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Chairman’s Highlights

~ A reflection on the financial year, and outlook to 2005

Trading Summary

NASAA achieved solid growth and a strong financial performance in the 2003 -2004 financial year, despite
unfavourable production conditions impacting many of our operators and trading income. These conditions,
caused by the drought, are expected to improve in the 2004-2005 year.

A surplus of $37,000 was recorded at June 30, 2004. This compares with a loss in 2002-03 and helps boost NASAA
reserves to $144,000. Given our Not For Profit status, we believe this provides a more than sufficient buffer against
any unforeseen downturns over the next few years.

Key indicators reveal: Income increased by 16%, supported by a 12% increase in our customer base. Cash assets
increased 88% to $166,000. Stakeholder equity increased by 35%. Cost escalation was limited to just 3%.

Following the return to surplus, steady growth has been projected for the 2004-2005 year, tentatively endorsed by an
improved September quarter performance.

Key Initiatives

NASAA continues to take a leadership position in on-going industry development. Major initiatives include hosting
the IFOAM Organic World Congress in September 2005; collaborating with industry partners in the Bid to develop
an Organic CRC; working with Government and industry on the development of the National Standard; and
contributing as an industry representative in the structuring of an effective peak body for the Australian organic
industry.

IFOAM Organic World Congress

The spotlight of the global organic movement will be on the OWC in Adelaide in September 2005. NASAA is
privileged to have been awarded the honour of organising the event, under contract from IFOAM.

Planning is well advanced, with a specialist conference management company engaged under the guidance of an
organising committee. This implementation model ensures minimal distraction to the day to day operations of
NASAA and will have no significant human resource or budgetary impact on our core business.

Publicity for the event continues to gather momentum with a call for industry papers released and early media

coverage. The engagement of a public relations consultant will see the continued build up of attention and media
focus through 2005.

Organic Co-operative Research Centre Bid

NASAA was proud to be the only certifier committed to the initiation of the industry bid for a CRC in Organic Food
and Farming Technologies.

The submission for federal government funding was well supported by a large cross section of the organics

community and associated organisations including a major retail chain (Coles), universities and educational
institutions, research facilities, major food processors and input suppliers.
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NASAA shared industry disappointment following the failure of the Bid at the final stage. The formation of a CRC,
had it been successful, would have provided the industry with a vastly increased level of funding to undertake R&D
programs, well beyond the existing level of support.

Whilst disappointed with the outcome, the bid process itself has provided a focus in the identification of key
industry research objectives, developing increased support from a range of key industry players, and development
institutions. The key research programs will continue to be promoted, with the lobbying of appropriate funding
channels.

Development of National Standard

NASAA is proactively involved in the Organic Industry Export Consultative Committee (OIECC). OIECC comprises
a representative grouping of relevant industry stakeholders, AQIS and other government agencies who meet on a
regular basis to review and discuss the operational and administrative aspects of the AQIS Organic and Biodynamic
Program - under which all Australian certifiers are accredited.

NASAA attended forums held in Canberra throughout the year, representing its certified operators through
providing recommendations and input to proposed changes to the National Standards, market access and
regulatory issues.

With the release of the latest (third) edition of the National (Organic) Standard by AQIS, NASAA will continue to
address any resultant issues through this forum on behalf of operators.

Industry Representation

Following an industry meeting convened by the Federal Government, an Industry Working Group was appointed to
identify those changes needed to the Organic Federation of Australia (OFA) in order to gain broad industry support
for the Federation as recognised peak body. This is continuing ‘work in progress’ and it is my privilege to serve on
the working group as a certifier representative.

Highlights in Brief

International Certification

The certification of farmers under grower group collectives offshore has exceeded 10,000 for the first time, with an
expansion of certification services into a number of overseas countries.

Grass roots Support

NASAA is now implementing previously announced policies to assist ‘grassroots’ regional organisations. Several

projects have already been approved and we are in discussions in relation to a number of other proposals.

Event Participation

NASAA continued to represent its various operators around the country and overseas throughout the year. As part
of our annual program, we supported the BioFach events held in Japan and Germany, affording a low-cost option
for operators to exhibit product in these important export markets.

