PPCS + RICHMOND

NEW ZEALAND FARMER OWNED

DOING BUSINESS WITH PPCS/RICHMOND
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Because PPCS/Richmond is owned by farmers, it understands
creating wealth for supplier shareholders for the long term.
From | November, the Group is launching a range of initiatives

NEW REBATE SYSTEM

A new, simplified “Rebate System” replaces the
old system of rebates on schedule-supply livestock
only. It can now be applied to livestock supply
across all species and categories, except per head.
Like its predecessor, the Rebate System is the
means to becoming an owner in the Group and
sharing in the company’s profits. Differing rebates
will be paid depending on the supply type (i.e.
schedule, per kilogram and contract per kilogram).
Rebate amounts may vary between the North
and South Islands. See pages 5 to | I.

Schedule Contract per

kilogram

Per Kilogram

Differing rebate payments per transaction
category

BONUS REBATE SHARES

Two bonus rebate share allocations have been
announced. The first is for the 2003/04 season
and sits alongside an increased maximum
shareholding in the company, from 10,000 to
17,500 $1 shares. It has been 10 years since the
shareholding cap was last increased.The board
identified that the bonus rebate share allocation
was an opportunity to acknowledge the support
of current suppliers now the cap has been lifted.

The second bonus rebate will be allocated on
the 2004/05 season, to further recognise existing
shareholders. It will be allocated in December
2005. New shareholders will be allocated a
maximum of 2000 rebate bonus shares.

In both cases, the bonus rebate shares are allocated
on the number of exportable livestock supplied
through the Rebate System.The bonus is in
addition to the seasonal rebates paid. Bonus
rebate shares will be allocated on the basis of:

~ | x $1 share lamb, mutton and bobby calves
~ 3 x $I shares deer

~ 8x $I shares cattle.



you and your business. The PPCS Group’s overriding goal is
Probably a similar goal to your own farm business.

to enhance both your farming business and your co-operative.

NEW SCHEDULE STRUCTURE

A simplified, competitive lamb schedule has
been introduced to broaden the
opportunities to achieve optimum returns
over a wider weight range and grades.

Lamb grades are now grouped into three
main weight ranges with grades paid relative
to theY grade:

Weight Range*

Up to 13.2kg

13.3 — 17.5kg

Y Grade

19.6 — 23.0kg

Over 23.1kg

* Richmond weight ranges will vary slightly
initially. See page 21 for details.

End-of-season rebates will specifically
reflect market attributes of various grades
and weights.

PREFERENTIAL BOOKING

Preferential booking was introduced to
PPCS suppliers in 1995 and has proved a
popular tool. It also works well for the
company, allowing it to plan processing
flows more accurately. Now North Island
suppliers can use the programme and begin
enjoying the rewards of loyal supply. See
page |9 for details.

LOYALTY POINTS SYSTEM

From November 2004, suppliers of stock
through the PPCS/Richmond Rebate System
will earn “Stock Points” on their supply.
Details of the scheme will be forwarded to
you very soon.

The allocation of Stock Points is additional
to rebate payments. See page 21.
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Stan Kane

Grandview Farm, Central Otago
An original PPCS supplier
187 lambs, 9 January 1948
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The year was |948. Wanaka farmer Stan Kane was aware
a fledgling meat marketing co-operative had started and
wanted to add his weight to the move.

“Local farmer John Hunt was a live wire in our farming
community and involved in getting PPCS started. We wanted

to support him and do what we could.”

Stan was — and still is — sold on the co-operative
concept. He supplied PPCS every year until his retirement
in 1981 and believes farmer ownership is the best long-
term option for New Zealand farmers.



Back in 1948, a small group of farmers decided they needed a direct relationship with the
international customers buying their product.

In those days, New Zealand's farming environment was a vastly different political landscape from today.







WHAT ARE THE SUPPLY OPTIONS?

