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LAMB – YM/PM 15 / 17 kgs $ 0.65 PER HEAD

LAMB – YX/PX 17.1 / 19.2 kgs $ 0.60 PER HEAD

LAMB – YM 14.5 / 14.9 kgs $ 0.60 PER HEAD

LAMB – OTHER $ 0.50 PER HEAD

MUTTON – ML 1/2 MX 1/2 $ 0.35 PER HEAD

MUTTON – OTHER $ 0.25 PER HEAD

BOBBY CALVES $ 11.00 PER 100kg

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

ACCREDITATION: Lamb payouts shown are inclusive of $0.30 per head accreditation payment. To be eligible
for above payouts stock must be from an accredited farm and be of A or B presentation. All other lambs receive
$0.20 per head.

PRIME STEERS – P1/P2 295.1/320 kgs $ 6.50 PER 100kg

PRIME STEERS – P1/P2 270/295 kgs $ 5.00 PER 100kg

PRIME HEIFERS – P1/P2 270/295 kgs $ 4.00 PER 100kg

PRIME BEEF – OTHER $ 3.00 PER 100kg

BULL – M1/M2 320/345kg $ 4.00 PER 100kg

MANUFACTURING BEEF – OTHER $ 2.00 PER 100kg

VENISON UNDER 2YRS 55.1/65 kg $ 3.00 PER 100kg

VENISON UNDER 2YRS 45.1/55 kg $ 3.00 PER 100kg

NOTE: Share allocations apply to all distributions, excluding accreditation payments, for shareholders who do not
hold 10,000 shares.

All of the people pictured in this annual report have an involvement with PPCS.
We wish to acknowledge their involvement and thank them for their support.
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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 2002

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 25th October 2002.
By Order of the Board,

R.L. Bryant
Secretary to the Board

NOTICE OF MEETING IS HEREBY GIVEN OF THE 55TH ANNUAL GENERAL MEETING

OF PPCS LTD SHAREHOLDERS.

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

STREET, DUNEDIN, ON FRIDAY 13TH DECEMBER 2002, COMMENCING AT 2.00PM.



R.P. Curd •
Mid Canterbury

R.A. Burnside
Otago

J. T. Pringle
Chairman, Otago
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D I R E C T O R A T E

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

AUDITOR Ernst & Young

LEGAL ADVISOR D. J. Stock LL.B

REGISTERED OFFICE 218 George Street, Dunedin, New Zealand

• Denotes Directors who retire by rotation in 2002.
# Denotes Directors who retire by rotation in 2003.

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 Chief Executive: S.G. Clapham

C.A.G. Richardson•
Southland

D.F. Pringle
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

C O R P O R A T E  S T R U C T U R E
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Taking into account trading conditions, PPCS has performed
satisfactorily in 2002 with a net after-tax surplus of
$8.4 million.

A number of factors contributed to the 2002 result,
which fell well short of acceptable levels and was significantly
lower than budgeted returns. The most significant issue
was excess processing capacity and the resultant increase
in fixed and compliance costs.

Excess capacity became a significant factor in the South
Island in 2002 with sheep meat slaughter numbers falling
to a 23 year low. This had a direct impact on processing
costs and ultimately company returns.

Throughout 2002, board and management implemented
a number of initiatives to address excess capacity, improve
corporate profitability and enhance supplier returns.
In total, more than $7 million has been expended on
consolidations, closures and rationalisations.

Notwithstanding the profitability downturn, the financial
position of the Group has strengthened with a $32.4 million
positive cashflow from operating activities and an improved
equity ratio of 47%.

Processing Operations
Meat processing is particularly sensitive to volume
movements because of high fixed costs and small margins.
The South Island reduction in stock availability, as a result
of changing land use, resulted in the company having to
reassess its slaughtering facilities for lamb and increase
capacity for further processing and beef.

That reassessment resulted in the closure of the
Marlborough plant, the consolidation of a value-adding unit
at Kaikorai Valley into the Silverstream plant and a
rationalisation of functions between the corporate offices
in Dunedin and Christchurch. PPCS also reinvested in the
Pareora site with the commissioning of a new beef
processing facility and expansion of the further processing
operations at the Fairton site. The alignment of facilities
to livestock supply will reduce both fixed and compliance
costs and make a positive contribution to future profitability.

The Marlborough plant is currently being marketed
internationally and the Kaikorai Valley site has recently
been sold.

Revaluations
The Directors have adopted independent land and building
valuations for operating plants, which are calculated in
relation to future maintainable economic performance
indices and in accordance with accepted accounting
standards. This methodology recognises the impact on
plant values of falling stock numbers. The plants marginally
increased in value by $1.5 million over depreciated book
values. The overall book value of assets remains below the
most recent government valuations by approximately
$30 million.

Pool suppliers
Pool suppliers will have received advice of a Bonus
Redeemable Preference Share issue which will carry a fully
imputed dividend. It is the Directors’ view that this reward
to loyal pool suppliers is appropriate in a difficult year.
The issue will be dated 1 December 2002 and total in
excess of $6 million.

The values per head, including imputation credits, total:
Lamb $2.99 per head
Mutton $2.24 per head
Venison $5.97 per head
Quality Beef $22.39 per head
Manufacturing Beef $22.39 per head
Bobby Calves $1.49 per head

Pool suppliers will have received in excess of $10 million
during 2002. Rebates are scheduled on the inside of the
front cover.

