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S U P P L I E R  D I S T R I B U T I O N S

LAMB DISTRIBUTIONS

The above distributions include $0.30 per head accreditation payment.

To be eligible stock must be:
~ From an accredited farm, and ~ A or B presentation standard.
Lambs outside any of the above grade, weight and accreditation criteria, are classified as ‘Other’.

ALL DISTRIBUTIONS

Share allocations apply for shareholders under the maximum (currently 10,000 shares). No share
allocation applies to the accreditation payment. Distributions are based on export grades only.

CURRENT
pool

DISTRIBUTION

PREVIOUS
pool

DISTRIBUTIONs

LAMB – PPCS SELECT $ 7.00 $ 6.45 ( PER HEAD )YM 16.1 / 17 kgs
LAMB – PPCS SELECT $ 5.50 $ 5.50 ( PER HEAD )YM 15/16 kgs
LAMB – PPCS SELECT $ 5.00 $ 5.00 ( PER HEAD )YM 14.5 / 14.9 kgs
LAMB – PPCS SELECT $ 5.20 $ 5.00 ( PER HEAD )PM 15 / 17 kgs

LAMB –  OTHERS $ 3.55 $ 3.25 ( PER HEAD )

PRIME STEER – P1/2 $ 17.00 $10.00 ( PER 100KG )295 / 320 kgs
PRIME STEER – P1/2 $ 15.00 $ 9.00 ( PER 100KG )270 / 295 kgs

PRIME HEIFERS – P1/2 $ 9.00 $ 9.00 ( PER 100KG )270 / 295 kgs
PRIME HEIFERS – OTHERS $ 7.00 $ 7.00 ( PER 100KG )

BULL –  M 1/2 $ 15.00 $15.00 ( PER 100KG )320 / 345kgs
OTHER $ 8.00 $ 8.00 ( PER 100KG )

MUTTON ML 1/2 $ 2.85 $ 2.50 ( PER HEAD )

MUTTON MX 1/2 $ 2.85 $ 2.50 ( PER HEAD )

MUTTON – OTHER $ 1.50 $ 1.50 ( PER HEAD )

VENISON UNDER 2 YEARS $ 17.00 $15.00 ( PER 100KG )45.1 / 65
VENISON UNDER 2 YEARS $10.00 $10.00 ( PER 100KG )65.1 / 75

VENISON – OTHERS $ 8.00 $ 8.00 ( PER 100KG )

BOBBY CALVES – ALL
no pool $30.00

DISTRIBUTION NOTES

TOTAL PAYMENTS ABOVE FULL SCHEDULE $20.372M
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N O T I C E  O F  M E E T I N G

BUSINESS
1. To receive the Directors’ Report

2. To receive the Annual Financial Statements and Auditor’s Report for the year ended 
31 August 2001

3. Declaration of Election of Directors

4. Authority to fix Auditor’s remuneration

5. Consideration of Directors’ Fees

6. Any other business which may properly be brought forward.

PROXIES
Every member who is entitled to attend and vote may appoint a proxy.  A person appointed as a
proxy need not be a member of PPCS. A proxy, on behalf of a member being a body corporate,
must be properly executed under the provisions of the Companies Act 1993. Proxies must be
received at the Registered Office of PPCS not later than 48 hours prior to the date and time of
the meeting.

Dated the 19 October 2001.
By Order of the Board,

R.L. Bryant
Secretary to the Board

NOTICE OF MEETING IS HEREBY GIVEN OF THE 54TH ANNUAL GENERAL MEETING

OF PPCS LTD SHAREHOLDERS

THE MEETING WILL BE HELD IN THE EDINBURGH ROOM, QUALITY HOTEL, 10 SMITH

STREET, DUNEDIN, ON WEDNESDAY 12TH DECEMBER 2001, COMMENCING AT 2.00PM.
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C O R P O R A T E  S T R U C T U R E

BANKERS Westpac Banking Corporation, Berenberg Bank/Landesbank Schleswig – Holstein, Girozentrale,
Citibank, Bank of New Zealand

MAJOR SUBSIDIARIES Canterbury Frozen Meat Company Ltd., B. Brooks (Norwich) Ltd. UK

AUDITOR Ernst & Young

LEGAL ADVISOR D. J. Stock LL.B

REGISTERED OFFICE 218 George Street, Dunedin, New Zealand

* Denotes Directors who retire by rotation and being eligible offer themselves for re-election.
• Denotes Directors who retire by rotation in 2002.

CHIEF EXECUTIVE S. A. Barnett

CHIEF OPERATING OFFICER K.T. Cooper

GROUP FINANCIAL CONTROLLER R. L. Bryant, CA

GROUP MARKETING MANAGERS D. H. Kwok, J. L. Jaffray, G. R. Tyrrell, G. N. Young, P.J. Robinson, M.H.G. Foate

LIVESTOCK MANAGER S.C. Blake

TREASURER M. W. Wennekes

GENERAL MANAGER PROCESSING G. W. Rowe

PROCESSING MANAGER R. G. Pearson

B. BROOKS (NORWICH) LTD. UK S.G. Clapham

C.A.G. Richardson •
Southland

M.R. Naylor
Southland

J.R. Hart
South Canterbury

E.R.H. Garden
Otago

A.C.D. Fox
North Canterbury

D.S. Ferraby
Nelson / Marlborough

T.W. Egan
Southland

R.P. Curd •
Mid Canterbury

R.A. Burnside
Otago

J. T. Pringle *
Chairman, Otago
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PPCS lifted its financial performance to a new level with
a tax-paid profit of $38.3M on a record turnover of
$1.165M.

The strong profit result was largely due to the
New Zealand dollar defying economic predictions and
remaining at low levels for most of the year. By Balance
Date, the gradual slowdown in the United States had
caused the New Zealand dollar to appreciate against the
United States dollar to just under $0.45. The New Zealand
economy at that time remained somewhat insulated from
the world economic slowdown, despite New Zealand’s
internal interest rate reductions being less frequent and
not as large as our American and European counterparts.

The terrorist attacks on the United States in early
September 2001 changed that perception, and the
New Zealand dollar fell significantly as world markets and
economies reacted to the attacks and the possibility of
military retaliation by the United States. Such events do
cause uncertainty and create unstable markets which may
have demand and pricing impacts. PPCS continues to remain
cautiously optimistic however, that these events will not
put at risk the recent rural-based economic revival.

100 PERCENT NEW ZEALAND OWNED
New Zealand’s meat industry has come a long way during
the 15 years since ownership and marketing of sheep meats
was returned to private enterprise. Who would have
envisaged 1986 returns of $8-12 per lamb climbing to $65-
70 per lamb – some to $100 per lamb – as they did during
the past season? The results are even more impressive
when you consider they were achieved in a climate of non-
intervention, floating exchange rates, no subsidies and no
export incentives. The PPCS board believes the prolonged
absence of market intervention, subsidies, currency and
incentive manipulations have allowed the industry to
mature, rationalise, innovate and emerge as a dynamic 21st-
century food marketing sector. New Zealand companies
have stepped forward to take up the challenge of becoming
international marketers, rather than that alternative –

becoming geographically-remote processors for overseas-
controlled organisations. During the sale of Active Equities
Richmond shares, people contacted PPCS expressing
concern when it appeared an overseas bidder might
come in. These contacts suggested that selling the strategic
holding in a significant New Zealand meat company to
an offshore company would not be in the best interests
of either the industry or the nation.