First, you decide which of the three supply options suits you.Then you opt for either 100%
upfront payment or to supply via the Rebate System.

|.SCHEDULE 2. PER KILOGRAM . CONTRACT (Per kg)

~ recognises different classes and ~ by mutual agreement available from time to time to ensure

weights of livestock. ~ specific criteria. continuity of supply

specific criteria.

Options 1,2 and 3 are all available to both shareholders and non-shareholders.

A. UPFRONT OPTION 100% cash plus any relevant added-value premiums

B. REBATE SYSTEM 90% cash plus any relevant added value premiums paid within six days of processing
10% retained for approximately three months
rebate paid at the end of the year
rebate payment used to accumulate shares

rebates will vary between schedule, per kilogram and contract, with the schedule option
providing the optimum rebate return, recognising livestock quality as identified at the
time of processing.

Any per head transactions are not eligible for the Rebate System.




Gerry Curry

Richmond field representative
Bay of Plenty

Gerry (right) says his success is judged by the success of
his farmer clients.

He is a fan of the co-operative structure. “It puts money
back in the pockets of the producers. I'm much happier
seeing company profits going back to the supplier than

some blue-rinse matron in Remuera who would sell out in

hard times.

“For the first time in |7 years, North Island farmers
have access to a co-operative that’s free of huge debt or
baggage. We're starting with a successful, proven company.”



HOW DO | BECOME A SHAREHOLDER?

Anyone can supply PPCS/Richmond.You do not have to initially own shares in PPCS/Richmond
to nominate stock for the Rebate System. However supplying the Rebate System deems you
to be a member of the co-operative company.

You choose your method of supply and
inform your field staff representative
that you wish to supply the Rebate
System option. In this way, you are
eligible for a rebate payment at the end
of the season.

HOW DOES THE REBATE
SYSTEM WORK?

The Rebate System is the modern-day
version of the traditional marketing
pools.The principle is similar but the
Rebate System is simple and
incorporates the schedule, per kilogram
and contract supply options.

If you opt to supply through the Rebate
System, 90% of the value of your
livestock is paid within six days of
processing. The remaining 10% is
retained for three months, paid on the
15th of the fourth month.The actual
rebate amount is calculated at the end
of the season, based on the company’s
financial performance.The rebate is
over and above the value of livestock
at the time of processing. It is announced
in November and paid out in December.
Rebate amounts may vary between the
North and South Islands.

When you first supply stock through
the Rebate System, 100% of your rebate
is converted to share capital — again, in
your name — until you hold 1000 $1
shares.When you reach the 1000-share
mark, PPCS pays you 67% of the rebate
amount as cash; the remaining 33% is
added to your share capital until you
hold 17,500 $1 shares.When you reach
17,500 shares, the total rebate is paid
to you as cash.

Rebates are subject to tax. However,
when share capital is paid out to
suppliers (when they cease farming)
it is non-taxable. Please note that
shares remain at their nominal value
of $1 per share.
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Peter Sim and Maree Whiteley

Garston, Northern Southland
4000su ~ sheep and beef

Peter says the rebate option suits their operation. “It’s
nice getting that bonus about the time the overdraft is
creeping up. Sure, there is the odd year when the bonus
isn’t great but most years we’re better in than out.”
Peter and partner Maree Whiteley were both PPCS

suppliers in their own right before consolidating in 2000.

Maree says the thought of reaching 10,000 shares
looked daunting initially. “Especially when you were supplying
small numbers to be processed — 800 to 900 lambs and
100 ewes. In redlity, the shares did build up quickly. And
then there were bonus shares issued, which helped the
cause.”



BECOMING A SHAREHOLDER — AN EXAMPLE

This example is based on supplying 2000 lambs and 100 steers through the Rebate System.

The principles and Rebate System also apply to operations supplying beef and/or venison.

