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While I am very confident of a bright future for Nufarm, fiscal 2010 was a tough and, in many 

ways, disappointing period for our company.  In fact, our performance in the past two fiscal 

years have been essentially the opposite of what you, our shareholders, have come to 

expect of Nufarm over the past two decades.  Let me assure you that the results have also 

been profoundly disappointing to the management and Board of Nufarm. 

 

The main contributing factor to Nufarm's lower earnings has undoubtedly been the negative 

impacts associated with changes in the global glyphosate market.  We have not been alone 

in suffering from those impacts.  All companies with an exposure to glyphosate have seen 

huge pricing volatility and lower earnings due to the structural changes that have occurred in 

that segment of the industry. 

 

The fact that others were also caught out by the rapid changes that affected the glyphosate 

market is not meant as an excuse.  Given our track record, we would have liked to have 

better predicted and responded to the changes we faced. 

 

Obviously, the Board took very seriously the effect on the company's financial performance, 

including the breach of banking covenants that resulted from the lower than expected 

earnings.  

 

While industry-wide factors were central to the company's disappointing performance, the 

Board – and management – have clearly acknowledged that our response to those 

challenges was below our expectations on a number of fronts. 

The dramatic drop in profitability, and insufficient visibility on changes in the forecast result, 

demanded that we properly review the business; our systems and reporting processes; and 

the general trends and possible changes that will impact the overall market. 

In July, the Board implemented a comprehensive strategic review to examine those areas 

and appointed Deloitte and Gresham Advisory Partners to assist with the review.  The 

involvement of external advisers was seen by the Board as appropriate, and consistent with 

the objective of ensuring a rigorous and thorough review process. 

The consultants were given access to management at all levels in the organisation and have 

reported progress and interim outcomes of the review directly to the Board on several 

occasions.  

With that process now in its final stages, I can assure shareholders that we have identified 

important areas where improvements can be made to the operational performance of the 

company. And we have been able to further refine our strategic objectives for the business. 
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I will allow Doug Rathbone to speak in more detail about some of the outcomes. 

 

From a Board perspective, the key areas, as the company looks to implement the review 

outcomes, will be the strengthening and renewal of the Board; strengthening, increased 

depth and renewal of management; improved systems and reporting protocols; and an 

enhanced financial discipline in general. 

As well as having the right people leading the company now, the Board must also ensure 

that the right team will lead your company in the future.  Fostering organisational change and 

executive development is crucial and we are taking a strategic view of Nufarm’s existing 

management structure to ensure we have the right skills base as this company continues to 

grow.   

In terms of new directors, we have a shortlist of candidates with whom we are currently 

speaking.  I expect an announcement soon about the addition to the Board of two new 

directors.  I view it as crucial that the Board look for diversity, in the broad sense of the word, 

among its directors so that we have the right balance of skills and perspectives to help 

management do its job. 

As you would be aware, Doug Rathbone has indicated that he intends to continue leading 

Nufarm for the immediate future.  The Board fully supports Doug’s ongoing leadership but 

also appreciates that there will come a day when he will want to retire. The Board must plan 

for that eventuality and has started the process of planning an orderly and seamless 

succession.  

 

This brings me to the general area of financial reporting and continuous disclosure.  This is 

an issue which is fundamental to our corporate values and I want to restate our objective of 

developing and delivering best practice outcomes to our shareholders.    

Yesterday, we announcedthat Nufarm had provided enforceable undertakings to ASIC which 

ASIC has accepted in resolution and settlement of an ASIC investigation into Nufarm’s 

compliance with its continuous disclosure obligations in respect of the Company’s result for 

first half of the 2010 financial year.  Those undertakings will deliver enhancements to 

Nufarm’s financial reporting and will also encompass a review of Nufarm’s policies and 

procedures relating to continuous disclosure.  Those enhancements and that review will be 

undertaken pursuant to recommendations to be provided by Deloitte and are to be 

implemented over the next 9 months.   

The enforceable undertakings include measures limiting  Nufarm’s reliance on so called "low 

doc" equity raising provisions for the period until the Deloitte recommendations are 

determined and implemented. 

