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Statement of Responsibility

We certify that the company has operated in accordance with the Crown

Research Institutes Act 1992 and Companies Act 1993. The company has

also complied with all statutory environmental obligations.

We acknowledge responsibility for the preparation of these financial

statements and for the judgements used therein.

Internal control procedures are considered to be sufficient to provide a

reasonable assurance as to the integrity and reliability of the financial

statements.

In our opinion these financial statements fairly and accurately reflect the

financial position and operations of the Institute of Environmental

Science and Research Limited for the half year ended December 2004.

Ian Wilson, Chairman

Dr John Hay, Chief Executive Officer

Keith Oliver, Director
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(vi) Taxation
The taxation charge against the accounting surplus for the period is the estimated liability in

respect of that surplus after allowance for permanent differences between accounting and tax

rules.

ESR accounts for deferred taxation using the partial basis under the liability method.  Future

tax benefits attributable to tax losses or timing differences are only recognised when there is

virtual certainty of realisation.

(vii) Statement of Cash Flows
a) Cash means coins and notes, demand deposits and other highly liquid investments in which

ESR has invested as part of its day-to-day cash management.

b) Investing activities are those activities relating to the acquisition, holding and disposal of

fixed assets and investments.

c) Financing activities are those activities which result in changes in the size and composition

of the capital structure of ESR.

d) Operating activities include all other transactions and events.

(viii) Foreign Currency Transactions
Transactions in foreign currency are translated to New Zealand dollars at the rate of the

transaction.  Foreign currency monetary assets and liabilities are translated at the rate applying

at balance date.

Where foreign exchange risk at balance date is covered by forward contracts, the translation is

carried out at the rate contained in the applicable contract.

(ix) Research and Development
A portion of ESR's normal operations relates to research activities.  Such operating activities

are externally funded and are accounted for as ordinary operating expenses and revenues as the

activities are performed. 

Other research costs are expensed in the period in which they arise.

(x) Goods and Services Tax
Items in the Statements of Financial Performance and Cash Flows are disclosed net of Goods

and Services Tax.  All items in the Statement of Financial Position are stated net of GST with

the exception of receivables and payables, which include GST invoiced.

(xi) Financial Instruments
ESR is a party to financial instruments as part of its normal operations. Financial instruments

carried in the Statement of Financial Position include cash and bank balances, short-term

investments and accounts receivable. Such financial instruments are recognised in the

Statement of Financial Position at net realisable value.

Financial instruments that are designated as hedges of specific items are recognised on the

same basis as the underlying hedged items.

Financial instruments that do not constitute hedges are stated at market value and any

resultant gain or loss is recognised in the Statement of Financial Performance.

Forward exchange contracts entered into as hedges of foreign exchange assets and liabilities are

valued at the exchange rate prevailing at the end of the period.  Any unrealised gains or losses

are offset against foreign exchange gains or losses on the related asset or liability.

(xii) Impairment
Annually, the directors assess the carrying value of each asset.  Where the estimated

recoverable amount of the asset is less than its carrying value, the asset is written down. 

The impairment loss is recognised in the Statement of Financial Performance.

(xiii) Changes in Accounting Policies
There have been no changes in accounting policies in the period.  The policies set out above

have been applied on a basis consistent with previous periods.
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Notes to the Financial Statements
1    THESE ACCOUNTS ARE UNAUDITED
2    STATEMENT OF ACCOUNTING POLICIES

REPORTING ENTITY
The reporting entity to which these financial statements relate is the Institute of Environmental

Science & Research Limited (ESR).

The financial statements have been prepared in accordance with the Crown Research Institutes

Act 1992, the Companies Act 1993, and the Financial Reporting Act 1993.

Budgeted figures are included in the financial statements pursuant to the Crown Research

Institutes Act 1992.  These budgeted numbers are not subject to audit.

Group financial statements have not been prepared as the two subsidiaries and associate of ESR

are dormant, non-trading entities, consequently there is no difference between the financial

statements of the group and parent.

MEASUREMENT BASE
The financial statements are prepared on the basis of historical cost with the exception of

certain items for which accounting policies are stated below.

ACCOUNTING POLICIES
(i) Operating Revenue

Operating revenue shown in the Statement of Financial Performance comprises the

amounts received and receivable by ESR for services supplied to customers in the ordinary

course of business.