Richmond Investment
It is very disappointing that, instead of both Richmond and
PPCS banking the rewards of synergistic cost savings from
the 2002 year, both companies are counting the financial

c h a i r m a n ’ s  r e v i e w

F O C U S I N G  O N  S U P P L I E R S
“WE DO NOT TAKE THAT SUPPORT FOR GRANTED AND WILL WORK TO MAINTAIN AND

JUSTIFY YOUR CONTINUED SUPPLY OF LIVESTOCK.”



costs associated with extensive and public court actions.
PPCS is committed to resolving the issues in the interests
of PPCS and Richmond shareholders.

The Board has reviewed the cost of the Richmond
investment in PPCS accounts and is of the opinion that
it remains appropriate given the strategic value of
the shareholding.

Research and Development
It is pleasing to report that the partnership of business
and science represented by Global Technologies (NZ)
Limited has been recognised and rewarded with a
Foundation For Research Science and Technology (FRST)
grant of $1.2 million over four years.  The company is
jointly owned by PPCS and Professor Diana Hill and is
committed to biotechnology breakthroughs which assist
New Zealand primary industries.  The company remains
committed to avoiding genetically engineered and
genetically modified outputs.

PPCS reported last year on a new technology being
developed in conjunction with external contractors to
increase productivity at lamb and sheep plants. Progress
is exciting and detail of these developments is included
on pages 8 and 9 of this report.

Directorate
Directors Max Naylor and Jim Pringle retired last year
by rotation. Elections were held in respect of both
vacancies and Mr Des Pringle was elected for Southland
and I was re-elected for Otago.  Max Naylor did not seek
re-election and a function was hosted by the Directors
in Christchurch earlier this year to acknowledge the 31
years of outstanding contribution made by Max to the
PPCS directorate.

Messrs Rupert Curd of Mid Canterbury and Colin
Richardson of Southland are due to retire by rotation
this year. Colin has indicated that he will not be seeking
re-election.

It is 14 years since Colin first became a PPCS director
and we wish to record our appreciation for the
contribution he has made, not only to PPCS, but to
farming in general over that considerable period.

Governance
The Company is committed to excellence. Difficult
years can actually be beneficial when reviews lead to
improved performance. PPCS motives have often been
misunderstood in the past because of its preference for
a low profile. Throughout 2002 the Company has made
itself more available to the media. Communications both
internally and externally have been improved. The Company
recognises that sound corporate governance is paramount.
A finance committee of the Board has been established
with an independent chairman. We believe that this
initiative and other internal changes will improve
governance and assist the Company’s pursuit of excellence.

Outlook
Fundamental market indicators are positive for 2003 with
two significant qualifications. The incremental increases
in the New Zealand dollar throughout 2002, if continuing
into 2003, will erode export receipts. In a world where
terrorism and counteractions against terrorism continue
to threaten economic activities, global trading conditions
can deteriorate at short notice.

Your company is however confident that 2003 will
see a return to the more traditional levels of PPCS
profitability. Fundamental to the ongoing success of PPCS
is the support and loyalty of shareholder suppliers. We
do not take that support for granted and will work to
maintain and justify your continued supply of livestock.
Thank you.

I also wish to record my appreciation of the support
of fellow directors, PPCS management, staff and employees.

J. T. Pringle, Chairman

J. T. PRINGLE Chairman

“THROUGHOUT 2002, BOARD AND MANAGEMENT IMPLEMENTED A NUMBER OF

INITIATIVES TO ADDRESS EXCESS CAPACITY...”
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2002 transpired to be a more difficult year than anticipated,
with PPCS posting a creditable but disappointing surplus
of $8.4 million after tax.

Marketing performed to budgetary expectations, but
the reduction in available livestock, particularly lamb,
adversely impacted on processing costs. The company
activated a review of its processing facilities to address
the excess capacity issue and consolidate the Group’s
processing operations in line with regional supply. These
initiatives will have a positive impact in the coming year.

The reconfiguration of assets resulted in the closure
of Marlborough, relocation of Kaikorai Valley to
Silverstream, consolidation of Harewood operations into
Canterbury following the expiry of the lease and the
restructuring of Brooks of Norwich. This resulted in a
financial outlay of more than $7 million in 2002, the
benefits of which will flow into the 2003 financial year.
Shares in Otago Power Ltd were sold during the year
which returned the company approximately $6.7m.

The benefits of the reconfiguration of our operating
assets, the centralisation of head office functions and
a positive market outlook in the ensuing year, all
contribute to the predicted return to the more
traditional profitability levels.

MARKETING

Lamb
European markets performed creditably this year with
New Zealand lamb quickly becoming the preferred meat
choice in many countries. Germany has imported record
levels of New Zealand lamb this season and, with the
continuing decline in the French sheep flock, a valuable
niche is appearing in the high quality food sector.

The United Kingdom market experienced another
difficult year with the slow removal of restrictions placed
by European countries on the movement of English lamb.

As a result, a considerable over supply of domestic
lamb on the market was experienced with the call by
pressure groups for major supermarkets to support the

British product. New Zealand lamb competed well under
this scenario with the general shortage of product
underpinning demand.

The events of 11 September 2001 had a profound
effect on the USA market, particularly in the food service
industry. The imported lamb market has been slow to
pick up since then with a general protein glut during
early/mid 2002. On a more positive note the American
ability to rapidly consume food surpluses has meant an
improvement in the New Zealand lamb trade can be
expected in the coming Christmas and New Year period.
The PPCS USA office in Philadelphia is continuing to
establish a reputation as a supplier of premium quality
food products.

The Middle East has had the lowest level of
New Zealand meat imports for 24 years, mainly attributed
to the lower level of New Zealand lamb production
during the 2001/02 season. Markets remain firm however
and the rising number of western style retail centres and
supermarkets has seen an increase in the chilled meat
trade. The quality and consistency of New Zealand lamb
has all but eliminated the previous preference for
lightweight units which will continue to assist overall
consumption. The continuing dependence on food imports
by the Middle East will consolidate this market for
New Zealand producers.

