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About Blake Dawson

Leading Australian law firm
History spanning 160 years in legal services

Client base of Australian and international companies and
government including 75% of the ASX Top 100 companies
and over 80% of Australian companies in the Forbes Global

2000
Aus(t)rglian Law Firm of the Year Asia's Best Cross Border Deal 2009
2009 (Minmetals' $1.2 billion acquisition of OZ
International Financial Review Asia Mmerals)
Awards FinanceAsia Achievement Awards
Blake Dawson is "a top firm
across the board." 53% of partners recognised as

"Leaders in their Field"

Chambers Global, 2009 Chambers Global, 2009
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® Tokyo
2010

® Shanghai

Korean practice
currently serviced
via Tokyo and

Sydney
Singapore @ vj‘
Jakarta @
As_sociated - . POrt
office MorESby
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Perth ®  jelaide® a8

Melbourne @ Canberra
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People and
offices

Partners 175

Lawyers 620

Total number of

employees 1,500
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Agribusiness Credentials

Crop Businesses

Agricultural Managers
Limited - cotton

Bright Food Group - Sugar

Eastern Australia
Agriculture - cotton

Ecofin Limited - cotton

Farm Inputs
(Chemicals, Seed)

Monsanto Australia

Sinochem Corporation
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Dairy, Beverage and Distribution
Processed Foods

Beijing Sanyuan Food AWB Limited

Group Ruralco Holdings Limited
Bonlac Foods

Goodman Fielder

Itochu

Kirin

Mainland Holdings

San Miguel

Investment
Class

Sovereign Wealth
Fund

Gulf Based
Sovereign Wealth
Fund

Timber

Daio Australia
Ausforest Limited

FEA Plantations Limited
Great Southern Limited
Mitsui

Radiata

Timbercorp

Wapres Pty Ltd

Wesfarmers
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% of World Population

Australia 0%

Japan 2% Rest of the World
0
Russia 2% 33%
Nigeria 3%

Bangladesh 3%
Pakistan 3%

Brazil 3%

Indonesia 4%

United States 5%

China 22%

India 20%

Data source: PRB 2009 World Population Data
Sheet
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Big Country: Big Differences

2003 GDP per Capita in RMB
(7RMB =1 USD)

B 65.000 and over
B 40,000 - 60,000
8 30,000 - 40,000
B 13.000-30000
B 10,000 - 18,000
B 10000
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China Outward Bound Investment

In 2009, China became 6th largest outbound FDI country
(12th in 2008)

China's non-financial FDI outflow - US$48 billion in
2009 (48 times that in 2002)

80% outbound FDI went to Asia, Africa, Canada and
Australia
Jan-July 2010 China's outbound FDI US$26.75 billion

Jan - June 2010 USA investment increased 3.6 times to
$605 million and EU 107% to $406 million

Outflow from China into overseas non-financial sectors
may equal inflow ($106 billion - 2010) by 2015

Source: Ministry of Commerce
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Australia-China trade (From Chinese
Perspective)

50

45 +

40 ~

35

30

25

T

2002 2003 2004 2005 2006 2007 2008 2009
m Exports 8 9 10.5 16 20.5 21.57 26.6 24.8
O Imports 13 14.5 17.5 22 25.5 30.9 44.8 47.22

AS$ billions
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China's historical context

Republic Civil war WWII Communist Cultural
formed and victory Revolution
civil law Japanese Civil war
system Occupation
1910 to 1930s 1930s 1949 1960s
1930 1940s 1970s
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"Open Most key  China joins
Door" laws WTO
enacted
but
No legal
system
1979 1980s
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Uncertain Times for China

 Inflation 4-8%

* Record food prices

Record oll prices and controls

Spiraling wage costs and labour shortages
Uprisings, flooding and earthquakes
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China's challenges
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Political Securing
survival resources

Climate
Change

and
Environment
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Investing In

agribusiness




Agribusiness defined .
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By the year 2030 demand for
agricultural products will be 60%
higher than 2002 levels.

C3



Macroeconomic trends underpinning
iInvestment

Soaring Population
commodity growth
prices
Macroeconomic
drivers
Burgeoning ‘ h Biofuels
middle class '
"Recession
proof"
asset
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Drivers for investment

In Australian agribusiness Availability Modern
farming

practices

‘ l Proximity
to Asia

h Safe and

stable
environment

Complimentary

Seasons
Decreasing

number ‘
of farmers

4

Capital ' ‘
needs
Geographic
hedge
R&D

world leaders
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Understanding the FIRB process

What is the law?

Foreign Acquisitions and Takeovers Act — Key thresho lds

Asset threshold requiring approval

(non-US investors)

The value of the Australian target company is A$231
million or more

All foreign governments and their related entities
making a direct investment or starting a new business
in Australia (no value threshold )

Offshore takeover where the target company has
Australian assets or businesses of A$231 million

The value of the Australian target company is A$1004
million or more

Sensitive sector acquisition (A$231 million)

All direct investment by US government — unclear
(A$110m may be redundant - general $231m threshold
and/or policy)

Offshore takeover where the target company has
Australian assets or businesses of A$231 million

Subject to the above thresholds, FIRB approval is

required or may be desirable if the acquisition

« Single foreign person threshold of 15% or more

« Aggregate foreign person threshold of 40% or more

e Acquisition of an interest in Australian urban land
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What is law and what is formal FIRB
policy?