ASIC has also issued an infringement notice in relation to Nufarm’s disclosure of its results 

for the first half of the 2010 financial year., Nufarm has paid the $66,000 penalty specified in 

that notice.  The payment is not an admission of liability and the notice does not constitute a 

finding that Nufarm has contravened the Corporations Act. 

Nufarm acknowledges the fundamental importance of accurate and timely disclosure.  

Nufarm has in addition to the steps I’ve mentioned, commenced its own review and 

committed to numerous significant initiatives to improve its financial reporting and disclosure. 

Doug Rathhone will talk to some of these initiatives when he addresses you this morning  

On a separate issue, I am very pleased to be able to report that the company has executed 

term sheets relating to a new funding package. 
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As shareholders will be aware, the surprise drop in earnings at the end of the 2010 led to the 

breach of two of our banking covenants and the subsequent need to renegotiate our banking 

arrangements.  Interim financing arrangements were announced on September 27, with a 

requirement that a new financing structure be finalised by December 15. 

As we announced earlier this week, we have now obtained credit approval to move from a 

complex and largely inefficient series of bi-lateral arrangements with some 16 banks, to a 

syndicated and secured structure involving four key banking partners.  The new 

arrangements will include more flexible banking covenants that reflect the seasonal nature of 

our working capital requirements and earnings. 

Following a thorough review of the capital structure and requirements of the business – and 

taking account of our forecast earnings recovery over the next several years – we are 

confident that the level of funding now available to the company is sufficient to support the 

current and future growth needs of the business as we see them today. 

The Board carefully considered a number of options in terms of capital structure, including 

near term measures to reduce the level of capital in the business.  On balance, we 

concluded that the profit recovery in the business will support a capital structure that relies on 

continued debt funding.  Never-the-less, we have identified several possible options for 

reducing capital levels and we will keep those options under review as we closely monitor the 

operating performance of the business. 

The refinancing exercise has been a major task for the management of the company and 

necessarily diverted management resources away from other areas. 

It is extremely important to have achieved certainty and clarity around the funding position. 

While the company dealt with major operational challenges over the past year, we also spent 

a great deal of time talking to two potential suitors about major investments in our company.  

I want to talk briefly about those approaches by SinoChem and Sumitomo. 

 

This time last year, a potential corporate transaction involving Nufarm and China's SinoChem 

Corporation was in train.  After a protracted due diligence process and an agreement by 

Nufarm to extend previously committed deadlines, Sinochem changed its offer to a highly 

conditional $12 cash per share. The Board's strong view was that the offer provided no 

certainty either on price or on other conditions.  

 

Let me assure you that your Board very carefully considered its position before unanimously 

deciding that it was not in the best interests of shareholders to continue the negotiations with 

Sinochem.   

 

In the very latter stages of the negotiations with Sinochem, the Board was approached with a 

separate proposal from Sumitomo Chemical Company to acquire 20 per cent of Nufarm's 

shares at $14 per share.  The Board believed that the strategic investment by Sumitomo was 

a far better and more certain option for shareholders, and shareholders approved that deal in 

March. 

 

Nufarm's relationship with Sumitomo in the past eight months has been beneficial to our 

company.  Sumitomo has been an extremely supportive major shareholder.  Thanks to the 

relationship, management has identified a number of distribution and product development 

opportunities that have already generated additional revenues for Nufarm, with further 

opportunities on the horizon.  Doug will provide further details on these. 

 



 

4/4 

 

Sumitomo is entitled to nominate one Director to the Nufarm Board following its strategic 

investment.  The proposed appointment of a Sumitomo representative to the Board is 

currently being reviewed by an anti-trust regulator in Europe and it is hoped to have that 

matter clarified in the near future. 

Doug will shortly give an update on the company’s performance so far this fiscal year.  I 

wanted to speak briefly about the Board’s policy on earnings guidance.  The company has 

previously followed a practice of providing specific earnings guidance.  We are now taking a 

more conservative and cautious approach in terms of our outlook statements.  I believe this 

is an appropriate stance, given the experiences of the past 12 months and a recognition that 

there are unknown factors and variables that will influence our earnings – including future 

climatic conditions and competitive influences on pricing.  As these conditions become 

clearer over the course of the year – and particularly in the key second half selling period – 

we may be in a position to provide more complete guidance. 