The rebate figures used are 2003 end-of-season rebate
payments, which were neither particularly high nor low:

YM/PM 16.1 — 1 7kg $3.35/head*
YX/PX 17.1 = 19.2kg $2.75/head*
Other lambs $2.00/head*

100 Prime Steers $8.00/100kg

(weights are based on carcase weight)

LIVESTOCK VALUE TOTAL

1200 YM/PM lambs $4,020
500 YX/PX lambs $1,375
300 Other lambs $600

100 Prime steers (average 300kg cw) $2,400

Total Rebate $8,395

* Includes a quality-assured premium of 30c/head

PLEASE NOTE:
Bonus rebate shares issued are in addition to the
above example.

YEAR | ~ FIRST-TIME SUPPLIER THROUGH REBATE SYSTEM:
For those starting their share accumulation, the first $1000 payable
from rebates is converted to share capital. In this example, 1000 $1
shares would be retained in the farmer’s name as share capital. Thirty-
three percent of the remaining $7395 would also be converted to
share capital (2440 $1 shares). Thirty-three percent of future rebates
will be converted until the supplier has 17,500 $1 shares.

Total rebate: $8,395
Share capital converted from this rebate: $3,440
Cash amount received by farmer: $4,955

YEAR 2 ~ SUPPLIER STILL BUILDING UP TO 17,500 $1 SHARES:
Using this same example, 33% of the season’s $8395 rebate payments
would be converted (2770 $1 shares).

Total rebate: $8,395
Share capital converted from this rebate: $2,770
Cash amount received by farmer: $5,625

Total share capital: $6,210
($3440 from initial season, plus $2770 from this season
— cumulative at 33% of rebate each year, until reaching $17,500)

SUPPLIER AT MAXIMUM SHAREHOLDING:

Using this example, the supplier would become a fully-paid-up
shareholder during their seventh season of supply.A larger operation
supplying all of their stock through the Rebate System would reach
this goal sooner.As a fully-paid-up shareholder, the supplier now
receives all of the rebate payment.

Total rebate: $8,395
Share capital converted from this rebate: nil
Cash amount received by farmer $8,395

Total share capital: $17,500




Leicester and Margaret Gray

Central Hawke’s Bay
13,000su ~ sheep and beef

Leicester says he is still at the information gathering stage
when it comes to assessing PPCS. But he says he is looking
forward to working with the company, providing it can
clarify one or two queries.

The Grays have traditionally supported one meat
company, enjoying the benefits such a relationship brings,

such as access to space, or flexibility when the farming
calendar has deviated from its intended course.

“Loyalty to @ meat company has a lot going for it. The
companies have changed dramatically in the last two or
three years, becoming quite profitable. Shares may be
something worth considering.”



As a current supplying shareholder in the company, you elect directors based on a ward system.




Colin and Hilary Guild

Quartz Hill Station, Rakaia Gorge
16,000su ~ sheep, beef and deer

Colin says the co-operative’s profile has risen during the
past decade and the change has been positive for suppliers.
He knows he can pick up the phone and talk to anyone
in the company, including directors and senior management.
He finds they are also accessible at field days and forums
through the year.

“The Farming for the Food Business Days held at the
plants are excellent. | take my staff along and we get a
lot out of the days.”

Colin says contact with the company for day-to-day
arrangements is made easy through his field representative
and the 0800 livestock number.



KEEPING YOU INFORMED

The Group’s communications recognise that the company is owned by its farmer suppliers.
It is critical they are kept fully up to date with company news and progress.

NEWSLETTERS

A newsletter is sent to all suppliers. In
this way, you can keep abreast of
procurement and marketing issues
across both islands.

FIELD DAYS

Each year, PPCS hosts about 1000
suppliers at a selection of its plants
through the Farming for the Food
Business Field Days.These on-plant
supplier days are a popular event on
the rural calendar, as evidenced by
the numbers attending. Richmond
clients will also have the opportunity
to participate when these days are
extended into the North Island

this season.

SHOWS

Both PPCS and Richmond have
supported several shows in recent years,
with the intention of talking with
suppliers directly. Directors and senior
management attend and make
themselves available to discuss any
concerns suppliers may have.

