are recognised directly in equity as a reduction 
of the consideration received or as an increase to the consideration paid.  
 
s) Grower member share capital 
 
Grower member share (co-operative grower member share) capital is recognised as a liability in the balance 
sheet due to their fixed entitlement to the return of capital in the amount of $2.70 per grower member share 
per the co-operative rules.  
 
The classification as debt is in strict compliance with AASB 132 Financial Instruments: Presentation. The 
equitable rights attached to the grower member shares regarding voting capital entitlements and rebate 
eligibility has not changed as a result of this reclassification. 
 
Rebates payable to active grower member shareholders are recorded in the statement of comprehensive 
income as accrued finance costs.  
 
t) Share-based payment transactions 
 
The group has provided benefits to permanent employees (not including directors) in the form of participation 
in the employee share plan after a qualifying period. Shares are issued under the plan at a 5% discount to the 
average market price of the five days preceding the offer. The plan was suspended in August 2004.  

 

u) Employee benefits 
 
Provision is made for employee benefits accumulated as a result of employees rendering services up to the 
reporting date.  These benefits include wages and salaries, annual leave, sick leave and long service leave. 
Liabilities arising in respect of wages and salaries, annual leave and any other employee benefits expected to 
be settled within twelve months of the reporting date are measured at their nominal amounts based on 
remuneration rates which are expected to be paid when the liability is settled. All other employee benefit 
liabilities are measured at the present value of the estimated future cash outflow to be made in respect of 
services provided by employees up to the reporting date.  In determining the present value of future cash 
outflows, the interest rates attaching to government guaranteed securities that have terms to maturity 
approximating the terms of the related liability are used. 
 
Employee benefits are recognised against profits when they are respectively paid or payable. 
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v) Finance costs 
 
Finance costs are recognised as expenses in the periods in which they are incurred with the exception of 
interest rate derivatives recognised at fair value and the amortisation of ancillary costs incurred with the 
arrangement of borrowings, which are amortised over the period of the facility. Finance costs include: 
 

¶ interest on bank overdrafts and short term and long term borrowings using the effective interest 
method; and 

¶ fair value movements in interest rate derivatives. 
 
w) Earnings per unit 
 
Basic earnings per unit is determined by dividing the profit attributable to members, adjusted to exclude costs 
of servicing equity (other than distributions) by the weighted average number of units. 
 
Diluted earnings per unit is determined by dividing the profit attributable to members, adjusted to exclude 
costs of servicing equity (other than distributions) by the weighted average number of units and potential 
dilutive shares. 
 
x) Segment reporting 
 
An operating segment is a component of an entity that engages in business activities from which it may earn 
revenues and incur expenses (including revenues and expenses relating to transactions with other components 
of the same entity), whose operating results are regularly reviewed by the CEO as the ŜƴǘƛǘȅΩǎ ŎƘƛŜŦ ƻǇŜǊŀǘƛƴƎ 
decision maker to make decisions about resources to be allocated to the segment and assess its performance 
and for which discrete financial information is available.  This includes start up operations which are yet to 
earn revenues.  Management considered other factors in determining operating segments such as the 
existence of a line manager and the level of segment information presented to the board of directors. 
 
The group aggregates two or more operating segments when they have similar economic characteristics, and 
the segments are similar in each of the following respects: 

- Nature of the products and services, 
- Nature of the production processes, 
- Type or class of customer for the products and services, 
- Methods used to distribute the products or provide the services, and if applicable 
- Nature of the regulatory environment. 

 
Operating segments that meet the quantitative criteria as prescribed by AASB 8 are reported separately.  
However, an operating segment that does not meet the quantitative criteria is still reported separately where 
information about the segment would be useful to users of the financial statements. 
 
Information about other business activities and operating segments that are below the quantitative criteria are 
combined and disclosed in a separate category άǳƴŀƭƭƻŎŀǘŜŘ ǎŜƎƳŜƴǘέΦ 

 

y) Rounding of amounts 
 
This financial report is presented in Australian dollars and all values have been rounded to the nearest 
thousand dollars (where rounding is applicable) in accordance with clause 10(6) of the Co-operatives (Accounts 
and Audit) Regulations and class order 98/0100 of the Corporations Act 2001. The co-operative is an entity to 
which the class order applies. 
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2. Revenue and Expenses 

 
 
 
 

  

28 Feb 28 Feb 28 Feb 28 Feb
2010 2009 2010 2009

a) Revenue from continuing operations

Sale of goods at fair value 283,019 312,131 253,481 236,987

Derivative financial instrument gains 16,558 73,040 16,606 71,938

Rendering of services 20,646 9,414 20,646 9,414

Rental revenue 143 134 143 134

Financial service provider revenue 311 224 311 224

Finance revenue 1,680 2,357 1,663 2,282

322,357 397,300 292,850 320,979

Breakdown of finance revenue:

Interest revenue from grower finance 189 72 189 72

Interest revenue from non-related entities 1,462 2,265 1,445 2,190

Interest revenue from directors 29 20 29 20

1,680 2,357 1,663 2,282

b) Other income

Net gain on disposal of property, plant 

and equipment 80 17 80 17

80 17 80 17

c) Employee benefits expense

Salaries, wages, on-costs and other 

employee benefits 13,932 10,472 13,131 10,135

Defined contribution benefits expense 898 792 873 767

14,830 11,264 14,004 10,902

d) Finance costs

Interest on bank loans and overdrafts 7,771 7,613 7,614 6,846

Finance charges payable under finance leases

and hire purchase contracts 32 43 32 43

Rebate on Co-operative member shares 367 565 367 565

Interest expense - interest rate derivatives (261) 1,454 (261) 1,454

7,909 9,675 7,752 8,908

e) Other expenses

Maintenance 2,970 1,377 2,831 1,376

Insurance 998 1,034 909 930

Motor vehicle 1,125 775 1,048 769

Minimum operating lease payments 503 499 493 491

Other 3,816 3,150 3,708 3,071

9,412 6,835 8,989 6,637

Consolidated Parent
$'000$'000
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3. Income Tax 

 
 
The benefits in respect of tax losses will only be obtained if: 
 

a) future assessable income is derived of a nature and of an amount sufficient to enable the benefit to 
be realised; 

b) the conditions for deductibility imposed by tax legislation continue to be complied with; and 
c) no changes in tax legislation adversely affect the consolidated entity in realising the benefit. 

 
  

28 Feb 28 Feb 28 Feb 28 Feb
2010 2009 2010 2009

Statement of Changes in Equity
Income/(expense) items credited/(debited) directly

to equity - - - -

At the Group's statutory income tax rate of 30%
(2009: 30%) - - - -

Transfer to/(from) unrecognised temporary 
differences - - - -

Income tax expense reported in the statement of
changes in equity - - - -

Statement of Comprehensive Income
Accounting profit from continuing operations

before income tax expense 4,521 6,968 3,635 8,798

At the Group's statutory income tax rate of 30%
(2009: 30%) 1,356 2,090 1,091 2,639

Deductible loan repayments - (2,550) - (2,550)
Non-assessable income (25) (25) - (5)
Non-allowable expenditure 13 - 13 -
Losses transferred (to)/from head entity - - 88 (162)
Filing differences 5 (4) 276 (4)

1,349 (489) 1,468 (82)
Transfer to/(from) unrecognised temporary

differences (1,349) 489 (1,468) 82
Income tax expense recorded in the consolidated

statement of comprehensive income - - - -

Deferred Income Tax
At the Group's statutory income tax rate of 30%

(2009: 30%)
Unrecognised deferred tax assets 7,231 24,196 7,240 23,421
Unrecognised deferred tax liabilities (9,589) (22,254) (9,278) (21,817)
Unrecognised tax losses 7,615 4,664 6,515 4,341

5,257 6,606 4,477 5,945

Consolidated Parent
$'000 $'000
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Tax consolidated group and tax sharing arrangements 
Namoi Cotton Co-operative Ltd is the head entity of the tax consolidated group comprising all wholly owned 
controlled entities. The group has applied the group allocation method in determining the appropriate amount 
of current and deferred taxes to allocate to the members of the tax consolidated group. Members of the group 
have entered into a tax sharing agreement that provides for the allocation of income tax liabilities between the 
entities should the head entity default on its tax payment obligations. No amounts have been recognised in 
these financial statements in respect of this agreement on the basis that the possibility of default is remote. 

4. Earnings per Unit 
 
Basic earnings per unit amounts are calculated by dividing the net profit after rebate for the year attributable 
to the unit holders of the parent divided by the weighted average number of co-operative capital units 
outstanding during the year. 
 
There were no potentially dilutive equity balances at 28 February 2010 or at 28 February 2009. 
 
The following reflects the income and equity data used in the basic and diluted earnings per unit 
computations: 

 
 
 

5. Distributions Paid or Provided on Co-operative Capital Units 

 

28 Feb 28 Feb
2010 2009

Profit attributable to Co-operative capital stock holders of the parent 4,521 6,968

No. No.
Weighted average number of Co-operative capital stock units 95,519,800 102,709,182

Consolidated
$'000

28 Feb 28 Feb
2010 2009

Distributions declared and paid during the year (unfranked)
Interim distribution for the year ended 28 February 2010 of 2.5 cents 

per unit of Capital Stock (2009: 3.0 cents) 2,388 3,039
Final distribution for the year ended 28 February 2009 of 1.0 cent 

per unit of Capital Stock (2008: 1.0 cents) 955 1,043

3,343 4,082

Distributions provided in the previous year - (1,057)

Net distributions during the year 1 3,343 3,025

1 Net distribution paid was lower than accrued because of on-market share buy-back transactions
between dividend declaration and record date.

Consolidated
$'000
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6. Cash and Cash Equivalents 

 

28 Feb 28 Feb
2010 2009

Distributions paid or provided per capital 

stock unit

In respect of the financial years ended:
28 February 2010 2.5 -

28 February 2009 1.0 3.0

29 February 2008 - 1.0

28 Feb 28 Feb 28 Feb 28 Feb
2010 2009 2010 2009

Franking credits available for subsequent financial
years based on a tax rate of 30% (2009: 30%) - - - -

Consolidated Parent
$'000 $'000

Cents

28 Feb 28 Feb 28 Feb 28 Feb
2010 2009 2010 2009

Cash at bank and in hand 3,809 56,509 3,231 55,840
3,809 56,509 3,231 55,840

Cash at bank earns interest at floating rates based upon daily bank deposit rates.

(a) Reconciliation to Cash Flow Statement

For the purposes of the Cash Flow Statement, cash 
comprises the following items:

Cash at bank and in hand 3,809 56,509 3,231 55,840
3,809 56,509 3,231 55,840

Consolidated Parent
$'000 $'000
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28 Feb 28 Feb 28 Feb 28 Feb
2010 2009 2010 2009

(b) Reconciliation of net cash provided by operating

activities to operating profit after income tax.

Operating profit after income tax 4,521 6,968 3,635 8,798
Adjustments for non-cash items: 
Depreciation 4,404 3,609 4,404 3,609

(Gain)/loss on sale of property, plant and equipment (80) (17) (80) (17)
Foreign exchange (gain)/loss on finance leases (40) 162 (40) 162
Provision for employee benefits 160 40 165 23
Provision other (198) 200 (198) 200
Share of associates (profits)/losses (894) (798) (29) 134

3,352 3,196 4,222 4,111

Changes in operating assets and liabilities

(Increase)/decrease in accounts receivable (85,506) 89,031 (88,188) 90,594
(Increase)/decrease in inventories (11,024) 70,895 (12,297) 68,459
(Increase)/decrease in other assets (245) (119) (245) (111)
(Increase)/decrease in derivatives (11,915) 26,014 (11,914) 25,917
Increase/(decrease) in creditors (295) (750) 3,766 (2,120)

Increase/(decrease) in other liabilities 47 (68) 47 (68)
Net cash inflow/(outflow) from operating activities (101,065) 195,167 (100,974) 195,580

Consolidated Parent
$'000 $'000

c) Disclosure of financing activities
Refer to Note 15.

d) Disclosure of non-cash financing and investing activities

(i) Equipment Finance Transactions
No plant and equipment was acquired by means of finance leases or hire purchase contracts during
the 2010 or 2009 years.