Before I finish, I want to publicly thank the former chairman of Nufarm, Kerry Hoggard, for his 

tremendous contribution to this company.  As you know, I was appointed chairman in July 

after serious health concerns forced Kerry to retire.  Kerry’s association with Nufarm began 

some 53 years ago in New Zealand, back in the days when the company was known as 

Fernz Corporation.  He served in numerous managerial and non executive roles before 

becoming chairman in 2000.  I know that I speak for all shareholders when I thank Kerry for 

his tireless work and leadership over the years.  We wish him all the best in his future 

endeavours and as he continues his successful recovery from illness. 

 

I would also like to thank Doug Curlewis for his valuable contribution to the company during 

more than 10 years as a Director of the Board.  It was announced this week that Doug will 

resign from the Board following this meeting.  Doug has been an active and interested 

Director over that period and most recently served as the company's Deputy Chairman.  On 

behalf of the Board, management, and all shareholders, we thank Doug and wish him well.  

I want to hand over now to Doug Rathbone.  Before I do, let me say that I have never seen 

Doug work with more commitment, energy and focus than he has this year.  Nufarm has 

experienced a tough 12 months and there are more challenges ahead.  But the signs are 

good that we have started to recover, and there is no better person than Doug Rathbone to 

lead this company through that recovery.  Doug and his team are developing a very clear 

strategy to grow the business and we are confident that they will deliver strong results for 

shareholders in the year ahead. 
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Thank you Mr Chairman. 

I would also like to thank the shareholders in attendance today for your ongoing interest in 
the company.  

When I addressed you at the Annual General Meeting last year, I talked about a 12 month 
period that had been both challenging and eventful.  While the most recent 12 months have 
certainly been both challenging and eventful, I need to acknowledge that it has also been an 
extremely disappointing period for Nufarm.  And I know that you – as shareholders – very 
much share that disappointment. 

From a business perspective, the two major impacts on our 2010 financial year results were 
continued deterioration in earnings associated with the glyphosate segment, and a 
combination of adverse climatic conditions across our key geographies that negatively 
impacted demand for our products and contributed to pricing pressure in relation to some of 
those products. 

The glyphosate impacts were very substantial.  Following the 2008 spike in demand and 
pricing associated with glyphosate and the subsequent and severe deterioration in 
glyphosate pricing that affected all glyphosate suppliers, we began the 2010 financial year 
with excess inventory and an uncompetitive cost base 

The very damaging outcome was that we recorded significant writedowns on glyphosate 
stock and – for much of the year – we were forced to sell glyphosate at a loss.  

We generated an average gross margin of just 12% on glyphosate sales in the 2010 financial 
year…..which is significantly below the 30-percent-plus margins we generated on glyphosate 
sales in 2008, before the over-capacity issues and other impacts brought about major 
changes to this chemistry segment over the past two years. 

It is important to note that Nufarm began this current 2011 financial year with normal levels of 
glyphosate inventory that was purchased at market competitive prices.  There are no legacy 
issues associated with high cost glyphosate inventory still to be addressed. 

But it is also important to note that glyphosate has been and remains one of the most 
important chemistry segments in agriculture – and still the single biggest selling crop 
protection product by a large factor.  Nufarm will retain a position in glyphosate as it forms 
part of a valuable strategic positioning with our distribution and grower customers in many of 
our global businesses.  

Given the changes in the glyphosate market – and the subsequent deterioration in value of 
that market – we are making the necessary adjustments to reduce the weighting of 
glyphosate sales in our overall portfolio; and we are focusing on higher value segments in 
the market. 
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Whereas glyphosate comprised about 40% of our total revenues in 2008, we expect it to be 
in the vicinity of 25% of our business in the current 2011 year. 

