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innovation
progression

The strength of New Zealand’s meat industry today 
reflects the strength of a well-established and successful 
agricultural sector.

New Zealanders are an innovative group of individuals 
and farmers are no different. Their ingenuity knows no 
bounds – whether it be measuring pasture growth to 
match stock intake, or weighing stock to pinpoint 
production targets, the rural sector has a proven track 
record of constantly challenging existing methodology.

As a 56-year-old farmer-owned co-operative, PPCS has 
been able to draw on that level of innovation and 
insight on its road to becoming a leading New Zealand 
marketer of meat products.

The result is a company focused on delivering rewards 
to its farmer owners and ensuring those farmers have a 
highly-profitable, sustainable future.

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.

CONFIDENTIAL:  The information contained herein is for shareholders only and 

is not for publication without our express consent.
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NOTE
Share allocations apply to all distributions, excluding accreditation 
payments, for shareholders who do not hold 10,000 shares.

LAMB
1 November 2002 – 31 May 2003	

YM/PM  15.1 / 16 kg	 $	 3.45	 per head	

YM/PM  16.1 / 17 kg	 $	 3.35	 per head	

YM  14.5 / 14.9 kg	 $	 3.05	 per head	

YX/PX  17.1 / 19.2 kg	 $	 2.75	 per head	

OTHER	 $	 2.00	 per head	

LAMBPLAN	 $	 1.50	 per head	

MUTTON
1 November 2002 – 31 May 2003		

MUTTON – ML 1/2 MX 1/2	 $	 1.75	 per head		

MUTTON – OTHER	 $	 1.00	 per head	

BOBBY CALVES
1 July – 31 December 2002		

ALL GRADES	 $	 15.00	 per 100kg

(previously paid)	

BEEF
1 November 2002 – 31 May 2003		

PRIME STEERS – P1/P2  295.1/320 kg	 $	  8.00	 per 100kg

PRIME STEERS – P1/P2  270/295 kg	 $	 8.00	 per 100kg	

PRIME HEIFERS – P1/P2  270/295 kg	 $	 5.00	 per 100kg	

PRIME BEEF – OTHER	 $	 4.00	 per 100kg	

BULL – M1/M2  320/345kg	 $	 5.00	 per 100kg	

MANUFACTURING BEEF – OTHER	 $	 3.00	 per 100kg	

VENISON
1 July – 31 December 2002, 1 January – 30 June 2003

VENISON UNDER 2YRS  55.1/65 kg	 $	 4.00	 per 100kg

VENISON UNDER 2YRS  45.1/55 kg	 $	 4.00	 per 100kg		

OTHER	 $	 2.00	 per 100kg

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 
$2.00 per head.



3

n
o

t
ic

e
 o

f
 m

e
e

t
in

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 2003

3	 Declaration of Election of Directors

4	 Authority to fix Auditor’s remuneration

5	 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 23 October 2003.
By order of the Board

R L Bryant
Secretary to the Board

Notice of meeting is hereby given of 
the 56th Annual General Meeting of 
PPCS Ltd shareholders.

The meeting will be held in the 
Edinburgh Room, Kingsgate Hotel 
(formerly the Quality Hotel), 10 Smith 
Street, Dunedin, on Thursday 11 
December 2003, commencing at 2pm.
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JIM
PRINGLE QSM, JP,
Chairman, Otago

• Denotes Directors who retire by rotation in 2003.

~	21 years on 
PPCS Board.

~	Operates 4780su on 
250ha in North 
Otago.

~	Chairman of 
Ravensdown 
Fertiliser 
Co-operative and 
the New Zealand 
Fertiliser 
Manufacturers’ 
Research 
Association.

~	One year on 
PPCS Board.

~	Runs 4500su at 
Kelso.

~	Diploma of 
Valuation 
and Farm 
Management, 
Lincoln.

~	30 years on PPCS 
Board.

~	Farms 630ha near 
Balclutha; winters 
7000su.

~	A Nuffield Scholar 
and Paul Harris 
Fellow.

~	Six years on 
PPCS Board.

~	Farms 4200su in 
Mid Canterbury.

~	Chairman of the 
Ashburton 
Lyndhurst 
Irrigation Society.

~	13 years on 
PPCS Board.

~	Operates a 400ha 
property at 
Wreys Bush, 
Western 
Southland running 
5500su in sheep 
and deer.

LINDSAY 
ALDERTON
Southland

ROBBIE
BURNSIDE
Otago

RUPERT
CURD
Mid Canterbury

TERRY
EGAN
Southland

~	15 years on 
PPCS Board.

~	Farms 4000su 
in Awatere Valley, 
Marlborough. 

~	Chairman of 
Marlborough 
Lines, Seddon 
Vineyards Ltd and 
Farm Direct.

~	Director of CRT 
Limited, Equitable 
Group Ltd and 
several private 
companies.

~	Eight years on 
PPCS Board.

~	Farms 1400ha 
running 7200su 
(sheep and beef) 
in the Scargill 
Valley near 
Amberley.

~	Diplomas of 
Agriculture 
and Farm 
Management.

~	Nuffield Scholar.

~	Five years on 
PPCS Board.

~	Operates 2500ha 
of high country 
and finishing land 
at Millers Flat and 
another 160ha as 
a dedicated 
finishing unit; his 
10,000su include 
sheep, cattle 
and deer.

~	18 years on 
PPCS Board.

~	Farms 500ha 
in South 
Canterbury, 
running 6000su, 
including bull, 
beef and 
composite ewes.

ANDREW
FOX
Marlborough / 
North Canterbury

EOIN
GARDEN •
Otago

REESE
HART
Mid Canterbury

~	Two years on 
PPCS Board.

~ Operates 241ha 
in the Otama 
Valley near Gore, 
running 3000su.

JOE
FERRABY •
Marlborough / 
North Canterbury

DES
PRINGLE
Southland
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MARKETING MANAGERS	 Glenn Tyrrell
Peter Robinson
Lyn Jaffray
Michael Foate
Geoff Young

MARKET SERVICES MANAGER	 Ken Rouse

TREASURER	 Mike Wennekes

PROCESSING MANAGER	 Grant Pearson

OPERATIONS MANAGER 	 Bob Pringle

LIVESTOCK MANAGER	 Stuart Blake

B. BROOKS NORWICH LTD UK 
CHIEF EXECUTIVE 	 Stephen Clapham

PPCS USA
GENERAL MANAGER	 Dale Kwok

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

AUDITOR 	 Ernst & Young

LEGAL ADVISORS 	 Harmos Horton Lusk
Anderson Lloyd Caudwell

REGISTERED OFFICE 	 218 George Street
Dunedin
New Zealand
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STEWART
BARNETT
Chief Executive

KEITH
COOPER
Chief Operating 
Officer

BOB
BRYANT
Financial Controller
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It is pleasing to report a much improved result for the 

2002 / 03 season with the PPCS Group recording a 

pre-tax surplus of $21.593 million on turnover of $1.37 

billion. Whilst this return is modest on such a turnover, 

it reflects that suppliers are receiving the bulk of the 

marketing returns on their livestock. In addition suppliers 

to the marketing pools have been well rewarded with the 

rebate payments totalling in excess of $8 million. 	

The Company was subject to its share of global 

influences during the 2002/03 season. Several of our key 

importing countries, including Germany and France, were 

and continue to be in the midst of recessions. The SARS 

outbreak had a major impact in that it caused people to 

stay at home, rather than travel and eat out. The discovery 

of a BSE-affected animal in Canada was bad news. 

Canada is our second largest beef market and its border 

closures to the US meant an oversupply of product in the 

country, leaving no need for imported beef. In addition, 

there was the invasion of Iraq, which prompted people 

to stay at home, to either “watch the war” or keep a 

low profile.	

During the season, space became tight for some 

species but procurement structures assisted in a more 

traditional season. The reconfiguration of our plants during 

the previous season paid dividends in reducing fixed and 

compliance costs. Management remains focused on 

achieving optimum usage of the company’s assets. 

COMMUNICATION
Throughout the year, we made a concerted effort to 
speak more regularly and publicly – not only directly to 
our shareholders, but also within the wider community.	

Issues such as the “flatulence tax” are not in the best 
interests of farmers or a farmer-owned meat marketing 
company. For that reason, we did not hesitate to add 
our voice to the rural community in condemning the 
tax’s introduction. 	

Of course, we also act as a farmer and meat exporter 
voice in several industry forums, including the MIA, Meat 
New Zealand and Deer Industry New Zealand.
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RICHMOND INVESTMENT
The board and management ensured that the potential 
distraction of the Richmond takeover had little effect on the 
day-to-day operations of the company. However, what appeared 
to be a concentrated media campaign to discredit PPCS led 
to coverage that did not correctly reflect the issues before 
the Court. 	

We had hoped the unanimous Court of Appeal decision 
released early in October by five judges would provide the 
opportunity for PPCS and Richmond Limited to maximise 
market returns and bring a conclusion to this issue. However, 
it appears this will not be the case. At the time of writing a 
minority group of Richmond Limited shareholders, accounting 
for approximately 1% of the shares on issue, has applied for 
leave to appeal the decision at the Privy Council.	

Your directors remain convinced that significant farmer 
ownership, and therefore control, is the most viable option 
for the New Zealand meat industry into the future.	

As Richmond Limited’s performance was only consolidated 
for the final 5 months of the financial year, the overall 
contribution to the Group result was small, although Richmond 
Limited has performed well over the past 12 months. At the 
time of writing Richmond Limited had not released its 
projected forecast for the current year, however we have 
confidence they will continue to return satisfactory results, 
particularly if joint initiatives can be undertaken with PPCS. 

RESEARCH AND DEVELOPMENT
PPCS and its research partners continue to push the 
boundaries of what is possible when it comes to applicable 
agricultural-related research.	

PPCS subsidiary Global Technologies is making steady 
progress towards its goal of processing DNA samples within 
a commercially-viable timeframe, thus making accurate 
traceability from the marketplace to the farm possible.	

Together with Scott Technologies, the Quantum Leap 
project, also known as the robotic arm project, moves into 
phase three this coming season, with the installation of a 
new boning room at Silverstream.	

The Market Attributed Assessment of Carcass project 
(MAAC) attracted much interest during the season. Farmers 
are genuinely excited at the possibility of being rewarded 
directly for the quality of their stock. 	

These projects are currently owned by PPCS. However 
your Directors are considering possible options to allow 
shareholders to benefit directly from any future income 
streams that these projects generate.

GOVERNANCE
Thank you for voting in favour of the Board’s recommendation 
to introduce two independent directors onto the PPCS 
Board. Your 100%-farmer Board has served you well for 
more than 50 years, using outside expertise on a project-by-
project basis. However, introducing continuity to that use of 
additional expertise will be beneficial to your Company.	

During the same voting procedure, shareholders also 
approved the change of term for Directors, from an effective 
term of five years, down to three years, giving suppliers the 
opportunity to have their democratic say more regularly.	