Wool and Pelts
Demand was strong for both wool and pelts during 2002.
The combination of low inventories and a supply downturn
of lamb continued to underpin returns from both
these products.

China continues to feature as a significant wool
purchaser and, with dry conditions impacting on Australia’s
ability to supply, the outlook for 2003 appears
equally positive.

Predictions of a global slowdown are unlikely to
impact on better quality lamb pelts as the fashion industry
continues to favour leather.

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

M A I N T A I N I N G  T H E  S T R E N G T H  O F
t h e  C O - O P E R A T I V E

“SHAREHOLDER EQUITY HAS INCREASED FROM 45% TO 47%.”



Hides
PPCS hides tend to end up mainly as footwear and
upholstery products. Present indicators are that with
competition from both Asia and Europe the demand will
be positive for 2003. The number of tanners who are
specialising in deerskins internationally continues to
increase providing additional diversity and demand for
these specialist skins.

Beef
In contrast to the 2002 year, which has largely provided
consistent returns for beef, there are a number of factors
which could potentially affect beef pricing during 2003.
Severe droughts in Australia and the USA, a lacklustre
demand in the USA and the re-entry of Uruguay following
the clearance of foot and mouth from that country are
all likely to have a cautionary effect on beef demand for
the coming year. On the other hand the PPCS investment
in expanding markets for higher value chilled beef and
traditional strong links with key global customers will
continue to underpin returns.

Venison
Unlike lamb which has largely retained its high post-BSE
pricing status, venison began to price itself off menus
when European customers turned to cheaper beef
towards the end of 2001. PPCS is positive about venison
with both the Silver Fern and Mair Venison brands
performing well in a difficult market. Priced correctly
and with supporting promotional activities, particularly
in the retail sector, the company is cautiously confident
that demand will grow to support the increasing quantity
of venison becoming available.

PROCESSING AND OPERATIONAL
A number of new initiatives were implemented throughout
the year to assist in retaining and raising the skill levels
of employees. This is a continuing programme that
recognises the importance of an efficient, motivated and
skilled workforce.

The decision to close the Marlborough plant
was taken reluctantly  after exploring alternatives
including a proposal to convert the plant to a seasonal
satellite operation.

The directors authorised capital expenditure at
Pareora where a new beef processing unit was
commissioned recognising the current and forecast
increase in cattle numbers in the South Island. The further
processing area is multi functional allowing for increased
processing of added value sheep meat products.

It is pleasing to report that an agreement has been
reached with the Fairton workforce which will provide
productivity improvements at that plant and has given
the company confidence to reinvest in the plant to
increase further processing capacity for chilled lamb cuts.

The company reported in 2001 the adverse impact
on Brooks of Britain’s foot and mouth disease and
changing supply structure of the UK meat industry.
We acknowledge the considerable efforts of Brooks’
Chief Executive, Stephen Clapham, in addressing Brooks’
performance at a time when reduced lamb supply from
New Zealand has further exacerbated excess capacity
issues at the plant.

Ongoing reviews of performance and ensuring we have
the most efficient and productive operating model are
fundamental to future profitability. We are committed to
a continual improvement process, ensuring we are
maximising the return on assets and also ensuring we
maintain a structure to handle suppliers’ processing and
marketing requirements.

FINANCIAL
The financial position of the company is sound.
Shareholder equity has increased from 45% to 47%.
The operational position for the past year was $32million
cash positive, resulting from stock and debtor reductions.

Whilst the issues surrounding our investment in
Richmond have absorbed considerable time and cost,
the benefits remain.

PERSONNEL
I take the opportunity to thank all suppliers and employees
for their support and loyalty over the past year. With
the wide range of initiatives currently being undertaken
we move forward with considerable confidence.

S. A. Barnett, Chief Executive

“THE REDUCTION IN AVAILABILITY OF LIVESTOCK, PARTICULARLY LAMB, ADVERSELY

IMPACTED ON PROCESSING COSTS.”
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S. A. BARNETT Chief Executive



GLOBAL TECHNOLOGIES

PPCS’s investment in traceability is beginning to deliver
some very real results. Among the most recent is a
process for rapid traceability, which confirms the origins
of New Zealand meat and verifies its free range and
non-genetically engineered status.

If successful, it will provide definitive proof of food
quality and enhance New Zealand’s clean, green and
healthy image as a food provider, giving PPCS a significant
advantage over international competitors.

The importance of the work was recognised during
the year with a $1.2 million grant from the highly
contested Foundation for Research Science and
Technology fund.The significance of both the PPCS and
government investments reflects the importance of food
safety and the ability to guarantee it, which now ranks
ahead of price and quality in world markets. This is
especially so since BSE and foot and mouth disease
reduced red meat consumption worldwide. Confidence
in meat products is constantly being eroded by animal
health activists.Global Technologies staff, led by respected
biotechnologist Professor Diana Hill, spent two-and-a-
half years researching the commercialisation of a
traceability procedure for meat.

Product samples are gathered and analysed at speed,
in line with processing throughputs. The actual testing
occurs within a “black box”, which houses the mechanical
testing system.  A prototype of the system will be in
operation within six months and commercial use is
expected thereafter.

It will ultimately enable PPCS to track and analyse
livestock and give suppliers immediate feedback on quality
attributes and health status. They can therefore change

on-farm stock health practices and/or genetic programmes
to meet the market more closely.