REGIONAL MEETINGS

Because the company’s ownership is
spread over such a large geographical
area, the annual general meeting is
preceded by about 40 regional meetings
throughout the North and South Islands
during September — November.The
past season is reviewed, the coming
season forecast and issues of the day
are aired.




Laurie and Joy Shearer

Te Puke
2500su ~ beef and dairy grazers

Richmond farm-assured suppliers Laurie and Joy didn’t
originally consider themselves especially “environmentally
friendly”. Surprising, given that they won the 2004 Bay of
Plenty region’s Ballance Farm Environment Supreme Award.
For ease of management, the Shearers have fenced
off streams, native bush and the steepest areas of the
property. They have planted 10,000 pine trees and

numerous other tree varieties as plantations and shelter.

“We’re not what you’d call greenies,” Laurie says.
“Everything we did was just being practical and to assist
us with our management. It just goes to show that there’s
not too much difference between farming environmentally
sustainably and being practical.”



ANNUAL REPORT SPONSORSHIP FIELD REPRESENTATIVES

SHED MEETINGS

MARKET REPORT




Gerard and Rosemary Flannery

Manuherikia and Ida Valleys, Central Otago
6000su ~ sheep

“Because of our short growing season and the limitations
of inadequate soil moisture, we have not worried about
pushing for too high lambing percentage because we are
not well placed to finish the higher numbers. But with
Lambplan available, we are going to now concentrate on
breeding. We’re aiming for 180% plus. The Ida Valley is
healthy stock country and generally good weather at lambing
time.”

Flannerys will continue to lamb on 20 September but
instead of holding lambs through to mid January, they will
sell them through Lambplan, with most leaving on 20
December.

“It’s great having that reliable option there. | know
about one month out how much per kilogram I’'m going
to be paid and | know exactly what date they go on the
truck.”



MAXIMISING LIVESTOCK POTENTIAL

As a farmer-owned co-operative, PPCS is committed to its suppliers.
It understands suppliers because it is owned by, and operated for, suppliers.

For that reason, we offer a wide range of procurement-related tools — to assist farm management, making
farming more profitable for you and meeting the company's marketing objectives.

It is critical to the success of the Group
that farmers can get on with their core
business — farming. If we can help you
farm more profitably, that is good for
both you and your company.

The tools available to PPCS suppliers
include:

PREFERENTIAL BOOKING
SYSTEM

The preferential booking system is
designed to reward loyal suppliers for
their consistent supply of stock by
assigning them processing space during
the peak of the season.The amount and
timing of the space is calculated based
on a farmer’s past three years of supply
across all species.The system is being
introduced into the North Island this
season.

LAMBPLAN

Lambplan involves PPCS purchasing
lambs from breeding operations where
it is uneconomic to finish lambs to the
optimum processed weight due to a lack
of suitable feed. PPCS then contracts
the lamb’s finishing to farmers in
“finishing” regions where the pasture
growth patterns complement growing
lambs.This allows for better management
of livestock supply and, therefore, better
utilisation of processing assets and
continuity of market supply.

The advantage for the breeder is that
they are able to free up their operation
and feed supply to concentrate on their
core breeding flock. If the breeder elects
to sell via the rebate option, they retain
an income stake in the lambs, being
eligible for a specific Lambplan rebate.

The main attraction for the finisher is
the lack of capital required to have access
to a quantity of lambs. He or she is
instead paid on a per-kilogram margin.
It is also a means to accessing quality

lambs suitable for finishing, with the
potential to establish long-term
partnerships with breeders providing
livestock suitable to their operation.
Another advantage is that processing
space is guaranteed, because the
company owns the livestock.

The company’s incentive is two fold. It
gives it the ability to control when lambs
can be processed.And it maximises the
potential of lambs, so the company is
able to fulfil contracts at an optimum
weight.