We expect glyphosate pricing to remain very competitive, but our adjusted cost base will 
enable us to generate increased margins on glyphosate sales within that competitive pricing 
environment. 

We have also implemented important improvements in our sourcing and supply chain.  
These improvements further reduce the risk of the company holding inappropriate inventory 
levels at any one time.  

While the glyphosate story was clearly a big negative for our 2010 results, our performance 
in products other than glyphosate was much more positive, albeit we saw lower demand and 
volumes due to the adverse climatic impacts.  

The softer demand resulted in increased competition for fewer sales opportunities and the 
pricing environment was certainly subdued in most markets…..but Nufarm held its market 
shares and the margins achieved across the various product segments – other than 
glyphosate – were satisfactory. 

Our core phenoxy herbicide business also performed strongly, although volumes were down 
generally in this segment.  After resolving protracted regulatory issues associated with the 
2008 acquisition of the AH Marks business, we are now realizing some of the synergies we 
expected to capture when the acquisition was completed. 

2010 also saw the continued roll-out of important new product positions, particularly relating 
to our 'Nuprid' insecticide approval and launch in Brazil and markets in Europe; and 
additional launches for tebuconazole based products which strengthen our fungicide position. 

Our seeds business experienced profitable growth in 2010 and we integrated newly acquired 
businesses which will considerably strengthen our core crop positions. 

From a regional perspective, all of our major businesses generated lower operating profits 
than in the previous year.  Again….glyphosate related issues were the principal contributing 
factor in those results.  

As I have mentioned, however, those businesses were also negatively impacted by various 
climatic factors which reduced the selling opportunities for a number of Nufarm products. 

Here in Australia, we experienced contrasting seasons last year which saw the summer 
cropping period down by some 25% on average and – during the winter cropping period – 
Eastern and Southern states receiving above average rainfalls and very positive cropping 
conditions.  These were offset by some of the driest weather experienced in much of the 
West Australian wheat belt in many years. 

Both North America and Europe had long and very severe winters and a relatively short 
spring that meant a very narrow window for sales of some of our key products.  And in 
Canada, a substantial amount of acreage went unplanted due to flooding in the west of the 
country. 

As an agricultural inputs company, Nufarm will always be exposed to the inherent variability 
of climatic conditions.  Part of the rationale for establishing a global presence is that this 
generally mitigates the risks of adverse climatic conditions in any one major region.  As the 
2010 year demonstrates, however, it is possible to experience a combination of poor 
seasonal conditions in a number of regions within the one year. 

Despite those impacts, it certainly remains valid to pursue a strategy of geographic 
diversification. 
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While the financial performance of the business was poor – and well below our expectations 
– equally disappointing was the company's capacity to identify and respond to some of the 
business challenges with which we were faced during the 2010 financial year. 

I want to make it clear that the company recognizes that we have fallen short of 
shareholders' expectations in recent times and we need to do much better.  

You have our absolute commitment that we are putting in place appropriate changes to 
ensure we have an improved capacity to meet the challenges of the business…and we have 
a strong focus – throughout the company – to deliver earnings recovery this year and 
profitable growth in the years ahead. 

As the Chairman has reported, we are now in the concluding stages of a comprehensive 
strategic review of the business. 

The review process has been thorough and has benefitted from the input of external 
consultants who were asked by the Board of Directors to independently review a number of 
areas of the business and to challenge and validate our thinking on how best to take the 
company forward. 

Given the increasingly competitive nature of the industry in which we operate, the detail of 
that review and our specific execution plans will, of course, remain confidential.  I do, 
however, want to share some of the broader conclusions and actions that result from the 
review process. 

Firstly, the review confirmed that the earnings deterioration in the business over the past two 
years was predominantly the result of substantial changes in the glyphosate market and the 
impact of excess and high cost glyphosate inventory held by Nufarm over that period. 

Recognising that fact – and acknowledging the lessons that can be learnt from the 
glyphosate experience – the review has concluded that Nufarm's business has many 
important strengths, including a valuable global distribution base and a well recognized and 
respected brand. And we operate in an industry that will continue to provide profitable growth 
opportunities. 