INVESTMENTS

PPCS
The company is in the process of introducing technological
improvements into its fellmongery operations. Unfortunately
some loss of employment is involved. On the other hand
some seventy additional positions will be created when
the company completes the new beef and valve-added
facilities under construction at Pareora. Efficiency gains
from the introduction of new technology and improved
operational methods are both essential tools to offset
inflationary processing cost increases. Company philosophy
continues to recognise that $0.10 per lamb saved in
processing costs is an equal contributor to the bottom
line as an additional $0.10 per lamb extracted from the
market place.

Mair Venison Ltd
When Richina Pacific Ltd approached PPCS regarding its
intention to sell Mair Venison Ltd, it was an opportunity
PPCS could not ignore.

Although we were unsuccessful in our bid for the
company at the time, a later agreement with the purchaser
gave PPCS ownership of the successful venison marketing
company with processing plants in Hokitika, Southland and
Rotorua.

Given its Richmond shareholding, PPCS moved to ensure
it did not breach possible Commerce commission
requirements and onsold 80.1 percent of a new company,
formed to purchase the Rotorua plant.

c h a i r m a n ’ s  r e v i e w

o f f s h o r e  b u y i n g  p o w e r

THE YEAR 2001 WAS SUCCESSFUL FOR BOTH PPCS AND ITS SUPPLIERS, DESPITE EXTREME

CLIMATIC CONDITIONS ADVERSELY AFFECTING MUCH OF THE SOUTH ISLAND.
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inflationary processing cost increases. Company philosophy
continues to recognise that $0.10 per lamb saved in
processing costs is an equal contributor to the bottom
line as an additional $0.10 per lamb extracted from the
market place.

Mair Venison Ltd
When Richina Pacific Ltd approached PPCS regarding its
intention to sell Mair Venison Ltd, it was an opportunity
PPCS could not ignore.

Although we were unsuccessful in our bid for the
company at the time, a later agreement with the purchaser
gave PPCS ownership of the successful venison marketing
company with processing plants in Hokitika, Southland and
Rotorua.

Given its Richmond shareholding, PPCS moved to ensure
it did not breach possible Commerce commission
requirements and onsold 80.1 percent of a new company,
formed to purchase the Rotorua plant.

Richmond Group
Shareholders were kept abreast of the PPCS purchase of
Richmond shares, after Active Equities Ltd Group signalled
its intention to sell the Richmond shares previously acquired
from PPCS. PPCS purchased a 49 percent interest in
Hawkes Bay Meats Ltd, which in turn holds approximately
33 percent of Richmond. PPCS has an option on the balance
of Richmond shares held by Hawkes Bay Meats Ltd which,
together with shares purchased by PPCS in the market,
gives your company a potential interest of about 52 percent
in the Richmond Group.

PPCS’ 1999 reasoning for pursuing a strategic holding
in Richmond is arguably equally valid, and perhaps more
compelling, today. Both companies are already achieving
benefits from the exchange of strategic information and
the bench-marking of operations.

Global Technologies (NZ) Ltd
PPCS believes harnessing scientific knowledge to enhance
agricultural returns is critical for future industry progress
and has a 50 percent interest in Global Technologies. The
two-year-old subsidiary company has built up a key team
and infrastructure, and is confident of significant outputs
in the next 12-24 months. The company remains committed
to avoiding unacceptable and controversial experimentation
associated with some scientific research.

B Brooks (Norwich) Ltd
Britain’s Foot and Mouth Disease resulted in restricted
movement of meat products from the United Kingdom
to the rest of Europe. B Brooks (Norwich) Ltd, as a result
of PPCS acquiring 100 percent ownership, was planning
to increase the percentage of New Zealand product
processed in the United Kingdom for distribution and
marketing throughout Europe. Movement restrictions have
placed the Brooks operation under some pressure and
our focus has strategically moved to maximise opportunities
within the United Kingdom.

PLANT RECONFIGURATIONS
PPCS last year reported on initiatives to increase slaughter
capacity in the southern South Island and reduce capacity
further north, reflecting geographic stock supply trends.
The move contributed to an improved gross margin and
reduced the volume of long-distance haulage. The resulting
corporate (and social) benefits are such that PPCS is
committed to ongoing analysis and reconfiguration of plant
capacities to minimise out-of-area haulage. The two Mair
Venison plants, at Southland's Kennington and Hokitika,

and the recently announced $4.5 million beef expansion
at the Pareora plant near Timaru all complement
that policy.

DIRECTORATE
Directors Reece Hart of South Canterbury and Andrew
Fox of North Canterbury retired last year by rotation.
Both were re-elected unopposed at the annual meeting in
December 2000. Long-time Director Max Naylor of
Southland and Jim Pringle from Otago, are due to retire
by rotation this year, with the latter being available for
re-election. Max Naylor, after 31 continuous years as a
PPCS Director, has decided not to seek re-election.
Max’s experience and pragmatic contributions to the
Directorate will be greatly missed and we thank him for
his significant contributions to the growth and success
of PPCS over the past three decades.

OUTLOOK
New Zealand was fortunate to avoid BSE, Foot and Mouth,
and associated food diseases. Our geographic isolation
has assisted the situation but we cannot afford to be
complacent – as a company, as an industry and as a nation.
The New Zealand economy is demonstrating it can, to
some extent, ride out an international downturn, while
still relying heavily on the world economy to purchase
New Zealand exports. It is uncertain if this situation can
be sustained long-term if global economies maintain their
slowdown. If any prolonged downturn is not coupled with
a significant appreciation of the New Zealand dollar, PPCS
believes the new confidence and product values associated
with New Zealand’s land-based exports can be sustained.

On behalf of the company, I thank you – our shareholders
and suppliers – for your ongoing support.

Thank you also to PPCS management and staff,
who collectively and individually contributed to this
excellent result.

J. T. PRINGLE Chairman

“PPCS LIFTED ITS FINANCIAL PERFORMANCE TO A NEW LEVEL WITH A TAX PAID

PROFIT OF $38.3M ON A RECORD TURNOVER OF $1.165M.”
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PPCS experienced significant success during 2001. It was
a year when the company secured a strategic shareholding
in Richmond Ltd, financial performance lifted to a more
commercially-acceptable level and the company broke
the $1 billion turnover mark for the first time in its
history. These milestones were achieved alongside suppliers
enjoying significantly improved returns for the second
consecutive year.

The cyclic nature of New Zealand’s meat industry
and the low dollar partially contributed to the results,
but PPCS is only too aware that suppliers need consistent
returns if they are to be truly confident in sheep, cattle
and deer farming. The two PPCS investment acquisitions
during 2001, namely Richmond Ltd and Mair Venison Ltd,
will assist Group returns in coming seasons. The company
continues to concentrate on profit-improvement
programmes, new technology investments and product
enhancements. This commercially-focused approach
minimises the external destabilising effects PPCS faces
– an oscillating New Zealand dollar, world commodity
prices and fluctuating international trading patterns.