LAMB-BANK

Lamb-bank involves the company
contracting suppliers to set aside space
for lamb finishing and/or ewe grazing.
For ewes, this is on a per-head, per-week
basis; for lambs, payment is based on
kilograms liveweight gain.
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Ed and Lorraine Lukey

Matariki Valley, Nelson
3600su ~ sheep and beef

Ed says there are several things about PPCS which appeal
to him: “The drafting team is excellent and they look after
their clients well. | don’t supply PPCS 100 percent, but |
do support them ahead of the other companies.”

He says the preferential booking scheme provides him
with peace of mind at a busy time of year.

“You are not locked in — it’s a bit like a cashflow
budget. It’s comforting to know you have space available
when you are heavily stocked and farming intensively.

“We've dll been in a situation where things get tight.
Having to get competitive with your neighbours to get
stock away is not good for your community.”



NEW SCHEDULE STRUCTURE LOYALTY POINTS SYSTEM

CONTRACT FINISHING

FOCUS GROUPS
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David Hannah

PPCS field representative
South Canterbury

“My philosophy is simple. | endeavour to give my clients
the best service | can. Along with competitive pricing, it’s
about being reliable and honest. With the co-op structure,
clients do feel they have a stake in the company and they
like to support it, which is positive for all involved.
“Sometimes selling lambs for processing isn’t the best

option for a client. With programmes like Lambplan, it
enables us to secure the store stock and forward to a
finisher to be grown to optimum weights.”

David says working for PPCS suits him. “I know where
my loyalties lie — with my company, which is owned by
the farmers | service”.



MAKING YOUR JOB EASIER

In addition to specific tools, PPCS/ Richmond suppliers have access to support systems which have been
developed specifically to help them farm more efficiently and with all the information they need.

ON-LINE KILLING SHEETS

Your killing sheet is available online at
www.ppcs.co.nz and www.richmond.co.nz,
within the secure supplier site.The
company is progressively making available
processing-related data on the day of
processing.

ACCREDITED LIVESTOCK
SUPPLIER PROGRAMME

The company introduced its accredited
livestock scheme in 1998. Most of our
sheepmeat is supplied by farmers who
have joined the programme and
consequently enjoy significant premiums
on animals supplied within specified
criteria. The programme is realistic in its
requirements of suppliers — for many it
is simply a case of recording what they
are already doing and ensuring the details
of their operation are in line with PPCS
quality expectations. It ensures
international customers can be confident
of animal health, welfare and safety issues
during the rearing and raising of their
food product.

INTERNET

The websites (www.ppcs.co.nz and
www.richmond.co.nz) provide an
information source available to all web
users.Within their pages are specific
supplier sites, where you have password
access and the ability to download your
killing sheet information.You can analyse
and extract all your transactions with the
company through an on-line search
engine. In the medium term, the best
elements of both systems will be
incorporated to provide suppliers with
the most powerful and useful service
possible.

FIELD REP SERVICE

The calibre of field staff across the Group
is a key asset to the business. These 100
individuals are the face of the Group and
the key contact for suppliers.

Each covers a geographical area and is
typically responsible for 100 — 300 clients,
depending on the size of operations in
their district. They are experienced stock
people and many have become valued
friends to the men and women they deal
with.
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Professor Diana Hill

Global Technologies
Chief Executive

Imagine if income from successful research outcomes

matched that of the core business. Professor Diana Hill

believes it is only a matter of time before this is realised.
“You’re not going to double your income with

meat alone. We need to look at opportunities where

New Zealand can compete despite its geographic isolation.”

She says her team’s role is an extension of the PPCS
food business but at an intellectual level. “Global Technologies
is a ‘discovery’ company. We are not big enough or well
placed geographically to pursue many of our discoveries
through to commercial reality. But we can patent and
control them.”



What do the Frosby flop, herring-bone dairy shed and the microwave oven have in common?

In their time, they were all revolutionary ways of approaching the task at hand. Approaches which were
light years ahead of their predecessors.

ROBOTICS BIO-PRODUCTS

RAPID TRACEABILITY
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