That being said, we have identified a number of important areas where we can more clearly 
focus our operations; and target our growth objectives.  The commitment we are making is to 
make a good company a great company.  We will do this by enhancing our operating model 
and implementing improvements in all areas of the business, from our sourcing, supply chain 
and manufacturing activity, through product development, regulatory affairs and portfolio 
management, and our marketing and selling capabilities. 

While the industry remains competitive, Nufarm has core chemistry positions that will 
continue to generate value for the business.  To supplement those core chemistry positions, 
the company will look to strengthen its presence in more defendable, higher value segments 
by leveraging our strengths in product development and strong commercial partnerships.  

This will include a continued commitment to build our seeds and seed treatment business, a 
segment in which we have already established some very valuable positions. 

We will aim to further develop our entrepreneurial approach to business within a more 
disciplined framework.  We will enhance our ability to measure investment returns in specific 
areas of the business and to develop additional key performance indicators that reflect 
appropriate return on investment targets. 

We will continue to operate in global markets, but we don't need to be present in all global 
markets.  The near term priority is to consolidate and improve earnings returns from our 
existing market positions. 
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We have also identified opportunities to rationalise our product portfolio – removing 
underperforming products and SKUs from the portfolio – and to increase the efficiency of our 
product development programs. 

And we have targeted some specific cost savings and efficiencies in various areas of the 
business. 

Our ability to execute on this strategy will be partly determined by the systems we employ to 
monitor and analyse the business and by our strength and depth of management.  We are 
making important changes in both of these areas. 

For the 2011 budget and the current five year forecast, a systems enhancement was 
implemented that allows the company to budget and track sales and margin data by specific 
product at an individual business entity level.  This provided the business with the ability to 
review and interrogate the budget assumptions at a far more detailed level than was 
previously possible.  This includes a cross-check between product sales and margin 
forecasts put forward by various country businesses and the market analysis available to our 
global product management group. 

The upgraded system will facilitate a greater level of visibility on the performance of the 
business and the far more regular updating of sales and margin data.  This will also ensure 
that our forecasting process – within any financial year – is more robust and reliable than 
was previously the case. 

The company is also implementing further improvements to its data management and 
reporting systems. 

We are currently moving forward with the design and implementation of a global data 
warehouse that will fully integrate both financial and operational areas.  We expect phase 1 
of this project to be up and running in the first quarter of the 2011 calendar year. 

An improved ability to combine and analyse data from different functional areas of the 
business will further enhance our integrated business planning and provide more accuracy 
and efficiency in purchasing and other supply chain areas, as well as a more comprehensive 
level of management reporting. 

We recognise that systems improvements are only part of what makes an organisation 
efficient and responsive. 

To extract the full benefit of those improvements it is important that we have the resources 
and capabilities to review and analyse the data and act quickly in terms of a business 
response. 

To assist in that regard, Nufarm last month established a Business Analysis Unit.  

The Business Analysis Unit is tasked with ensuring that the commercial, analytical and 
business intelligence needs of the organisation are met; with contributing to the ongoing 
development and maintenance of group level management reporting protocols; and with 
supporting global processes for budgeting, planning and forecasting. 
 
Again, the establishment of this Unit is an important new initiative that will lift our 
performance in terms of data analysis and management reporting.  
 
More broadly, we have taken measures to strengthen the management of the company and 
to ensure we continue to make the organisational and operating changes necessary to 
support the future growth of the business. 
 
Ms Bonita Croft this week joined the Nufarm senior management team as Group Executive, 
Human Resources and Organisation Development.  This is a significant appointment for the 
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company and reflects the very high priority given to areas such as management transition 
and succession planning; talent development; and other initiatives relating to the company's 
most valuable asset...our people. 
 
Bonita is a highly experienced professional who has worked in senior executive roles in large 
public companies with global operations.  I am very much looking forward to working with 
Bonita as we continue to address organisational change and improvement issues. 
 
It is important to note that we are already underway on a number of fronts. 
 
In the US, we have downsized and restructured the business over the past six months as 
part of a plan to realign the cost base and redirect our focus into higher value segments of 
the market. 
 