MARKETING

Sheepmeats
The Foot and Mouth Disease outbreak in the United
Kingdom severely disrupted lamb trading in Europe.
United Kingdom consumers who were regularly subjected
to graphic and extensive television news coverage, were
understandably not inclined to sit down to an evening
meal of meat. The fact that the lamb may have come
from New Zealand – a country free of Foot and Mouth
Disease – was very much a secondary consideration.
The response to the plight of the United Kingdom farmer
prompted United Kingdom supermarkets to heavily
promote British meat products.

C H I E F  E X E C U T I V E ’ S  r e v i e w

AT PPCS WE ARE FOCUSING ON THE FUTURE ESPECIALLY WITH THE RECENT

INVESTMENTS.

F U T U R E  E X P A N S I O N  O N  T H E  H O R I Z O N
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The overall result, as with any health scare is a reduction
in consumption and the United Kingdom proportion
of New Zealand lamb marketed into Europe fell by
approximately 10 percent. These factors and the
restriction on exports from Britain to the rest of
Europe contributed to the Brooks of Norwich
operation under-performing in relation to budget.

Fortunately, the situation is not expected to last.
PPCS models clearly predict New Zealand exports
into Britain lifting as United Kingdom production is
permanently reduced. This will provide New Zealand
with a significant opportunity to position itself
throughout Europe as a premium supplier of chilled
and quality frozen consumer-ready products.

The United Kingdom market remains a traditional
and valuable outlet for New Zealand lamb. However
in volume terms, the rest of the world continues to
account for 80 – 90 percent of sheepmeat sales and
without exception, these markets encompassing more
than 60 countries, are very positive about New Zealand
food products. Principal company brands, PPCS, Silver
Fern and more recently Mair, are soundly supported
by New Zealand’s established reputation for food
safety, quality, open air and grass-fed meat products.

Wool and Pelts
Demand for New Zealand wool throughout the year
exceeded expectations as the last of the Australian
wool stockpile was sold, the United Kingdom Foot
and Mouth outbreak impacted on availability, and
China entered the market buying strongly in the latter
half of the season.

All these factors and the continuing low
New Zealand dollar contributed to improved
nett returns in New Zealand dollars.

As with the previous year, the carryover of unsold
wool will be low and the outlook for a continuation
of strong demand into 2002 is positive.

The pelt market has similarly been strong, with the
improved quality and size of New Zealand pelts during
the past year assisting sales, together with current
fashion trends favouring a return to leather, although
demand will be relative to world economic conditions.

PPCS experienced significant success during 2001. It was
a year when the company secured a strategic shareholding
in Richmond Ltd, financial performance lifted to a more
commercially-acceptable level and the company broke
the $1 billion turnover mark for the first time in its
history. These milestones were achieved alongside suppliers
enjoying significantly improved returns for the second
consecutive year.

The cyclic nature of New Zealand’s meat industry
and the low dollar partially contributed to the results,
but PPCS is only too aware that suppliers need consistent
returns if they are to be truly confident in sheep, cattle
and deer farming. The two PPCS investment acquisitions
during 2001, namely Richmond Ltd and Mair Venison Ltd,
will assist Group returns in coming seasons. The company
continues to concentrate on profit-improvement
programmes, new technology investments and product
enhancements. This commercially-focused approach
minimises the external destabilising effects PPCS faces
– an oscillating New Zealand dollar, world commodity
prices and fluctuating international trading patterns.

MARKETING

Sheepmeats
The Foot and Mouth Disease outbreak in the United
Kingdom severely disrupted lamb trading in Europe.
United Kingdom consumers who were regularly subjected
to graphic and extensive television news coverage, were
understandably not inclined to sit down to an evening
meal of meat. The fact that the lamb may have come
from New Zealand – a country free of Foot and Mouth
Disease – was very much a secondary consideration.
The response to the plight of the United Kingdom farmer
prompted United Kingdom supermarkets to heavily
promote British meat products.

S.A. BARNETT Chief Executive

“THE COMPANY CONTINUES TO CONCENTRATE ON PROFIT-IMPROVEMENT PROGRAMMES,

NEW TECHNOLOGY INVESTMENTS AND PRODUCT ENHANCEMENTS.”
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Beef
The beef market continues to be dominated by the impact
of quota restrictions on the important United States
market. The gradual re-emergence of some Pacific Rim
countries from the effects of the 1998 Asian economic
crisis, continues to provide a marketing opportunity for
New Zealand beef exports. PPCS has targeted the top
end of the various Asian markets, building on its brand
history of quality, reliability and continuity of supply. This
targeted approach, particularly involving chilled beef, has
in turn led to the sales of other PPCS products.

The expectation is that these key trading arrangements
will to some extent overcome cyclic economic factors
which have traditionally made some of the Asian markets
difficult from a consistency viewpoint.

The 2001 returns from beef were enhanced by
increased demand due to the ban on South American
exports, as a result of the outbreak of Foot and Mouth
Disease in that country.

Venison
Venison continues to win over increasing numbers
of European consumers. PPCS has established strong
links in the food service and retail sectors, enabling it
to market both frozen and chilled venison products to
maximum advantage.

The company recently set up a United States office
to enhance customer relations in the area. The office is
expected to increase PPCS market penetration for both
lamb and venison in this large and diverse market.

PPCS’ commitment to venison was visible through
the acquisition of Mair Venison Ltd. The expansion of the
company’s venison interests ensures its operational and
marketing capacities are well positioned to take advantage
of projected venison production increases. Suppliers have
already benefited from the investment through access to
processing facilities, particularly during the dry period.

Hides
Demand for New Zealand beef hides increased significantly
throughout 2001 with the Asian market in particular
emerging as stronger buyers than the more traditional
European market.

Demand for New Zealand venison hides continues to
match the increasing supply and there is an expectation
that this product, particularly in relation to the top end
of the market, will emerge as a specialist product in its
own right.

PROCUREMENT
Availability of lamb for the year under review was similar
to the previous year. The tonnage available would have
been higher had the season not been affected by some
capital and premature stock slaughter, due to drought
conditions in various areas at differing stages of the season.

The importance of farmers committing to supply of
quality stock at times when premiums can be extracted
from world markets is essential in order to maximise
returns. The future for the industry is in the production
of top quality products, which clearly can only be achieved
with the supply of high quality livestock.

Projections of lamb availability for 2002 are lower and
the company is assessing the impact of reduced throughput
on its processing facilities.

Cattle and venison availability both increased with the
latter conforming to a growth trend which is expected
to continue into 2002 and beyond. The company has
recognised this trend by adding a beef facility to the
Pareora plant, and by acquiring the Mair Venison Ltd plants
in Southland and the West Coast.
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expected to increase PPCS market penetration for both
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already benefited from the investment through access to
processing facilities, particularly during the dry period.
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Demand for New Zealand beef hides increased significantly
throughout 2001 with the Asian market in particular
emerging as stronger buyers than the more traditional
European market.

Demand for New Zealand venison hides continues to
match the increasing supply and there is an expectation
that this product, particularly in relation to the top end
of the market, will emerge as a specialist product in its
own right.

PROCUREMENT
Availability of lamb for the year under review was similar
to the previous year. The tonnage available would have
been higher had the season not been affected by some
capital and premature stock slaughter, due to drought
conditions in various areas at differing stages of the season.