(ii) Distribution Reinvestment Plan
No distributions were paid via the issue of units in 2010 or 2009 years.  Refer note 5 and note 18.

(e) Fair Value

All cash balances are reflective of fair value based on observable market data.
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7. Trade and Other Receivables 

 
 
1
 Trade debtors arise from the following: 

¶ International cotton sales which are non-interest bearing and settled on delivery through 
documentary credits or cash against documents.    

¶ Domestic sales of white cotton seed, grain commodities and ginning by-products. These debtors are 
settled under a range of agreed payment terms. These debtors are non-interest bearing. 

 
The group maintains trade credit insurance over non-related party domestic debtors to minimise credit risk. 
 
2
 Grower loans represent interest bearing crop finance facilities offered to growers secured by crop mortgage. 

Interest rate margins are determined based on the level of risk associated with the individual loan. 
 
As at 28 February 2010 Namoi Cotton had committed $0.04m (2009: $0.1m) in credit term facilities to growers 
which had not been drawn.  
 
3
 Loans to associates represent working capital financing provided to Australian Classing Services Pty Ltd. The 

loan bears interest at a fixed rate of 7.0% (2009: 7.0%) and is repayable on demand. 
 
4
 Loans to ŜƳǇƭƻȅŜŜǎΩ represent non-interest bearing loans advanced under the Namoi Cotton employee 

incentive share plan (refer note 18) and other staff advances.  
 
5
 Funds due from futures brokers represent funds on deposit to offset unfavourable futures mark-to-market 

values and futures contract maintenance margins. Funds are denominated in United States dollars and bear a 
nominal rate of interest.  
 
6
 Loans to joint venture asset participants relate to interest bearing facilities provided to growers in respect of 

their 60% ownership interest in the Mungindi seed shed. The loans are repayable from proceeds generated 
from the jointly controlled asset.  
 

28 Feb 28 Feb 28 Feb 28 Feb
2010 2009 2010 2009

Current

Trade debtors1 13,527 17,805 11,408 12,862

Less: allowance for impairment loss - (435) - (435)
13,527 17,370 11,408 12,427

Loans to growers2 893 1,320 893 1,320

Less: allowance for impairment loss (39) (794) (39) (794)
854 526 854 526

Loans to associates3 334 350 334 350

Loans to employees
4

34 41 34 41

Funds due from futures brokers
5

23,075 578 22,797 -

Loans to controlled entities - - 9,560 10,002
37,824 18,865 44,987 23,346

Non-current

Loans to joint venture asset participants6 1,753 1,793 1,753 1,793

Loans to joint venture operations participants
7

1,588 1,734 1,588 1,734
3,341 3,527 3,341 3,527

Consolidated Parent
$'000 $'000
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7
 Loans to joint venture operations participants are to unrelated parties, are non-interest bearing and are 

repayable from the proceeds generated by the joint venture. The loans are carried at fair value which is based 
upon cash flows discounted at a rate reflecting current market rates adjusted for counter party credit risk. 
 
Allowance for impairment loss 
 
An allowance for impairment loss is recorded where objective evidence exists that an individual receivable is 
impaired taking into account the likelihood of recovery of any collateral and/or trade credit insurance. 
Individual receivables are written off only upon exhaustion of all means of recovery and only with Board 
approval. No impairment losses have been recognised by the group and the parent entity in the current year 
(2009: $1,125). This amount was included in the other expenses item in the statement of comprehensive 
income. 
 

 
 
At balance date the ageing analysis of trade and other receivables is as follows: 
 

 
 
Receivables past due but not considered impaired are: Group $1,458,468 (2009: $2,513,700); Parent $779,335 
(2009: $1,925,700). Payment terms on these debts have not been renegotiated however discussions with the 
counterparties and/or receipts subsequent to reporting date have satisfied management that payment will be 
received in full. 
  
Other balances within trade and other receivables do not contain impaired assets and are not past due. It is 
expected these other balances will be received when due. 
 
Fair value, foreign exchange and credit risk 
 
All receivables are carried at fair value based on observable market data. Details regarding foreign exchange 
and interest rate risk are disclosed in Note 26. The maximum exposure to credit risk is the fair value of 
receivables less insurance recoverables. 

  

 

28 Feb 28 Feb 28 Feb 28 Feb
2010 2009 2010 2009

At 1 March 2009 1,229 1,802 1,229 1,802

Charge for the year - 1 - 1

Foreign exchange translation (100) (133) (100) (133)
Amounts written off (1,056) - (1,056) -

Recoveries (34) (441) (34) (441)
At 28 February 2010 39 1,229 39 1,229

Consolidated Parent
$'000 $'000

Total outstanding 41,204 23,621 48,367 28,102

Unimpaired
Within terms 39,706 19,878 47,549 24,947

Past Due 1 - 30 days 1,030 1,134 699 597

Past Due 31 - 60 days 371 179 39 152
Past Due 60+ days 58 1,201 41 1,177

Impaired
Past Due 60+ days 39 1,229 39 1,229



NAMOI COTTON CO-OPERATIVE LTD 

YEAR ENDED 28 FEBRUARY 2010 
NOTES TO THE FINANCIAL STATEMENTS 

PAGE 38 
 

 
 

8. Inventories 
 

 
 
The fair value of lint cotton inventory is determined by reference to observable markets and valuation 
techniques. 

9. Derivative Financial Instruments 
 

 
 
Derivatives are used by the group to manage trading and financial risks as detailed in note 26. 
 
Fair value of foreign exchange contracts are determined by comparing the contracted rate to the market rates 
for contracts with the same term to maturity. All movements in fair value are recognised in the statement of 
comprehensive income in the period they occur. The net fair value gain on foreign exchange contracts during 
the year was $79,359,174 for the group (2009: $68,364,890 loss) and $79,359,448 (2009: $68,384,126 loss) for 
the parent entity. 
 
 

 

28 Feb 28 Feb 28 Feb 28 Feb
2010 2009 2010 2009

Lint cotton (at fair value less costs to sell) 43,289 32,703 43,289 32,703

Cotton seed and grains (at cost) 4,087 2,795 3,078 514
Operating supplies and spares (at cost) 3,140 3,994 3,140 3,994

50,516 39,492 49,507 37,211

$'000 $'000
Consolidated Parent

 

28 Feb 28 Feb 28 Feb 28 Feb
2010 2009 2010 2009

Current assets
Foreign exchange contracts 13,481 - 13,481 -
Interest rate swap contracts 83 - 83 -

Lint cotton futures/option contracts 3,316 85,359 3,316 85,359
Lint cotton sale contracts - 15,905 - 15,905
Lint cotton purchase contracts 8,673 - 8,673 -

25,553 101,264 25,553 101,264

Non-current assets
Foreign exchange contracts 8,681 - 8,681 -

8,681 - 8,681 -

Current liabilities
Foreign exchange contracts 191 29,219 191 29,219
Lint cotton futures/options contracts 31,574 1,014 31,574 1,014
Lint cotton sale contracts 8,706 - 8,706 -

Lint cotton purchase contracts  9,317 68,429 9,317 68,429
49,788 98,662 49,788 98,662

Non-current liabilities

Foreign exchange contracts - 29,253 - 29,253
Lint cotton futures/options contracts 225 1,041 225 1,041

225 30,294 225 30,294

$'000 $'000
Consolidated Parent
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Fair value of cotton futures and option contracts are determined by comparing the contracted rate to the 
market rates for contracts of the same maturity. All movements in fair value are recognised in the statement 
of comprehensive income in the period they occur.  The net fair value loss on cotton futures and option 
derivatives during the year were $113,050,706 (2009: $102,924,827 gain) for the group and $113,050,706 
(2009: $102,924,827 gain) for the parent entity. 
 
Interest bearing loans of the group incurred an average variable interest rate of 4.9%.  Swaps in place at the 
comparative reporting date accounted for approximately 87% of the principal outstanding. The average fixed 
interest rates were 3.0% and the average variable rates were 4.0% at balance date.  The net fair value gains on 
interest rate swaps were $82,945. 
 
Comparatively, the groupΩs seasonal interest bearing debt had been fully repaid during the course of the  
previous reporting period and as a consequence, all short term interest rate derivatives were realised. 
 
Lint cotton sales contracts are forward dated and deliverable contracts with spinning mills. The fair value of 
lint cotton commodity contracts is determined by reference to cotton futures, foreign exchange rates and 
prevailing cotton basis levels for Australian cotton.  The net fair value loss on lint cotton sale contracts during 
the year was $24,610,848 for the group (2009: $13,024,918 gain) and $24,610,848 (2009: $13,024,918 gain) 
for the parent entity. 
 
Lint cotton commodity purchase contracts are forward dated and deliverable contracts with cotton growers. 
The fair value of lint cotton commodity contracts is determined by reference to cotton futures, foreign 
exchange rates and prevailing cotton basis levels for Australian cotton.  The net fair value gain on lint cotton 
purchase contracts during the year was $67,784,832 for the group (2009: $73,358,700 loss) and $67,784,832 
(2009: $73,358,700 loss) for the parent entity. 

10. Investments in Associates Accounted for Using the Equity Method 
 

 
 

 
 
(b) Principal activities 

¶ ACS provides independent classing services to the Australian cotton industry. 

¶ COA processes and markets cotton seed, canola and other oilseeds. 

¶ CPL owns facilities used in the processing and marketing of cotton seed, soy bean and other oilseeds 
by COA. 

 

28 Feb 28 Feb 28 Feb 28 Feb
2010 2009 2010 2009

Investment in associates 5,061 5,071 - -

Consolidated Parent
$'000 $'000

(a) Ownership interest

Name Balance Date

28 Feb 28 Feb
2010 2009

Australian Classing Services Pty Ltd ('ACS') 1 28 February 50% 50%

Cargill Oilseeds Australia Partnership ('COA') 31 May 15% 15%

Cargill Processing Ltd ('CPL') 1 31 May 15% 15%

1 Incorporated in Australia

% Ownership 

consolidated entity
interest held by
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(c) Significant influence 
 
{ƛƎƴƛŦƛŎŀƴǘ ƛƴŦƭǳŜƴŎŜ ŜȄƛǎǘǎ ƛƴ ǘƘŜ /ŀǊƎƛƭƭ ŀǎǎƻŎƛŀǘŜΩǎΣ ŘŜǎǇƛǘŜ ƭŜǎǎ ǘƘŀƴ нл҈ ƻǿƴŜǊǎƘƛǇΣ ŘǳŜ ǘƻ ǘƘŜ ŀƎǊŜŜŘ ƻƴŜ 
third representation upon the Board of Directors and management committees. Namoi Cotton is also a 
significant supplier of the primary product for the Narrabri cotton seed crushing facility. 