Industry Communication

NASAA re introduced a quarterly magazine during the year, ‘Organic Insights’, to assist in disseminating industry
and certification information to members and operators. The journal has continued to receive overwhelmingly
positive feedback since its inception, and will continue to grow and develop in line with member and operator
needs.
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Concluding Remarks

During the year, we welcomed new members Kathe Purvis, Peter Wadewitz and Michael Glanger to the NASAA
Board. The background and skills of each will serve to complement existing strengths, ensuring a connected,
influential directorship.

The year also saw a period of consolidation within the staff structure with the creation of a Marketing position, and
the move to employ a second full time Certification Officer. The new and expanded roles will strengthen our service
delivery in line with operator needs, through the promotion of the core certification service and the enhanced
provision of quality certification advice and information. I congratulate and commend all staff on their contributions
during this period of change.

On behalf of the NASAA Board and Staff, | thank operators for their continued support throughout the year
and wish all success in 2005.

S

GEORGE DEVRELL
Chairman
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Operations Report

Data and Trends

The financial year 2003-4 has seen a 12% overall increase in operators with considerable growth especially in
NASAA’s additional programs required for access in the growth US and Japanese markets. Drought has continued
to force operators to voluntarily defer their certifications. Land certified by NASAA in Australia has increased by 8%
on the previous year (to 7.54 million cf 6.98 million ha/s in 2002-03).

NASAA now certifies in a record number of countries: Australia, Brazil, Indonesia, Nepal, New Zealand, Papua
New Guinea, Samoa, Sri Lanka and the Solomon Islands with the number of farmers certified under grower groups
exceeding 10,000 for the first time (up 16% on 2002-03).

During the year NASAA together with NCO received 18% more applications for certification compared to 2002-03.

Inspections and Testing

NASAA conducted 13% more inspections in the year. Of these 30% were initial inspections and 70% were
reinspections. In addition, NASAA conducted 24 unannounced inspections and 28 random tests of NASAA certified
produce.

Certification Programs and Report

NASAA’s main certification program, under which it certifies the bulk of its operators, is accredited by AQIS and by
IFOAM. This enables qualifying operators to apply the IFOAM Seal and/or the AQIS Regulatory Mark to their
produce in addition to the relevant NASAA Label.

NASAA has completely revised its certification checklists and inspection paperwork during 2003-4 and has initiated
electronic distribution and delivery of inspection reports, which benefits turnaround times and limits file
paperwork.

NASAA'’s supplementary programs provide for:
e Trader certification (ORGAA) for retailers, restaurants, market stalls and home delivery services;
e JAS certification accredited by the Ministry of Food, Agriculture and Fisheries in Japan;
e USNOP certification operated through NASAA’s wholly-owned subsidiary, NASAA Certified Organic
Pty Ltd (NCO) accredited by the US Department of Agriculture;
e Consultant & Compatible Products Listings.

Sanctions, Appeals, Complaints, Product Acceptances, Precedents

During 2003-04, NASAA managed the following matters as part of its certification process:
e Sanctions: 5 for non-compliance issues
155 suspensions for administrative non-compliances
e Appeals: 4
e Complaints re certified operators: 10
e Complaints re NASAA: 2
e Complaints re non-certified operators: 4
e Product Acceptance requests: 21

e Precedents & Exceptions: 4
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Promotion & Publicity

NASAA attended or supplied information at the following events (in chronological order) in 2003 /4:

2003
26-27 July

31 July-1 August

7-16 August
8 September

9-12 September 2003
early SeptemberP

21 September
2-3 October
9-10 October

3 November
15 November
Mid December

2004

18-21 February
27-28 March
21 April
7-10 May

8 May

15-16 May
26 May

26 May
15-18 June
30 June

Standards

South Coast Flora Field Days, NSW

QLD Organic Conference, Cairns

RNA ‘ekka’” Show, Brisbane

BTS/RACI Conference, Adelaide

Fine Food Fair, Sydney

resentations at Malaysian Organics Conference
Fills Farm Expo - Landcare

2rd OFA National Organic Conference, Adelaide
EcoLabelling Conference, ACT

Singapore Food Show, Singapore

Farmer’s Market, Adelaide

Biofach Japan

Biofach Nuremburg, Germany

Petty’s Orchard, VIC

Sustainable Organic Production Systems, Ballarat, VIC

AgFest Tasmania

The Changing Landscape of Organics in WA and AGM OGAWA

Fred’s Pass Show, Rapid Creek, NT

Organics - Market Development by Design, East Darling Downs and Lockyer Valley, QLD
Organic Producers Forum, Wauchope, NSW