The importance of farmers committing to supply of
quality stock at times when premiums can be extracted
from world markets is essential in order to maximise
returns. The future for the industry is in the production
of top quality products, which clearly can only be achieved
with the supply of high quality livestock.

Projections of lamb availability for 2002 are lower and
the company is assessing the impact of reduced throughput
on its processing facilities.

Cattle and venison availability both increased with the
latter conforming to a growth trend which is expected
to continue into 2002 and beyond. The company has
recognised this trend by adding a beef facility to the
Pareora plant, and by acquiring the Mair Venison Ltd plants
in Southland and the West Coast.

FINANCIAL
The consolidated tax paid group surplus of $38.3 million
is a record for the PPCS group. This result includes $2.86
million of Richmond profit for the year – representing
25 percent of Richmond’s 2001 results in respect of the
52 percent of the shareholding owned by or under option
to PPCS.

In addition to the Richmond acquisition, the PPCS
working capital requirements increased significantly during
2001 reflecting the increased levels of payments to
suppliers for livestock. $18.0 million was transferred to
reserves from the tax paid group surplus after above
schedule payments of $20.3 million was paid to pool
suppliers. The group has a satisfactory 45 percent equity
ratio at balance date.

PROCESSING AND OPERATIONAL
Inflation, expressed as an average index percentage, can
disguise specific cost increases affecting industry sectors.
The meat industry was hit hard during the past year by
several factors: substantial increases in MAF charges,
fluctuating electricity price increases, a world-wide uplift
of insurance premiums and increased packaging and
consumable prices resulting from the low New Zealand
dollar and higher oil prices.

Management spent considerable time attempting to
improve the performance of PPCS' Fairton plant. Changes
are essential to ensure a successful future for the plant.

PPCS continues to invest in new technology, particularly
in stock processing. It has two major research and
development projects underway which are expected to
lift bottom-line processing performance during the next
24 months.

The company is building on its biotechnology
investment, pursuing scientific options for increasing
supplier wealth through assisting nature – not replacing
nature.

PERSONNEL
Earlier this year, Keith Cooper was promoted from his
position of Norwich’s Chief Executive in the United
Kingdom, to Dunedin to take up the role of Chief
Operating Officer.

The consequent United Kingdom vacancy was filled
from outside of the company, by the appointment of
Stephen Clapham.

As a result of the Mair Venison Ltd acquisition, Mair’s
Marketing Manager, Michael Foate has joined the PPCS
Group marketing team, taking responsibility for marketing
Mair-branded venison products.

PPCS’ overall performance is thanks to the combined
dedication and commitment of all the company’s
employees.
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HISTORY CANNOT BE CHANGED – THE FUTURE CAN BE INFLUENCED

L O O K I N G  F O R W A R D

w h y  r i c h m o n d ?

PPCS growth during its first quarter century was achieved
under the umbrella of the ‘Open Door Policy’.

When during the 1970’s, the company predicted the
forthcoming era of deregulation, an ambitious plan to
purchase processing plants was formulated.  That foresight
laid the foundations for a further quarter century of
growth.

The cornerstone investment in Richmond Ltd – which
finally cam to fruition this year – will be seen in the
future as an equally strategic acquisition.

How will this impact on PPCS during the next quarter
century? The company believes it will be better placed
to meet the fundamental requirement of any business
– meeting the needs of its customers.

MARKETING
Marketing includes allocating resources to research,
product development, supply chain management and
above all ensuring that the focus remains on a satisfied
customer.

There are hundreds involved in the supply chain (from
farmer to customer) and the challenge is for every one
of them to be focused on the customer’s needs. The
PPCS policy of selling as near as practical to the end-
user ensures not only critical information feedback but
also reduces the risk inherent in the supply chain.

The producer co-operative is an ideal model for
ensuring that the products meet customer requirements.
Information transfer as well as pricing signals are vital
to ensure that farmers respond to market signals.

The increasing sophistication of customers, demands
that the product not only be consistently tender and
tasty, but can also be enjoyed in the knowledge that
every safety and welfare consideration has been met.
This includes farming practices, animal welfare
considerations as well as works and distribution
compliance and hygiene factors. The New Zealand ‘green
and natural’ image provides a valuable backdrop to the
export, but it is the specific quality assurances behind

the PPCS brands which underwrites the ongoing exports.
The increasing size and buying power of the companies

who purchase PPCS exports inevitably leads to an
increased demand for product assurances. PPCS takes
pride in its ability to meet the logistical requirements of
its customers.

TECHNOLOGY
Technological advances are important to ensure that
New Zealand remains a world leader in meat exports.
PPCS is at the cutting edge of new technology which
will not only lower processing costs, but which will
enhance product quality. Improving traceability systems,
identifying genetic status and enhancing chilled meat
standards are all linked into the increasingly complex
assurances sought by purchasers. Whilst it is generally
conceded that it is more cost effective to allow other
parties to pioneer new systems and methods rather
than develop them 'in-house', PPCS believes that given
the rapidly changing global economic outlook of the 21st
Century, such fundamentals to the business of exporting
food, cannot be entrusted to third parties if the co-
operative is to maintain and expand its competitive edge.

THE FUTURE
The building blocks for a successful food exporting
co-operative in the 21st Century are in place.

International markets are changing. Unforeseen events
as well as trends continue to reshape the markets. The
PPCS philosophy is that the company, its employees, its
contractors and most critically its suppliers, must all sign
on to the customer-focus vision. This involves the need
to change in accordance with customer demands.
Furthermore there also needs to be an enthusiasm for
change which in some instances will involve a pre-emption
or second guessing of future customer requirements.
The company believes that its future in the 21st Century
will be exciting and looks forward with confidence to
the challenges ahead.
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D I R E C T O R S ’  R E P O RT

DIRECTORS

In respect of the financial year ended 31 August 2001, the Directors of PPCS in office at the end of the year
are as follows:

James Trevor Pringle (Chairman) Andrew Charles Dillworth Fox
Robert Adam Burnside Eoin Reay Hamilton Garden
Rupert Philip Curd James Reese Hart
Terence William Egan Maxwell Robert Naylor
David Scott Ferraby Colin Allan Gray Richardson

All Directors are ordinarily resident in New Zealand.

PRINCIPAL ACTIVITIES OF THE GROUP

The principal activities of the Group during the year were the processing and marketing of lamb, sheep, beef,
venison and by-products.

Results of the Year Ended 31 August 2001 PARENT $000 GROUP $000

Tax Paid Group Surplus 39.417 38.359

STATE OF AFFAIRS

The Directors are of the opinion that the state of affairs of the PPCS Group is satisfactory.

CO-OPERATIVE STATUS

As required by Section 10 of the Co-operative Companies Act 1996 the following resolution was unanimously
passed by the Board on 26 October 2001.

“It was the opinion of the board that PPCS Limited has throughout the year ended 31 August 2001, since
the date of registration of the company under the Co-operative Companies Act 1996, been a co-operative
company within the meaning of that Act on the following grounds:

a The company carries on as its principal activity a co-operative activity as that term is defined in the
Co-operative Companies Act 1996;

b The Constitution of PPCS Limited states its principal activites as being co-operative activities;

c Not less than 60 per cent of the voting rights of PPCS Limited were held by transacting shareholders as 
that term is defined in the Co-operative Companies Act 1996.”