Professor Hill says New Zealanders have to work in
areas where they are already proficient and the meat
industry is an area where New Zealand is a world leader.
“Often the difficulty for academia is getting the research
to market and making it commercially viable. PPCS is a
commercial company that is leading edge in its own
right.”

“But when you overlay scientists with the knowledge
base of PPCS, then bring in other disciplines such as
engineering and give the group a set of commercial goals,
you create a unique blend of skills that challenges the
frontiers,” she says.

“This is a project that can put the New Zealand meat
industry back into a world leadership role and play to
our strengths as a country with the infrastructure from
the investment we have already made in the industry.
Not only will New Zealand agriculture generally benefit
from the breakthrough, but PPCS suppliers will share
directly in any financial gains made by Global Technologies,
through their joint venture stake.”

PPCS has always taken pride in its technological
advancements.

While other businesses may believe it is more cost
effective to let others pioneer new technologies, PPCS
prefers to forge the way forward itself.  The global
economic outlook of the 21st century means it is not
appropriate to hand over the fundamental business of
technology to third parties. That’s why PPCS works in
partnership with experts to progress technology, thereby
capturing expertise while retaining the intellectual property.

The latest advances are some of the most exciting to
come out of PPCS yet:
• the Quantum Leap Project involving the development 

of robotics to improve the efficiency and quality of 
meat processing

• the Market Attributed Assessment Criteria (MAAC) with
significant on-farm application

• Global Technologies.
.

QUANTUM LEAP PROJECT

PPCS calls the development of a robotic arm the Quantum
Leap Project with good reason.

Rather than an “improvement” on what is currently
being done, the robotic arm system will revolutionise
both the speed and the quality of processing in PPCS
plants.

The company worked with Dunedin company Scott
Technology using German robotic technology, in the form
of a robotic arm. The result is a piece of machinery which
duplicates the human arm and hand to bone out lamb
cuts.  A fully-operational unit is made up of four robotic
arms which can equal the throughput of a normal boning
team.

The first unit will be installed at PPCS’s Silverstream
plant before the year’s end. Units will be introduced to
the Pareora, Fairton and Finegand plants during the coming
season.

Ultimately, the robotic units will form a modular base
for a futuristic fully-automated cutting room capable of
handling all cuts.

In addition to production efficiencies, the robotic arm
should have other financial spinoffs for PPCS. After two
years of exclusive use, the company plans to market the
technology internationally, creating an additional income
stream.

MAAC

Market Attributed Assessment Criteria will help both
farmers and PPCS meet market demands more accurately.

The company’s intention is to enhance the quality of
market information fed back to farmers, so that supplier
shareholders can react accordingly and add value to their
farming operation.

MAAC identifies criteria for market-related attributes
– such as tenderness, fat and muscle distribution, weight,
yield and pH – assessing the ultimate measures which
result in the best tasting and eating qualities. These criteria
are being related back to specific stock that have the
quality traits sought after in the marketplace.

MAAC is the result of almost three years’ work with
Lincoln University scientists. The current phase of research
includes developing technology which assesses stock from
a wider farm environment.

Initial trial work began two years ago, using Lincoln
University flock animals. Up to 50 South Island farmers
will be part of expanded trials this coming season. MAAC
is expected to be operating on a commercial scale and
available to all interested farmers in the near future.
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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 2002, 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 Desmond Francis Pringle
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 2002 PARENT $000 GROUP $000

Net Surplus attributable to Shareholders of the Parent Company 9,249 8,353

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 25 October 2002.

“In the opinion of the Board, PPCS Limited has throughout the year ended 31 August 2002, been a
co-operative company under the Co-operative Companies Act 1996 for the following reasons:

a More than 60% of the shareholders of the company entitled to vote are transacting business with the 
company and are transacting shareholders as set out in section 4 of the said Act;

b The company carries on a co-operative activity as set out in section 3 of the said Act.”

EVENTS SUBSEQUENT TO BALANCE DATE

Shareholders will be aware of the litigation in respect of the investment in Richmond Limited. An interim
judgement was released on 30 August 2002 and a hearing to determine the final decision is scheduled to
commence on 4 November 2002. The directors are unable to assess the outcome of this hearing, and have
no present indication that the judgement will have a material adverse effect on the future financial position of
the company.

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 he is 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 in respect
of Otago Power Limited and J.T. Pringle in respect of Ravensdown Corporation Limited. Mr D.S. Ferraby also
declared an interest in the purchaser of the assets of Otago Power Limited.
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AUDIT AND FINANCE COMMITTEE
The committee comprises Messers I.F. Farrant, Independent Chairman, Directors R.A. Burnside, D.S. Ferraby,
E.R.H. Garden and J.R. Hart. and Executives S.A. Barnett and K.T. Cooper.

Terms of reference for the committee include the review of budgets and performance, investment strategies
and audit review.

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 31-8-02 SHARES ISSUED 31-8-02

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 D. F. Pringle – 10,000
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 D. F. Pringle 18
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 M. R. Naylor 6

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 Subsidiaries STG £000 USD$000 NZD $000
6 100–110 5 30–35 99–115
1 110–120 3 35–40 115-132
2 120–130 2 40-45 132-148
1 130-140 2 45-50 148-165
2 150-160 1 80–85 263-280
1 190-200 1 90-100 191-213
1 320-330

All the above employees are provided with a motor vehicle.