‘Health Week”, Maharishi Primary School, Reservoir, VIC

Meeting with Tooleybuc Producers, Tooleybuc NSW

The completion of the NASAA Organic Standard in December 2005 is the result of the collective dedication of the
members of the Standards Committee, chaired by Rod May and co-ordinated by Kate Hamer throughout much of
the year 2003-4. This will result in considerable improvements for NASAA operators with greater clarity regarding
the stipulations of the standard and advisory recommendations as to best practice. Any interested parties wishing to
present their input to the Standards Committee are invited to do so on a continuing basis.

Inspectors and Inspector Training

The annual scheduling of NASAA’s update training programs (in May 03 and September 04) took place for either
side of the limits of the 2003-4 financial year.

Export Certificates

NASAA continues to write approximately the same number of export certificates as it did in the previous year.
Exports to Asia/Pacific Rim continue to predominate in terms of the number of export events though in terms of
overall volume it is likely that exports to the EU are greater.
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NASAA Certified Organic Pty Ltd (NCO)

NCO was formed in August 2002 as a wholly owned subsidiary of NASAA as a vehicle to provide organic
certification under the US National Organic Program. It will undergo its first USNOP external audit in 2004-5. In
2003-4 NCO has traded somewhat better than in its first year which incurred set-up costs.

External Accreditation Audits

In 2003-4 NASAA was audited by AQIS and by IOAS, the accreditation ‘arm’ of IFOAM. The IFOAM visit combined
also an audit of NASAA's system against the requirements of ISO65, and NASAA became the first certifier within
IOAS/IFOAM to gain its ISO65 accreditation in March 2004, which will assist NASAA’s overseas operators to gain
market access.

Lign Aushin

LYN AUSTIN

Administration Manager

Personnel

DIRECTORS
George Devrell
Rod May
Michael Glanger
Kathe Purvis
Bill Toulmin
Peter Wadewitz

Chair and CEO

Deputy Chair and Technical Director
Director

Director

Director

Director

STANDARDS & TECHNICAL COMMITTEE

Chair
Secretary

Rod May
Kate Hamer

INSPECTION REVIEW COMMITTEE

Chair
Deputy Chair
Secretary

STAFF

Lyn Austin
Melanie Bullers
Dianne Gore
Natasha Green
Kate Hamer
Louise Lesnicki
Joanne Koehne
Brad Nott
Sharon Riddle
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Phil Rowe
Jan Denham
Melanie Bullers

Administration Manager
Inspections Officer

Payments Officer

Reception

Certification Standards Officer
Finance & Administration Officer
Marketing Officer

Certification Officer

Contracts Officer



PROFIT & LOSS ACCOUNT
FOR THE YEAR ENDED 30TH JUNE 2004

2004 2003
$ $

OPERATING PROFIT (LOSS) BEFORE
INCOME TAX 37,736 (72,307)
Income Tax Expense - -

OPERATING PROFIT (LOSS) AFTER

INCOME TAX 37,736 (72,307)
Retained Profits (Accumulated Losses)

at the beginning of the financial year 106,112 178,419
TOTAL AVAILABLE FOR APPROPRIATION 143,848 106,112

RETAINED PROFITS (ACCUMULATED
LOSSES) AT END OF FINANCIAL YEAR 143,848 106,112

BALANCE SHEET

AS AT 30TH JUNE 2004
2004 2003
$ $
CURRENT ASSETS
Cash 160,242 85,122
Receivables 57,942 88,510
Inventories 360 499
TOTAL CURRENT ASSETS 218,544 174,131
NON-CURRENT ASSETS
Property, plant and equipment 27,956 28,256
TOTAL NON-CURRENT ASSETS 27,956 28,256
TOTAL ASSETS 246,500 202,387
CURRENT LIABILITIES
Creditors and accruals 32,466 18,955
Provisions 25,343 16,678
Other 44,843 60,642
TOTAL CURRENT LIABILITIES 102,652 96,275
TOTAL LIABILITIES 102,652 96,275
NET ASSETS (LIABILITIES) 143,848 106,112
EQUITY
Retained profits 143,848 106,112

TOTAL EQUITY 143,848 106,112




// PJ Whelan
Partner

-
Signed at Adelaide on 2 / September 2004.