EVENTS SUBSEQUENT TO BALANCE DATE

The Directors are not aware of any matters or circumstances since the end of the financial year that have not
been otherwise dealt with in this report to the Group financial statements, that have significantly or may
signif  icantly affect the operations of PPCS, the results of those operations, or the state of affairs of the Group.

DIRECTORS’ INTEREST IN CONTRACTS

The following paragraphs contain particulars of notices or statements given to, or authorised by, the Board of
Directors under Sections 140, 145 and 148 of the Companies Act 1993.

Since the date of the last report no Director has declared, pursuant to Section 140 of the Companies Act
1993, that they are to be regarded as having an interest in any contract that may be made with the company
or any subsidiary. Each Director of the Company has given notice that he has the same interest as all other
shareholders of the Company in any contract entered into between the Company and its subsidiaries with
any shareholder of PPCS.

No material contracts involving Directors’ interests were entered into after the end of the financial year or
existed at the end of the financial year.

During the financial year a general declaration of interest was declared by Messrs. R. A. Burnside and J. T.
Pringle in relation to, respectively, Otago Power Limited and Ravensdown Corporation Limited.

INFORMATION DISCLOSURE

During the financial year there were no notices from Directors of PPCS requesting to use company information
which was received by them in their capacity as Directors.

DIRECTORS’ INSURANCE

Directors’ and Officers’ Liability Insurance, together with cover for Health and Personal Accident, is taken
out and paid for by the Company. In the event of a claim, the Directors may benefit under the terms of
these policies.

PARTICULARS OF DIRECTORS’ INTERESTS IN PPCS SHARES

During the year further shares were issued to suppliers, including Directors, these shares of $1.00 all being
issued at nominal value. Directors, as suppliers, participated in these issues as set out below subject to the limit
on shareholding of 10,000 shares.

DIRECTOR NO. OF SHARES HELD DIRECTOR NO. OF SHARES HELD
SHARES ISSUED 31-8-01 SHARES ISSUED 31-8-01

R. A. Burnside – 10,000 R. P. Curd – 10,000
T. W. Egan – 10,000 D. S. Ferraby  – 10,000
A. C. D. Fox – 10,000 E. R. H. Garden – 10,000
J. R. Hart – 10,000 M. R. Naylor   395  8,960
J. T. Pringle – 10,000 C. A. G. Richardson – 10,000

DIRECTORS’ BENEFITS

DIRECTOR $000 DIRECTOR $000 DIRECTOR $000

R. A. Burnside 24 A. C. D. Fox 24 M. R. Naylor 24
R. P. Curd 24 E. R. H. Garden 24 J. T. Pringle 53
T. W. Egan 24 J. R. Hart 24 C. A. G. Richardson 24
D. S. Ferraby 24

SUBSIDIARY DIRECTORS’ BENEFITS

DIRECTOR STG 000 DIRECTOR STG 000 DIRECTOR STG 000

J.T.Pringle 2 J.R.Hart 1 S.A.Barnett 25

No Director of the Company has, since the end of the previous financial year, received or become entitled to
receive a benefit other than superannuation contributions, Directors’ insurance, and Directors’ fees as disclosed
in the Group Financial Statements.

EMPLOYEE REMUNERATION
Total remuneration and all other benefits are:

Parent Company NZD $000 Parent Company NZD $000 Subsidiaries STG £000 NZD $000

3 100–110 2 35–40 120–138
2 110–120 1 40–45 138–155
1 130–140 2 45–50 155–172
3 140-150 1 65–70 224–241
1 310-320 1 80–85 276–293

All the above employees are provided with a motor vehicle.

On behalf of the Board, 26 October 2001
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J. T. PRINGLE
DIRECTOR

J. R. HART
DIRECTOR
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STATEMENT Of FINANCIAL PERFORMANCE
For the year ended 31 August 2001

PARENT COMPANY CONSOLIDATED GROUP

2001 2000 2001 2000
Note $000 $000 $000 $000

Operating Revenue 1,073,074 896,152 1,165,585 991,291

Operating Expenses 1,023,859 877,970 1,118,220 971,017

Operating Surplus Before Taxation 6 49,215 18,182 47,365 20,274
Non–recurring items

Less Plant Restructuring Costs 675 (3,939) 1,722 (4,190)

Plus Net Gain from Asset Sales – 872 – 4,533

Surplus Before Taxation 48,540 15,115 45,643 20,617

Taxation 7 9,123 928 10,144 1,753

Tax Paid Surplus 8 39,417 14,187 35,499 18,864

Minority Interest – – 13
Equity Income – – 2,860 –

Tax Paid Group Surplus 39,417 14,187 38,359 18,851

S TAT E M E N T  O F  M O V E M E N T S  I N  E Q U I T Y
For the year ended 31 August 2001

Equity as at 1 September 2000 153,707 151,610 189,760 177,511

Tax Paid Group Surplus for the year 39,417 14,187 38,359 18,851

Movement in Foreign Currency Reserve – – (865) 5,475

Total Recognised Revenues and Expenses 39,417 14,187 37,494 24,326

Distributions Paid or Payable in Cash 9 (18,618) (10,293) (18,618) (10,293)

Shares Surrendered (1,276) (1,797) (1,276) (1,797)

Minority Interest – – 17,996 13

Equity as at 1 September 2001 173,230 153,707 225,356 189,760

The accompanying notes form part of these Financial StatementsThe accompanying notes form part of these Financial Statements
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S TAT E M E N T  O F  F I N A N C I A L  P O S I T I O N
As at 31 August 2001

PARENT COMPANY CONSOLIDATED GROUP

2001 2000 2001 2000
Note $000 $000 $000 $000

Total Equity 1 173,230 153,707 225,356 189,760

Non Current Assets

FIxed Assets 3 38,414 36,867 161,401 157,566

Investments 4 106,059 84,852 79,648 14,561

Total Non Current Assets 144,473 121,719 241,049 172,127

Current Assets

Trade Receivables 17,892 19,301 44,253 47,736

Cash 299 161 1,957 164

Inventories 163,105 119,121 208,371 154,596

Owing by Subsidiary Companies 69,169 35,503 – –

Taxation Credit 7 942 997 728 1,102

Total Current Assets 251,407 175,083 255,309 203,598

395,880 296,802 496,358 375,725

Non Current Liabilities
Secured Loans 5 53,142 53,142 54,142 56,272

Current Liabilities

Trade Creditors 28,554 30,655 55,449 41,098

Provision for Employee Entitlements 6,897 7,385 6,970 7,395

Provision for Distribution 28,322 17,820 28,322 17,820

Loans Secured by Debenture 97,913 31,171 99,063 34,365

Bank Overdraft Secured by Debenture 7,822 2,922 27,056 29,015

Total Current Liabilities 169,508 89,953 216,860 129,693

Total Liabilities 222,650 143,095 271,002 185,965

Total Net Assets 173,230 153,707 225,356 189,760

For and on behalf of the Board, 26 October 2001

The accompanying notes form part of these Financial StatementsThe accompanying notes form part of these Financial Statements
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S TAT E M E N T  O F  C A S H  F L O W S
For the year ended 31 August 2001

PARENT COMPANY CONSOLIDATED GROUP

2001 2000 2001 2000
Note $000 $000 $000 $000

Cash Flows from Operating Activities

Cash was provided from:

Receipts from customers 1,075,247 890,774 1,121,332 977,567
Dividends 1,524 46 1,527 48

Cash was applied to:

Payment of Operating Expenses 1,036,324 822,738 1,061,816 904,704
Interest 13,211 12,048 14,574 13,565
Income Tax 9,068 2,976 9,770 3,857

Net Cash Flow from Operating Activities 8 18,168 53,058 36,699 55,489

Cash Flows from Investing Activities

Cash was provided from:

Sales of Investments – 8,423 – 16,897

Cash was applied to:

Purchase of Investments (21,207) (9,628) (47,091) (18,031)
Purchase of Fixed Assets (5,764) (588) �(18,525) (21,557)
(Increase) / Decrease Subsidiary Balances* (33,666) (8,612) – –

Net Cash Flow from Investing Activities (60,637) (10,405) (65,616) (22,691)

Cash Flows from Financing Activities

Cash was applied to:

Drawdown of Non Current Liabilities – (1,569) – (963)
Borrowings 66,742 (11,570) 62,568 (8,376)
Shareholder Distributions (29,035) (30,531) (29,035) (30,531)

Net Cash Flow from Financing Activities 37,707 (43,670) 33,533 (39,870)

Net Increase/(Decrease) in Cash Held (4,762) (1,017) 4,616 (7,072)

Opening Cash Brought Forward (2,761) (1,744) (28,851) (24,082)

Foreign Currency Movement – – (865) 2,303

Ending Cash Carried Forward (7,523) (2,761) (25,100) (28,851)

Cash Balances in the Statement of Financial Position

Bank Overdrafts (7,822) (2,922) (27,056) (29,015)

Cash 299 161 1,956 164

Ending Cash Carried Forward (7,523) (2,761) (25,100) (28,851)

* It is not considered meaningful to disclose gross payments.
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N O T E S  T O  T H E  F I N A N C I A L  S TAT E M E N T S
For the year ended 31 August 2001

PARENT COMPANY CONSOLIDATED GROUP
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Opening Cash Brought Forward (2,761) (1,744) (28,851) (24,082)

Foreign Currency Movement – – (865) 2,303

Ending Cash Carried Forward (7,523) (2,761) (25,100) (28,851)
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Bank Overdrafts (7,822) (2,922) (27,056) (29,015)

Cash 299 161 1,956 164

Ending Cash Carried Forward (7,523) (2,761) (25,100) (28,851)

STATEMENT OF ACCOUNTING POLICIES

REPORTING ENTITY

PPCS Limited is a company registered under the
Companies Act 1993 and the Co-operative
Companies Act 1996.

The Group consists of PPCS Limited and its
subsidiaries.

PPCS Limited is an issuer for the purposes of the
Financial Reporting Act 1993. The parent financial
statements and group financial statements of PPCS
Limited have been prepared in accordance with the
Financial Reporting Act 1993.

MEASUREMENT BASE

The accounting principles recognised as appropriate
for the measurement and reporting of financial
performance and financial position on an historical
basis are followed by the Group.

SPECIFIC ACCOUNTING POLICIES

The following specific accounting policies which
materially affect the measurement of financial
performance and the financial position have been
applied:

Basis of Consolidation – Purchase Method
The consolidated group financial statements include
the holding company and its subsidiaries accounted
for using the purchase method. All significant
intercompany transactions are eliminated on
consolidation. In the parent company financial
statements, investments in subsidiaries are stated at
the lower of cost and net realisable value.

Investments
Investments are stated at the lower of cost and net
realisable value.

Fixed Assets
The Group has four classes of assets:
Freehold Land Plant and Equipment
Freehold Buildings Vehicles
All fixed assets are recorded at cost less aggregate
depreciation.

Depreciation
Depreciation is provided for on all fixed assets, other
than freehold land, at rates calculated to allocate
the fixed assets’ cost less estimated residual value,
over their estimated useful lives.
Major depreciation periods are:
Freehold Buildings 5-50 years (straight line)
Plant and Equipment 4-10 years (diminishing value)
Vehicles 3-5 years (diminishing value)

Accounts Receivable
Accounts receivable are stated at their estimated
net realisable value.

Income Tax

The income tax expense charged to the statement
of financial performance includes both the current
year’s provision and the income tax effects of timing
differences calculated using the liability method.

Tax effect accounting is applied on a
comprehensive basis to all timing differences. A debit
balance in the deferred tax account, arising from
timing differences or income tax benefits from income
tax losses, is only recognised if there is virtual certainty
of realisation.

Inventories
Inventories are calculated at the lower of weighted
average cost and net realisable value.

Foreign Currencies
Transactions in foreign currencies are converted at
the New Zealand rate of exchange ruling at the
date of the transaction.

Short-term transactions covered by forward
exchange contracts are measured and reported at
the forward rates specified in those contracts.

At balance date foreign monetary assets and
liabilities, including integrated foreign operations, are
translated at the closing rate, and exchange variations
arising from these transactions are included in the
statement of financial performance.

The assets and liabilities of independent foreign
operations are translated at the closing rate. Revenue
and expense items are translated at the spot rate
at the transaction date or a rate approximating that
rate. Exchange differences are taken to the foreign
currency reserve.

The exchange differences on hedging transactions
are included in the measurement of the sale
transaction.

Financial Instruments
The Group is party to financial instruments in the
form of foreign currency forward contracts to reduce
the exposure to fluctuations in foreign currency
exchange rates. Any gains or losses on these forward
contracts are offset by related losses or gains on the
items being hedged. Gains and losses on contracts
which hedge specific short-term foreign currency
denominated commitments, are recognised as a
component of the related transaction in the period
in which the transaction is completed.

Changes in Accounting Policies
There have been no changes in accounting policies.
All policies have been applied on the bases consistent
with those used in previous years.

* It is not considered meaningful to disclose gross payments.
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PARENT COMPANY CONSOLIDATED GROUP

2001 2000 2001 2000
TOTAL EQUITY $000 $000 $000 $000

Share Capital (A) 43,854 43,377 43,854 43,377

Reserves (B) 50,868 50,868 58,644 59,509

Minority Interest – – 19,228 1,233

Retained Earnings 78,508 59,462 103,630 85,641

173,230 153,707 225,356 189,760

a. Share Capital

43.897m Ordinary Shares of $1 each 43,897 43,443 43,897 43,443

Uncalled Capital (43) (66) (43) (66)

43,854 43,377 43,854 43,377

Rebates and voting rights relate to the annual supply of livestock. All shares participate equally on winding up.

B. Reserves

Capital Reserve 37,077 37,077 38,947 38,947

Foreign Currency Reserve (C) – 5,906 6,771

Revenue Reserve 13,791 13,791 13,791 13,791

50,868 50,868 58,644 59,509

C. Foreign Currency Reserve

Opening Balance – – 6,771 1,296

Net movement on translation
of foreign financial statements – – (865) 5,475

Closing Balance – – 5,906 6,771

N O T E S  T O  T H E  F I N A N C I A L  S TAT E M E N T S
For the year ended 31 August 2001

1
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FINANCIAL INSTRUMENTS

Credit Risk

Financial instruments which potentially subject the Group to credit risk consist of bank balances, accounts
receivable and foreign exchange contracts.