In Brazil we have made a number of important changes following the appointment in March 
of a new regional head of South America, Valdemar Fischer.  Valdemar has extensive 
industry experience in very senior management roles with Syngenta and brings to Nufarm a 
discipline and skill set that will help drive the much-needed improvement in business 
performance expected of Brazil.  We have subsequently made several other changes in 
Brazil, including a restructuring of the sales force. 
 
On a corporate basis, we are also moving to strengthen the financial management of the 
company.  We have instigated a process to recruit a senior finance manager into a Group 
Treasurer role.  This role will provide additional oversight of cash flow management; foreign 
exchange exposure; working capital; and debt positions.  We plan to have someone in place 
in this new role early in the new calendar year. 
 
These are some examples of the initiatives that will help facilitate a strong earnings recovery 
and a profitable growth outlook for Nufarm. 
 
The review process is now coming to a close, with our various external consultants having 
completed their briefs. Management will now proceed with the implementation program….it is 
time to get on with the job.  
 
As the chairman has acknowledged, we can now focus all of our attention on rebuilding the 
profitability of the business and shareholder value. 
 
The refinancing arrangements – announced earlier this week -are largely in place, with some 
final documentation to be completed over the next two weeks.  This has been a very 
substantial exercise but I am extremely satisfied with the outcome.  As all shareholders will 
appreciate, it has been critically important to get clarification and certainty around the funding 
position of the company. 
 
 

I would now like to update you on trading conditions and on the performance of the business 
during the first quarter of this, the 2011 financial year. 

While the early months of our financial year are a comparatively quiet sales period in our 
northern hemisphere markets, it never-the-less encompasses the summer cropping season 
in Australia and the initial business associated with the major season in Brazil. 

Here in Australia, above average rainfall in most areas of the country has provided excellent 
conditions for the final growing stages of our winter cereal crops.  Western Australia is the 
exception and has had a poor winter cropping season with dry conditions there leading to 
crop failures, particularly in the central and northern areas of the wheat belt. 
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Elsewhere, the increased rainfall has provided a very good lead-in to summer crops such as 
cotton, rice, sugar and sorghum…..with the highest plantings we have seen in a number of 
years in several of those crops. 

The high moisture levels are contributing to increased pest and disease pressure and many 
of you will have seen the extensive publicity relating to the threat of locust damage to cereal 
crops. 

Market segments such as horticulture have been particularly strong this quarter and this is 
expected to continue.  

The demand for Roundup Ready Crops has also grown substantially with significant 
increases in both Cotton – which has now been planted – and Canola, which will be planted 
in the autumn of 2011.  This benefits both our chemistry and Nuseed businesses. 

As we speak the harvest is underway in a number of regions across Australia with some 
farmers experiencing difficulties with continued wet weather.  This causes delays to harvest 
and, in turn, can delay or reduce summer weed control management. 

We are certainly taking advantage of the generally positive conditions in Australia and our 
Australian business is tracking ahead of budget for the first quarter of the year; and well 
ahead of its first quarter performance – on both a sales and margin basis – for the same 
period last year. 

While climatic conditions have generally been very positive in Australia, we have seen a late 
start to the season in Brazil. 

The southern cropping regions and some areas in the north received timely and adequate 
rainfall, but in the important soybean growing regions in the central areas of Brazil rains 
came late and delayed planting for 30-45 days.  Rainfall is now normal and planting is well 
under way. 

The late season is reflected in Nufarm first quarter sales being behind target.  We are, 
however, slightly ahead of our internal forecasts with respect to margins on those sales.  
In part, this is due to a decision not to participate in low margin glyphosate business in Brazil, 
where the earnings on that business are seen as unacceptable.  

We now have the flexibility to choose whether to participate in the glyphosate segment – and 
we are not offering price support guarantees that have the potential to reverse positive 
margins later in the financial year. 

In terms of other product sales in Brazil, Nufarm is generating improved profitability from 
sales of an expanded range of fungicides and insecticides as well as our phenoxy herbicides. 