(ii) Fixed Assets
The cost of fixed assets includes the value of consideration given to acquire the assets and

the value of other directly attributable costs, which have been incurred in bringing the

assets to the location and condition necessary for their intended use

(iii) Depreciation
Depreciation is charged on a straight line basis so as to write off the cost of the fixed

assets over their expected economic lives.

Major economic lives are:

Freehold Buildings 25 - 50 years

Leasehold Improvements 10 years

Plant, Equipment & Vehicles 3 - 10 years

IT Equipment and Software 3 years

Gains and losses on disposal are taken into account in determining the operating result.

(iv) Accounts Receivable
Accounts receivable are stated at their estimated realisable value after providing against

debts where collection is doubtful. An estimate of the value of doubtful debts is made

based on a review of debts at year-end.  Bad debts are written off in the period in which

they are identified.

(v) Stock and Work in Progress
Stocks of consumables and work in progress are stated at the lower of cost and net

realisable value. Cost is determined on a first in, first out basis.  Work in progress

includes a portion of the costs appropriate to the stage of completion reached.
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Report to Shareholders
The Directors and Management of the Institute of Environmental Science and Research Ltd (ESR) are
pleased to present the half-yearly report of the Institute for the six months ended 31 December 2004.

Financial result
The financial performance for the first half of
the year has been very strong, with operating
surplus before taxation well above that
budgeted. The net surplus after taxation is
$1.006 million but when compared with budget
has a negative variance as a consequence of the
delay in the settlement of the Kelly St property.
The forecast to year-end is for the operating
surplus before taxation and the net surplus after
taxation to be close to that budgeted.

New board members
Dr Mere Roberts and Keith Oliver joined the
ESR board, replacing Murray Bain and James
Koh. Dr Roberts is a former director of the
ForestResearch Board and head of the Faculty 
of Science at Te Whare Wananga O
Awanuiarangi. Keith Oliver has a background 
in private equity investment, strategic planning
technology and major capital works project
management and is a director of a number of
private sector companies.

Non-financial performance measures
Non-financial performance has been strong,
especially in publications, and of note is our
involvement in disaster victim identification 
in Thailand following the tsunami. ESR is 
working closely with the Police and MFAT on
this project.

Tsunami assistance to Thailand 
ESR is providing forensic assistance and
software to Thailand following the Boxing 
Day tsunami disaster. The ESR-developed
software will help identify victims of the
disaster, linking with Thailand’s existing
forensic system for recording criminals’ 
DNA, installed by ESR last year. 
Systems staff travelled to Thailand to install 
the new software and train staff. ESR also
upgraded Thailand’s existing systems used for
its criminal database. 
In addition, ESR forensic scientists spent 
time at the Thai Central Institute for 
Forensic Science in Bangkok, assisting with 
the huge workload it faced as a result of the
tsunami. New Zealand government aid agency
NZAID is meeting the cost of the $250,000 
assistance package. 

Paritutu serum dioxin study
ESR undertook a study and completed an
interim report for the Ministry of Health on
serum dioxin levels in residents known to have
lived in Paritutu (near the Dow Chemical 2,4,5
T plant) from 1968 to 1986. Results indicated
levels of serum dioxin residues up to five times
higher than normal. ESR worked with the
Ministry of Health to inform all participants
personally of their results and the wider public
of the study’s findings. ESR is now undertaking
the second phase of the study for the Ministry.

National Centre of Excellence for Emerging
Diseases and Biosecurity
Cabinet approved the centre concept in principle
following several months of work on the
proposal by the agencies involved: ESR, the
Ministry of Agriculture and Forestry (MAF),
AgResearch and the Ministry of Health. The
proposed centre would utilise existing facilities
at Wallaceville. ESR believes the centre is
critical for New Zealand’s health preparedness
and will recruit additional specialist staff to
increase its capabilities in the area.

Science mission to North Asia
The CEO led a successful multi-agency
government science mission to North Asia in
August. The visit to China, Japan and Korea by
the Minister of Science, Research and
Technology, senior New Zealand scientists and
science managers investigated collaborative
research and investment opportunities in Asia.

DNA systems for Malaysia
ESR is assisting the Royal Malaysian Police to
expand its DNA laboratory and establish a DNA
database. ESR-developed software and systems
have been purchased and staff will be providing
DNA and systems training and assistance.