The Group monitors the credit quality of the major international financial institutions that are counter-parties
to its financial instruments and does not anticipate non-performance by the counter-parties.

Maximum exposures to credit risks as at balance date are:

Bank balances Group  $1.957m (2000  $0.164m) Parent  $0.299m (2000  $0.161m)

Accounts receivable Group  $44.253m (2000  $47.736m) Parent  $17.892m (2000  $19.301m)

Other investments Group  $79.648m (2000  $14.561m) Parent  $23.205m (2000  $1.998m)

Foreign exchange
Contracts to buy Group  $68.000m (2000  $41.000m) Parent  $68.000m (2000  $41.000m)

The above exposures are net of any recognised provision for losses on these financial instruments.
No collateral is held on the above amounts.

Concentrations of Credit Risk

The Group is not exposed to any concentrations of credit risk.

Foreign Exchange Contracts

At balance date the Group and Parent had entered into foreign exchange contracts maturing after balance
date to purchase the equivalent of $68.00m.

Interest Rate Risk

The Group has long-term debt through its parent company. The current interest rate on this debt ranges
between 0.85 and 6.50 percent (2000 0.8 – 7.35 percent). The interest rates are subject to review under
normal banking terms.

Fair Values

The following methods and assumptions were used to estimate the fair value of each class of financial instrument:

Cash, Accounts Receivable, Accounts Payable, Short-Term Debt, Owing by Subsidiary Companies, Long-
Term Debt and Other Investments.

The carrying amount is the fair value for each of these classes of financial instrument.

Foreign Currency Forward Exchange Contracts:

The fair value of this class of financial instruments is based on their quoted market prices, as stated above.

CONSOLIDATED GROUP

2001 2000
Unhedged Foreign Currency Items $000 $000

Net Unhedged Assets (Liabilities) (6,619)
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2001 2000
Accum. Book Accum. Book

Cost Deprec. Value Cost Deprec. Value
FIXED ASSETS $000 $000 $000 $000 $000 $000

Parent

Freehold Land 2,124 – 2,124 1,901 – 1,901

Freehold Buildings 34,890 14,144 20,746 32,823 13,383 19,440

Plant and Equipment 74,760 60,565 14,195 72,710 58,618 14,092

Vehicles 4,288 2,939 1,349 4,131 2,697 1,434

116,062 77,648 38,414 111,565 74,698 36,867

Group

Freehold Land 14,941 – 14,941 14,741 – 14,741

Freehold Buildings 122,910 42,395 80,515 128,180 44,657 83,523

Plant and Equipment 218,990 157,119 61,871 205,021 149,004 56,017

Vehicles 11,726 7,652 4,074 11,908 8,623 3,285

368,567 207,166 161,401 359,850 202,284 157,566

The latest Government Valuations place a value of $131.1m (2000 $127.2m) on land and buildings owned by the Group.
The Directors consider this an appropriate fair value.

PARENT COMPANY CONSOLIDATED GROUP

2001 2000 2001 2000
INVESTMENTS $000 $000 $000 $000

Shares in Subsidiaries 82,854 82,854 – –

Other Investments 23,205 1,998 79,648 14,561

106,059 84,852 79,648 14,561

Subsidiaries

Subsidiary companies included in the consolidated financial statements which are 100% owned are:

The Canterbury Frozen Meat Company Ltd, Kiwi Fern Ltd, CFM Management Ltd, International Meats Ltd, Meat Services
Ltd, Air Foods (NZ) Ltd, Windward Skins Ltd. Directors: S. A. Barnett, G. W. Rowe.

PPCS Burnside Ltd, PPCS Islington Ltd. Directors: S. A. Barnett, R. A. Burnside, K. J. Lawson.

Copax Group Ltd. Directors: S. A. Barnett, R. L. Bryant.

PPCS Waitane Ltd, Glendermid Leathers Ltd, New Zealand Lamb Company Ltd, PPCS Silverstream Meats Ltd, Slink
Skins (Canterbury) Ltd. Directors: S. A. Barnett, K. J. Lawson.

Defiance Investments Ltd. Directors: S. A. Barnett, R.A. Burnside.

Three Valleys Farm (Blenheim) Ltd. Directors: S. A. Barnett, K. J. Lawson, G. W. Rowe.

B. Brooks (Norwich) Ltd. Directors: S. A. Barnett, J. R. Hart, J.T. Pringle.

Supergrass Ltd. Directors: J. T. Pringle, S. A. Barnett, K. J. Lawson.

PPCS USA Inc. Director: S. A. Barnett.

PPCS France Ltd. Director: K.T. Cooper

Mair Vension Ltd, Rowallan Investments Ltd. Directors: S.A.Barnett, K.T. Cooper, K.J.Lawson

Farm Enterprises (Otago) Ltd (73.6% owned). Directors: R. A. Burnside, C. A. G. Richardson.

Global Technologies (NZ) Ltd. (50% owned). Directors: S.A. Barnett, D.F. Hill, K.J. Lawson, S.A. Staley.

All companies have a 31 August balance date, and their activities are related to processing and marketing. The Directors of all these Companies
disclose their interest on the basis that they are providing information to the Parent, PPCS Ltd. All of the subsidiaries are operating, except Supergrass
Ltd, Air Foods (NZ) Ltd, International Meats Ltd, Defiance Investments Ltd, Meat Services Ltd, PPCS Silverstream Meats Ltd, PPCS Waitane Ltd,
Three Valleys Farm (Blenheim) Ltd, CFM Management Ltd. Slink Skins (Canterbury) Ltd. and Copax Group Ltd.
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PARENT COMPANY CONSOLIDATED GROUP

2001 2000 2001 2000
NON CURRENT LIABILITIES $000 $000 $000 $000

Non Current Liabilities are secured by 53,142 53,142 54,142 56,272

way of debenture or mortgage and are

repayable or renewable within 2–4 years.

SURPLUS BEFORE TAXATION INCLUDES THE FOLLOWING:

Audit fees

Ernst & Young 100 100 195 214

Bad Debts 86 22 250 177

Currency Fluctuation (1,677) 3,933 (1,677) 3,933

Depreciation 4,217 4,013 14,690 12,555

Directors’ Fees

NZ 250 250 250 250

Offshore – – 89 107

Interest Paid 12,406 11,920 13,769 13,437

Fees paid to Ernst & Young
for other services 195 27 323 39

Loss on Disposal of Fixed Assets 375 – 375 212

Rental and Leasing Costs 13 63 396 122

After Crediting

Dividends Received 1,524 46 1,527 48

TAXATION

Surplus Before Taxation 48,540 15,115 45,643 20,617

Prima Facie Taxation at 33% 16,018 4,988 15,062 6,803

Tax Effect of Distributions and Deductions (6,895) (4,060) (4,918) (5,050)

Net Taxation as per Statement
of Financial Performance 9,123 928 10,144 1,753

Taxation Paid 10,065 1,925 10,872 2,855

Taxation (Receivable) Payable (942) (997) (728) (1,102)

There are no timing differences which give rise to deferred taxation.