Selective herbicides for the soybean segment are also performing well, and sales of the 
newly launched imidacloprid range (Nuprid and Kit Nuprid) are in line with our expectations.  

Nufarm now has access to several Sumitomo-sourced products in Brazil and we are very 
pleased with initial sales of those products.  

While we have seen a late start to the season in Brazil, key soft commodity prices are strong 
and growers have a substantial economic incentive to produce high yielding crops.  This is 
encouraging Brazilian growers to optimize their use of inputs, including crop protection 
products. 

I'm very pleased to announce that we have just completed new agreements that will 
significantly strengthen our product portfolio position in Brazil. 
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An agreement has been concluded with Syngenta to extend supply of the world's best selling 
fungicide, azoxystrobin, to Nufarm in Brazil.  The agreement will facilitate Nufarm's supply of 
several Azoxystrobin based mixture products in the valuable soybean rust segment.  First 
sales under the agreement are to be made in January next year. 

The second agreement – completed last month with BASF – involves a co-distribution 
arrangement for an insecticide called fipronil. Brazil is the largest market for this insecticide, 
which is used globally on more than 100 different crops.  Our agreement with BASF will 
facilitate our early entry into the market, where we will launch products for both sugar cane 
and an initial seed treatment product with application in corn, soybean, dry beans and cereal 
crops.   

Both of these agreements reflect the company's strategy to build a more diversified product 
offering in Brazil and our new management team has done an outstanding job in working 
with both Syngenta and BASF to secure these deals. 

As is typically the case, sales activity in our other key regions during the first quarter of the 
financial year is comparatively quiet. 

I can report, however, that the business in Asia is tracking ahead of forecast and ahead of 
first quarter sales and gross margin last year, with the Indonesian business doing particularly 
well over the first three months. 

In Europe, we are tracking behind forecast in some of the Southern European markets, 
particularly in France, Spain and Italy where channel inventory levels are higher than normal 
given last season's lower volume sales.  The pricing environment remains generally 
competitive.  The North Eastern European businesses are performing ahead of first quarter 
expectations on both a sales and margin basis (and ahead of the same period last year).  

In general terms, the sentiment relating to agriculture in Europe is much more positive than 
at the same time last year, with stronger crop prices expected to encourage increased 
plantings in many European markets. 

In North America, our US sales into the general agriculture market are below first quarter 
sales last year, but the stronger commodity prices are likely to influence some earlier than 
normal buying patterns, with activity expected to increase over the next few months.  As in 
most other markets, glyphosate pricing remains very competitive and we expect that position 
to continue.  

Very dry conditions across most of the Midwestern, Eastern and Southeastern regions of the 
US are negatively impacting turf and ornamental sales, but this part of our business certainly 
has the opportunity to make up that lost ground over the balance of the financial year. 

Our glyphosate sales are significantly down and our non glyphosate sales in the US are up 
on the first quarter of 2010, reflecting a very deliberate rebalancing of Nufarm's portfolio into 
other higher margin and more defendable segments. 

While total US sales are down, we are ahead on both a total gross margin and gross margin 
percentage basis. 

In Canada, we have benefited from increased fallow spraying, resulting from the flooding that 
negatively impacted the business last year.  Canadian distributors, however, are holding 
reasonably high stock levels.  

Our North American seeds business is ahead of expectations. 

In summary, our first quarter is generally in line with, or ahead of, expectations in Australia, 
Asia, North America and North Eastern Europe. Brazil and Southern Europe are tracking 
behind forecast…but we expect activity to pick up in Brazil now that growers have the 
conditions to accelerate planting activity. 
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On an overall basis, our first quarter EBIT result is well ahead of where we were at the same 
point last year and gives us continued confidence that the business can generate an 
improved profit outcome over the course of the full year. 

For the current half year, we expect an improved operating result compared to the first six 
months of 2010 in which the company recorded a headline loss of $40 million and an 
operating loss of $4.5 million.   

For the six months to January 31, 2011, we expect to record an operating profit in the range 
of between $10 million and $20 million. I need to emphasize that this estimate remains 
dependant on a number of variables including trading conditions over the next two months, 
and climatic factors.  