On behalf of the Board, 25 October 2002

J. T. PRINGLE
DIRECTOR

J. R. HART
DIRECTOR
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STATEMENT Of FINANCIAL PERFORMANCE
For the year ended 31 August 2002

PARENT COMPANY CONSOLIDATED GROUP

2002 2001 2002 2001
Note $000 $000 $000 $000

Operating Revenue 1,023,480 1,073,074 1,093,596 1,165,585

Operating Expenses (1,019,730) (1,023,859) (1,090,270) (1,117,327)

Operating Surplus Before Taxation 7 3,750 49,215 3,326 48,258
Non–recurring items

Less Plant Restructuring Costs – (675)� (1,311) (1,722)

Surplus Before Taxation 3,750 48,540 2,015 46,536

Taxation (Benefit) Expense 8 (5,499) 9,123 (5,173) 10,002

Tax Paid Surplus 9,249 39,417 7,188 36,534

Minority Interest – – 1,165 246

Net Surplus attributable to Shareholders 9,249 39,417 8,353 36,780
of the Parent Company

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 2002

Equity at Beginning of the Year 173,230 153,707 223,531 189,760

Net Surplus for the year 9,249 39,417 8,353 36,780

Movement in Foreign Currency Reserve – – 2,144 (865)
Movement in Asset Revaluation Reserve 1,463 – 1,463 –

Total Recognised Revenues and Expenses 10,712 39,417 11,960 35,915

Distributions Paid or Payable in Cash 10 (3,880) (18,618) (3,880) (18,618)

Shares Surrendered (1,600) (1,276) (1,600) (1,276)

Amalgamation of Group Companies 16

Transfer of retained earnings 17,900 – – –

Minority Interest – – (1,165) 17,750

Equity at End of the Year 196,362 173,230 228,846 223,531

The accompanying notes form part of these Financial Statements

12



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 2002

PARENT COMPANY CONSOLIDATED GROUP

2002 2001 2002 2001
Note $000 $000 $000 $000

Total Equity 1 196,362 173,230 228,846 223,531

Non Current Assets

Fixed Assets 3 147,288 38,414 183,763 161,401

Investments 4 68,636 108,259 77,757 78,988

Total Non Current Assets 215,924 146,673 261,520 240,389

Current Assets

Trade Receivables 19,135 15,692 38,416 41,946

Cash 1,095 299 1,720 1,957

Inventories 147,013 163,105 180,521 209,371

Owing by Subsidiary Companies 42,989 69,169 – –

Taxation 8 7,045 942 6,719 870

Total Current Assets 217,277 249,207 227,376 254,144

Total Assets 433,201 395,880 488,896 494,533

Non Current Liabilities
Secured Loans 5 50,000 53,142 51,000 54,142

Current Liabilities

Trade Creditors 34,301 13,822 51,470 40,717
Provision for Restructuring 6 5,000 14,732 5,000 14,732

Employee Entitlements 5,214 6,897 5,344 6,970

Distribution to Suppliers 13,586 28,322 13,586 28,322

Loans Secured by Debenture 122,365 97,913 123,705 99,063

Bank Overdraft Secured by Debenture 6,373 7,822 9,945 27,056

Total Current Liabilities 186,839 169,508 209,050 216,860

Total Liabilities 236,839 222,650 260,050 271,002

Net Assets 196,362 173,230 228,846 223,531

For and on behalf of the Board, which authorised the issue of the Financial Report on 25 October 2002

The 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 2002

PARENT COMPANY CONSOLIDATED GROUP

2002 2001 2002 2001
Note $000 $000 $000 $000

Cash Flows from Operating Activities

Cash was provided from:

Receipts from Customers 1,018,256 1,075,247 1,089,427 1,121,332
Dividends Received 1,101 1,524 1,819 441

1,019,357 1,076,771 1,091,246 1,121,773

Cash was disbursed to:

Payment to Suppliers and Employees (981,474) (1,036,324) (1,046,507) (1,075,482)
Taxation Paid (581) (9,068) (581) (9,770)
Interest (11,171) (13,211) (11,767) (14,750)

(993,226) (1,058,603) (1,058,855) (1,100,002)

Net Cash Flow from Operating Activities 9 26,131 18,168 32,391 21,771

Cash Flows from Investing Activities

Cash was provided from:

Sale of Fixed Assets 1,090 – 1,090 –

Sale of Investments 6,228 – 6,228 –

7,318 – 7,318 –
Cash was applied to:

Purchase of Investments – (21,207) – (32,163)
Movement in Subsidiary Balances (9,106) (33,666) – –
Purchase of Fixed Assets (23,194) (5,764) (24,120) (19,389)

(32,300) (60,637) (24,120) (51,552)

Net Cash Flow from Investing Activities (24,982) (60,637) (16,802) (51,552)

Cash Flows from Financing Activities

Cash was provided from:

Loans 21,310 66,742 21,499 62,568

21,310 66,742 21,499 62,568

Cash was applied to:

Distributions Paid and Shares Surrendered (20,214) (29,035) (20,214) (29,035)

(20,214) (29,035) (20,214) (29,035)

Net Cash Flow from Financing Activities 1,096 37,707 1,285 33,533

Net Increase/(Decrease) in Cash Held 2,245 (4,762) 16,874 3,752

Cash at the Beginning of the Year (7,523) (2,761) (25,099) (28,851)

Cash at the End of the Year (5,278) (7,523) (8,225) (25,099)

Represented by:
Cash 1,095 299 1,720 1,957
Bank Overdraft (6,373) (7,822) (9,945) (27,056)

Cash at the End of the Year (5,278) (7,523) (8,225) (25,099)
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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 2002

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, except for certain assets shown at valuation,
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 parent 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 cost.

Investments
Investments are stated at cost.