Effective 1 September 2003, the Board has formed a 
separate Audit Committee, with the former Audit and Finance 
Committee changing to a Finance Committee.	

Directors Rupert Curd of Mid Canterbury and Colin 
Richardson of Southland retired last season by rotation. Colin 
retired after 14 years’ service to the Board. Our thanks go 
to Colin for his contributions over that significant period. 
Rupert was re-elected and Lindsay Alderton replaced Colin.	

Joe Ferraby of Marlborough / North Canterbury and 
Eoin Garden of Otago are due to retire by rotation this year. 
Both will be restanding for election.

OUTLOOK
The outlook in the medium term will continue to be heavily 
influenced by the value of the Kiwi dollar in relation to its 
US counterpart. There is no sign of the dollar moving markedly 
downward. Any movement will be dictated by global 
influences, particularly the United States.	

The future for quality cuts from beef and lamb is assured. 
Demand for our high-end products is strong and should 
continue to be so, subject to unpredictable world events. 
Venison prices remain low but we believe this can be corrected 
through effective country-of-origin marketing and a focus on 
delivering more reliable returns to venison suppliers.	

PPCS’s success is directly linked to the level of support 
and loyalty it receives from its farmer shareholders. Your 
Company and Directors have worked hard to ensure PPCS 
is well placed to tackle the future – a future which needs 
farmer input and control.	

Thank you to my fellow Directors, PPCS management, 
staff and employees. Dedication to quality at all levels of this 
Company, including supplier shareholders, ensures we remain 
a successful, leading, meat marketing company. The combined 
efforts of thousands of individuals during the past 12 months 
have led to this result – thank you.

farmer owned
farmer driven

JIM PRINGLE
Chairman
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Your company delivered a positive result at the end of a potentially 
difficult year, reflecting the loyalty of suppliers and the commitment 
of staff.

MARKETING
Markets performed well, despite the challenges of world 
events and struggling economies. Lamb is firmly positioned 
as a high-value protein source and should continue to maintain 
that position as worldwide lamb numbers continue to fall. 
Beef markets had another interesting year with BSE being 
found in Canada and the consequent effect that had on our 
exports. The United States quota restrictions are a major 
limitation. It will become increasingly important to target 
high-value meat into the US market if we are to lift beef 
returns. 	

Venison experienced a difficult year relative to 2001 / 02. 
However, we are confident the market is improving and look 
forward to delivering venison suppliers with consistent returns 
in the next one to two years.	

The lack of discretionary spending in some of our major 
markets had a negative impact, because of the percentage of 
product marketed at the upper end of the socio-economic 
scale in these countries. The vast majority of PPCS venison 
and lamb sales are in the chilled and retail-ready sectors, 
where the greatest margin can be extracted. However, PPCS 
exports to more than 60 countries, reducing the exposure 
to any one country’s economic performance.

LAMB
Continental European markets performed satisfactorily this 
year, despite numerous negative factors during the year: 
Mediterranean tourism numbers were down as a result of 
the Middle East situation; major economies, such as Germany 
and France, were in recession, hugely impacting on consumer 
spending; and an unusually hot summer impacted on traditional 
roasting items, although this was somewhat offset by an 
increase in the barbeque range.	

Lamb continues to be priced at the top end of the red 
meat options. The main threat to lamb is the reducing price 
of alternative protein sources.	

The national lamb flock in the United Kingdom has returned 
to about 80% of pre-foot-and-mouth levels. Domestic prices 
have increased by approximately 30%, making New Zealand 
lamb an attractive alternative this year. This leaves our product 

well placed to take advantage of the price increases during 
the coming season.	

The PPCS USA office in Philadelphia has made good 
progress in the past year developing a customer base for 
premium quality food items. Return business from new 
customers is being driven by the consistent quality attributes 
of our lamb.	

Middle East meat import volumes were similar to last year. 
However, a recent change to prohibitive regulatory 
requirements should see improved possibilities for 
New Zealand lamb offals next year, giving the potential to 
increase returns for the New Zealand producers.

VENISON
The last year’s marketing conditions were difficult for venison. 
The chilled venison trade in the fourth quarter of 2002 was 
disappointing; customer confidence was low, affected by 
declining frozen demand and price levels; and fresh supplies 
from within Europe were plentiful, with strong competition 
from Poland, Hungary, Spain and also Scotland, which had 
regained export status post-foot-and-mouth. Meanwhile, 
European economies were under significant pressure with 
increasing taxation, higher unemployment and reduced 
consumer confidence. 	

Early 2003 saw some improvement as the lower venison 
prices allowed access into larger catering organisations within 
Europe. This also encouraged some restaurants and retailers 
to continue sales up until Easter. However, post-Easter prices 
were affected by limited consumption and market concerns 
about increasing production levels within New Zealand.	

Fundamental issues facing our industry are the continued 
reliance on European markets and the traditional limited 
consumption period within these markets. Cervena strategies 
that PPCS refused to embrace 10 years ago have not delivered 
tangible gains to New Zealand deer farmers. They have failed 
to grow the USA market in proportion to New Zealand 
exports, while also starving our main-volume markets of 
industry promotional funds.	

In order for “New Zealand Venison” to establish year-
round international demand, we need to create stronger 
consumer awareness and build on existing and new retail 
opportunities. Efforts are underway to achieve this, supported 
by both joint-venture and generic promotion activities linked 
to a clear differentiation of New Zealand Venison.

loyalt y

STEWART BARNETT
Chief Executive
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As we conclude the 2003 financial year, we are 
confident about a stable chilled market and improved 
demand for frozen production. We look forward to the 
launch of new chilled venison retail packs in Denmark 
(at the Anuga Food Fair in October) and, with the 
Foodstuffs Group, for a domestic launch in November. 	

Expanding and developing retail opportunities is 
paramount to establishing year-round demand for 
our venison. This will ultimately reduce the price 
volatility that is compounded by the current seasonal 
consumption patterns.

BEEF
The 2002 / 03 season was a difficult one for beef trading 
as various worldwide food-safety issues impacted 
negatively on the perception of beef.  The closing of the 
Canadian/United States border, due to the BSE incident 
in Canada, had the most significant impact, followed by 
the outbreak of SARS in the Asian region.	

New Zealand’s  image globally – with our clean, green 
image and disease-free status – was a definite advantage 
throughout this period. We must continue to promote 
this aspect of our product range, as food safety continues 
to be paramount in marketing food internationally. 	

New Zealand’s highest paying market for lean 
manufacturing meat in the USA is a quota-restricted 
market and PPCS managed their quota successfully 
throughout the season.	

Asia has now recovered from SARS and with food 
and dining being such an influential factor in the Asian 
culture,  the recovery has seen an increase in demand.	

For both quality beef and young, lean, bull beef, the 
emphasis needs to be on producing an early-maturing 
animal at a set weight that will command a premium in 
the global chilled and frozen markets.	

The concern of HGP-treated cattle came to the fore 
during the season. HGP beef has been banned in Europe 
and an increasing number of our existing and developing 
markets have also stated they will not accept HGP beef. 
It is only a matter of time before this market limitation 
is reflected in the price paid for HGP cattle.

MUTTON
Mutton suppliers have enjoyed a strong season on the 
back of a relatively buoyant lamb season. 	

New Zealand’s BSE-free status allows PPCS 
mutton to enter markets where European growers 
face restrictions.	

In some lower-end markets, mutton is a cost-effective 
alternative for consumers unwilling or unable to 
purchase lamb.

LAMB PELTS
Leather continues to be a popular fashion material, 
especially in the US garment market. Countries such as 
Korea, China, Italy, Turkey and India all finish New Zealand 
ovine leather for clothing, most of which finds its 
way to the USA. Consumers in this significant market 
are choosing a flat vinyl-like leather, in line with 
fashion trends.



11

	

Comparatively “rough”, lower-grade New Zealand leathers 
into the States must compete with cheaper bovine and porcine 
leathers from countries such as China. 	

Competition in the major US stores is strong, with 
retailers aggressively pricing leather garments to maintain 
market share.	

New Zealand’s traditional European market is Germany, 
where demand this past season has been affected by the 
country’s economic downturn. Demand is growing in the 
Russian market, where leather clothing must be substantial 
to keep out the cold. Consequently, a wool-lined, double-
faced garment is popular.	

As the European economies improve, demand for 
New Zealand clothing leathers will increase.

SHEEP PELTS
Demand for chamois leather – made from the flesh-side split 
of the pelt – is steady in Europe and the United States, while 
demand for the grain (wool) side split, which is made into 
clothing leathers, is down. Splitters are therefore diversifying 
their grain sales into alternative lower-priced markets such 
as shoe linings, book bindings and parchments.

WOOL
Most wool from the 2003 season is sold and the shipment 
programmes are well under way. 	

Demand for crossbred wool (34 micron upwards) and 
mid-micron wool (25 – 28 micron) is good. Prices for finer 
wool (18 – 24 micron) is weakening. 	

Although the production of fine wool in Australia is 
expected to increase from the 2003 season, it is still expected 
to be down by about 15% from 2002 season levels,underpinning 
New Zealand fine wool prices.

HIDES
Competition for New Zealand hides is coming from Italy and 
China. The Chinese tanners’ market share is increasing annually.

DEERSKINS
Good demand from New Zealand’s traditional markets of 
Italy, Germany, Japan, Turkey, USA and the UK has continued 
through 2003. The reaction to a new pickle process was so 
positive, we were able to maximise the return for this versatile 
quality material.

CURRENCY
The appreciating value of the New Zealand dollar against 
major overseas currencies dampened the result. Approximately 
95% of our foreign exchange receipts are against Euro, US 
dollar or the British pound.	

Given the very low 90-day interest rates in other developed 
countries, New Zealand’s 5% rate attracted many overseas 
investors, having the win-win effect for investors of driving 
the dollar even higher.	

Unfortunately, we expect the New Zealand dollar’s upward 
trend to continue for the foreseeable future, unless there is 
a change in the government policy.

PROCESSING AND OPERATIONAL
PPCS is concentrating its efforts on strategies to align 
procurement more closely with market demand, reducing 
some seasonal peaks at the same time.	

One of those strategies was Lambplan – introduced during 
the year to manage processing supply and maximise the lambs’ 
potential, processing them at the optimum weight of 15.5 
– 17.0kg carcass weight. The programme’s success has ensured 
it will continue to be part of PPCS’s procurement plan. Other 
tools will be rolled out over the next three years.	

By managing the flow of stock, your company can maximise 
returns, by making better use of plants and employees 
throughout the season. The alternative is an expensive peak 
season bulge which frustrates all involved in the processing 
of stock. Supplier loyalty across all species becomes an 
important dictator of whose stock is processed over these 
peak processing times. 	

The increasing cost of compliance continues to directly 
impact on the price paid for stock. Energy, MAF compliance, 
accidents, insurance and general insurance have all increased 
substantially in the past five years.	