We will be reporting a number of non-operating or material items at the half year. These will 
include the one-off costs associated with the interim financing arrangements and the 
strategic review. 

The improved overall half year result will be driven by stronger earnings in most of our 
markets and the absence of the negative impacts associated with glyphosate related write-
downs of last year 

Net debt is anticipated to be lower at the half year than what it was at that point in the prior 
year.  It will, however, be higher than at the July 2010 levels as we build working capital to 
levels required for the key second half selling period. 

Finally, I would like to reinforce some of the statements made by the Chairman in relation to 
the Sumitomo Chemical Company's strategic investment in Nufarm.  Since completing its 
20% investment in April of this year, Sumitomo has worked with us to identify and put in 
place a number of commercial agreements that will add value for both companies. 

Agreements, involving the sale of Sumitomo chemistry across Nufarm's distribution platform, 
have been executed in Brazil, Indonesia, the UK and Germany.  Further distribution 
agreements are being considered in North America and other markets within Europe. 

The two companies have also agreed to collaborate on product development opportunities 
and are considering further areas of co-operation. 

The relationship with Sumitomo has been supportive and we have been extremely impressed 
with high level of professionalism and industry expertise that Sumitomo management 
displays in our very regular interactions. 

 

I would now like to hand back to the Chairman. Thank you. 
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2010 financial year in review

Glyphosate

 Adverse climatic conditions

Major impacts
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2010 financial year in review

 Excess and high cost inventory

 Significant write-downs

 Average gross margin of 12%

The glyphosate impact

2011 year begins with no inventory concerns

Forecasting glyphosate to be approx 25% of 

revenues
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2010 financial year in review

 Lower demand increased competitive 

pressures in other segments

 Market shares and margins mostly maintained

 New product introductions

 Positive gains in seed business
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2010 financial year in review

 Poor summer cropping in Australia; and 

dry winter cropping conditions in WA

 Long, severe winters in North America and 

Europe; poor autumn/spring seasons

 Widespread flooding in Canada

Climatic impacts were widespread
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Strategic Review
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Strategic Review

 Core chemistry positions will continue to 

generate value

 Must be supplemented with stronger 

presence in more defendable, higher value 

segments

 Capacity to better leverage strengths in 

product development and commercial 

partnerships
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Strategic Review

 Entrepreneurial approach within a more 

disciplined framework

 Improve ability to measure returns and 

establish appropriate KPI's

 Retain global presence….but more 

selective on further geographic expansion
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Strategic Review

 Increased focus in product development

 Cost savings and efficiencies

 Product portfolio to be rationalised

remove 'low performing' products/SKU's
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Strategic Review

 New global data warehouse will provide 

more integrated business planning and 

analysis

 Business Analysis Unit established

 Systems upgrades
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Strategic Review

 Increased expertise and focus on senior 

management transition/succession issues

 Business restructuring on a regional level

 Strengthen and increase depth of 

management

 Recruitment of Group Treasurer

Focus on cash flow management; foreign exchange 

exposure; working capital; debt
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Strategic Review

Move from 'review' phase to implementation 

program

Rebuild profitability and 

shareholder value
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2011 First Quarter 

Performance
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2011 first quarter

 Increased rainfall boosts Summer cropping

 Tracking ahead of forecast and ahead of Q1 

2010

Australia
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2011 first quarter

 Late season and still dry in some regions

 Lower glyphosate sales

More 'secure' earnings

 Expanded product range and new supply deals

 Behind forecast for first quarter

Brazil
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2011 first quarter

Asia: Strong early sales and ahead of 

forecast

Europe: Southern markets lagging; elsewhere 

performing well

USA: Ahead of Q1 2010 on both total gross 

margin and gross margin percentage

Canada: Increased fallow spraying after floods, 

but high stock levels in inventory due 

to lower sales last season
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2011 first quarter

2011 first quarter EBIT is well 

ahead of 2010 first quarter EBIT

We expect improved headline and 

operating result for six months to 

January 31, compared to same 

period last year
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Sumitomo relationship 

is adding value
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