DNA solves ‘cold’ cases
DNA profiling and matching continued to
provide good results in helping solve crimes,
particularly in historic or ‘cold’ cases. In
reference to a 12-year-old rape case police said
good detective work and ESR’s procedures in
keeping exhibits and being able to complete the
tests needed solved the crime.
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Report to Shareholders (cont’d)

Ian Wilson, Chairman Dr John Hay, Chief Executive Officer

ESR research supporting sustainable farming
Funding of around $800,000 has been provided
by the MAF Sustainable Farming Fund and
Dairy Insight for a three-year ESR-led project to
help minimise and manage any increased
microbial pollution that could result from
intensification and changes in farming practices.
The project involves stakeholders who want to
further their understanding of farm
management, ensuring that farming is both
environmentally sustainable and economic.

Profit share scheme
ESR distributes 10% of its previous year’s net
surplus after taxation to staff for professional
development training. The scheme targets
support staff, technicians and newly appointed
scientists. In its third year the scheme awarded
$179,300 to 54 members of staff.

KEY SCIENTIFIC HIGHLIGHTS

Meningococcal vaccine programme
The rollout of the MeTZBTM vaccine for six
month to 20-year-olds was granted by MedSafe
in July 2004. Since then ESR has worked on the
antibody studies associated with the young
infants (under six months) trial, and undertaken
measurement of antibodies to all other vaccines
given in parallel through the childhood
immunisation schedule.

ESR conference
ESR held its fourth bi-annual science conference
in November 2004. It provided an opportunity
for staff across different work areas to share
research and information and gave young
scientists and technicians the opportunity to
present their work. A number of awards were
presented for science posters and presentations.

Cross-programme activity 
The three areas of cross-programme activity 
are working extremely well and are contributing
to continuous improvement in science delivery
across the organisation. The Enteric
Microbiolology Steering Group has evaluated

funding proposals, the Risk Group has
undertaken risk training utilising specialist
software, and the Surveillance Group has been
involved in strategic planning and system
improvements.

New Zealand expertise assists Australian legal
system in forensic anthropology
ESR, in collaboration with the Australian
National Institute of Forensic Science,
undertook Australia’s first Aboriginal
population genetic study for a high-profile rape
case. The study and subsequent report were
undertaken in record time because of the
requirement to counter the impact of an earlier
ruling on cases involving Aborigines throughout
Western and South Australia. This ruling had
acquitted the defendant and undermined the
basis for DNA testimony, prompting the
Aboriginal legal service to recommend that all
its defendants plead “not guilty” and
prosecutors to defer trials. At the first
subsequent trial following the public
presentation of the model, the defendant in the
original case pleaded guilty. Advice and training
to members of the Australian legal service are
being provided.

Senior fellowship secondment to Lyons
ESR’s senior fellow for 2002, Sue Petricevic,
completed her six-month secondment to the
Laboratoire de Police Scientifique de Lyon,
France. The forensic laboratory houses France’s
national DNA databank. While there Sue
worked on three research projects aimed at
improving and automating trace DNA analyses
as well as co-supervising a Master’s student and
undertaking DNA seminars and training.

ISSUES

Mt Eden site remediation
The remediation of the Mt Eden site got
underway in September 2004 following a public
tender process. The site will be transferred to
the purchaser on completion of remediation.
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Financial Statements
(unaudited)

Statement of Financial Position
As at 31 December 2004

31/12/04 30/06/04 31/12/03

$000s $000s $000s

Non-Current Assets

Fixed assets 19,072 18,954 18,646

Future income tax benefit 63 63 164

19,135 19,017 18,810

Current Assets

Cash and bank balances 1,922 2,423 1,865

Accounts receivable and prepayments 4,183 3,200 2,674

Income tax receivable - 278 -

Stock and work in progress 534 708 461

6,639 6,609 5,000

Current Liabilities

Accounts payable and accruals 3,603 4,717 3,133

Income tax payable 193 - 382

Leave liabilities 1,350 1,256 1,230

5,146 5,973 4,745

Net Current Assets (Liabilities) 1,493 636 255

Non-Current Liabilities

Retirement leave liabilities 445 476 478

445 476 478

Net Assets 20,183 19,177 18,587

Equity

Share capital 8,494 8,494 8,494

Retained earnings 11,689 10,683 10,093

Total Equity 20,183 19,177 18,587

*The accompanying notes form an integral part of these financial statements
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Financial Statements
(unaudited)