Imputation Credit Account Balances as at 1 Sept 2001 17,656 14,656

Imputation Credits Attaching to Dividends Received 209 23

Income Tax Payments During the Year 9,127 2,977

26,992 17,656

Available through Direct Shareholding in the Parent Company 26,992 17,656

Available through Indirect Shareholding in Subsidiaries 3,983 3,349

30,975 21,005
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PARENT COMPANY CONSOLIDATED GROUP

RECONCILIATION OF NET OPERATING CASH FLOWS 2001 2000 2001 2000
TO TAX PAID GROUP SURPLUS $000 $000 $000 $000

Tax Paid Operating Surplus 39,417 14,187 38,359 18,864

Add Depreciation 4,217 4,013 14,690 12,555

Less Net Gain from Asset Sales – (872) – (4,533)

Add Loss on Disposal of Fixed Assets – – – 212

Items Included in Investing and Financing Activities 19,643 12,286 19,639 15,354

Movements in Working Capital:

(Increase)/Decrease in Receivables 1,409 (5,378) 3,483 (13,724)

(Increase)/Decrease in Inventories (43,984) 25,809 (53,775) 26,962

Increase/(Decrease) in Tax 55 (2,048) 377 (2,104)

Increase/(Decrease) in Creditors /Employee Entitlements (2,589) 5,061 13,926 1,903

Cash Flows from Operating Activities 18,168 53,058 36,699 55,489

DISTRIBUTIONS

Total Distributions 20,372 11,737 20,372 11,737

Less Share Allocations 1,754 1,444 1,754 1,444

Distributions Paid in Cash 18,618 10,293 18,618 10,293

CONTINGENCIES

Discounted bills of exchange for the Group and the Parent totalled $12.799m (2000 $17.265m)
Bank Guarantees Nil (2000 Nil).

CAPITAL COMMITMENTS

There are no significant capital commitments outstanding at Balance Date (2000 Nil).

RELATED PARTY TRANSACTIONS

The Parent Company undertakes transactions with subsidiaries which are not material to the Parent.
No related party debts have been written off or forgiven during the year.

SEGMENT INFORMATION

The Group operates in one industry, that of processing and marketing meat and related by-products.

Added value processing is carried out within New Zealand and the United Kingdom.

Sales to external international customers sourced from New Zealand total $929m (2000 $786m) and by European
Subsidiaries total $213m (2000 $205m). Transactions between New Zealand and European Subsidiaries total $144m
(2000 $114m).

These sales are at market price, payable on normal commercial terms and conditions. The comparative results for
New Zealand are $39m (2000 $18.9m) and European Subsidiaries $3m (2000 $0.4m).

Total assets employed in each segment are as follows: New Zealand $396m (2000 $326m) and European Subsidiaries
$70m (2000 $91m).

Intersegment assets eliminated in the Group Accounts totalled $13m (2000 $41m).
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INVESTMENT IN RICHMOND LIMITED $000

Cost of Investment 73,469

Net Assets of Richmond Ltd at book value as at 31 August 2001:

Non Current Assets

Fixed Assets 124,200

Investments 11,800

Deferred Taxation 1,300

Total Non Current Assets 137,300

Current Assets

Accounts Receivable 107,700

Inventories 131,400

Total Current Assets 239,100

Current Liabilities

Short Term Borrowings 1,900

Accounts Payable 56,000

Subordinated Debt 11,200

Total Current Liabilities 69,100

Term Liabilities 128,000

Capital Notes 50,000

178,00

Net Assets at book value 129,300

less: Minority Interest (61,418)

67,882

In the opinion of the PPCS directors the underlying asset values are in excess of the current book values.
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To the Shareholders of PPCS Limited:

We have audited the financial statements on pages 14 to 23. The financial statements provide information
about the past financial performance of the company and group and their financial position as at 31 August
2001. This information is stated in accordance with the accounting policies set out on page 17.

Directors’ Responsibilities

The directors are responsible for the preparation of financial statements which comply with generally
accepted accounting practice and give a true and fair view of the financial position of the company and
group as at 31 August 2001 and of their financial performance and cash flows for the year ended on
that date.

Auditor’s Responsibilities

It is our responsibility to express an independent opinion on the financial statements presented by the
directors and report our opinion to you.

Basis of Opinion

An audit includes examining, on a test basis, evidence relevant to the amounts and disclosures in the financial
statements. It also includes assessing:

the significant estimates and judgements made by the directors in the preparation of the financial
statements; and

whether the accounting policies are appropriate to the company’s and group’s circumstances,
consistently applied and adequately disclosed.

We conducted our audit in accordance with generally accepted auditing standards in New Zealand. We
planned and performed our audit so as to obtain all the information and explanations which we considered
necessary in order to provide us with sufficient evidence to give reasonable assurance that the financial
statements are free from material misstatements, whether caused  by fraud or error. In forming our opinion,
we also evaluated the overall adequacy of the presentation of information in the financial statements.

Ernst & Young provides taxation advice to the company and group.

Unqualified Opinion

We have obtained all the information and explanations we have required.

In our opinion:

• proper accounting records have been kept by the company as far as appears from our examination of
those records; and

• the financial statements on pages 14 to 23:

– comply with generally accepted accounting practice; and
– give a true and fair view of the financial position of the company and group as at 31 August 2001 

and their financial performance and cash flows for the year ended on that date.

Our audit was completed on 19 October 2001 and our unqualified opinion is expressed as at that date.

Dunedin

A U D I T O R ’ S  R E P O RT
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P R O S P E C T U S

The following information is given to suppliers being issued shares by PPCS

1. PPCS Limited (“PPCS”) is a duly incorporated company having its registered office at 218 George
Street, Dunedin.

2. The Shares being issued are shares of $1 each. All shares in the Company have a nominal value of $1.00,
are issued at $1.00, and surrendered at $1.00.

3. The maximum number of shares which PPCS will have available for issue will be 10,000,000 shares, each
having a nominal value of $1.00 each.

4. The price payable on application for each share in the Company will be $1.00.

5. PPCS was re-registered under the Companies Act 1993 on the 3rd day of February 1997 and also
registered as a co-operative company under the Co-operative Companies Act 1996 on the 3rd day of
February 1997. The registered number of the Company is DN149713 and the place in New Zealand
where a public file relating to the incorporation and registration of PPCS is kept is the Companies Office,
Tower Building, 296 Moray Place, Dunedin.

6. The shares are being issued to suppliers trading with PPCS and are paid for from cash rebates otherwise
payable to the supplier shareholder.

7. The Constitution of PPCS empowers the Board of PPCS to issue shares from time to time to any
supplier of livestock to PPCS and the Constitution may be inspected at the registered office of PPCS
at 218 George Street, Dunedin, during normal business hours.

8. A copy of the most recent audited Group financial statements of PPCS, being financial statements
that comply with the Financial Reporting Act 1993, is attached to this Prospectus and will be sent to
any applicant for shares or a shareholder who applies for a Prospectus.

9. Listing for the shares being issued will not be sought.

10. This Prospectus is issued relying on the Securities Act (Co-operative Companies) Exemption
Notice 1997.

Dated this 26th day of October 2001.

J. T. PRINGLE

Signed for and on behalf of:

R.A. Burnside, R.P. Curd, T.W. Egan, D.S. Ferraby, A.C.D. Fox, J.R. Hart, E.R.H. Garden, M.R. Naylor,

and C.A.G. Richardson, by their duly authorised agent, J.T. Pringle.