Fixed Assets
The Group has four classes of assets:
Freehold Land Plant and Equipment
Freehold Buildings Vehicles
Land and buildings relating to operations are recorded
at net current value. All other fixed assets are
recorded at cost.

Depreciation
Depreciation is provided for on all fixed assets, other
than freehold land, at rates calculated to allocate
the fixed assets’ costs less estimated residual value,
over their estimated useful lives.
Major depreciation bases are:
Freehold Buildings 5 – 50 years (straight line)
Plant and Equipment 10 – 25% (diminishing value)
Vehicles 20 – 33% (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.

Comparatives
Certain prior year balances have been restated to
comply with the current year’s presentation. 15



PARENT COMPANY CONSOLIDATED GROUP

2002 2001 2002 2001
TOTAL EQUITY $000 $000 $000 $000

Share Capital (A) 42,443 43,854 42,443 43,854

Reserves (B) 1,463 – 9,513 5,906

Retained Earnings 152,456 129,376 159,073 154,789

Minority Interest – – 17,817 18,982

196,362 173,230 228,846 223,531

a. Share Capital

42.485m Ordinary Shares of $1 each 42,485 43,897 42,485 43,897

Uncalled Capital (42) (43) (42) (43)

42,443 43,854 42,443 43,854

Ordinary Shares are as defined by the PPCS Limited constitution. Rebates and voting rights relate to the annual supply of livestock
to marketing pools.

All shares participate equally on winding up.

B. Reserves

Foreign Currency Reserve (C) – – 8,050 5,906

Asset Revaluation Reserve 1,463 – 1,463 –

1,463 – 9,513 5,906

C. Foreign Currency Reserve

Opening Balance – – 5,906 6,771

Net movement on translation
of foreign financial statements – – 2,144 (865)

Closing Balance – – 8,050 5,906

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 2002

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  $1.720m (2001  $1.957m) Parent  $1.095m (2001  $0.299m)

Accounts receivable Group  $38.416m (2001  $41.946m) Parent  $19.135m (2001  $15.692m)

Other investments Group  $77.757m (2001  $78.988m) Parent  $26.437m (2001  $25.405m)

Foreign exchange
Contracts to buy Group  $47.751m (2001  $68.000m) Parent  $47.751m (2001  $68.000m)

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 $47.751m (2001 $68.000m).

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 6.60 percent (2001 0.85 – 6.50 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, Distribution to Suppliers, 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.

Unhedged Foreign Currency Items

At Balance Date the PPCS Group had unhedged Foreign Currency Monetary Assets/ (Liabilities) totalling,
Euros (0.637m), US$0.642m and Stg (1.580m) (2001 French Francs 6.435m, US$0.389m and Stg (0.142m)).
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2002 2001
Cost/ Accum. Book Accum. Book

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

Parent

Freehold Land (at valuation) 19,630 – 19,630 – – –

Freehold Land (at cost) 60 – 60 2,124 – 2,124

Freehold Buildings (at valuation) 56,392 2,499 53,893 – – –

Freehold Buildings (at cost) 8,792 354 8.438 34,890 14,144 20,746

Plant and Equipment 183,994 121,937 62,057 74,760 60,565 14,195

Vehicles 9,608 6,398 3,210 4,288 2,939 1,349

278,476 131,188 147,288 116,062 77,648 38,414

Group

Freehold Land (at valuation) 24,189 – 24,189 – – –

Freehold Land (at cost) 3,260 – 3,260 14,941 – 14,941

Freehold Buildings (at valuation) 71,279 2,583 68,696 – – –

Freehold Buildings (at cost) 12,439 1,688 10,751 122,910 42,395 80,515

Plant and Equipment 225,738 152,860 72,878 218,990 157,119 61,871

Vehicles 11,038 7,049 3,989 11,726 7,652 4,074

347,943 164,180 183,763 368,567 207,166 161,401

Valuation All Group operating freehold land and buildings have been revalued in accordance with FRS3, as determined by
independent registered valuers, T. Croot. FNZIV, FNZPI of Faris Marlow and C. Arundel BSc (Hons), MRICS of FPD Savills on
1st September 2001. This resulted in a net increase in book value of $1.463m (Parent), $1.463m (Group).

PARENT COMPANY CONSOLIDATED GROUP

2002 2001 2002 2001
INVESTMENTS $000 $000 $000 $000

Shares in Subsidiaries 42,199 82,854 – –

Shares in Listed Companies 20,283 19,949 71,603 73,469

Other Investments 6,154 5,456 6,154 5,519

68,636 108,259 77,757 78,988

Subsidiaries

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

Kiwi Fern Ltd, CFM Management Ltd, Air Foods (NZ) Ltd, Directors: S. A. Barnett, G. W. Rowe.

New Zealand Lamb Company Ltd, Slink Skins (Canterbury) Ltd. Directors: S. A. Barnett, K. J. Lawson.

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 (UK) Ltd. Directors: S.A. Barnett, K.T. Cooper

PPCS France Ltd. Director: K.T. Cooper

Farm Enterprises (Otago) Ltd (73.6% owned). Directors: R. A. Burnside, C. A. G. Richardson, I.J. Bathgate, C.D. Scurr.

Hawkes Bay Meat Holdings Limited (49% owned). Directors: P.D. Collins, K.T. Cooper, B.A. Hancox, P.L. Reddy

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, except Hawkes Bay Meat Holdings Limited which is 30 June. Their activities are primarily
related to processing and marketing. Minority Interests as identified have been adjusted for in the Statement of Financial Performance and the
Statement of Financial Position. 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, CFM Management Ltd. and Slink Skins
(Canterbury) Ltd.