Reconfiguration of the plants during 2001 / 02 was a 
beneficial move. In spite of significant expenditure during 
2002 / 03 to increase the beef processing capacity, suppliers 
did experience some delays. These were related to a 30% 
increase in South Island cattle numbers compared to the 
previous season and unexpected climatic factors altering the 
processing pattern. Further capital expenditure this year 
should reduce or eliminate delays this season.	

Progression of the robotic arm technology, otherwise 
known as the Quantum Leap project, is timely as the labour 
concerns of recent seasons continue. PPCS began efforts to 
lengthen the season available to seasonal employees, in an 
attempt to minimise the loss of quality staff between years. 
Other strategies to improve retention are being worked 
through with the union.

FINANCIAL
For statutory reasons the Consolidated Group accounts 
reflect Richmond Limited becoming a subsidiary in March 
2003. However we are focused on the core business within 
the Parent Company PPCS Limited and it is important to 
note the strength of the Parent Company balance sheet with 
a equity ratio of 42.8% and positive cash-flow from operations 
for the year of $23.8 million.

PERSONNEL
Thank you all – suppliers and employees – for your 
contributions during this past year. It has been a high-profile 
year and I appreciate this has not always been an enviable 
position. However, I believe we are now well positioned to 
tackle the future – a future which is firmly in farmers’ hands.

As we conclude the 2003 financial year, we are confident about a stable 
chilled market and improved demand for frozen production.
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number of oppor tunities shareholders had to speak 
with key staff and see inside local processing plants.

HOSTING AT A&P SHOWS FARMING FOR FOOD BUSINESS FORUMS

SEPTEMBER 2002
~	 Quarterly Up To Date Shareholder 

Newsletter

OCTOBER 2002
~	 Annual supplier meetings throughout 

the South Island
~	 Waitane Farming for the Food 

Business Forum

NOVEMBER 2002
~	 Hosted shareholders at Canterbury 

A&P Show
~	 Hosted shareholders at South Otago 

A&P Show 
~	 Canterbury Farming for the Food 

Business Forum
~	 Fairton Farming for the Food 

Business Forum

DECEMBER 2002
~	 Annual General Meeting
~	 Hosted shareholders at Southland 

A&P Show
~	 Quarterly Up to Date Shareholder 

Newsletter12

Senior management also 
made themselves more 

available to the media, aiding 
the flow of information to 

shareholders and the wider 
rural community. The result 

was a busy year of 
shows, field days and 
media commentaries.



FEBRUARY 2003
~	 Hosted farmers at Southern Field 

days (Waimumu) 

MARCH 2003
~	 Hosted shareholders at 

Upper Clutha Show
~	 Hosted farmers at Lincoln Field days
~	 Sponsorship of the South Island 

High Country field day, Haldon 
Station

APRIL 2003
~	 Quarterly Up To Date Shareholder 

Newsletter 
~	 Ballance Farm Environment Awards 

– Canterbury and Southland

MAY 2003
~	 No 8 Wired television sponsorship 

– venison markets
~	 Sponsorship of the South Island 

Dog Trial Championships, Blenheim
~	 Sponsorship of the New Zealand 

Deer Farmers’ Conference, 	
Timaru

JUNE 2003
~	 No 8 Wired television sponsorship 

– beef markets
~	 Attended Mystery Creek Field days
~	 Belfast Farming for the Food 

Business Beef Forum

JULY 2003
~	 Quarterly Up to Date Shareholder 

Newsletter 
~	 Finegand Farming for the Food 

Business Beef Forum

AUGUST 2003
~	 No 8 Wired television sponsorship 

– robotics; environmental processing
~	 No 8 Wired television sponsorship 

– Lambplan programme
~	 Islington Farming for the Food 

Business Venison Forum
~	 Hokitika Farming for the Food 

Business Venison Forum
~	 Up To Date Shareholder Newsletter 

– Special Issue

IN ADDITION
~	 Weekly PPCS Market Reports on 

Radio Sport (Sunday 7.45am) 	
and Hokonui Gold (Monday 
lunchtime)

~	 Hokonui Gold Straggle Muster 
contribution.

MEDIA TOURS OF SILVERSTREAM

13
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PPCS FRANCE 
Paris, France

This office was started four years 
ago to service this market 
with a personal presence. 
Staff deal directly with their 
retail customers, which include 
some of the largest retail chains 
in Europe.

The PPCS brand and its sub brands 
are respected market leaders.

PPCS LIMITED
Head Office 
Dunedin

The head office is home to the 
core marketing, logistical and 
accounting activities of PPCS. 
There is also a Christchurch 
Office where much of the 
processing and operation 
planning is coordinated. The 
company’s 11 plants are all 
situated in the South Island 
of New Zealand.

NEW ZEALAND LAMB DUBAI
Dubai, United Arab Emirates

The Dubai-based office was opened 
in 1987. It employs staff whose 
key roles are to liaise with and 
service customers throughout the 
Middle East. They also handle the 
importation of sheep skins into 
Saudi Arabia.
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B. BROOKS LTD
Norwich, United Kingdom

B. Brooks is a fully-owned PPCS 
subsidiary company with key 
functions of further-processing and 
distribution. Employing about 250 
people, it is used to service both the 
United Kingdom and European 
Union markets with a range of retail 
packs and consumer products. The 
food service – catering and “pub” – 
sector includes some important 
PPCS customers with restaurant and 
pub locations throughout the UK. 
Brooks’ location allows PPCS the 
flexibility to service its European 
customers quickly and personally.

NEW ZEALAND LAMB 
COMPANY
London, United Kingdom

The NZ Lamb Company was 
established in 1968.  The office 
services the wholesale market. 
It is involved in the importation 
and documentation processes 
for the United Kingdom and 
some European markets.

PPCS USA INC
Philadelphia, USA

The US office of PPCS was opened 
three years ago to service the US 
market exclusively. It is strategically 
located in Philadelphia, near a 
major port and its main customers, 
which has raised the company’s 
profile in this important market. 
The office handles the 
documentation, importation and 
marketing of products.

The marketing philosophy is based upon quality service to 
long-term customers.	

Our customer-relations belief is based on a strong 
two-way loyalty. It ensures stability and long-term gains for 
the industry.	

In line with our focus on relationships, PPCS has 
international offices and key marketing staff in the United 
States, United Kingdom, Europe and the Middle East. It also 
has agents based in key markets.



The Sainsbury’s Minted Lamb Shoulder Chops are 
a high-performing product for PPCS’s United 
Kingdom subsidiary Brooks. Brooks manufacture 
the product for the respected supermarket chain 
Sainsburys, which sells it throughout the UK.

~	 The Minted Lamb Shoulder Chops were 
developed in 1997 as part of a value-added BBQ 
range. That original range replaced an existing 
fresh UK product, offering the consumer more 
choice and better value in the process. 

~	 UK consumers reacted well to the increased 
choice of cuts and flavours available through this 
range and switched to lamb. Sainsbury’s built on 
the consumer swing and increased the number 
of lamb items in the BBQ range. The range’s value 
for money in relation to other species helped 
increase the percentage of lamb sales within the 
BBQ category.

~	 It is designed for the BBQ but is also suitable for 
grill or oven.

~	 This product is generally purchased by people in 
their late 20s and early 30s in the middle/upper 
socio-demographic grouping.

~	 Sainsbury’s Minted Lamb Shoulder Chops are 
presented in a heat-sealed tray with coloured 
half sleeve, so the meat is easily visible and there 
is maximum shelf impact.

The lamb rack is a high-end product with large global 
appeal. Served predominantly in a restaurant setting 
and within the catering business.

~	 The biggest market for frenched lamb racks is 
US restaurants and cruise ships where the high-
end product is a sought-after menu item.

~	 Racks are cooked quickly at a high heat – baked 
for about 20 minutes. They are generally cooked 
whole and sliced into individual fingers after 
cooking. Racks can be eaten as finger food or 
silver service – and anywhere in-between.

~	 Frenched racks were traditionally processed in 
the market but in recent years, the further 
processing has happened within PPCS plant, prior 
to export.

~	 Ten years ago, frenched racks hardly featured on 
menus. Demand, relationships and strategic 
marketing have seen this product become a firm 
favourite with restaurant patrons in the US, 
Continental Europe and Asia.
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SAINSBURY’S MINTED LAMB SHOULDER CHOPS (350g)

PETER ROBINSON
Marketing manager 

Peter has been with the 
group for 22 years, after 
working within the CFM 
processing division. He 

moved into PPCS’s 
marketing division nine 

years ago and is now 
responsible for managing 

lamb marketing 
both domestically 

and internationally.

FRENCHED LAMB RACKS



The Sainsbury’s Minted Lamb Shoulder Chops are 
a high-performing product for PPCS’s United 
Kingdom subsidiary Brooks. Brooks manufacture 
the product for the respected supermarket chain 
Sainsburys, which sells it throughout the UK.

~	 The Minted Lamb Shoulder Chops were 
developed in 1997 as part of a value-added BBQ 
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fresh UK product, offering the consumer more 
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choice of cuts and flavours available through this 
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the consumer swing and increased the number 
of lamb items in the BBQ range. The range’s value 
for money in relation to other species helped 
increase the percentage of lamb sales within the 
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~	 It is designed for the BBQ but is also suitable for 
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their late 20s and early 30s in the middle/upper 
socio-demographic grouping.

~	 Sainsbury’s Minted Lamb Shoulder Chops are 
presented in a heat-sealed tray with coloured 
half sleeve, so the meat is easily visible and there 
is maximum shelf impact.

The lamb rack is a high-end product with large global 
appeal. Served predominantly in a restaurant setting 
and within the catering business.

~	 The biggest market for frenched lamb racks is 
US restaurants and cruise ships where the high-
end product is a sought-after menu item.

~	 Racks are cooked quickly at a high heat – baked 
for about 20 minutes. They are generally cooked 
whole and sliced into individual fingers after 
cooking. Racks can be eaten as finger food or 
silver service – and anywhere in-between.

~	 Frenched racks were traditionally processed in 
the market but in recent years, the further 
processing has happened within PPCS plant, prior 
to export.

~	 Ten years ago, frenched racks hardly featured on 
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marketing have seen this product become a firm 
favourite with restaurant patrons in the US, 
Continental Europe and Asia.

17

SAINSBURY’S MINTED LAMB SHOULDER CHOPS (350g) FRENCHED LAMB RACKS

MICHAEL FOATE
Marketing manager 

Michael joined PPCS in 
2001 when Mair Venison 
became part of the PPCS 
Group. He has 16 years 
experience marketing 
venison and was involved 
in lamb and beef prior to 
joining Mair. Michael now 
markets lamb and venison 
for PPCS.



PPCS is responding to domestic and international 
markets by producing “case-ready” venison meal 
solutions. The new products were launched at 
Germany’s biannual Anuga international food fair.

~	 The packs will initially be sold in Denmark and 
New Zealand. Denmark was a logical choice as 
an introductory market for this product because 
of existing ties with a major supermarket chain.