 
 
 
 
 
 

  

28 Feb 28 Feb
2010 2009

(d) Share of associate's profits/(losses)
Share of associate's:

Profit/(loss) before income tax expense 921 821
Income tax expense (27) (23)

Share of associate's net profit/(loss) 894 798

(e) Carrying amount of investments in associate's:
Balance at the beginning of the financial year 5,071 4,273

Distribution paid out of retained earnings (904) -
Share of associates profits/(losses) for the financial year 894 798

Carrying amount of investment in associate's at the 
end of the financial year 5,061 5,071

(f) Share of associate's assets and liabilities:
Current assets 7,465 8,438
Non-current assets 2,131 2,198
Current liabilities (4,533) (5,560)
Non-current liabilities (1) (5)
Net assets 5,062 5,071

(g) Share of associate's revenue 24,543 24,475

(h) Share of retained profits of the consolidated entity
     attributable to associates: 4,784 4,793

(i) Share of reserves of the consolidated entity
     attributable to associates: - -

(j) Share of contingent liabilities of associate: - -

(k) Share of associates capital commitments: - -

(l) Share of impairment of associates: - -

$'000
Consolidated
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11. Interest in Joint Venture Operations 
 

 
 
(b) Principal activities     
The joint ventures provide ginning services to cotton growers in the Gwydir and Lachlan valleys located in 
NSW. 
 
(c) Impairment     
No assets employed in the jointly controlled operation were impaired during the year (2009: $nil). 
 

 
 
The joint ventures had no material contingent liabilities or capital expenditure commitments at either year 
end. 

(a) Ownership interest

Name Balance Date

28 Feb 28 Feb
2010 2009

!ǳǎǘǊŀƭƛŀƴ /ƻǘǘƻƴ DƛƴƴƛƴƎ /ƻ όΨ!/D/Ωύ28 February 50% 50%

²ŀǘƘŀƎŀǊ DƛƴƴƛƴƎ /ƻƳǇŀƴȅ όΨ²D/Ωύ28 February 50% 50%

aƻƻƳƛƴ DƛƴƴƛƴƎ /ƻƳǇŀƴȅ όΨaD/Ωύ28 February 50% 50%

% Ownership 

interest held by
consolidated entity

(d) Share of joint ventures' assets and liabilities

28 Feb 28 Feb 28 Feb 28 Feb
2010 2009 2010 2009

Current assets
Cash 234 62 234 62
Inventories 95 103 95 103
Other 12 11 12 11
Total current assets 341 176 341 176

Non-current assets
Property, plant and equipment 13,536 14,126 13,536 14,126
Total non-current assets 13,536 14,126 13,536 14,126

Total assets 13,877 14,302 13,877 14,302

Current liabilities

Payables 851 197 851 197
Employee benefits 43 35 43 35
Total current liabilities 894 232 894 232

Non-current liabilities
Employee benefits 5 3 5 3
Total non-current liabilities 5 3 5 3

Total liabilities 899 235 899 235

Net assets 12,978 14,067 12,978 14,067

(e) Share of joint ventures' revenue 3,162 1,070 3,162 1,070

Consolidated Parent
$'000 $'000
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12. Interest in Jointly Controlled Assets 
 
Namoi Cotton holds a 40% joint ownership interest in the white cottonseed handling and storage facilities at 
Mungindi, with a book carrying value of $1.0m at 28 February 2010 (2009: $1.0m). 
 
There were no material contingent liabilities or capital expenditure commitments in respect of jointly 
controlled assets at balance date. 

 

13. Property, Plant and Equipment 
 

 
 
Gin, warehouse and other assets are carried at cost less accumulated depreciation and any accumulated 
impairments in value. Ginning cost has been based upon a prior valuation undertaken by Pricewaterhouse 
Coopers that took place on 29 February 2004 (of $58,634,000) whilst subsequent asset additions are at cost.  
Impairment losses are determined with reference to the items recoverable amount calculated as the greater 
of fair value less costs to sell or its value in use. For an asset that does not generate largely independent cash 
inflows, the recoverable amount is determined for the cash-generating unit to which the asset belongs. Where 
the carrying values exceed the estimated recoverable amount, the assets or cash-generating units are written 
down to their recoverable amount. 
 
Fair value has been determined by reference to a discounted cash flow analysis (i.e. sustainable free cash flows 
ƎŜƴŜǊŀǘŜŘ ōȅ ǘƘŜ Ǝƛƴ ŀǎǎŜǘǎ ŀǊŜ ŘƛǎŎƻǳƴǘŜŘ ǘƻ ǘƘŜƛǊ ǇǊŜǎŜƴǘ ǾŀƭǳŜύ ƛƴŎƻǊǇƻǊŀǘƛƴƎ ǘƘŜ ŘƛǊŜŎǘƻǊΩǎ ŀǎǎŜǎǎƳŜƴǘ ƻŦ 
the current economic conditions impacting the Australian cotton industry including but not limited to water 
allocations, price volatility and competitive pressures. The estimated future cash flows are discounted to their 
present value using a discount rate of 9.00% (2009: 9.00%) that reflects current market assessments of the 
time value of money and the risks specific to the asset.  No assets were impaired during the year. 
 

  

28 Feb 28 Feb 28 Feb 28 Feb
2010 2009 2010 2009

Gin Assets

Cost 73,283 70,878 73,283 70,878
Provision for depreciation and impairment (14,185) (11,812) (14,185) (11,812)
Transfers (396) - (396) -

58,702 59,066 58,702 59,066

Warehouse Assets
Cost 29,271 28,754 29,271 28,754

Provision for depreciation (15,469) (14,426) (15,469) (14,426)
Transfers 14 - 14 -

13,816 14,328 13,816 14,328

Other Assets
Cost 13,877 12,978 13,877 12,978
Provision for depreciation (8,338) (7,940) (8,338) (7,940)
Transfers 382 - 382 -

5,921 5,038 5,921 5,038

Capital work in progress ('CWIP') 5,504 3,117 5,504 3,117

Total written down value for property, 
plant & equipment 83,943 81,549 83,943 81,549

Consolidated Parent
$'000 $'000
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The recoverable amount of plant and equipment are compared to carrying values when indicators of potential 
impairment exist. These indicators include but are not limited to significant industry, economic and agronomic 
events. The recoverable amount of plant and equipment is the greater of fair value less costs to sell and value 
in use.  
 
Reconciliations 
 
Reconciliations of the carrying amounts of each class of property, plant and equipment at the beginning and 
end of the current financial year are set out below. 
 

 
 

 

14. Trade and Other Payables 
 

 
 
1
 Trade and other payables are non-interest bearing and are settled under a variety of terms dependent upon 

the transaction arrangements and the counterparty. Trade and other payables are carried at fair values based 
on observable market data. 
 
2
 Funds due to futures brokers represent funds on loan to offset favourable futures mark-to-market values less 

futures contract maintenance margins. Funds are denominated in United States dollars and bear a nominal 
rate of interest.  

  

Year Ended 28 February 2010 ($'000) Gins Warehouses Other CWIP

Consolidated and parent entity
Written down value - 1 March 2009 59,066 14,328 5,038 3,117

Additions and Transfer to/(from) CWIP 2,456 722 1,378 2,387
Disposals (7) (11) (127) -

Transfers (396) 14 382 -
Depreciation (2,417) (1,237) (750) -
Written down value - 28 February 2010 58,702 13,816 5,921 5,504

Year Ended 28 February 2009 ($'000) Gins Warehouses Other CWIP

Consolidated and parent entity
Written down value - 1 March 2008 60,385 15,272 5,348 247
Additions and Transfer to/(from) CWIP 333 270 476 2,870
Disposals (17) - (26) -
Depreciation (1,635) (1,214) (760) -
Written down value - 28 February 2009 59,066 14,328 5,038 3,117

28 Feb 28 Feb 28 Feb 28 Feb
2010 2009 2010 2009

Trade creditors and accruals1 9,412 9,707 8,992 5,256

Funds due to futures brokers2 - 66,114 - 66,114
Loans from controlled entities - - 4,101 3,198

9,412 75,821 13,093 74,568

Consolidated Parent
$'000 $'000
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15. Interest Bearing Liabilities 
 

 
 
Interest bearing liabilities are carried at fair values based on observable market data. Details of interest rate 
risk, foreign exchange risk and liquidity risk are disclosed in Note 26. 
 
Financing arrangements 
 
¢ƘŜ ŜȄǘŜƴǘ ǘƻ ǿƘƛŎƘ ǘƘŜ ŜŎƻƴƻƳƛŎ ŜƴǘƛǘȅΩǎ ŦƛƴŀƴŎŜ ŦŀŎƛƭƛǘƛŜǎ ǇǊƻǾƛŘŜŘ ōȅ !ǳǎǘǊŀƭƛŀ ŀƴŘ bŜǿ ½ŜŀƭŀƴŘ .ŀƴƪƛƴƎ 
Group Limited (ANZ) and Rabobank Australia Limited (Rabo) were utilised at 28 February 2010 is listed below.  
The seasonal finance facilities limit at 28 February 2010 was $170.5 million (2009: $222.5 million) subject to 
ƛƴƴŜǊ ƭƛƳƛǘǎ ōŀǎŜŘ ƻƴ ƭŜǾŜƭǎ ƻŦ ƛƴǾŜƴǘƻǊȅΣ ƭƻŀƴǎ ǘƻ ƎǊƻǿŜǊǎ ŀƴŘ ŦǳǘǳǊŜǎ ōǊƻƪŜǊǎΩ current account balances.  
 
Underpinning the seasonal finance facilities is a secured structured inventory financing arrangement that 
enables Namoi Cotton to effectively manage cash flow requirements associated with the purchase of lint 
cotton from growers.  
 
ANZ and Rabo are also providing Namoi Cotton with a secured $20 million (2009: $20 million) term debt 
facility, which extends through to 29 February 2012, and the majority of its treasury lines.  Security is provided 
by a fixed and floating charge over the assets and undertakings of the group. 
 
The total seasonal and term facilities are subject to an annual review by ANZ and Rabo. At the date of this 
report the total seasonal facilities are due to expire on 30 April 2010. 
 

28 Feb 28 Feb 28 Feb 28 Feb
2010 2009 2010 2009

Current
Seasonal/Short term 2,600 - 2,600 -

Loans 54,690 - 54,690 -
57,290 - 57,290 -

Grower deposits 39 29 39 29
Customer deposits 80 24 80 24

Lease liability - 178 - 178

Hire purchase 244 188 244 188
57,653 419 57,653 419

Non-current
Loans from controlled entities - - 2,049 2,049

Hire purchase 92 305 92 305
92 305 2,141 2,354

Consolidated Parent
$'000 $'000
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Funds available under these facilities were greater at the end of February 2009 largely as a result of lower 
levels of ending lint inventory and favourable ōǊƻƪŜǊǎΩ drawings against futures positions. 
 
Hire purchase contracts on equipment have an average term of 5 years with the average interest rate implicit 
in the contracts of 7.5%. 

16. Provisions 

 
 
Co-operative grower member rebate 
Namoi Cotton is required to pay a rebate to active grower members of $366,685 (2009: $564,944) equating to 
7.5% of the operating profit after tax of the economic entity before providing for the rebate. The rebate is 
payable within 6 months of the reporting of results for the financial year. 