Listed Companies
The market value of all shares in listed companies at Balance Date is: Parent $13.975m (2001 $17.864m), Group $ 42.568m (2001 $55.988m)
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PARENT COMPANY CONSOLIDATED GROUP

2002 2001 2002 2001
NON CURRENT LIABILITIES $000 $000 $000 $000

Non Current Liabilities are secured by 50,000 53,142 51,000 54,142
way of debenture or mortgage and are
repayable or renewable within 2 – 4 years.

PROVISION FOR RESTRUCTURING

Opening balance 14,732 14,732 14,732 14,732

Excess provision transferred (3,122) – (3,122) –
Amount utilised during period (6,610) – (6,610) –

Closing balance 5,000 14,732 5,000 14,732

The closing balance will be used for further restructuring. The amount used during the year includes closure costs at
Marlborough. The Provision for Restructuring is now separately disclosed as required by FRS15, which became effective
during the current year.

SURPLUS BEFORE TAXATION INCLUDES THE FOLLOWING:

After Charging:

Audit fees

Ernst & Young 100 100 176 195

Bad Debts 260 86 279 250

Depreciation
Buildings 2,779 717 3,067 2,949

Plant and Equipment 8,939 3,008 10,882 10,614

Vehicles 852 492 1,090 1,127

Directors’ Fees

NZ 250 250 250 250

Offshore – – 94 110

Interest Paid 11,171 13,050 11,767 14,590

Fees paid to Ernst & Young
for other services 185 195 247 323

Loss on Disposal of Fixed Assets 68 375 68 375

Rental and Leasing Costs 37 13 175 396

After Crediting:

Currency Fluctuation (1,115) (1,677) (1,115) (1,677)

Dividends Received (1,101) (1,524) (1,819) (441)

Reversal of Non Essential Provisions (3,122) – (3,122) –

Gain on Sale of Investments (6,673) – (6,673) –
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PARENT COMPANY CONSOLIDATED GROUP

2002 2001 2002 2001
TAXATION $000 $000 $000 $000

Surplus Before Taxation 3,750 48,540 2,015 46,536

Prima Facie Taxation at 33% 1,238 16,018 665 15,357

Add (subtract) Taxation effect of permanent differences (6,737) (6,895) (5,838) (5,355)

Income Tax (Benefit) Expense (5,499) 9,123 (5,173) 10,002

Income Tax (Benefit) Expense is represented by:

Current Tax (4,806) 9,123 (4,480) 10,002

Deferred Tax (693) – (693) –

Income Tax (Receivable) Payable (5,499) 9,123 (5,173) 10,002

Income Tax Paid (1,546) (10,065) (1,546) (10,872)

Total Tax Benefit (7,045) (942) (6,719) (870)

Deferrred Tax (Asset) Liability 

Balance at Beginning of Year – – – –

Transfer to (from) Statement of Financial Performance (5,499) – (5,173) –

Balance at End of Year (5,499) – (5,173) –

Imputation Credit Account Balances as at 1 Sept 2001 26,992 17,656

Imputation Credits Attaching to Dividends Received 548 209

Imputation Credits transferred on Amalgamation 795 –

Income Tax Payments During the Year 251 9,127

Tax payments transferred to use of money interest (229) –

28,357 26,992

Available through Direct Shareholding in the Parent Company 28,357 26,992

Available through Indirect Shareholding in Subsidiaries 3,493 3,983

31,850 30,975

RECONCILIATION OF NET OPERATING CASH FLOWS  TO TAX PAID GROUP SURPLUS

Tax Paid Surplus 9,249 39,417 7,188 36,534

Non-Cash Adjustments:

Transfer from Restructuring Provision (3,122) – (3,122) –

Closure Expenses Charged to Provision (5,351) – (5,351) –

Tax Credit (5,499) – (5,173) –

Net Gain (Loss) on Sale of Investments / Fixed Assets (5,764) 375 (3,624) 375

Depreciation 12,570 4,217 15,039 14,690

2,083 44,009 4,957 51,599

Working Capital Adjustments:

(Increase) / Decrease Trade Receivables 4,228 1,409 3,771 3,590

Increase / (Decrease) Tax Credit (581) 55 (581) 231

(Increase) / Decrease Inventory 16,371 (43,984) 29,944 (54,775)

Increase / (Decrease) Accounts Payable 4,030 16,679 (5,700) 21,126

24,048 (25,841) 27,434 (29,828)

Net Cash Inflow from Operating Activities 26,131 18,168 32,391 21,771
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PARENT COMPANY CONSOLIDATED GROUP
2002 2001 2002 2001

DISTRIBUTIONS $000 $000 $000 $000

Total Distributions 4,069 20,372 4,069 20,372

Less Share Allocations (189) (1,754) (189) (1,754)

Distributions Paid in Cash 3,880 18,618 3,880 18,618

CONTINGENCIES

Discounted bills of exchange for the Group and the Parent totalled $ 5.407m (2001 $12.799m) Bank Guarantees Nil (2001
Nil).

The company is involved in litigation in respect of the investment in Richmond Limited. An interim judgement was released
on 30 August 2002 and a hearing to determine the final decision is scheduled to commence on 4 November 2002. The
directors are unable to assess the outcome of this hearing, and have no present indication that the judgement will have a
material adverse effect on the future financial position of the company.

CAPITAL COMMITMENTS

There are capital commitments for the Group and the Parent outstanding at Balance Date of $10.7m (2001 $4.5m).

RELATED PARTY TRANSACTIONS

The Parent Company undertakes arms length sales transactions with its subsidiaries in the normal course of business.
No related party debts have been written off or forgiven during the year. The Directors are suppliers to the Parent Company.
All transactions are conducted on the same terms and conditions as all other suppliers.