~	 Both products are vacuum-packed in plastic 
pouches and sold chilled.

~	 Because many people are not familiar with venison, 
the packs include a recipe and guidelines to ensure 
the meat is cooked to give maximum satisfaction.

~	 In New Zealand, the Silver Fern Venison Medallions 
and the Silver Fern Venison Stir Fry will retail for 
$8.95 each and are suitable for two servings. 

~	 Case-ready products are essentially pre-packaged 
trays or boxes found in supermarkets that are 
designed to allow the consumer a quick choice. 
This segment is one of the fastest growing sectors 
of the supermarket trade. The case-ready option 
is consistent in every regard, so that quality to 
the consumer is guaranteed.

18

SILVER FERN VENISON STIR FRY AND MEDALLIONS (440g)
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GLENN TYRRELL
Marketing manager 

Glenn was responsible for 
establishing the Silver Fern 

Venison brand for PPCS back 
in 1992, when the company 
entered the venison market. 

He has been with PPCS for 24 
years, predominantly in 

marketing but was seconded 
to the New Zealand Lamb 
Company (London) for two 

years in 1988.



This particular product is an excellent example of 
PPCS tapping into an added-value product line. 

~	 Jerky is made by taking the whole muscle and 
slicing it into thick strips. It is then seasoned and 
marinated for a precise time. The strips are hung 
and cooked in smokehouses. They are packaged 
immediately after smoking to ensure maximum 
flavour is maintained.

~	 The seasoning varies depending on the market 
being supplied. Different tastes are catered for 
in different countries.

~	 Beef Jerky is now available in selected 
New Zealand supermarkets.

~	 Demand from Asia, New Zealand and Australia 
has increased to such an extent that a plant was 
built in Auckland in 2002 to supply these markets.

~	 Jerky is derived from standard lean young bull 
and cow meat, from the round cut inside muscle. 
The cap (a distinct muscle) is removed, leaving 
the “denuded” meat. The meat is then trimmed 
to specification and weight ranged to the 
customers’ requirements.

~	 The product appeals to transit population – 
airports, motels/hotels, petrol stations and 
supermarkets. Also popular with tramping, 
shooting, fishing and golf enthusiasts.

19

BEEF JERKY

LYN JAFFRAY
Marketing manager 

Lyn started as a livestock buyer 
before moving into marketing in 
1980. He has spent the past 
31 years working for PPCS and 
its suppliers. Lyn has dealt 
with all meat types but now 
concentrates on the development 
of the PPCS Quality Chilled 
Beef Programme.
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Improvement in environmental performance is an on-
going process for the Company. As environmental 
expectations and legislation change, PPCS continuously 
monitors the likely effects on its processing operations 
and makes the necessary changes. 	

At our Fairton and Mossburn plants, PPCS has 
developed a sustainable land disposable system to treat 
effluent discharged from the plant. After screening, the 
effluent is spray irrigated with a specially-modified 
travelling irrigator onto the adjacent PPCS farm. The 
farm is dedicated to waste disposal and relies on a 
cropping programme to take up the nutrients from the 
effluent. The crops, and therefore the applied nitrogen, 
are harvested to prevent any unacceptable leaching into 
the environment. Of the 130kg of nitrogen applied per 
hectare per year, approximately 110kg/ha is removed as 
baleage. It is then used to either feed PPCS’s own stock 
or sold.	

The Mossburn and Fairton systems are a good 
example of recycling the organic wastes from slaughter 
and processing, converting them to plant form and 
feeding them to animals.The nitrogen is removed from 
the environmentally-sensitive area and, in effect, 
transferred to areas where there is no concern. 	

The Belfast, Pareora and Finegand plants have 
composting systems which recycle solid wastes back 
into the environment as a stabilised compost. This system 
takes into account the proximity to built-up areas that 
these plants operate within. The compost is marketed 
as a desirable soil conditioner, sold commercially and 
used on PPCS farms.	

At Belfast, where the liquid component is discharged 
into a sensitive local natural water system, the process 
involves using a dramatic drop followed by an increase 
in pH to separate out the protein solids. These solids 
supply a valuable source of nitrogen which is incorporated 
into the composting system. 	

We also continued our sponsorship of the Ballance 
Farm Environment Awards, specifically the Dry Stock 
Award – in doing so, supporting the efforts many of our 
shareholders make on farms. The annual awards highlight 
that sustainable farming is practical and achievable, but 
it is also rewarding and profitable.

As you would expect of a farmer-owned co-operative, PPCS 
takes environmental sustainability seriously.
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DIRECTORS

In respect of the financial year ended 31 August 2003, the 
Directors of PPCS in office at the end of the year are 
as follows:

James Trevor Pringle (Chairman)
Lindsay John Alderton
Robert Adam Burnside
Rupert Philip Curd
Terence William Egan			
David Scott Ferraby	
Andrew Charles Dillworth Fox
Eoin Reay Hamilton Garden
James Reese Hart 
Desmond Francis Pringle 	

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.

Surplus after taxation for the year ended 31 August 2003 		

PARENT $000	 GROUP $000	
15,048	 16,444	

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 23 October 2003: 

“In the opinion of the Board, PPCS Limited has throughout 
the year ended 31 August 2003 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.”

CONSOLIDATION OF RICHMOND LIMITED

Richmond Limited financial statements have been included 
for five months ended 31 August 2003, being the period 
since Richmond became a subsidiary. Richmond Limited 
financial statements have been restated in line with PPCS 
accounting policies.

EVENTS SUBSEQUENT TO BALANCE DATE

The ongoing litigation between PPCS and the “Bell Group” 
regarding PPCS shareholding in Richmond was unresolved 
at the date of signing the financial statements. The outcome 
of the Court of Appeal decision was that PPCS was ordered 
to forfeit 16.3% of the Richmond shares on issue leaving 
PPCS with a 62.9% shareholding.	

On 21 October 2003 the “Bell Group” announced 
it would appeal the Court of Appeal’s decision to the 
Privy Council.	

The Directors are of the view that the carrying value of 
the investment as outlined in the financial statements is 
appropriate based on the circumstances at the time of 
approving the Parent Company and Consolidated Group 
financial statements. 

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 Mr J T Pringle in respect of Ravensdown 
Corporation Limited.

AUDIT AND FINANCE COMMITTEE

The committee comprises Messrs 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.

PARTICULARS OF DIRECTORS’ INTERESTS IN 
PPCS SHARES

During the year further shares were issued to suppliers, 
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	 Number of 	 Shares held		
shares issued	 31-8-03

L J Alderton	 –	 10,000

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
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DIRECTORS’ BENEFITS

Director	 $000	

L J Alderton elected 13.12.02	 16

R A Burnside	 24

R P Curd	 24

T W Egan	 24

D S Ferraby	 24

A C D Fox	 24

E R H Garden	 24

J R Hart	 24

D F Pringle	 24

J T Pringle	 53

C A G Richardson retired 13.12.02	 8	

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.

INFORMATION DISCLOSURE

During the financial year there were no notices from 
Directors of PPCS requesting to use Company information 
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.

DONATIONS

Donations of $11,000 were made during the year.      

EMPLOYEE REMUNERATION

Total remuneration and all other benefits are:

Parent Company	

Numbers of staff	 NZD $000

3	 100-110	

4	 110-120	

2	 120-130	

1	 130-140	

1	 150-160	

1	 160-170	

1	 220-230

1	 380-390

All the above employees are provided with a motor vehicle.

Subsidiaries excluding Richmond Limited	

Numbers of staff		 NZD $000

1		 100 – 110

2		 120 – 130

3		 130 – 140

1		 170 – 180

1		 230 – 240

All the above employees are provided with a motor vehicle.

Richmond Limited		

Numbers of staff		 NZD $000

5		 100 – 110

8		 110 – 120

4		 120 – 130

2		 130 – 140

5		 140 – 150

1		 150 – 160

4		 160 – 170

1		 170 – 180

1		 210 – 220

2		 230 – 240

1		 270 – 280

1		 500 – 510

Richmond Limited subsidiaries		

Numbers of staff		 NZD $000

2		 100 – 110

2		 110 – 120

2		 120 – 130

1		 130 – 140

1		 140 – 150

1		 150 – 160

1		 160 – 170

1		 170 – 180

1		 240 – 250

For Richmond Limited and its subsidiaries executive 
remuneration includes salary, vehicles, bonuses, employer’s 
contribution to health / insurance schemes and other sundry 
benefits received in their capacity as employees.

On behalf of the Board, 23 October 2003
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J T PRINGLE, Director J R HART, Director



				Parent Company		 Consolidated Group			

2003	 2002	 2003	 2002		
Note	 $000	 $000	 $000	 $000

Operating revenue		 911,259	 1,023,480	 1,373,296	 1,093,596

Operating expenses		 (891,914)	 (1,019,730)	 (1,349,821)	 (1,090,270)

Operating surplus before taxation		 19,345	 3,750	 23,475	 3,326

Non-recurring items

Restructuring and litigation costs	 7	 –	 –	 (1,882)	 (1,311)

Surplus before taxation	 7	 19,345	 3,750	 21,593	 2,015

Taxation expense (benefit)	 8	 4,297	 (5,499)	 5,533	 (5,173)

Net surplus for the year		 15,048	 9,249	 16,060	 7,188

Minority interests		 –	 –	 384	 1,165

Net surplus attributable to the		 15,048	 9,249	 16,444	 8,353
shareholders of the parent company
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The accompanying notes form part of these Financial Statements.

The results for the Consolidated Group are not comparable as the Richmond Group has been included from 1 April 2003.
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					Parent Company		 Consolidated Group				

2003	 2002	 2003	 2002			
Note	 $000	 $000	 $000	 $000

Equity at beginning of the year		 196,362	 173,230	 228,846	 223,531
Net surplus for the year attributable to:	

Parent company shareholders		 15,048	 9,249	 16,444	 8,353	

Minority shareholders		 –	 –	 (384)	 (1,165)				

15,048	 9,249	 16,060	 7,188

Movement in reserves:	

Foreign currency reserve		 –	 –	 (7,091)	 2,144	

Asset revaluation reserve		 –	 1,463	 (287)	 1,463

Total recognised revenues and expenses		 15,048	 10,712	 8,682	 10,795

Distribution to owners:	

Distributions	 18	 (14,384)	 (4,069)	 (14,384)	 (4,069)	

Minority interest dividend		 –	 –	 (639)	 –	

Shares surrendered		 (1,385)	 (1,600)	 (1,385)	 (1,600)

Contributions from owners:	

Ordinary shares issued during the year	 18	 585	 189	 585	 189	

Redeemable preference shares issued during the year	 6,118	 –	 6,118	 –

Amalgamation of Group Companies:	 25		

Transfer of retained earnings		 –	 17,900	 –	 –

Movement in minority interest		 –	 –	 42,486	 –

Equity at end of the year	 1	 202,344	 196,362	 270,309	 228,846

The accompanying notes form part of these Financial Statements.