28 Feb 28 Feb 28 Feb 28 Feb
2010 2009 2010 2009

Utilised facilities
Term facility - bills payable and secured loans 14,000 - 14,000 -

Seasonal facility - bills payable/overdraft/inventory 43,030 - 43,030 -
Total draw downs 57,030 - 57,030 -

Funds available in these facilities 133,470 242,500 133,470 242,500

Total facility limits 190,500 242,500 190,500 242,500

Consolidated Parent
$'000 $'000

28 Feb 28 Feb 28 Feb 28 Feb
2010 2009 2010 2009

Current

Employee leave entitlements 1,154 993 1,145 978
Employee variable compensation 470 451 470 451
Co-operative member rebate 367 565 367 565

1,991 2,009 1,982 1,994

Non-current
Employee leave entitlements 818 839 815 835

818 839 815 835

$'000 $'000
Consolidated Parent



NAMOI COTTON CO-OPERATIVE LTD 

YEAR ENDED 28 FEBRUARY 2010 
NOTES TO THE FINANCIAL STATEMENTS 

PAGE 46 
 

 
 

17. Co-operative Grower Member Shares 

 
 
Terms and conditions 

¶ Grower shares may only be held by active members; 

¶ Grower shareholders have one vote at member meetings, regardless of the number of grower shares 
held; 

¶ Grower shares can be issued and are redeemable for a fixed amount of $2.70 per share, but have no 
entitlement to surplus repayments; 

¶ Grower shares have no dividend entitlement; 

¶ Grower shareholders appoint the directors of Namoi Cotton, subject to the stockholders right to 
nominate up to three non-grower directors; 

¶ Grower shareholders are entitled to a rebate for each bale of cotton ginned and/or marketed with 
Namoi Cotton. 

     
Minimum holding and forfeiture rules 
Rule 6 of the rules of the co-operative requires active members to hold 800 shares, produce cotton from a 
ƳƛƴƛƳǳƳ пл ƘŜŎǘŀǊŜǎ ŀƴŘ ŎƻƴŘǳŎǘ ŀ ƳƛƴƛƳǳƳ нл҈ ƻŦ ǘƘŜ ƳŜƳōŜǊΩǎ Ŏƻǘǘƻƴ ōusiness with the co-operative in 
order to be eligible for a rebate of ginning and marketing charges levied by the co-operative.  The board may 
declare membership of a member cancelled where the grower is inactive for two years, whereby grower 
shares are forfeited and the grower is repaid an amount equal to the initial issue price. 

18. Contributed Equity 

 
 

28 Feb 28 Feb 28 Feb 28 Feb
2010 2009 2010 2009

Grower member shares - fixed capital entitlement 687 741 687 741

28 Feb 28 Feb 28 Feb 28 Feb
2010 2009 2010 2009

1 cent Grower member shares (fully paid)
Shares at the beginning of the financial year 274,400 256,800 274,400 256,800
Shares issued during the year 8,800 20,000 8,800 20,000

Shares repurchased/forfeited during the year (28,800) (2,400) (28,800) (2,400)
Shares at the end of the financial year 254,400 274,400 254,400 274,400

No.No.

Consolidated Parent
$'000 $'000

28 Feb 28 Feb 28 Feb 28 Feb
2010 2009 2010 2009

Capital Stock 955 956 955 956

28 Feb 28 Feb 28 Feb 28 Feb
2010 2009 2010 2009

1 cent Capital Stock (fully paid)

Capital stock at the beginning of the financial year 95,680 105,750 956 1,057

Redeemed through on-market buy-back (163) (10,070) (1) (101)
Capital stock at the end of the financial year 95,517 95,680 955 956

Net tangible assets per co-operative capital unit $ 1.03 $ 1.02

Consolidated Parent
$'000 $'000

No. '000 $'000
Consolidated and Parent
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Terms and conditions 

¶ Capital stock holders are entitled to distributions as declared by the directors; 

¶ Capital stock holders have no right to vote at any general meeting of Namoi Cotton; 

¶ Matters relating to the appointment of the non-grower directors must be approved by capital stock 
holders prior to submission to a general meeting of Namoi Cotton for approval; 

¶ On winding up, capital stock holders are entitled to the proceeds from surplus assets after payment of 
grower paid up share capital. 

 

 
 
Namoi Cotton Employee Incentive Share Plan  
 
The Employee Incentive Share Plan was suspended in August 2004. All full time employees who were 
continuously employed by Namoi Cotton for a period of one year were eligible to participate in the plan after 
the finalisation of the full year results for the year ended 29 February 2004.  The issue price was at a 5% 
discount to the average market price of Namoi capital stock over the 5 trading days preceding the offer date. 
 
Under the terms of the plan, employees are provided with an interest free loan to finance the issue price of 
the units.  A minimum of 75% of the amount of all distributions paid in relation to units issued under the plan 
must be applied as a repayment of the loan.  In any event, the loan must be repaid on the earlier to occur of 
termination of employment and 10 years.  At the end of the financial year employee loans totalled $30,208 
(2009: $39,884). 
 
Units issued under the plan are placed in escrow until the later to occur of three years from issue and when 
the employee loan has been fully repaid.  At the end of the financial year there were 184,000 units (2009: 
210,000 units) under escrow. 

 

Rebate reinvestment plan 
 
The rebate reinvestment plan did not operate in relation to the rebate payable for the year ended 29 February 
2009 and will not in respect of the rebate due for the year ended 28 February 2010. 
     
Distribution reinvestment plan 
  
Capital stock issued under the distribution reinvestment plan is issued at a discount of 5% to the weighted 
average market price of Namoi capital stock sold on the ASX on the first day on which Namoi capital stock is 
quoted ex distribution in relation to the distribution to which the allotment relates and the following four 
business days.  
 
Capital management 
 
Namoi Cotton manages capital through the payment of dividends and participation in the on-market buy back 
of its Namoi Capital Stock. Decisions on capital management are made having regard to compliance with 
externally imposed capital requirements principally through maintaining a minimum level of net assets.  

  

Capital stock movements Date

Per

Unit#
No.

'000

Value

$'000

Year Ended 28 February 2010

Repurchase of capital stock under on-market buybackVarious 0.36 (163) (59)

Year Ended 28 February 2009

Repurchase of capital stock under on-market buyback Various 0.35 (10,070) (3,573)

# Average price paid
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19. Nature and Purpose of Reserves 
 
Capital stock (CCU) premium reserve 
 
By virtue of rule 15.2 of the co-operative rules, the capital stock premium reserve is used to record amounts 
received in respect of capital stock issued at a premium and are to be regarded as paid up capital of the co-
operative.  
 
The balance standing to the credit of this account may be applied in any one or more of the following ways: 

¶ In the payment of dividends if those dividends are satisfied by the issue of shares to the members of 
the co-operative; 

¶ In writing off the preliminary expenses of the co-operative; or 

¶ In providing for the premium payable on redemption of shares, debentures or co-operative capital 
units. 

20. Segment Information 
 

Identification of reportable segments 
 
The group has identified its operating segments based on the internal reports that are reviewed and used by 
the executive management team (the chief operating decision makers) in assessing performance and in 
determining the allocation of resources. 
 
The operating segments are identified by management based on the manner in which the product is sold, 
whether retail or wholesale, and the nature of the services provided, the identity of service line manager and 
country of origin.  Discrete financial information about each of these operating businesses is reported to the 
executive management team on at least a monthly basis. 
 
The reportable segments are based on aggregated operating segments determined by the similarity of the 
products and sold and/or the services provided, as these are the sources of the gǊƻǳǇΩǎ ƳŀƧƻǊ Ǌƛǎƪǎ ŀƴŘ ƘŀǾŜ 
the most effect on the rates of return. 
 
Types of products and services 
 
Ginning 
The ginning business operates 13 cotton gins (incorporating 3 joint venture gins, referred to in note 12) located 
in the key growing areas of NSW and Queensland.  The ginning service provided to the growers during the 
production process includes the separation of lint cotton from seed and other foreign matter and the 
conversion of cotton in module form to bale form.  Grower customers are also able to sell the white cotton 
seed by-product to Namoi Cotton or elect to retain their white cotton seed. 
 
Marketing 
The marketing business involves the purchase of lint cotton from Australian growers using a variety of forward 
contracts that offer differing combinations of price, delivery and risk characteristics.  Lint cotton is purchased 
ex-Ǝƛƴ ƛƴ ōŀƭŜ ŦƻǊƳ ŀƴŘ ǘǊŀƴǎǇƻǊǘŜŘ ǘƻ ƻƴŜ ƻŦ bŀƳƻƛ /ƻǘǘƻƴΩǎ ǘƘǊŜŜ ǊŜƎƛƻƴŀƭ ǿŀǊŜƘƻǳǎŜǎΦ  bŀƳƻƛ /ƻǘǘƻƴ ǘƘŜƴ 
transports the cotton to a buyer, with approximately 99% of sales ultimately being to Asia.  The marketing 
business manages its marketing risks by utilising cotton futures and options and foreign currency contracts 
under strict risk management policies. 
 
Commodities 
The controlled entity Namoi Cotton Commodities Pty Ltd procures various grain and pulse crops from 
Australian growers and sells these into various domestic and international markets. 
 
Accounting policies 
 
The accounting policies used by the group in reporting segments internally are the same as those contained in 
note 1 to the accounts and in the prior period. 
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The following items (or a portion thereof) of income and expenditure are not allocated to operating segments 
as they are not considered part of the core operations of any segment: 

- Interest Revenue; 
- Rental Revenue; 
- Share of profit from associate; 
- Finance costs; 
- Corporate employee benefits expense; 
- Corporate depreciation; and 
- Other corporate administrative expenses. 

 
A segment balance sheet and cashflow is not reported to the chief operating decision makers and are not 
disclosed as part of this report. 

 

Business Segment 
 

 
 
 

Business Segments Ginning Marketing Commodities Unallocated Consolidated
Year ended  28 February 2010 $'000 $'000 $'000 $'000 $'000

Revenue
Sales to external customers 62,437 228,296 29,490 - 320,223
Other revenues from external customers 311 - - - 311
Total consolidated revenue 62,748 228,296 29,490 - 320,534
Non-segment revenues
  Interest revenue - - - 1,680 1,680
  Rental revenue - - - 143 143

62,748 228,296 29,490 1,823 322,357

Results
Profit/(loss) before tax and finance costs 1,758 13,882 58 (4,162) 11,536
Finance costs (188) (179) - (7,542) (7,909)
Share of profit from associates - - - 894 894
Net Profit for the year (tax $nil) 1,570 13,703 58 (10,810) 4,521

Other segment information
Depreciation (2,630) (1,307) (102) (365) (4,404)

(i) Included in the unallocated results for the period are:

Rental Revenue 143
Finance Revenue 1,680
Total Unallocated Revenue 1,823

Share of profit/(loss) of associates 894
Employee benefits expense (2,899)
Depreciation (365)
Finance costs (7,542)
Other corporate administrative expenses (2,721)
Total Unallocated Result (10,810)
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Geographic Area 
 
The economic entity operates in two separate geographic areas.  
 
Namoi Cotton procures lint cotton and white cotton seed and provides cotton ginning activities to and from 
growers located solely within Australia. Lint sales are made to a variety of countries in Asia with similar trading 
terms and conditions and risk proŦƛƭŜǎΦ !ǎ ǎǳŎƘ ŦƻǊ ǘƘŜ ǇǳǊǇƻǎŜǎ ƻŦ ǘƘƛǎ ƴƻǘŜ bŀƳƻƛ /ƻǘǘƻƴΩǎ ƎŜƻƎǊŀǇƘƛŎ areas 
are considered to be Australia and Asia. 
 