Distinguish between law and policy

Non-SOE foreigners require approval for acquisition of 15% interest in an Australian business if
threshold exceeded (law)

SOEs and related entities require approval for direct investments and establishment of new
business

(policy )

Consequences
Applications made under "policy" therefore time limits for application don't apply
Large grey area
Lack of consistency of application of policy

Statutory uncertainty

Distinguish between national interest test (worth p reserving) versus undesirability of a
parallel administrative process
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What is the formal FIRB policy?

Foreign Investment Policy — June 2010

A foreign government and its related entities must notify FIRB and obtain prior approval before

Make a direct investment in Australia regardless of the value of the investment
Commencing a new business in Australia or acquiring an interest in Australian urban land

New clarifications
An investment that has the objective of establishing a lasting interest in, and a strategic long-

term relationship with, the target enterprise. May allow a significant degree of influence in
management

Intended distinction between portfolio investments (financial returns) and direct investments
(control)

IMF/US — apply 10% rule

FIRB applies a broader rule. Investments below 10% may be direct investments if:
Preferential, special or veto voting rights given

What constitutes a An ability to appoint directors

"direct investment" Contractual agreements including, but not restricted to, for loans, provision of services and

offtake agreements

Stake building preparatory to a takeover bid considered to be a direct investment

"Enforcing" a security interest over a business, assets or shares is a direct
investment.

Query exercise of power of sale

Previous policy of allowing greenfields projects up to 50% and investment in major
producers up to 15% has been discarded
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What is the formal FIRB policy?

Foreign Investment Policy — June 2010

Includes

What constitutes a A body politic of a foreign country

"foreign Companies or other entities in which foreign governments, their agencies or
government or a related
related entity" entities have more than a 15% interest

Companies or entities that are otherwise controlled by foreign governments,
their agencies
or related entities

Tracing provisions expected to apply

Application of national interest test for SOEs

Previous 6 principles of February 2008 replaced

What is relevant to Now 5 national interest considerations
FIRB when National security
considering Competition

applications from

Australian government policies (eg tax, environmental)
Impact on economy and the community
Character of the investor

SOEs
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What is the formal FIRB policy?

Foreign Investment Policy — June 2010

Specific considerations applicable
Commerciality and arm's length nature of investment
Extent of actual or potential foreign government control (including through

What is relevant to lending
FIRB wr_len arrangements)
apr?l?clst:gﬁgr;?om B !\Iature of any part-privatisation
SOEs Mitigating factors
(cont) Presence of private partners/shareholders
Governance arrangements
Maintenance of ASX listing
Level of non-associated ownership interests
Ongoing arrangements to protect against non-commercial dealings
Time limits Not applicable to direct investment by foreign governments and their related

entities
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What is the political context?

"More than $9 billion of prize
agricultural assets have been
sold to offshore interests in

the past two years -
Herald Sun, February 2011

"Present rules around
foreign investment are a
joke™"

Nick Xenophon, November 2010

"It's now imperative that
Australia protects its land
and water as part of foreign

investment"
Christine Milne, Greens Deputy Leader,
August 2010
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"Foreign investment IS
vital for Australian
farmers and regional
communities and

supports jobs, economic
growth and prosperity."

Bill Shorten, Assistant Treasurer, November 2010




Current levels of foreign investment

e 99% of broadacre farm land is family operated
* 0.1% of broadacre farm land is foreign owned

- Minister Ludwig, 23 Nov 2010

Main source of capital debt (2002 - $30 billion, 2008 - $65
billion)

- ABARE survey 2008

Top 25% of farms ROI of 10%

- The Age, 2009

Foreign capital and investment

from Adam
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Investment In agribusiness

Recent examples

AUD3.5 billion

AUDL1.6 billion

AUD288 million

AUD250 million

Rockdale AUD150 million
Beef AUD30 million
AUD28 million

Felda Iffco AUD70 million
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Investment In agribusiness

Recent examples

Murray Darling Water Licences

AUD?20 million
AUD35 million

AUD50 million

AUD1.2 billion

AUD288 million
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AUDG600 million
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Potential targets

Cubbie Station

Queensland sugar mills — Mackay sugar,
Maryborough sugar factory, Mossman Mill

Tasmanian and Victorian dairy farms
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A call for transparency

* "The committee recommends an audit be undertaken to
establish the extent of foreign ownership of commer cial
agriculture and pastoral land...with particular empha SIS on
ownership by sovereign and part owned sovereign own ed

entities." — August 2010, Senate Select Committee on Agriculture and
Related Industries

Response:

e 2011 ABS Census to consider ownership of 171,000
agribusinesses

* Rural Industries and Research Development Corporation to
consider the nature of foreign investment and the role and
history of foreign investment
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A call for accurate analysis

'Australia is now a net importer of food and grocery
products'

- Aust. Food and Grocery Council

'98% of our fresh produce is grown and supplied by our
own farmers'

- Minister Ludwig, 23 Nov 2010

* 'We are currently exporting around 60% of our agricultural
production'

- Minister Ludwig, 23 Nov 2010

Agriculture is on average 2.5% Australia's GDP (15.5%
1960)

- Reserve Bank, 2010
* 'Which crops/sectors are growing and which are dying?'
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FDI regulatory trends

WTO Entry Mergers and CERPA Significant
Acquisitions relaxation of
« Relaxation of relaxed WFOEs
business areas * rights to
foreign owned import/export
* rights to
wholesale and
retail

* lower registered
capital

» change scope of
business

2001 2003 June 2003 2004
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Food for Thought

Opportunities (Drivers) for Managed Partnerships

Australia China

Capital Proximity

Export markets Security of Supply
Developing markets Management
Expertise

Diversity beyond 2 (Woolworths/Coles) Technology

(production/processed
foods/quarantine)

Don't give away the farm but share it.
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