The results for the Consolidated Group are not comparable as the Richmond Group has been included from 1 April 2003.



				Parent Company		 Consolidated Group			

2003	 2002	 2003	 2002		
Note	 $000	 $000	 $000	 $000

Equity

Attributable to parent company shareholders		 202,344	 196,362	 210,006	 211,029

Attributable to minority interest		 –	 –	 60,303	 17,817		

1	 202,344	 196,362	 270,309	 228,846

Non current assets		

Property, plant & equipment	 2	 138,641	 147,288	 325,009	 183,763

Deferred taxation	 8	 1,477	 5,499	 3,808	 5,173

Investments	 3	 94,973	 68,636	 7,311	 77,757

Investment in associates	 4	 –	 –	 13,578	 –

Goodwill	 5	 –	 –	 1,299	 –

Total non current assets		 235,091	 221,423	 351,005	 266,693

Current assets

Cash		 1,223	 1,095	 2,351	 1,720

Trade receivables		 12,896	 16,060	 47,864	 35,341

Other receivables		 3,672	 3,075	 3,672	 3,075

Owing by subsidiary companies		 51,731	 42,989	 –	 –

Inventories	 6	 166,715	 147,013	 362,040	 180,521

Taxation receivable	 8	 1,319	 1,546	 –	 1,546

Total current assets		 237,556	 211,778	 415,927	 222,203

Total assets		 472,647	 433,201	 766,932	 488,896

Non current liabilities

Secured loans	 9	 62,000	 50,000	 154,000	 51,000

Capital notes	 10	 –	 –	 48,000	 –

Convertible notes	 11	 –	 –	 3,114	 –

Total non current liabilities		 62,000	 50,000	 205,114	 51,000

Current liabilities

Bank overdraft	 12	 –	 6,373	 1,059	 9,945

Trade creditors		 32,283	 34,301	 88,383	 51,470

Employee entitlements		 5,166	 5,214	 9,136	 5,344

Taxation payable	 8	 –	 –	 2,900	 –

Distribution to suppliers		 8,073	 13,586	 8,073	 13,586

Secured loans	 9	 162,781	 122,365	 181,958	 123,705

Provision for restructuring	 13	 –	 5,000	 –	 5,000

Total current liabilities		 208,303	 186,839	 291,509	 209,050

Total liabilities		 270,303	 236,839	 496,623	 260,050

Net assets		 202,344	 196,362	 270,309	 228,846

For and on behalf of the Board, which authorised the issue of the Financial Report on 23 October 2003

J T PRINGLE, Director
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J R HART, Director

The accompanying notes form part of these Financial Statements.

The results for the Consolidated Group are not comparable as the Richmond Group has been included from 1 April 2003.



				Parent Company		 Consolidated Group			

2003	 2002	 2003	 2002		
Note	 $000	 $000	 $000	 $000

Cash flows from operating activities

Cash was provided from:

Receipts from customers		 913,848	 1,018,256	 1,498,616	 1,089,427

Dividends received		 408	 1,101	 1,277	 1,819			

914,256	 1,019,357	 1,499,893	 1,091,246

Cash was disbursed to:

Payment to suppliers and employees		 (876,648)	 (981,474)	 (1,374,866)	 (1,046,507)

Taxation paid		 –	 (581)	 (2,361)	 (581)

Interest		 (13,764)	 (11,171)	 (17,025)	 (11,767)			

(890,412)	 (993,226)	 (1,394,252)	 (1,058,855)

Net cash flow from operating activities	 16	 23,844	 26,131	 105,641	 32,391

Cash flows from investing activities

Cash was provided from:

Sale of investments, property, plant and equipment	 6,695	 7,318	 6,711	 7,318			

6,695	 7,318	 6,711	 7,318

Cash was applied to:

Purchase of investments, property, plant and equipment	 (41,100)	 (23,194)	 (28,737(49,070)	 (24,120)

Movement in subsidiary balances		 (8,742)	 (9,106)	 –	 –

Overdraft acquired with purchase of subsidiary		 –	 –	 (1,416)	 –			

(49,842)	 (32,300)	 (50,486)	 (24,120)

Net cash flow from investing activities		 (43,147)	 (24,982)	 (43,775)	 (16,802)

Cash flows from financing activities

Cash was provided from:

Loans		 52,416	 21,310	 103,003	 21,499			

52,416	 21,310	 103,003	 21,499

Cash was applied to:

Distributions paid and shares surrendered		 (26,787)	 (20,214)	 (27,860)	 (20,214)

Dividends paid to minority shareholders		 –	 –	 (639)	 –

Repayment of loans		 –	 –	 (127,224)	 –			

(26,787)	 (20,214)	 (155,723)	 (20,214)

Net cash flow from financing activities		 25,629	 1,096	 (52,720)	 1,285

Net increase/(decrease) in cash held		 6,326	 2,245	 9,146	 16,874

Cash at the beginning of the year		 (5,278)	 (7,523)	 (8,225)	 (25,099)

Impact of exchange rate movements on cash		 175	 –	 371	 –

Cash at the end of the year		 1,223	 (5,278)	 1,292	 (8,225)

Represented by:

Cash		 1,223	 1,095	 2,351	 1,720

Bank overdraft		 –	 (6,373)	 (1,059)	 (9,945)

Cash at the end of the year		 1,223	 (5,278)	 1,292	 (8,225)
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The accompanying notes form part of these Financial Statements.

The results for the Consolidated Group are not comparable as the Richmond Group has been included from 1 April 2003.



STATEMENT OF ACCOUNTING POLICIES

REPORTING ENTITY

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

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.	

The Group consists of PPCS Limited and its subsidiaries.

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 inter-company transactions 
are eliminated on consolidation. In the Parent Company 
financial statements, investments in subsidiaries are stated 
at cost.

(a)	 Consolidation of subsidiaries	

The Group financial statements incorporate the financial 
statements of the Parent Company and its subsidiaries.
The purchase method of consolidation has been applied. 
The results of any subsidiaries acquired or disposed of 
during the year are consolidated from the effective 
dates of the acquisition or until the effective dates of 
the disposal. All inter-company transactions, balances 
and unrealised profits are eliminated on consolidation.	

Richmond Limited, and its subsidiaries, were acquired 
at March 2003 and audited results of the Richmond 
Group for the five months to 31 August 2003 have 
been consolidated into the Group results for the year 
ended 31 August 2003. The financial statements of 
Richmond Limited have been restated in line with 
PPCS accounting policies.	

(b)	 Accounting for associates	

An associate is an investee, not being a subsidiary or 
joint venture arrangement, over which the Parent 
Company or its subsidiaries has the capacity to exercise 
significant influence. The Group financial statements 
incorporate the Group’s interest in associates, using 
the equity method, as from the effective dates of 
acquisition and up to the effective dates of disposal.			

Under the equity method the Company recognises 
its share of the associate’s net surplus or deficit for the 
year in the statement of financial performance and its 
share of other post-acquisition movements in reserves 
in its statement of movements in equity. In the statement 
of financial position, the investment and the reserves 	
are increased by the Group’s share of the post-acquisition 
retained surplus and other post-acquisition reserves of 
the associate. In assessing the Group’s share of earnings 

of associates, the Group’s share of any unrealised profits 
between Group companies and associates is eliminated.

Investments

Investments are stated at cost.

Property, Plant and Equipment

The Group has four classes of assets:

~	 Freehold land	

~	 Freehold buildings

~	 Plant and equipment

~	 Vehicles.

Land and buildings relating to operations are recorded 
at net current value or fair value. All other property, plant 
and equipment is recorded at cost.	

No interest has been capitalised to assets (2002 : nil). 		
Parent Company operating assets are revalued on a cyclical 
basis every five years. Revaluations are conducted more 
frequently if, at any balance date, the fair value differs materially 
from the carrying amount.

Depreciation

All items of property, plant and equipment, other than land, 
are depreciated on a straight line basis at rates which will 
write off the cost or revalued amount less estimated residual 
value over their expected useful lives. These are:

Buildings	 5 to 50 years

Plant and equipment	 4 to 20 years

Motor vehicles	 5 to 8 years

Accounts Receivable

Accounts receivable are stated at their estimated 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

All inventories are valued at the lower of cost and net 
realisable value. Cost is calculated on the first-in-first-out 
basis.	

The cost of meat and associated products is the price of 
livestock, plus processing and other expenses incurred to 
bring it to a saleable condition and location. Costs include 
direct and indirect production overheads.

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.
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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  
arising from the translation of independent foreign operations 
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 Parent Company and Group are 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.

Statement of Cash Flows

The Statement of Cash Flows is prepared exclusive of GST, 
which is consistent with the method used in the Statement 
of Financial Performance.

Definitions of the terms used in the Statement of Cash 
Flows:

“Cash” includes coins and notes, demand deposits and 
other highly liquid investments readily convertible into 
cash and includes at-call borrowings such as bank 
overdrafts, used by the Company and the Group as part 
of their day-to-day cash management.

“Investing activities” are those activities relating to the 
acquisition and disposal of current and non-current 
investments and any other non-current assets.

“Financing activities” are those activities relating to changes 
in the equity and debt capital structure of the Company 
and the Group and those activities relating to the cost 
of servicing the Company’s and the Group’s equity capital.

“Operating activities” include all transactions and other 
events that are not investing or financing activities.

Research and Development

Expenditure on research and development is written off in 
the Statement of Financial Performance in the year in which 
it is incurred.

Finance Leases

Leases under which the Company assumes substantially all 
the risks and rewards of ownership are classified as finance 
leases and are capitalised.	

The finance charge is allocated to periods during the 
lease term so as to produce a constant periodic rate of 
interest on the outstanding balance of the liability for 
each period.

Goodwill

Goodwill represents the excess of the purchase consideration 
over the fair value of the net tangible and identifiable intangible 
assets, acquired at the time of the purchase of a business or 
an equity interest in a subsidiary or associate company. 			

Any discount on acquisition arising from step acquistions 
is offset against goodwill.	

Goodwill arising from step acquitistion is amortised by 
the straight-line method over the period during which 
benefits are expected to be received. This is a maximum of 
20 years.

Impairment

If the recoverable amount of an asset is less than its carrying 
amount, the item is written down to its recoverable amount. 
The write-down of an asset recorded at historical cost is 
recognised as an expense in the Statement of Financial 
Performance. When a revalued asset is written down to 
recoverable amount the write-down is recognised as a 
downward revaluation to the extent that the revaluation 
reserve of the class of asset concerned is in credit.	

The carrying amount of an asset that has previously been 
written down to recoverable amount is increased to its 
current recoverable amount if there has been a reversal of 
the impairment loss. The increased carrying amount of the 
item will not exceed the carrying amount that would have 
been determined if the write down to recoverable amount 
had not occurred. 	