 
 
 

 
  

Business Segments Ginning Marketing Commodities Unallocated Consolidated
Year ended  28 February 2009 $'000 $'000 $'000 $'000 $'000

Revenue
Sales to external customers 37,528 280,575 76,482 - 394,585
Other revenues from external customers 224 - - - 224
Total consolidated revenue 37,752 280,575 76,482 - 394,809
Non-segment revenues
  Interest revenue - - - 2,357 2,357
  Rental revenue - - - 134 134

37,752 280,575 76,482 2,491 397,300

Results
Profit/(loss) before tax and finance costs 2,220 18,188 (1,592) (2,971) 15,845
Finance costs (291) (274) - (9,110) (9,675)
Share of profit from associates - - - 798 798
Net Profit for the year (tax $nil) 1,929 17,914 (1,592) (11,283) 6,968

Other segment information
Depreciation (1,820) (1,340) (63) (386) (3,609)

(i) Included in the unallocated results for the period are:

Rental Revenue 134
Finance Revenue 2,357
Total Unallocated Revenue 2,491

Share of profit/(loss) of associates 798
Employee benefits expense (2,864)
Depreciation (386)
Finance costs (9,110)
Other corporate administrative expenses (2,212)
Total Unallocated Result (11,283)

Geographic Areas Australia Asia Consolidated
Year ended  28 February 2010 $'000 $'000 $'000

Revenue

Sales to external customers 104,026 216,197 320,223
Other revenues from external customers 311 - 311
Total consolidated revenue 104,337 216,197 320,534

Geographic Areas Australia Asia Consolidated
Year ended  28 February 2009 $'000 $'000 $'000

Revenue

Sales to external customers 186,441 208,144 394,585
Other revenues from external customers 224 - 224
Total consolidated revenue 186,665 208,144 394,809
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21. Commitments and Contingencies 
 
Commitments for capital expenditure 

 
 
Operating lease commitments ς group as lessee 
 
The group has entered into commercial leases in respect of land and buildings which have an average life of 
between 5 and 7 years. Options to renew are included in the contracts for commercial buildings only. There 
are no restrictions placed upon the lessee by entering into these leases. 
 
The future minimum rentals payable under the non-cancellable operating leases are as follows: 
 

 
 
Operating lease commitments receivable ς group as lessor  
 
The group has entered into non-cancellable commercial property leases on its surplus office building and into 
cancellable residential accommodation leases for certain employees in remote areas.  The commercial lease 
allows for an annual increase in line with Consumer Price Index movements while residential leases are subject 
to periodic market assessment.  
 
Future minimum rentals receivable under non-cancellable operating leases as at are as follows: 
 

 
 
Finance lease and hire purchase commitments ς group as lessee 
 
The group has finance leases and hire purchase contracts for state-of-the-art gin packaging equipment and 
logistics supply chain equipment with a carrying value of $2,025,334 (2009: $2,175,829) for both the group and 
the co-operative. The contracts have terms expiring within 1 to 4 years. The lease contracts provide for the 
option to purchase the item at the end of the lease term with these options expected to be exercised. 
 

28 Feb 28 Feb 28 Feb 28 Feb
2010 2009 2010 2009

Property, plant and equipment

Estimated capital expenditure contracted for at 

balance date but not provided for:
Payable within one year 2,451 1,295 2,451 1,295

Payable after one year but not more 

than five years 33 - 33 -

Consolidated Parent
$'000 $'000

Not later than 1 year 451 598 451 598
Later than 1 year and not later than 5 years 101 381 101 381

Later than 5 years - - - -
552 979 552 979

28 Feb 28 Feb 28 Feb 28 Feb
2010 2009 2010 2009

Not later than 1 year 29 57 29 57

Later than 1 year and not later than 5 years - 29 - 29
Later than 5 years - - -

29 86 29 86

Consolidated Parent
$'000 $'000
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Future minimum lease payments under finance leases and hire purchase contracts together with the present 
value of the net minimum lease payments are as follows: 
 

 
 
The weighted average interest rate implicit in the contracts for both the group and parent is 7.5% (2009: 
6.8%). 
 

 
 
Amounts disclosed as remuneration commitments include commitments arising from the service contracts of 
KMP referred to in the Remuneration Report of the Directors Report that are not recognised as liabilities and 
are not included in the compensation of KMP. 
 
Contingent liabilities 
Namcott Investments Pty Ltd, a controlled entity of the co-operative, is a partner of the COA, Namcott 
Investments Pty Ltd is jointly and severally liable for the COA liabilities.  At 28 February 2010 the assets of COA 
exceeded its liabilities. 
 
The consolidated entity has contingent liabilities of $0.1 million (2009: $5.9 million) in respect of guarantees 
made by its bankers to third parties. Prior year guarantees were primarily provided to NSW Treasury 
Corporation for the co-operative's infrastructure borrowings to cover outstanding principal and interest 
charges.   

22. Significant Events after Balance Date 
 
No other events of a material nature have occurred between balance date and the date of this report, other 
than as disclosed elsewhere in this report. 

  

Within one year 247 366 247 366
After one year but within five years 106 352 106 352
Total minimum lease payments 353 718 353 718
Unexpired finance charges (17) (47) (17) (47)
Present value of minimum lease payments 336 671 336 671

Remuneration commitments

Commitments for the payment of salaries and other 

remuneration under long-term employment contracts 
in existence at the reporting date but not recognised 

as liabilities payable:

Within one year 400 400 400 400
After one year but within five years 33 433 33 433
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23. Related Party Disclosures 
 

The consolidated financial statements include the financial statements of Namoi Cotton Co-operative Ltd and 
the subsidiaries listed in the following table. All subsidiaries were incorporated in Australia. Namoi Cotton Co-
operative Ltd is the ultimate parent entity of the group. 
 

 

Ownership and investment 
 

 
 
Principal activities 

¶ Namcott Investments Pty Ltd, a subsidiary of Namoi Cotton, is the beneficial owner of the interests in 
CPL and COA Partnership. Namoi Oilseeds Trust formerly held the interest in the partnership. 

¶ Cotton Trading Corporation Pty Limited is controlled by Namcott Investments Pty Ltd. 

¶ Namoi Cotton Superannuation Pty Ltd is trustee of the co-ƻǇŜǊŀǘƛǾŜΩǎ ŦƻǊƳŜǊ ǎǳǇŜǊŀƴƴǳŀǘƛƻƴ ŦǳƴŘΣ 
which was wound up in June 2000. 

¶ Namoi Cotton Commodities Pty LǘŘ ŦŀŎƛƭƛǘŀǘŜǎ bŀƳƻƛ /ƻǘǘƻƴΩǎ ŜȄǇŀƴŘŜŘ ŎƻƳƳƻŘƛǘȅ ǘǊŀŘƛƴƎ 
operations, with the groups ownership held by Namoi Cotton Co-operative Ltd..  

 
Transactions with subsidiaries  
Transactions between members of the wholly owned group were minimal. Amounts receivable by and payable 
to the parent entity are included in the respective notes to this financial report. 
 
Transactions with other related parties 
Purchases from the associated company ACS were made under normal terms and conditions for the period 
aggregated $1,000,479 (2009: $440,746) representing classing services.  
 
ACS leased classing facilities and HVI machines from the parent during the period for $171,208 (2009: 
$171,208). 
  
Namoi Cotton Co-operative Ltd has outstanding loans to ACS of $334,278 as at 28 February 2010 (2009: 
$350,463) at an interest rate of 7.00%.  
 
Sales of white cottonseed to the COA Partnership were $15,622,749 (2009: $15,246,092) and purchases of 
white cottonseed from the COA Partnership were nil (2009: $736,368). 

  

28 Feb 28 Feb 28 Feb 28 Feb
Name of entity 2010 2009 2010 2009

Australian Raw Cotton Marketing Corp. Pty Ltd 100% 100% - -
Namcott Investments Pty Limited 100% 100% - -
Namoi Cotton Superannuation Pty Ltd 100% 100% - -

Namoi Cotton Commodities Pty Ltd 96% 96% - -
Cotton Trading Corporation Pty Limited 100% 100% 1,830 1,830

1,830 1,830

Investments held in controlled entities (1,830) (1,830)
- -

Equity Interest Investment
% $'000
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24. Director and Executive Disclosures 
 
a) Details of key management personnel (KMP) 

 
KMP include all directors holding office during the year and those executives having responsibility for planning, 
directing and controlling the activities of the entity either directly or indirectly. The KMP selected collectively 
comprise the senior management team for the parent entity and the consolidated group and incorporate the 
five executives receiving the highest remuneration for the year. 
 
Directors 
 
Mr S C Boydell  Chairman, non-executive 
Mr R A Anderson  Director, non-executive 
Mr M Boyce  Director, non-executive 
Mr N C Fussell  Director, non-executive 
Mr B S Longworth Director, non-executive 
Mr W A Taylor                   Director, non-executive (Retired ς 22 July 2009) 
Mr B Coulton  Director, non-executive 
Mr G Price                   Director, non-executive (Appointed ς 22 July 2009) 
 
Executives 
 
Mr R Bell  Chief Executive Officer (CEO) 
Mr S Greenwood               Chief Financial Officer 
Mr J Callachor  General Manager ς Operations and Human Resources 
Mr D Lindsay  General Manager ς Grower Services and Marketing 
Mr B Garcha  Company Secretary 
Mr L Hoad                          Logistics Manager 
 
There have been no changes to the CEO or other KMP in the period after the reporting date and prior to the 
date when this financial report was authorised for issue. 
 
b) Shareholdings of KMP 
 

 
 

Year ended  28 February 2010 CCU's

Grower

Member

Shares CCU's

Grower

Member

Shares CCU's

Grower

Member

Shares CCU's

Grower

Member

Shares CCU's

Grower

Member

Shares

Directors

SC Boydell (Chairman) 555,883 800 - - - - - - 555,883 800

RA Anderson - - - - - - - - - -

M Boyce 1,000,000 - - - - - - - 1,000,000 -

NC Fussell 310,926 - - - - - - - 310,926 -

WA Taylor 642,290 800 - - - - - - 642,290 800

BS Longworth 730,900 800 - - - - (257,513) - 473,387 800

B Coulton - 800 - - - - - - - 800

G Price 373,292 1,600 - - - - - - 373,292 1,600

Executives

R Bell 877,569 - - - - - - - 877,569 -

D Lindsay 25,000 - - - - - - - 25,000 -

J Callachor 4,000 - - - - - - - 4,000 -

B Garcha - - - - - - - - - -

S Greenwood 6,000 - - - - - - - 6,000 -

L Hoad 14,866 - - - - - - - 14,866 -

4,540,726 4,800 - - - - (257,513) - 4,283,213 4,800

Net Change

Other

Balance held

28 February 20101 March 2009

Balance held Granted as

Remuneration

On Exercise

of Option
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All shares above are held in the disclosing parent entity Namoi Cotton Co-operative Ltd. 
 