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 $ 894m (2001 $952m) and by European
Subsidiaries total $200m (2001 $213m).

Transactions between New Zealand and European Subsidiaries total $111m (2001 $144m). These sales are at market price,
payable on normal commercial terms and conditions.

The results for New Zealand are $9.2m (2001 $39m) and European Subsidiaries ($0.9m) (2001 $3m).

Total assets employed in each segment are as follows: New Zealand $ 437m (2001 $396m) and European Subsidiaries
$54m (2001 $99m).

Intersegment assets eliminated in the Group Accounts totalled $13m (2001 $13m).

INVESTMENT IN RICHMOND LIMITED

Effective June 2001, the PPCS Group acquired an interest in the Hawkes Bay Meat Holdings Group which owns 35.8% of
Richmond Limited. PPCS’s current interest in the Hawkes Bay Meat Holdings Group is 49%. PPCS has received notice that
it will be required to purchase the remaining 51% on 1 February 2003. As an alternative, PPCS may exercise its right to
purchase the shares in Richmond Limited directly. As at 31 August 2002 the PPCS Group does not have the capacity to
determine the financing and operating policies of Richmond Limited. The Hawkes Bay Meat Holding Group, which has been
consolidated, has treated its holding in Richmond Limited as an investment.

The directors of PPCS Limited remain of the opinion that the value of the shareholding in Richmond Limited as contained
in the Statement of Financial Position, is appropriate.

AMALGAMATION OF GROUP COMPANIES

In order to simplify the Group structure the following companies have been amalgamated with the Parent Company:
The Canterbury Frozen Meat Company Limited, International Meats Limited, Meat Services Limited, Windward Skins Limited,
PPCS Burnside Limited, PPCS Islington Limited, Copax Group Limited, PPCS Waitane Limited, Glendermid Leathers Limited,
PPCS Silverstream Meats Limited, Defiance Investments Limited, Three Valleys Farm Blenheim Limited, Mair Vension Limited,
MVL Management Services Limited and Rowallan Investments Limited.

This has resulted in $102.0m of fixed assets and $17.9m of reserves being transferred to the Parent Company.
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To the Shareholders of PPCS Limited

We have audited the financial statements on pages 12 to 21. The financial statements provide information
about the past financial performance of the company and group and their financial position as at 31 August
2002. This information is stated in accordance with the accounting policies set out on page 15.

Directors’ Responsibilities

The directors are responsible for the preparation of financial statements which comply with generally
accepted accounting practice in New Zealand and give a true and fair view of the financial position of the
company and group as at 31 August 2002 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 circumstances of the company and group,
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 and consulting services 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 12 to 21:

– comply with generally accepted accounting practice in New Zealand; and
– give a true and fair view of the financial position of the company and group as at 31 August 2002 

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

Our audit was completed on 25 October 2002 and our unqualified opinion is expressed as at that date.

Christchurch

A U D I T O R ’ S  R E P O RT
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PLEASE COMPLETE IN BLOCK LETTERS

Full Name I/we

Full Address of

being a shareholder/shareholders of PPCS Limited (the ‘Company’) appoint*

Full Name of Proxy

Full Address of

or failing that person

Full Name of
Alternative Proxy

Full Address of

as my/our proxy to vote for me/us on my/our behalf at the Annual General Meeting of the Company to be held on 13 December 2002 and at any
adjournment thereof.

* if you wish you may appoint as your proxy: “ The Chairman of the Meeting.”
Unless otherwise instructed, the proxy will vote as he or she thinks fit.
Should you wish to direct the proxy how to vote, please indicate in the appropriate boxes below.

BUSINESS
To receive and consider the Directors’ Report, and the Financial Statements as at and for the
year ended 31 August 2002 and the Auditor’s Report thereon.

To authorise the Directors to fix the remuneration of the Auditors.

In Favour Against

Signed this day of 2002

Signature/s

In the Presence of

Signature of Witness

Occupation

Address

NOTES
1. Clause 10.9 of the Company Constitution provides that proxies must be deposited at the registered office of the Company, 218 George Street,

Dunedin, or be posted to the Company at P O Pox 941, Dunedin, so as to be received not less than 48 hours before the date and time for which
the meeting has been called.

2. A corporation must execute under seal or other authority. The relevant power of attorney or other authority, if not already noted by the
Company, must be presented with this form.

3. Clause 9.1 of the Constitution of the Company provides that a shareholder shall not be entitled to vote at any shareholders’ meeting if that
shareholder has not supplied any stock to the Company during the current and/or the immediate past killing season prior to the meeting of
the Company, which has resulted in that shareholder being eligible to receive a marketing rebate.

ADVICE FOR CHANGE OF ADDRESS
Should the name or address to which this communication was dispatched be either INCORRECT or OBSOLETE, please complete BOTH sections
of this advice.

PRESENT NAME AND  ADDRESS PAST NAME AND ADDRESS

p r o x y  f o r m

(tear at perforation, fold,seal and post)



PPCS L IMITED

PO Box 941

Duned in

FreePost Authority Number 368, Dunedin, NZ



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. The Companies Office file on
PPCS can be accessed at website www.companies.govt.nz.

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 and on the Companies Office file at website
www.companies.govt.nz.

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 (No. 2) 1997,  as extended by the Securities Act (Co-operative Companies) Exemption Amendment
Notice 2002.

Dated this 25th day of October 2002.

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, D.F. Pringle,

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

J. T. PRINGLE



telephone: 0800 362 362 email:info@ppcs.co.nz web: www.ppcs.co.nz