Reversals of impairment write-downs are accounted for 
as follows: 
~	 on assets that are not revalued the reversal is recognised 

in the Statement of Financial Performance;
~	 on revalued assets the reversal is recognised as revenue 

to the extent that the impairment was recognised as an 
expense and the balance is treated as an upward 
revaluation.

Employee Entitlements

A liability for annual leave is accrued and recognised in the 
Statement of Financial Position.

Revenue Recognition

Revenue is recognised to the extent that it is probable that 
the economic benefits will flow to the Parent Company and 
Group and the revenue can be reliably measured. The 
following specific recognition criteria must also be met 
before revenue is recognised.

Sale of goods  Revenue is recognised when the significant 
risks and rewards of ownership of the goods have 
passed to the buyer and the amount of revenue can be 
measured reliably.

Interest  Revenue is recognised as the interest accrues 
(taking into account the effective yield on the asset).

Dividends  Revenue is recognised when the shareholders’ 
rights to receive the payment is established. 

Changes in Accounting Policies

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

Comparatives

Certain prior year balances have been reclassified to comply 
with the current year’s presentation.	

Comparatives relating to Richmond Limited are not 
disclosed as it was not part of the Group in 2002.
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1 : TOTAL EQUITY				
Parent Company			 Consolidated Group			

2003	 2002	 2003	 2002			
$000	 $000	 $000	 $000

Share capital 		 47,761	 42,443	 47,761	 42,443

Foreign currency reserve		 –	 –	 959	 8,050

Asset revaluation reserve 		 1,463	 1,463	 1,176	 1,463

Minority interest		 –	 –	 60,303	 17,817

Retained earnings		 153,120	 152,456	 160,110	 159,073			

202,344	 196,362	 270,309	 228,846

Share Capital

41,684m ordinary shares of $1 each		 41,684	 42,485	 41,684	 42,485

Uncalled capital		 (41)	 (42)	 (41)	 (42)			

41,643	 42,443	 41,643	 42,443

Redeemable Preference Shares		 6,118	 –	 6,118	 –			

47,761	 42,443	 47,761	 42,443

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.

The Redeemable Preference shares were issued on 1 December 2002. A dividend of 6% plus available imputation credits 
will be paid on the anniversary of the issue until 2005. The Redeemable Preference Shares are redeemable at the discretion 
of the Directors of the Parent Company. Dividends are non cumulative and subject to profitability of the PPCS Group.

2 : PROPERTY, PLANT AND EQUIPMENT				
2003			 2002		

Cost/	 Accum.	 Book	 Cost/	 Accum.	 Book		
Valuation	 Deprec.	 Value	 Valuation	 Deprec.	 Value		

Parent	 $000	 $000	 $000	 $000	 $000	 $000	

Freehold land (at valuation)	 16,777	 –	 16,777	 19,630	 –	 19,630

Freehold land (at cost)	 60	 –	 60	 60	 –	 60

Freehold buildings (at valuation)	 55,697	 5,061	 50,636	 56,392	 2,499	 53,893

Freehold buildings (at cost)	 13,099	 663	 12,436	 8,792	 354	 8.438

Plant and equipment	 163,159	 107,092	 56,067	 183,994	 121,937	 62,057

Vehicles	 8,972	 6,307	 2,665	 9,608	 6,398	 3,210		

257,764	 119,123	 138,641	 278,476	 131,188	 147,288

Group

Freehold land (at valuation)	 17,241	 –	 17,241	 24,189	 –	 24,189

Freehold land (at cost)	 13,145	 –	 13,145	 3,260	 –	 3,260

Freehold buildings (at valuation)	 76,949	 5,355	 71,594	 71,279	 2,583	 68,696

Freehold buildings (at cost)	 93,203	 3,286	 89,917	 12,439	 1,688	 10,751

Plant and equipment	 366,840	 237,010	 129,830	 225,738	 152,860	 72,878

Vehicles	 10,245	 6,963	 3,282	 11,038	 7,049	 3,989		

577,623	 252,614	 325,009	 347,943	 164,180	 183,763

No interest has been capitalised to property, plant and equipment (2002: nil).

Valuation 

All Group operating freehold land and buildings have been revalued in accordance with FRS-3 “ Accounting for Property, Plant 
and Equipment”, as determined by independent registered valuers, T Croot FNZIV FNZPI of Faris Marlow and C Arundel BSc 
(Hons) MRICS of F P D Savills on 1 September 2001. This resulted in a net increase in book value of $1.463m (Parent), $1.463m 
(Group) in the 2002 year.	

Richmond Limited land and buildings were recorded on acquisition at Directors’ fair value, which utilised a valuation by 
Logan Stone Limited, independent registered valuers, in July 2003. The basis of valuation was depreciated replacement cost 
with an assumption of profitable existing use with the exception of certain assets which have been valued as surplus. This 
represents cost to the Consolidated Group going forward.
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3 : INVESTMENTS				
Parent Company			 Consolidated Group			

2003	 2002	 2003	 2002			
$000	 $000	 $000	 $000

Shares in subsidiaries		 88,819	 42,199	 _	 –

Shares in listed companies		 –	 20,283	 –	 71,603

Other investments		 6,154	 6,154	 7,311	 6,154			

94,973	 68,636	 7,311	 77,757

Subsidiaries

Subsidiary companies included in the consolidated financial statements are:	 2003	 2002

Parent Company ~ PPCS Limited		

Kiwi Fern Ltd:  S A Barnett, G W Rowe		 100%	 100%

CFM Management Ltd:  S A Barnett, G W Rowe		 100%	 100%

Air Foods (NZ) Ltd:  S A Barnett, G W Rowe		 100%	 100%

New Zealand Lamb Company Ltd – UK:  S A Barnett		 100%	 100%

Slink Skins (Canterbury) Limited:  S A Barnett		 100%	 100%

B. Brooks (Norwich) Limited:  S A Barnett 		 100%	 100%

Supergrass Limited:  S A Barnett, K T Cooper, J T Pringle		 100%	 100%

PPCS USA Inc:  S A Barnett 		 100%	 100%

PPCS (UK) Limited:  S A Barnett, K T Cooper 		 100%	 100%

Primary Producers Co-operative Society (France) EURL:  K T Cooper 	 100%	 100%

Hawkes Bay Meat Holdings Limited:  S A Barnett, K T Cooper 		 100%	 49.0%

Hawkes Bay Meats Limited:  S A Barnett, K T Cooper		 100%	 49.0%

Farm Enterprises (Otago) Limited:  R A Burnside, I J Bathgate, C D Scurr, L J Alderton 	 73.6%	 73.6%

Richmond Limited:  S A Robinson, S A Barnett, P D Collins, A M Don, B A Hancox, W A Larsen
J McCrea, D R Pearce			 62.9%*	 35.8%* 

Global Technologies (NZ) Limited:  S A Barnett, D F Hill, S A Staley, W H Cockerill 	 50.0%	 50.0%

* Percentage holdings after adjusting for share forfeiture

All companies have a 31 August balance date, except Richmond Limited and its subsidiaries (below) which are 30 September, 
Hawkes Bay Meat Holdings Limited and Hawkes Bay Meats Limited, which are 30 June.  All 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.

Subsidiaries of Richmond Limited					

2003	 2002

Richmond Group Holdings Limited:  S R Gibbs		 100%	 100%

Richmond Equities Limited:  S R Gibbs, R M Ogg		 100%	 100%

Richmond Enterprises (1996) Limited:  S R Gibbs, R B Wilson		 100%	 100%

Richmond (New Zealand) Singapore Pte Limited:  S R Gibbs, C W Newton, Lim Seck Yeow	 100%	 100%

Richmond Speciality Beef Importers Limited:  S R Gibbs, C W Newton	 100%	 100%

Richmond (Europe) NV	:  S R Gibbs, C W Newton		 100%	 100%

Richmond (Germany) GmbH:  S R Gibbs, C W Newton		 100%	 100%

Gourmet Direct Limited:  S R Gibbs		 100%	 100%

Selent (UK) Limited:  S R Gibbs, C W Newton, A T Coletta		 100%	 100%

Richmond New Zealand Limited:  S R Gibbs, C W Newton		 100%	 100%

Richmond Lonsdale Limited:  S R Gibbs, A T Coletta, G P Duplock, A J Kately, C W Newton	 100%	 100%

Waitotara Meat Company Limited:  S R Gibbs, C W Newton		 100%	 100%

Waitotara Meat Marketing Limited: S R Gibbs		 100%	 100%

Waitotara Europe BV:  S R Gibbs, C W Newton		 100%	 100%

Richmond Japan Limited:  S R Gibbs, Hiroshi Takahashi, C W Newton, Sunichi Hosai	 51.7%	 51.7%

All overseas subsidiaries are involved predominantly in the marketing of the Group’s products.
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4 : INVESTMENTS IN ASSOCIATES – RICHMOND LIMITED				
Parent Company			 Consolidated Group			

2003	 2002	 2003	 2002			
$000	 $000	 $000	 $000

Share of operating surplus - current year		 –	 –	 1,636	 –

Taxation		 –	 –	 (483)	 –

Surplus after taxation		 –	 –	 1,153	 –

Dividends from associates		 –	 –	 (1,245)	 –

Net movement – current period		 –	 –	 (92)	 –

Carrying amount at acquistion date		 –	 –	 13,670	 –

Carrying amount at end of year		 –	 –	 13,578	 –

Percentage held by Richmond Limited at balance date		 2003	 2002

New Zealand Lamb Company (North America) Ltd		 23%	 –

Australian Lamb Company Ltd		 16.1%	 –

New Zealand Lamb Company Ltd		 29.6%	 –

New Zealand Lamb Company Inc		 29.6%	 –

New Zealand Lamb Co-operative Inc		 29.6%	 –

New Zealand Lamb Holdings Inc		 23%	 –

Hollander Waitotara Processing Ltd		 50%	 –

StockCo Ltd			 50%	 –

The Group associate companies, held by Richmond Limited, have 30 September balance dates. At 31 August 2002 the PPCS 
Directors determined that the Parent Company did not have significant influence over Richmond Limited.