All CCU transactions by the co-operative with KMP are made through the ASX on normal commercial terms 
other than those issued to executives through participation in the distribution reinvestment plan and to 
directors through participation in the distribution reinvestment plans. 
 
c) Compensation by category of KMP 
 

 
 

d) Loans to KMP 
 

 
 

 

Year ended  28 February 2009 CCU's

Grower

Member

Shares CCU's

Grower

Member

Shares CCU's

Grower

Member

Shares CCU's

Grower

Member

Shares CCU's

Grower

Member

Shares

Directors

SC Boydell (Chairman) 555,883 800 - - - - - - 555,883 800
RA Anderson - - - - - - - - - -
M Boyce 781,170 - - - - - 218,830 - 1,000,000 -
NC Fussell 310,926 - - - - - - - 310,926 -
WA Taylor 642,290 800 - - - - - - 642,290 800
BS Longworth 680,900 800 - - - - 50,000 - 730,900 800
B Coulton - 800 - - - - - - - 800

Executives

R Bell 877,569 - - - - - - - 877,569 -
D Lindsay 25,000 - - - - - - - 25,000 -
J Callachor 4,000 - - - - - - - 4,000 -
B Garcha - - - - - - - - - -
S Greenwood 6,000 - - - - - - - 6,000 -
L Hoad 14,866 - - - - - - - 14,866 -

3,898,604 3,200 - - - - 268,830 - 4,167,434 3,200

Net Change
Other

Balance held
28 February 20091 March 2008

Balance held Granted as
Remuneration

On Exercise
of Option

28 Feb 28 Feb 28 Feb 28 Feb

2010 2009 2010 2009

Short-term 2,070,109 1,907,764 2,070,109 1,907,764

Post Employment 92,271 147,090 92,271 147,090

Other Long-term 21,351 28,960 21,351 28,960

Termination Benefits - - - -

Share-based Payment - - -

2,183,731 2,083,814 2,183,731 2,083,814

Consolidated Parent

Financial Year Ended

Balance at

beginning of 

period

Interest

charged

Interest

not charged Write-off

Balance at

end of 

period

Number

in group

28 February 2010 288,241 29,389 - - 245,801 3

28 February 2009 269,920 19,904 - - 288,241 3

Financial Year Ended/

KMP Name

Balance at

beginning of 

period

Interest

charged

Interest

not charged Write-off

Balance at

end of 

period

Highest in

Period

28 February 2010

B S Longworth, Director 283,433 28,770 - - 242,253 292,253 

28 February 2009

B S Longworth, Director 263,672 19,761 - - 283,433 283,433 
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e) Marketing and ginning transactions and balances with KMP  
 
Transactions with directors and their related parties were in accordance with the rules of the co-operative, 
under terms and conditions applicable to all members.  Under the rules of the co-operative, grower directors 
are required to conduct a minimum of 30% of their total cotton business with Namoi Cotton.  In accordance 
with that rule, directors entered into marketing contracts and ginning contracts with Namoi Cotton. Amounts 
paid/received or payable/receivable from/to directors and their respective related parties were as follows: 
 

 
 
The nature of the terms and conditions of the above other transactions with directors and director related 
entities are consistent wƛǘƘ ǘƘŜ ǘŜǊƳǎ ƻŦ bŀƳƻƛ /ƻǘǘƻƴΩǎ ǎǘŀƴŘŀǊŘ ǇǊƻŘǳŎǘǎΣ ŀƴŘ ŀǊŜ ŀǎ ŦƻƭƭƻǿǎΥ 
 

¶ Marketing contracts require delivery of a quantity of lint cotton.  The contract price per bale may be 
fixed in Australian or United States dollars, determined under a pool arrangement, set as a 
guaranteed minimum price or by way of basis fixations, cotton futures and foreign currency hedging.  
Price is adjusted for grade.  Payment may be made by Namoi Cotton either within 14 days of ginning, 
or on a deferred schedule. 

¶ Ginning contracts require the delivery of a quantity or acreage of seed cotton gin landed.  The price is 
a fixed amount per bale.  Payment is either effected by the grower as an offset against marketing 
proceeds, or collected from the marketing merchant in the case of contract ginning with Namoi 
Cotton. 

¶ Seed contracts require the delivery of a quantity or acreage of seed gin landed.  The price is a fixed 
amount per bale.  Payment is either made by Namoi Cotton in conjunction with marketing proceeds, 
or in conjunction with ginning costs in the case of contract ginning with Namoi Cotton.  Growers have 
the option of retaining their seed for a handling fee. 

¶ Grains commodities contracts require the delivery of a quantity or acreage of grain.   The price is a 
fixed amount per metric tonne and is based in AUD. Price is adjusted for grade. Payment is generally 
made within 21 days of delivery.    

 

  

28 Feb 28 Feb 28 Feb 28 Feb 28 Feb 28 Feb

Name 2010 2009 2010 2009 2010 2009

Mr SC Boydell - 496
# - (496)

# 250,660 614,835

Mr BS Longworth 6,386,468 4,667
# 774,102 (4,667)

# 1,926,165 206,834

Mr WA Taylor 1,984,912 1,130,738 264,525 151,961 609,259 714,468

Mr B Coulton 1,515,977 1,760,463 191,000 238,281 574,537 970,124

Mr G Price 5,056,691 - 605,081 - 1,063,433 -

14,944,048 2,896,364 1,834,708 385,079 4,424,054 2,506,261

# Represents marketing and ginning member rebates from the 2007 crop.

Consolidated and Parent entity

Cotton Purchases Ginning Charges Levied Grain & Seed Purchases
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f) Other transactions with KMP 
 
Directors and director related entities also entered into transactions with the economic entity which occurred 
within a normal customer or supplier relationship on terms and conditions no more favourable than those 
which it is reasonable to expect the entity would have adopted if dealing with the director or director-related 
entity at arm's length in the same circumstances, which do not have the potential to adversely affect decisions 
about the allocation of scarce resources made by users of the financial report, or the discharge of 
accountability by the directors.  These transactions have been disclosed in note 24(e) and include: 

¶ Buybacks of marketing contracts as a result of production shortfalls; 

¶ Currency, cotton futures, options and brokerage costs, losses and profits charged or credited directly 
to the account of the director; 

¶ Purchase of grower supplies; 

¶ Marketing and ginning rebate;  

¶ Costs associated with the provision of crop finance; and 

¶ Grower member share fixed capital entitlement in aggregate $12,960 (2009: $8,640). 
 

25. Remuneration of Auditors 
 

 
 
Independence 
The audit and compliance committee routinely considers audit independence including the nature of all non-
audit services and is of the opinion that Ernst & Young has performed the audits on an independent basis.  
Ernst & Young has confirmed to the audit and compliance committee, in relation to both years, that it has 
complied with all professional regulations relating to auditor independence. 
 
During both years, Ernst & Young has not provided any book keeping, accounting, legal, banking, systems 
design, internal audit, valuation or management reporting services or acted as broker, authorised, executed, 
recommended or conducted any transaction on behalf of the economic entity. 
 
Ernst & Young was appointed as auditor of the economic entity in 1989.  The board has a policy of limiting the 
number of years a signing partner can form an audit opinion on the financial statements of five years. 

  

28 Feb 28 Feb
2010 2009

Remuneration for the audit and review of the financial reports of the
parent entity and the consolidated entity 200 214

Remuneration for other services provided to the parent entity and
the consolidated entity:

- Audit of AFSL licence 5 5
- Other Audit Fees 20 -

225 219

Parent Entity
$'000

Consolidated and
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26. Financial Risk Management Objectives and Policies 
 

¢ƘŜ ƴŀǘǳǊŜ ƻŦ bŀƳƻƛ /ƻǘǘƻƴΩǎ ōǳǎƛƴŜǎǎ ƛƴǾƻƭǾŜǎ ǘƘŜ ǇƻǘŜƴǘƛŀƭ ŜȄǇƻǎǳǊŜ ǘƻ ŀ ƴǳƳōŜǊ ƻŦ ƳŀƧƻǊ ŦƛƴŀƴŎƛŀƭ ŀƴŘ 
non-financial risks. The major financial market business risks are: 
 

¶ Cotton and grains commodities price risk; 

¶ Cotton basis risk; 

¶ Cotton spread risk; 

¶ Foreign exchange risk; 

¶ Interest rate risk; 

¶ Credit risk; 

¶ Funding and liquidity risk. 
 
Accordingly, Namoi Cotton conducts its business with a focus on risk management in order to ensure the 
alignment of returns achieved from its business activities for stakeholders with the risk capital applied to fund 
these activities. The key elements of NŀƳƻƛ /ƻǘǘƻƴΩǎ Ǌƛǎƪ ƳŀƴŀƎŜƳŜƴǘ ǇƻƭƛŎȅ ǘƘŀǘ ŦŀŎƛƭƛǘŀǘŜ ǘƘŜ ƳŀƴŀƎŜƳŜƴǘ 
of these risks include various derivative financial instruments, physical risk position limits and techniques and 
Value at Risk modeling.  
 
Namoi Cotton is exposed to price risks through entering commodity purchase and sale transactions. To limit 
potential impacts upon the trading margin achieved on those transactions Namoi Cotton enters into derivative 
transactions, including principally cotton futures and options contracts and forward currency contracts. Where 
derivatives instruments do not exist for a particular commodity the risk management policy sets physical limits 
over trading positions.  
 
Forward rate agreements and interest rate swaps are entered into to manage interest rate risks that exist in 
bŀƳƻƛ /ƻǘǘƻƴΩǎ ŦƛƴŀƴŎƛƴƎ ŀŎǘƛǾƛǘƛŜǎΦ 
 
The MFRMC ensures the effective management of each of these risks through the implementation and 
adherence to a risk management policy. The risk management policy of Namoi Cotton requires all risk to be 
managed at a crop (i.e. season) level. The key extracts from the risk management policy for managing Namoi 
/ƻǘǘƻƴΩǎ ƳŀƧƻǊ ŦƛƴŀƴŎƛŀƭ ƳŀǊƪŜǘ ōǳǎƛƴŜǎǎ Ǌƛǎƪǎ ŀǊŜ ǎǳƳƳŀǊƛǎŜŘ ōŜƭƻǿΦ 
 
Details of the significant accounting policies and methods adopted, including the criteria for recognition, the 
basis of measurement and the basis on which income and expenses are recognised, in respect of each 
derivative financial instrument are disclosed in note 1 to the financial statements. 
  
Risk Exposure and Responses 
  
Price risk 
 
Namoi Cotton is potentially exposed to movements in the price of cotton as a result of fixed price purchases 
and sales of lint cotton respectively in contracts with growers and mills. The group is also exposed to 
movements to price of grains commodities through fixed price purchases and sale contracts. 
 
Grain commodities price risk is managed principally through imposition of physical trading limits for each 
commodity. It is risk management policy to utilise derivatives as a short term method to minimise the impact 
of price fluctuations on fixed price purchase contracts until equivalent fixed price sales contracts are entered 
into. 
 
bŀƳƻƛ /ƻǘǘƻƴΩǎ ǇƻƭƛŎȅ ƛǎ ǘƻ ƳŀƴŀƎŜ ǘƘŜ ǇƻǘŜƴǘƛŀƭ ŦƻǊ ƳƻǾŜƳŜƴǘǎ ƛƴ ǘƘŜ ǇǊƛŎŜ ƻŦ Ŏƻǘǘƻƴ ǘƘǊƻǳƎƘ ŘŜǊƛǾŀǘƛǾŜ 
financial instruments. Principally these derivative financial instruments include both cotton futures and 
options. It is the risk management policy that no derivatives will be entered into until such time as a fixed price 
purchase or sale commitment exists. 
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The following sensitivity analysis is based upon cotton futures and options price exposures that existed at 28 
February 2010, whereby if cotton futures price had moved, as illustrated in the table below, with all other 
variables held constant, post tax profit and equity (excluding the effect of net profit) would have been as 
follows: 
 

 
 
Cotton lint commodity purchase and sale contracts are treated as financial instruments under AASB 139 
Financial Instruments: Recognition and Measurement. Both contracts have their fair value impacted by 
fluctuations in the cotton futures and options price. The gǊƻǳǇΩǎ Ŏƻǘǘƻƴ ƭƛƴǘ ƛƴǾŜƴǘƻǊȅ ƛǎ ǾŀƭǳŜŘ ōŀǎŜŘ ǳǇƻƴ ǘƘŜ 
same cotton futures market and accordingly is subject to fluctuation. 
 