Operating revenue 19,890 36,922 18,694

Operating expenses (18,388) (34,027) (16,904)

Operating Surplus before Taxation 1,502 2,895 1,790

Taxation charge for current year (496) (1,106) (591)

Net Surplus After Taxation 1,006 1,789 1,199

Statement of Movements in Equity
For the six months ended 31 December 2004

Opening equity 19,177 17,388 17,388

Net surplus after taxation retained for the period 1,006 1,789 1,199

Closing Equity 20,183 19,177 18,587

Statement of Cash Flows
For the six months ended 31 December 2004

Net Cash Flow from:

Operating activities 962 3,927 1,981

Investing activities (1,463) (2,663) (1,275)

Financing activities - - -

Net Increase/(Decrease) in Cash Held (501) 1,264 706

Opening cash position 2,423 1,159 1,159

Closing Cash Position 1,922 2,423 1,865

Six Months Year Six Months

Ended Ended Ended

31/12/04 30/06/04 31/12/03

$000s $000s $000s

Statement of Financial Performance
For the six months ended 31 December 2004

*The accompanying notes form an integral part of these financial statements
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Performance Indicators

Science Output

1. Papers accepted for publication 

in international, externally refereed 

journals, series or books 42 60 64 64

2. Papers in local, internally or editor-

refereed journals, series or books 3 25 22 20

3. Conference papers and abstracts 85 120 157 93

4. Research monographs or books 1 1 - -

5. Scientific and technical reports 64 100 111 110

6. Submissions for R&D funding 15 35 34 30

Benefit to New Zealand

1. Invitations or elections to serve on national 

or international scientific agencies, boards or 

advisory committees 18 45 63 50

2. Value of public good services provided

in New Zealand ($m) 17 35 33 30

Application and Promotion of Science

1. Involvement in conferences, workshops, 

hui and seminars:

Number of events 240 250 357 277

Number of attendees 376 600 719 544

2. Availability and use of ESR Culture Collection:

number of cultures issued 1,295 2,100 2,049 2,137

3. Number of TBG (Technology for Business 

Growth) contracts - 2 - 1

4. Number of science-promoting media events 44 80 92 85

Six Months Year Year Year 

Ended Ended Ended Ended

31/12/04 30/6/05 30/6/04 30/6/03

Actual Plan Actual Actual

Non-Financial Performance Measures
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Performance Indicators

Good Employer

1. Staff turnover as a % of total 

staff (excluding redundancies and 

fixed-term contracts) 15.0 10-15 9.2 12.5

2. Number of workdays lost through 

workplace accidents 

(as a % of total working days) <0.1 <0.1 <0.1 <0.1

3. Staff composition by FTE (including 

casual staff) in the following groups:

Research (science) teams - - 230 219

Research (science) support - - 52 46

General support and management - - 58 44

Total 340 309

3. New criteria for 3. above:

Business services 61 66

Management/general 31 33

Science 253 259

Total 345 358

Social Responsibility

1. Support for New Zealand science system - 

number of bids to funding agencies refereed 

and papers for scientific journals refereed, 

number of MSc or PhD students supervised, 

number of MSc and PhD theses externally 

examined 59 100 112 112

2. Value of ESR funded scholarship and awards 

programmes ($000s) 91 339 172 161

3. Number of science-related talks to schools, 

community groups and service clubs 18 50 55 39

Six Months Year Year Year

Ended Ended Ended Ended

31/12/04 30/6/05 30/6/04 30/6/03

Actual Plan Actual Actual

Non-Financial Performance Measures (cont)
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Performance Indicators

1. Revenue, $m 19.8 41.9 36.9 33.2 

2. EBIT margin, % 7.2 5.0 7.5 5.1

3. Return on equity, % 5.1 12.4 9.8 6.7

4. Return on assets, % 5.5 7.9 11.1 7.0

5. Acid test 1.6 0.9 1.3 0.9

6. Equity ratio, % 76.6 77.7 73.2 70.7

7. Gearing, % - - - -

8. Interest cover - - - -

9. Revenue/FTE, $000s (incl. casual staff) 114.6 117.0 108.1 107.4

Six Months Year Year Year 

Ended Ended Ended Ended

31/12/04 30/6/05 30/6/04 30/6/03

Actual Plan Actual Actual

Key Financial Performance Measures