5 : GOODWILL			
Parent Company	 Consolidated Group			

2003	 2002	 2003	 2002			
$000	 $000	 $000	 $000

Cost associated with the step acquisition of Richmond Limited	 –	 –	 2,492	 –

Accumulated amortisation		 –	 –	 (1,193)	 –			

–	 –	 1,299	 –

6 : INVENTORIES			
Parent Company	 Consolidated Group			

2003	 2002	 2003	 2002			
$000	 $000	 $000	 $000

Finished product		 154,062	 134,490	 343,855	 166,320

Livestock		 1,096	 1,846	 1,371	 1,846

Consumables		 11,557	 10,677	 16,814	 12,355

Total inventory		 166,715	 147,013	 362,040	 180,521
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7 : SURPLUS BEFORE TAXATION			
Parent Company	 Consolidated Group			

2003	 2002	 2003	 2002			
$000	 $000	 $000	 $000

After Charging:

Audit fees	

Parent Company auditor		 130	 100	 225	 176	

Other Group auditors		 –	 –	 202	 –

Bad debts written off		 49	 260	 96	 279

Change in provision for bad debts		 –	 –	 –	 –

Depreciation	

Buildings		 2,661	 2,779	 4,088	 3,067	

Plant and equipment		 8,725	 8,939	 15,621	 10,882	

Vehicles		 1,050	 852	 1,289	 1,090

Directors’ fees		

NZ		 250	 250	 377	 250	

Offshore		 –	 –	 74	 94

Interest paid		 14,147	 11,482	 18,193	 12,083

Fees paid to Parent Company auditor for other services 		

Taxation services		 143	 114	 143	 114	

Consulting services		 206	 247	 206	 247	

Other assurance services		 64	 47	 64	 47

Loss on disposal of property, plant and equipment	 (379)	 68	 (379)	 68

Rental and leasing costs		 384	 37	 1,613	 175

Research and development costs		 –	 –	 508	 475

Amortisation of goodwill		 –	 –	 1,193	 –

After Crediting:

Foreign currency exchange gains		 (4,030)	 (1,115)	 (5,281)	 (1,115)

Dividends received		 (408)	 (1,101)	 (1,141)	 (1,819)

Release of provisions no longer required		 (1,578)	 (3,122)	 (1,578)	 (3,122)

Gain on sale of investments		 (255)	 (6,673)	 (255)	 (6,673)

Interest received		 (383)	 (311)	 (388)	 (316)

Non recurring items

Restructuring and other costs 		 –	 –	 1,531	 1,311

Litigation costs – Richmond Limited (post acquisition)	 –	 –	 351	 –			

–	 –	 1,882	 1,311

Litigation costs

Litigation costs incurred by PPCS Limited have been included in the carrying costs of the investment in Richmond Limited in 
accordance with FRS-36 “Accounting for Acquisitions Resulting in Combinations of Entities or Operations”.
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8 : TAXATION			
Parent Company	 Consolidated Group			

2003	 2002	 2003	 2002			
$000	 $000	 $000	 $000

Surplus before taxation		 19,345	 3,750	 21,593	 2,015

Prima facie taxation at 33%		 6,384	 1,238	 7,126	 665

Add (subtract) taxation effect of permanent differences	 (2,087)	 (6,737)	 (1,593)	 (5,838)

Income tax (benefit) expense 		 4,297	 (5,499)	 5,533	 (5,173)

Income tax (benefit) expense is represented by:					

Current tax		 275	 (4,806)	 4,168	 (4,480)	

Deferred tax		 4,022	 (693)	 1,365	 (693)

Total tax benefit		 4,297	 (5,499)	 5,533	 (5,173)

Deferred tax (asset) liability 	

Balance at beginning of year		 (5,499)	 –	 (5,173)	 –

Transfer to (from) statement of 	financial performance	 4,022	 (5,499)	 1,365	 (5,173)

Balance at end of year		 (1,477)	 (5,499)	 (3,808)	 (5,173)

Income tax (receivable) payable		 (1,319)	 (1,546)	 2,900	 (1,546)

Imputation Credit Account

Imputation credit account balances as at start of year	 28,357	 26,992	

Imputation credits attaching to dividends received	 201	 548	

Imputation credits transferred on amalgamation		 3,394	 795	

Income tax payments during the year		 –	 251	

Tax payments transferred to use of money interest	 (13)	 (229)

Imputation credits used in RPS allocation		 (3,047)	 –		

Available through direct shareholding in the Parent Company	 28,892	 28,357	

Available through indirect shareholding in subsidiaries	 161	 3,493					

29,053	 31,850
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9 : SECURED LOANS			
Parent Company	 Consolidated Group			

2003	 2002	 2003	 2002			
$000	 $000	 $000	 $000

Current		 162,781	 122,365	 181,958	 123,705	
Non current		 62,000	 50,000	 154,000	 51,000			

224,781	 172,365	 335,958	 174,705

Security and repayment dates

PPCS Parent Company loans are secured by way of debenture or mortgage and are repayable or renewable within 2 – 4 years.	
Richmond Limited secured borrowings are covered by security stock issued under a Security Trust Deed dated 13 December 

1995. This provides a fixed and floating charge over all of the assets of the Parent Company and a number of subsidiary 
companies.	

The current three-year multi-option credit facility of Richmond Limited expires on 31 October 2003. Negotiations are 
currently nearing completion for the extension of these facilities.

Interest Rates

The interest rates ranged from 0.81 to 10.00% (2002: 0.85 – 6.60%).

Other loan facilities

The Parent Company has loan facilities of $141.4m (2002: 170.3m) which are not utilised at 31 August 2003.	

Repricing

Parent Company and Group current and non current loan interest rates range from 0.81 to 10.00%.  The loans are due for 
repricing within the next six months.

1 0 : CAPITAL NOTES

In February and March 2001, Richmond Limited raised a total of $50 million by way of a Capital Notes issue (“Richmond 
Capital Notes”).  As unsecured, subordinated debt, the Capital Notes rank ahead of the ordinary shares of Richmond, but are 
subordinated in right of payment to the claims of all creditors other than those whose securities or rights are subordinated 
to the same or to greater extent. The first election date is 15 December 2004, at which time Richmond may apply new 
conditions to, or compulsorily redeem the Capital Notes. Noteholders may elect to accept new conditions or redeem notes 
at that time. The costs associated with the issue will be amortised over three and a half years. The interest rate for the Capital 
Notes is 10.75% per annum.
 	 The Parent Company holds investments of $2m of these Capital Notes (2002: $2m).

1 1 : CONVERTIBLE NOTES		 	 	 	

On 31 October 2001, Richmond Limited established an Optional Convertible Note Employee Share Ownership Plan (“ESOP”) 
and issued 1,185,000 optional convertible notes at $3.00 per note to selected employees.	

The optional convertible notes allocated to employees are held by the trustees of the ESOP on trust for employees until 
such time as they are redeemed for cash or converted into shares in Richmond Limited.	

The optional convertible notes will bear interest on their principal amount at a rate of 5.29% per annum. Employees have 
the right to exercise the optional convertible notes, on a one-option convertible-note for one-share basis, between 1 February 
2003 and 31 March 2004, provided the Richmond Limited share price meets the performance hurdle price of $4.00 during 
this period. All optional convertible notes of each employee must be exercised at the same time. If the hurdle price is not 
met, the optional convertible notes can only be redeemed for cash equal to their issue price.	

If the Richmond Limited share price meets the performance hurdle, Richmond Limited has an overriding option to redeem 
the optional convertible notes, or repurchase the optional convertible notes, for a cash amount equal to the aggregate market 
value of the relevant number of shares in Richmond Limited that an employee would have been entitled to receive upon 
conversion of the optional convertible notes.	

To finance the ESOP, the trustees of the ESOP borrowed an original amount of $3,555,000 from Richmond Limited. The 
interest rate for the loan is the same as the optional convertible note interest rate. The loan is required to be repaid before 
employees receive any cash or shares through the exercise of the optional convertible notes. The ESOP has no external funding.	

Participating employees are selected on recommendation from the CEO of Richmond Limited after due consultation with 
Directors of Richmond Limited. The ESOP currently has 37 participants. Further optional convertible notes may be issued to 
new or existing employees at the Directors’ discretion, up to a total of 2,030,000 optional convertible notes.	

The trustees of the ESOP are appointed by Richmond Limited, and are currently P D Collins and S A Robinson. Richmond 
Limited can remove a trustee and appoint a new trustee at any time.	

At 31 August 2003, there were 1,038,000 optional convertible notes on issue.
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1 2 : BANK OVERDRAFT

The Parent Company has an overdraft facility of $2.0m (2002: $2.0m) which was not utilised at balance date.  The overdraft 
is secured by a fixed and floating charge over the PPCS Group’s assets. Interest rates during the year ranged between 6.0 and 
8.0%.	

Security and interest rate details of the Richmond Limited overdraft facility are detailed in Note 9.

1 3 : PROVISION FOR RESTRUCTURING			
Parent Company	 Consolidated Group			

2003	 2002	 2003	 2002			
$000	 $000	 $000	 $000

Opening balance		 5,000	 14,732	 5,000	 14,732

Excess provision released		 (1,578)	 (3,122)	 (1,578)	 (3,122)

Amount utilised during year		 (3,422)	 (6,610)	 (3,422)	 (6,610)

Closing balance		 –	 5,000	 –	 5,000

The amounts utilised during the year represent costs incurred relating to the closure and restructuring of plants.

1 4 : INVESTMENT IN RICHMOND

As at 31 August 2003, PPCS held 68.7% of the shares in Richmond Limited prior to forfeiture. At this time, the Directors’ 
view was, given PPCS shareholding in Richmond, PPCS had the right to in excess of 50% of the dividends and voting rights 
of Richmond. As a result of meeting the definition of a subsidiary under the Financial Reporting Act 1993, Richmond became 
a subsidiary of PPCS.	

The Court of Appeal released its ruling on 1 October 2003. The Court of Appeal upheld the High Court ruling requiring 
PPCS to forfeit 16.8% of its shares in Richmond but quashed the High Court ruling of loss on voting rights on a 35.8% parcel 
of shares held. The consequence of the forfeiture is that PPCS will effectively hold 62.9% of the reduced total shares on issue 
in Richmond, being 21.472m of 34.118m shares. The Directors held the view that, taking into account this forfeiture, Richmond 
became a subsidiary of PPCS in March 2003 and the results of PPCS have been accounted for using the step acquisition 
provisions of FRS-36 “ Accounting for Acquisitions Resulting in Combinations of Entities or Operations”.	

The “Bell Group” has applied for leave to appeal to the Privy Council. At the date of signing the financial statements the 
outcome of this application is unknown.	

The Directors are of the view that the treatment of the investment as outlined in the financial statements is appropriate 
based on the circumstances at the time of approving the Group financial statements.	

The Directors have reviewed the carrying value of the investment in Richmond at 31 August 2003 of $99.752m 
(2002: $71.270m). In the Directors’ view, given the long-term nature of this investment, the synergy benefits to be gained 
and the underlying net assets of Richmond Group, the carrying value is appropriate. The carrying value will be reviewed 
annually to ensure there is no permanent diminution impairment of this investment asset. Because of the nature of the 
takeover process, there has been a restricted market for the shares. The last share price traded was $3.15, giving a market 
capitalisation of Richmond Limited of $129.1m excluding forfeiture (2002: $83.4m).
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1 5 : ACQUISITION OF SUBSIDIARY

Fair value of net assets of Richmond Limited, which PPCS Directors determined the need to consolidate at 
31 March 2003 comprises:

Property, plant and equipment					 157,102

Inventories					 161,463

Receivables					 140,513

Investments and deferred tax					 18,676

Payables					 (96,173)

Short term bank borrowings					 (1,416)

Non current bank borrowings					 (167,500)

Capital and convertible notes					 (53,114)						

159,551

Minority interest					 (59,389)						

100,162

Share of pre-acquisition profits	 prior to becoming a subsidiary				 2,902						

97, 260

Goodwill (Note 5)					 2,492

Consideration paid					 99,752

Included in the total consideration paid are direct external costs associated with the acquisition. No interest has been capitalised.		