The sensitivity results in the table above are considered immaterial to the group. It is the gǊƻǳǇΩǎ Ǌƛǎƪ 
management policy to maintain cotton futures and options derivatives in a 95% to 105% band of the relevant 
price exposures. 
 
Sensitivity analysis was performed by taking the USD futures price as at balance date, moving this price by 100 
basis points and then converting the movement in USD into AUD at the year end spot currency rate.  This 
calculation reflects the translation methodology undertaken by the group.  As a result of recent global market 
volatility, 100 basis points has been utilised in the absence of reliable data predicting reasonably possible 
movements of futures prices. 
 
Cotton basis risk 
 
Cotton basis risk potentially arises when Namoi Cotton enters into a commitment to purchase or sell physical 
lint cotton without simultaneously entering into the opposing transaction. Namoi Cotton manages cotton basis 
risk by adhering to physical limits in respect of its basis positions.  
 

28 Feb 28 Feb 28 Feb 28 Feb
2010 2009 2010 2009

Financial Assets
Trade and other receivables 161 1,014 161 1,014
Derivatives 11,989 101,264 11,989 101,264

12,150 102,278 12,150 102,278

Financial Liabilities
Trade and other payables (411) - (411) -
Derivatives (49,821) (70,484) (49,821) (70,484)

(50,232) (70,484) (50,232) (70,484)

Net Exposure (38,082) 31,794 (38,082) 31,794

Consolidated Parent
$'000 $'000

28 Feb 28 Feb 28 Feb 28 Feb
2010 2009 2010 2009

Consolidated

+1% (100 basis points) (3) 83 - -
-0.5% (50 basis points) 149 (65) - -

Parent entity

+1% (100 basis points) (3) 83 - -
-0.5% (50 basis points) 149 (65) - -

Post Tax Profit Equity

$'000 $'000
Higher/(Lower) Higher/(Lower)
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Cotton spread risk 
 
Cotton futures spread risk potentially arises as a result of maturity imperfections between the cotton futures 
derivatives and the underlying physical lint cotton bale delivery. Namoi Cotton manages cotton futures spread 
risk through physical limits. 
 
Interest rate risk 
 
At reporting date, the group had the following financial assets and liabilities exposed to Australian variable 
interest rate risk. 
 

 
 
Interest rate swap contracts, with a fair value of $82,945 (2009: $nil) at reporting date to both the group and 
parent, are exposed to value movements if interest rates change. 
 
At reporting date, after taking into account the effect of interest rate swaps, 87% (2009: 100%) of the groups 
borrowings are at a fixed rate of interest 3.0% (2009: 0.0%). The group continually monitors its interest rate 
exposure with regard to existing and forecast working capital and term debt requirements.  
 
The following sensitivity analysis is based upon interest rate exposures that existed at 28 February 2010, 
whereby if interest rates had moved, as illustrated in the table below, with all other variables held constant, 
post tax profit and equity (excluding the effect of net profit) would have been as follows: 
 

 
 
The movements in post tax profit and equity are due to higher/lower finance costs from variable rate debt 
offset by fixed rate derivatives and interest bearing financial assets. 
 

28 Feb 28 Feb 28 Feb 28 Feb
2010 2009 2010 2009

Financial Assets
Cash and cash equivalents 3,809 56,509 3,231 55,840
Trade and other receivables 27,154 4,259 27,043 4,109
Derivatives 83 - 83 -

31,046 60,768 30,357 59,949

Financial Liabilities
Trade and other payables - (66,114) - (66,114)
Interest bearing loans and borrowings (57,745) (723) (57,745) (723)

(57,745) (66,837) (57,745) (66,837)

Net Exposure (26,699) (6,069) (27,388) (6,888)

Consolidated Parent
$'000 $'000

28 Feb 28 Feb 28 Feb 28 Feb
2010 2009 2010 2009

Consolidated

+1% (100 basis points) (244) 546 - -
-0.5% (50 basis points) 122 (273) - -

Parent entity

+1% (100 basis points) (244) 546 - -
-0.5% (50 basis points) 122 (273) - -

Higher/(Lower) Higher/(Lower)
$'000 $'000

Post Tax Profit Equity
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Sensitivity analysis was performed by applying a 100 basis point movement in interest rates to all non fixed 
interest bearing assets and liabilities at reporting date.  As a result of recent global market volatility, 100 basis 
points has been utilised in the absence of reliable data predicting reasonably possible movements of interest 
rates.  Year end balances are not reflective of interest bearing assets and liabilities throughout the year, due to 
the seasonal nature of the business.  Interest rates swap contracts have been entered into subsequent to 
reporting date to hedge anticipated seasonal debt.  
 
Foreign exchange risk 
 
Namoi Cotton has transactional currency exposures predominantly arising from all lint cotton sales being 
ŘŜƴƻƳƛƴŀǘŜŘ ƛƴ ¦ƴƛǘŜŘ {ǘŀǘŜǎ ŘƻƭƭŀǊǎ ό¦{5ύ ƻǇǇƻǎŜŘ ǘƻ ǘƘŜ ƎǊƻǳǇΩǎ Ŧunctional Australian dollar (AUD) 
currency, which denominates all payments to growers. Potentially foreign currency denominated financial 
assets and liabilities may be adversely affected by a change in the value of foreign exchange rates. 
 
Namoi Cotton requires all net foreign exchange exposures to be managed with either forward currency 
contracts or foreign exchange options contracts.   
 
The gǊƻǳǇΩǎ ǇƻƭƛŎȅ ƛǎ ǘƻ ŜƴǘŜǊ ƛƴǘƻ ŦƻǊǿŀǊŘ ŜȄŎƘŀƴƎŜ ŎƻƴǘǊŀŎǘǎ ŀǘ ǘƘŜ ǘƛƳŜ ƛǘ ŜƴǘŜǊǎ ƛƴǘƻ ŀ ŦƛǊƳ ǇǳǊŎƘŀǎŜ 
commitment for lint cotton.  
 
At reporting date, the group had the following exposure to USD foreign currency that is not designated as cash 
flow hedges. 

 
 
The groupΩǎ USD denominated leasing contract has been finalised during the reporting period (2009: USD 
$115,195).  This lease was over certain ginning equipment supplied from the United States. Foreign exchange 
contracts that are subject to fair value movements through the statement of comprehensive income as foreign 
exchange rates move. 
 

28 Feb 28 Feb 28 Feb 28 Feb
2010 2009 2010 2009

Financial Assets
Cash and cash equivalents 2,892 1,238 2,809 1,077

Trade and other receivables 29,469 11,719 29,361 10,543

Derivatives 34,151 101,264 34,151 101,264

66,512 114,221 66,321 112,884

Financial Liabilities

Trade and other payables (2,143) (68,563) (2,143) (68,563)

Interest bearing loans and borrowings (80) (202) (80) (202)

Derivatives (50,013) (128,956) (50,013) (128,956)

(52,236) (197,721) (52,236) (197,721)

Net Exposure 14,276 (83,500) 14,085 (84,837)

$'000 $'000
Consolidated Parent
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Cotton lint commodity purchase and sale contracts are treated as financial instruments under AASB 139. Lint 
sales contracts are largely denominated in USD while purchase contracts are largely denominated in AUD. Both 
contracts have their fair value impacted by fluctuations in the exchange rate AUD/USD through the market 
price being determined by reference to the USD denominated Intercontinental Exchange Cotton #2 futures 
contract. The gǊƻǳǇΩǎ Ŏƻǘǘƻƴ ƭƛƴǘ ƛƴǾŜƴǘƻǊȅ ƛǎ ǾŀƭǳŜŘ ōŀǎŜŘ ǳǇƻƴ ǘƘŜ ǎŀƳŜ Ŏƻǘǘƻƴ ŦǳǘǳǊŜs market and 
accordingly is subject to foreign currency fluctuations. 
  
The following sensitivity analysis is based upon foreign currency exposures that existed at 28 February 2010, 
whereby if the AUD had moved (relative to the USD), as illustrated in the table below, with all other variables 
held constant, post tax profit and equity (excluding the effect of net profit) would have been as follows: 
 

 
 
The sensitivity results in the table are considered immaterial to the group.  It is the gǊƻǳǇΩǎ Ǌƛǎƪ ƳŀƴŀƎŜment 
policy to maintain foreign exchange contracts to a 95% to 105% band relative to exposures. 
 
Management believe the reporting date risk exposures are representative of the risk exposure inherent in the 
financial instruments. 
 
Sensitivity analysis was performed by taking the USD foreign exchange rate as at balance date, moving this 
rate by 100 basis points and then converting all USD denominated assets and liabilities.  This calculation 
reflects the translation methodology undertaken by the group.  As a result of recent global market volatility, 
100 basis points has been utilised in the absence of reliable data predicting reasonably possible movements in 
foreign exchange rates. 

 

  

28 Feb 28 Feb 28 Feb 28 Feb
2010 2009 2010 2009

Foreign exchange contracts held at balance date

Group

Sell US$/Buy AUD$ maturity 0-12 months 291,805 199,898 0.8715 0.6403
Sell US$/Buy AUD$ maturity >12 months 109,652 177,900 0.8253 0.6284

Parent

Sell US$/Buy AUD$ maturity 0-12 months 291,805 196,104 0.8715 0.6402
Sell US$/Buy AUD$ maturity >12 months 109,652 177,900 0.8253 0.6284

Notional Amount Average Exchange
AUD $'000 Rate

28 Feb 28 Feb 28 Feb 28 Feb
2010 2009 2010 2009

Consolidated

AUD/USD +1% (100 basis points) 35 233 - -
AUD/USD -0.5% (50 basis points) (18) (166) - -

Parent entity

AUD/USD +1% (100 basis points) 37 254 - -
AUD/USD -0.5% (50 basis points) (19) (147) - -

$'000 $'000

Post Tax Profit Equity

Higher/(Lower) Higher/(Lower)
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Credit risk 
 
Namoi Cotton exports the majority of lint cotton to international counterparties. These export sales are 
concluded under contract and the potential risk exists for a counterparty to default on its contractual 
obligations and expose Namoi Cotton to a financial loss. 
 
Trade receivables outstanding from international counterparties are settled through high-ranking credit 
instruments such as irrevocable letters of credit and cash against documents.  
 
In respect of its lint cotton, cotton seed and grain commodity sales to major domestic counterparties, Namoi 
Cotton has trade credit indemnity insurance policies for non-related parties. 
 
The group is normally entitled to recover loans to growers and deferred costs through an offset to lint cotton, 
seed proceeds and other credits to a growers account.  Where a formal finance facility has been established, 
the exposures are typically covered by crop mortgage and in some cases by real estate mortgages and/or 
guarantee. 
 
Lƴ ŀŘŘƛǘƛƻƴΣ ǘǊŀŘŜ ŘŜōǘƻǊ ōŀƭŀƴŎŜǎ ŀǊŜ ƳƻƴƛǘƻǊŜŘ ŦǊŜǉǳŜƴǘƭȅ ƳƛƴƛƳƛǎƛƴƎ bŀƳƻƛ /ƻǘǘƻƴΩǎ ŜȄǇƻǎǳǊŜ ǘƻ ōŀŘ 
debts. 
  
bŀƳƻƛ /ƻǘǘƻƴΩǎ ƳŀȄƛƳǳƳ ŜȄǇƻǎǳǊŜ ǘƻ ŎǊŜŘƛǘ Ǌƛǎƪ ŀǘ ōŀƭŀƴŎŜ ŘŀǘŜ ƛƴ ǊŜƭŀǘƛƻƴ ǘƻ ŜŀŎƘ Ŏƭŀǎǎ ƻŦ ǊŜŎƻƎƴƛǎŜŘ 
financial asset is the carrying amount of these assets as indicated in the balance sheet less relevant trade 
credit insurance recoverables. 
 