1 6 : RECONCILIATION OF NET OPERATING CASH FLOWS TO TAX PAID GROUP SURPLUS				

Parent Company			 Consolidated Group			

2003	 2002	 2003	 2002			
$000	 $000	 $000	 $000

Tax Paid Surplus 		 15,048	 9,249	 16,060	 7,188

Non-Cash Adjustments:	

Elimination of Richmond acquisition and minority interest	 –	 –	 (462)	 –	

Foreign exchange movement in subsidiary balances	 –	 –	 4,788	 –	

Transfer from reserves		 –	 –	 (794)	 –	

Restructuring provison utilised and transferred	 (3,664)	 (8,473)	 (3,664)	 (8,473)	

Movement in tax balance		 4,249	 (5,499)	 3,902	 (5,173)	

Net (gain) loss on sale of investments /		

property, plant and equipment		 (2,419)	 (5,764)	 (2,419)	 (3,624)	

Depreciation		 12,436	 12,570	 21,489	 15,039	

Gain (loss) on foreign currency balances		 (175)	 –	 (370)	 –			

25,475	 2,083	 38,530	 4,957

Working Capital Adjustments:	

(Increase) / decrease trade receivables		 7,928	 4,228	 128,921	 3,771	

Increase / (decrease) tax provision		 –	 (581)	 (2,695)	 (581)	

(Increase) / decrease inventory		 (19,702)	 16,371	 (25,511)	 29,944	

Increase / (decrease) accounts payable		 10,143	 4,030	 (33,604)	 (5,700)			

(1,631)	 24,048	 67,111	 27,434

Net Cash Inflow from Operating Activities		 23,844	 26,131	 105,641	 32,391
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1 7 : FINANCIAL INSTRUMENTS

Credit Risk

Financial instruments which potentially subject the Group to credit risk consist of bank balances, accounts receivable, other 
investments 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  $2.351m   	 (2002:  $1.720m)	 Parent  $1.223m  	 (2002: $1.095m)

Accounts receivable	 Group  $51.536m 	 (2002: $38.416m)	 Parent  $16.568m  	 (2002: $19.135m)

Other investments and associates	 Group  $20.889m 	 (2002:  $77.757m)	 Parent  $6.154m  	 (2002: $26.437m)

Foreign exchange contracts	 Group  $345.219m  	(2002: $47.751m)	 Parent  $111.637m 	(2002: $47.751m) 

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 because export sales and debtors are recognised upon payment.

Foreign Exchange Contracts

At balance date the Group and Parent had entered into foreign exchange contracts maturing after balance date the equivalent 
of Group $345.219m (2002: $47.751m), Parent $111.637m (2002: $47.751m).

Interest Rate Risk

The Group has current and non-current secured loans. The current interest rate on this debt ranges between 0.81 and 10.00% 
(2002: 0.85 and 6.60%). The interest rates are subject to review under normal commercial terms. Interest rate swaps have 
not been used to manage interest rate risk.

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 Group had unhedged foreign currency monetary assets/ (liabilities) totalling, EUR 1.102m, USD 0.451m 
and GBP (0.242m) (2002: EUR (0.637m), USD 0.642m and GBP (1.580m)).

1 8 : DISTRIBUTIONS		 	 	
Parent Company			 Consolidated Group			

2003	 2002	 2003	 2002			
$000	 $000	 $000	 $000

Total distributions		 14,384	 4,069	 14,384	 4,069

Less share allocations		 (585)	 (189)	 (585)	 (189)

Distributions paid or payable in cash		 13,799	 3,880	 13,799	 3,880

Pool suppliers received Redeemable Preference Shares on 1 December 2002 totalling $6.118m (2002: nil).
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1 9 : CONTINGENCIES

Discounted bills of exchange for the Group and the Parent Company totalled $5.127m (2002: $5.407m). There are no Parent 
Company bank guarantees.

At 31 August 2003, Richmond Limited had given performance guarantees amounting to $0.4m (2002: $0.4m).

Richmond Limited is a party to proceedings in Belgium taken on behalf of a former service provider of Richmond Limited.  
The proceedings arise out of termination by agreement between Richmond Limited and the service provider of the service 
provider’s contract in June 2002. Richmond Limited vigorously denies any liability and contends that there are no grounds to 
re-open the negotiated termination arrangements. Richmond Limited has defended the proceedings on a variety of grounds. 
The Group financial statements do not include any provision against litigation in this matter as the Directors of Richmond 
Limited do not believe any liability will arise.

Richmond Limited has indemnified the “Bell Group” against any costs that may be ordered against them in favour of PPCS 
Limited in relation to the Court of Appeal judgement delivered on 1 October 2003 and any appeals from that judgement. 
This represents a contingent asset to the Parent, PPCS Limited, and a contingent liability for Richmond Limited.

2 0 : CAPITAL COMMITMENTS

Capital commitments for the Group of  $11.1m and the Parent Company of $3.2m are outstanding at balance date 
(2002: Group and Parent: $10.7m).

2 1 : RELATED PARTY TRANSACTIONS

The Parent Company undertakes arms’ length sales transactions with its subsidiaries in the normal course of business.	
The Directors are suppliers to the Parent Company. All transactions are conducted on the same terms and conditions as 

all other suppliers. No amounts owed by related parties have been written off or forgiven during the year.

2 2 : SEGMENT INFORMATION

The Group operates in one industry, that of procurement, processing and marketing of 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 $1,187m (2002: $894m) and by offshore 
subsidiaries total $186m (2002: $200m). 	

Transactions between New Zealand and offshore subsidiaries total $144m (2002: $111m). These sales are at market price, 
payable on normal commercial terms and conditions.	

The results for New Zealand are $15.4m (2002: $9.2m) and offshore subsidiaries $1.0m (2002: $0.9m).	
Total assets employed in each segment are as follows: New Zealand $705m (2002: $437m) and offshore subsidiaries $61m 

(2002: $54m).	
Inter-segment assets eliminated in the Group financial statements totalled $19m (2002: $13m).

2 3 : LEASE COMMITMENTS		 	 	
Parent Company			 Consolidated Group			

2003	 2002	 2003	 2002			
$000	 $000	 $000	 $000

Less than one year		 55	 36	 1,841	 36

Between one and two years		 98	 62	 1,165	 62

Between two years and five years		 64	 33	 799	 33

Total Operating Lease Commitments		 217	 131	 3,805	 131

There were no finance leases as at 31 August 2003 (2002: nil).
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2 4 : RICHMOND LIMITED EMPLOYEE SHARE SCHEME

At an extraordinary General Meeting in August 1987, the Shareholders approved the establishment of share schemes for 
employees of the Richmond Group. These shares are held in trust, with voting rights exercised by the Trustees. Richmond 
Limited currently operates three schemes. These cover employees, salaried staff and overseas executives.	

Shares allocated include issues in 1989, 1991, 1993 and 1999 at discounts ranging from 0% to 30% on market price, and 
cover 3,665,027 fully paid ordinary shares issued to date. Shares returned to trustees and unallocated at 31 August 2003 total 
111,197.								

2003						
$000

Original cost of shares:		

Shares allocated					 3,226

Shares unallocated					 75	

Current market values:		

Shares allocated					 16,327

Shares unallocated					 349		

Funding by Richmond Ltd:		

Amount of original loan					 3,299

Loan balance at 31 August 2003					 140		

The shares have been issued under Sections 69 and 166 of the Income Tax Act. There are no put or call options and no 
securities or guarantees have been provided. The loan terms were from 3 to 8 years with interest rates ranging from nil to 
the lower of 10% or the Fringe Benefit Tax rate. The schemes receive no income and pay no expenses as dividends are paid 
direct to employees. The current market value of allocated shares includes the 1:4 bonus issue in December 1996 and the 
2:7 bonus issue in January 1998.

2 5 : AMALGAMATION OF GROUP COMPANIES

In 2002, in order to simplify the Group structure, the following companies were 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 Venison Limited,  
MVL Management Services Limited and Rowallan Investments Limited. This resulted in $102.0m of property, plant and equipment 
and $17.9m of reserves being transferred to the Parent Company.

2 6 : SUBSEQUENT EVENTS

The ongoing litigation between PPCS and the “Bell Group” regarding PPCS shareholding in Richmond was unresolved at the 
date of signing the financial statements. The outcome of the Court of Appeal decision was that PPCS was ordered to forfeit 
16.3% of the Richmond shares on issue leaving PPCS with a 62.9% shareholding.	

On 21 October 2003 the “Bell Group” announced it would appeal the Court of Appeal’s decision to the Privy Council.	
The Directors are of the view that the carrying value of the investment as outlined in the financial statements is appropriate 

based on the circumstances at the time of approving the Parent Company and Consolidated Group financial statements.
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To the Shareholders of PPCS Limited
We have audited the financial statements on pages 24 to 40. The financial statements provide information about the past 
financial performance of the Parent Company and Group and their financial position as at 31 August 2003. This information 
is stated in accordance with the accounting policies set out on pages 28 and 29.

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 Parent Company and Group as at 31 
August 2003 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 Parent Company and Group.

Unqualified Opinion
We have obtained all the information and explanations we have required.
In our opinion: 
~	 the financial statements on pages 24 to 40:

~	 comply with generally accepted accounting practice in New Zealand; and

~	 give a true and fair view of the financial position of the Parent Company and Group as at 31 August 2003 		
and their financial performance and cash flows for the year ended on that date.

~	 proper accounting records have been kept by the Parent Company as far as appears from our examination of 		
those records; and 

Our audit was completed on 23 October 2003 and our unqualified opinion is expressed as at that date.

Christchurch
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The following information is given to suppliers being issued rebate 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 rebate shares of $1 each. All rebate 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 rebate shares which PPCS will have available for issue will be 10,000,000 rebate shares, each 
having a nominal value of $1.00.

4	 The price payable on application for each rebate 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 rebate 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 rebate shares being issued will not be sought.

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

Dated this 23rd day of October 2003.

J. T. PRINGLE

Signed for and on behalf of:

L J Alderton, R  A Burnside, R P Curd,  T W Egan, D S Ferraby,  A C D  Fox,  J R  Hart, E R H  Garden and D F Pringle by their 
duly authorised agent, J  T Pringle.

J. T. PRINGLE
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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 11 December 2003 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 2003 and the Auditor’s Report thereon.

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

In Favour Against

Signed this	 day of	 2003

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

(tear at perforation, fold,seal and post)
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PPCS L IMITED

PO Box 941

Duned in

FreePost Authority Number 368, Dunedin, NZ





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