The group utilises only recognised and creditworthy third parties in respect to derivative transactions. These 
parties are regularly reviewed by the Board.  

 

Funding and liquidity risk 
 
The gǊƻǳǇΩǎ ƻōƧŜŎǘƛǾŜ ƛƴ ƳŀƴŀƎƛƴƎ ƭƛǉǳƛŘƛǘȅ ƛǎ ǘƻ Ƴŀƛƴǘŀƛƴ ŀ ōŀƭŀƴŎŜ ōŜǘǿŜŜƴ Ŏƻƴǘƛƴǳƛǘȅ ƻŦ ŦǳƴŘƛƴƎΣ 
competitive pricing and flexibility so as to ensure sufficient liquidity exists to meet all short, medium and long 
term financial obligations. This is achieved through the utilisation of structured inventory financing, short term 
bills, term debt and bank overdrafts. The financing facility afforded to the group under the structured 
inventory product is available upon receipt of lint cotton bales into inventory. 
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Җс aƻƴǘƘǎ6-12 Months 1-5 Years >5 Years Total
Year ended  28 February 2010 $'000 $'000 $'000 $'000 $'000

Consolidated

Financial Assets

Cash and cash equivalents 3,809 - - - 3,809
Trade and other receivables 36,564 1,260 3,341 - 41,165

Derivatives1 11,059 14,494 8,681 - 34,234
51,432 15,754 12,022 - 79,208

Financial Liabilities
Trade and other payables (8,764) (648) - - (9,412)

Interest bearing loans

and borrowings2 (57,549) (104) (92) - (57,745)
Derivatives1 (34,160) (6,166) (9,687) - (50,013)

Co-operative grower member
shares - - - (687) (687)

(100,473) (6,918) (9,779) (687) (117,857)

Net Exposure (49,041) 8,836 2,243 (687) (38,649)

Җс aƻƴǘƘǎ6-12 Months 1-5 Years >5 Years Total
Year ended  28 February 2009 $'000 $'000 $'000 $'000 $'000

Consolidated

Financial Assets

Cash and cash equivalents 56,509 - - - 56,509
Trade and other receivables 18,739 126 3,527 - 22,392

Derivatives1 84,080 14,992 2,192 - 101,264
159,328 15,118 5,719 - 180,165

Financial Liabilities
Trade and other payables (66,823) (8,998) - - (75,821)

Interest bearing loans

and borrowings2 (296) (123) (305) - (724)
Derivatives1 (14,265) (60,331) (54,361) - (128,957)

Co-operative grower member
shares - - - (741) (741)

(81,384) (69,452) (54,666) (741) (206,243)

Net Exposure 77,944 (54,334) (48,947) (741) (26,078)
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1
 Derivatives reflect the actual cashflow and are net settled. 

2
 In addition to the maturity profile of interest bearing loans and borrowings, there are actual cashflows in 

relation to interest for the 6 month period of $1,062,049 (2009: $nil) and for the 6-12 month period of 
$910,757 (2009: $nil). 
 

  

Җс aƻƴǘƘǎ6-12 Months 1-5 Years >5 Years Total
Year ended  28 February 2010 $'000 $'000 $'000 $'000 $'000

Parent

Financial Assets

Cash and cash equivalents 3,231 - - - 3,231
Trade and other receivables 43,732 1,255 3,341 - 48,328

Derivatives1 11,059 14,494 8,681 - 34,234
58,022 15,749 12,022 - 85,793

Financial Liabilities
Trade and other payables (8,224) (4,869) - - (13,093)

Interest bearing loans

and borrowings2 (57,549) (104) (92) (2,049) (59,794)
Derivatives1 (34,160) (6,166) (9,687) - (50,013)

Co-operative grower member
shares - - - (687) (687)

(99,933) (11,139) (9,779) (2,736) (123,587)

Net Exposure (41,911) 4,610 2,243 (2,736) (37,794)

Җс aƻƴǘƘǎ6-12 Months 1-5 Years >5 Years Total
Year ended  28 February 2009 $'000 $'000 $'000 $'000 $'000

Parent

Financial Assets

Cash and cash equivalents 55,840 - - - 55,840
Trade and other receivables 23,239 107 3,527 - 26,873

Derivatives1 84,080 14,992 2,192 - 101,264
163,159 15,099 5,719 - 183,977

Financial Liabilities
Trade and other payables (62,223) (12,345) - - (74,568)

Interest bearing loans

and borrowings2 (296) (123) (305) (2,049) (2,773)
Derivatives1 (14,265) (60,331) (54,360) - (128,956)

Co-operative grower member
shares - - - (741) (741)

(76,784) (72,799) (54,665) (2,790) (207,038)

Net Exposure 86,375 (57,700) (48,946) (2,790) (23,061)
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bŀƳƻƛ /ƻǘǘƻƴΩǎ Ǌƛǎƪ ƳŀƴŀƎŜƳŜƴǘ ǇƻƭƛŎȅ ƛƴ ǊŜǎǇŜŎǘ ǘƻ ŦǳƴŘƛƴƎ ŀƴŘ ƭƛǉǳƛŘƛǘȅ Ǌƛǎƪ ǊŜŦƭŜŎǘǎ ŀŎǘǳŀƭ ŀƴŘ ŦƻǊŜŎŀǎǘ 
seasonal borrowing requirements not exceeding 95% of the gǊƻǳǇΩǎ ǘƻǘŀƭ ŀǇǇǊƻǾŜŘ ōŀƴƪƛƴg facilities. 
 
Namoi Cotton is unable at this time to provide guidance on individual components of liquidity for the financial  
year ended 28 February 2010 due to the cash flow components being heavily contingent on commodity prices, 
exchange rates and basis positions together with forward crop commodity purchase and sale contracts. 

 

Fair value 
 
The group uses various methods in estimating the fair value of a financial instrument.  The methods comprise: 
 
Level 1 
The fair value is calculated using quoted prices in active markets.  Quoted market price represents the fair 
value determined based on quoted prices on active markets as at the reporting date without any deduction for 
transaction costs. 
 
Level 2 
The fair value is estimated using inputs other than quoted prices included in Level 1 that are observable for the 
asset or liability, either directly (as prices) or indirectly (derived from prices).  For financial instruments not 
quoted in active markets, the group uses various valuation techniques that compare to other similar 
instruments for which market observable prices exist and also other relevant models used by market 
participants.  These valuation techniques use both observable and unobservable market inputs. 
 
Level 3  
The fair value is estimated using inputs for the asset or liability that are not based on observable market data.  
Financial instruments that use valuation techniques with only observable market inputs or unobservable 
inputs that are not significant to the overall valuation include interest rate swaps, forward commodity 
contracts and foreign exchange contracts not traded on a recognised exchange. 
 
The fair value of unlisted debt securities are based on valuation techniques using market data that is not 
observable.  The grower shares are issued and can be redeemed for a fixed amount of $2.70 per share.  
Disclosures of movements in member shares are reconciled in note 17 of the financial accounts. 
 
The fair value of the financial instruments as well as the methods used to estimate the fair value are 
summarised in the table below. 
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Level 1 Level 2 Level 3
Quoted

market

prices

Market 

observable  

inputs

Non-market 

observable  

inputs Total
Year ended  28 February 2010 $'000 $'000 $'000 $'000

Consolidated
Current assets
Foreign exchange contracts - 13,481 - 13,481
Interest rate swap contracts - 83 - 83

Lint cotton futures/option contracts - 3,316 - 3,316
Lint cotton purchase contracts - 8,673 - 8,673

- 25,553 - 25,553

Non-current assets
Foreign exchange contracts - 8,681 - 8,681

- 8,681 - 8,681

Current liabilities
Foreign exchange contracts - (191) - (191)
Lint cotton futures/option contracts - (31,574) - (31,574)
Lint cotton sale contracts - (8,706) - (8,706)

Lint cotton purchase contracts - (9,317) - (9,317)
- (49,788) - (49,788)

Non-current liabilities
Lint cotton futures/options contracts - (225) - (225)

- (225) - (225)

Level 1 Level 2 Level 3
Quoted

market

prices

Market 

observable  

inputs

Non-market 

observable  

inputs Total
Year ended  28 February 2009 $'000 $'000 $'000 $'000

Consolidated
Current assets

Lint cotton futures/option contracts - 85,359 - 85,359
Lint cotton sale contracts - 15,905 - 15,905

- 101,264 - 101,264

Current liabilities
Foreign exchange contracts - 29,220 - 29,220

Lint cotton futures/option contracts - 1,014 - 1,014
Lint cotton purchase contracts - 68,429 - 68,429

- 98,663 - 98,663

Non-current liabilities
Foreign exchange contracts - 29,253 - 29,253

Lint cotton futures/options contracts - 1,041 - 1,041
- 30,294 - 30,294
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Level 1 Level 2 Level 3
Quoted

market

prices

Market 

observable  

inputs

Non-market 

observable  

inputs Total
Year ended  28 February 2010 $'000 $'000 $'000 $'000

Parent
Current assets
Foreign exchange contracts - 13,481 - 13,481
Interest rate swap contracts - 83 - 83

Lint cotton futures/option contracts - 3,316 - 3,316
Lint cotton purchase contracts - 8,673 - 8,673

- 25,553 - 25,553

Non-current assets
Foreign exchange contracts - 8,681 - 8,681

- 8,681 - 8,681

Current liabilities
Foreign exchange contracts - (191) - (191)
Lint cotton futures/option contracts - (31,574) - (31,574)
Lint cotton sale contracts - (8,706) - (8,706)

Lint cotton purchase contracts - (9,317) - (9,317)
- (49,788) - (49,788)

Non-current liabilities
Lint cotton futures/options contracts - (225) - (225)

- (225) - (225)

Level 1 Level 2 Level 3
Quoted

market

prices

Market 

observable  

inputs

Non-market 

observable  

inputs Total
Year ended  28 February 2009 $'000 $'000 $'000 $'000

Parent
Current assets

Lint cotton futures/option contracts - 85,359 - 85,359
Lint cotton sale contracts - 15,905 - 15,905

- 101,264 - 101,264

Current liabilities
Foreign exchange contracts - 29,219 - 29,219

Lint cotton futures/option contracts - 1,014 - 1,014
Lint cotton purchase contracts - 68,429 - 68,429

- 98,662 - 98,662

Non-current liabilities
Foreign exchange contracts - 29,253 - 29,253

Lint cotton futures/options contracts - 1,041 - 1,041
- 30,294 - 30,294
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27. Other Non-Financial Information 
 
Namoi Cotton Co-operative Ltd 
ABN 76 010 485 588 
AFSL 267863 
 
Registered Office 
Pilliga Road 
Wee Waa NSW 2388 
 
Principal place of business 
Pilliga Road 
Wee Waa NSW 2388 
Phone:   61 2 6790 3000 
Facsimile: 61 2 6790 3087 
 
Share Register 
Computershare Investor Services Pty Ltd 
GPO Box 7045 
Sydney NSW 1115 
 
Investor Inquiries: 1300 855 080 
 
Bankers 
Australia and New Zealand Banking Group 
Rabobank Australia Ltd 
 
Auditors 
Ernst & Young 
Brisbane, Australia 
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