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PPCS Rack of Lamb



PPCS" CORE VALUES OF QUALITY AND CONSISTENCY
DRIVE THE COMPANY FORWARD.

In an environment of competitive landuse, PPCS is committed to delivering sustainable returns
and value to its shareholders and suppliers. As a farmer-owned co-operative, PPCS’ strength
comes from the loyalty and support of its suppliers to ensure the long-term success of the red

meat industry by taking the product to the international consumer.

KEY POINTS

> Net profit before tax ~ $29m
> Return on average shareholders’ funds ~ 13%
> Distribution to suppliers ~ $12m

> Bonus share issue on 2005/06 rebate supply (per unit)
~ Lamb and Sheep : | share
~ Cattle : 3 shares

~ Venison : | share

> Optimum rebate payments including bonus shares (full details in December newsletter)

~ Lamb :$3 per head

l

Steers : $13 per 100kg
Bulls : $1 1per 100kg
Venison : $5 per 100kg

l

l

> Supplier Investment Share announced (launching November 2006)

> July 2007 $75m secured bond (to be refinanced December 2006)
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The challenges faced by the industry have never been so pronounced as they are now. PPCS,
and the industry in general, made significant gains over the past |5 years, positioning meat
products towards the high end of the value chain, putting chilled lamb on the shelves of
global retailers and making our top grade products available in the world’s best restaurants.
Beef and venison table cuts can also be found on retail shelves and restaurant menus
globally; all this achieved over a period characterised by volatile exchange rates and modest
production cost increases.

However the scene is now changing and appears to be consolidating to an extent that the
primary production sector, and in particular the meat industry, will be required to push the
boundaries even further to sustain supplier returns.The government continues to adopt
economic policies that create challenges for the industry.These are policies that continue
to increase basic costs of production without productivity gains (holiday and sick pay
amendments), policies that continue to support a high New Zealand dollar, and policies
that promote and support other forms of land use effectively subsidising competing primary
production alternatives. These leave the meat industry to absorb the negative impacts on
meat production returns.

To deliver sustainability to the meat industry we must at least have equal support. But
having competing industries obtaining carbon credits, the protection of monopoly legislation
or the like, is clearly not supporting what is an important contributor to the national economy.
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We have a quality product, which is largely exported and will
be subject to economic variables, however we believe our
quality and consistency will benefit us in the future.

Many other factors impact on the viability of what is an
integral part of the New Zealand economy.To put this in
perspective, in the year to 2006 the meat industry generated
$4.9b meat and skins sales; this compares with |10 years ago
when they were recorded as $3.5b.The following table outlines
the changes in returns paid to suppliers over that period:

Year Lamb Beef Venison
2005/06 $55 $800 $250
1995/06 $37 $420 $350

PPCS Group net profit before tax for the year ended 31
August 2006 was $29m including a net contribution of
$18m from non-recurring items (principally asset sales).
Turnover was $2b.

Distributions to shareholders total $12m, with the optimum
distribution including bonus shares, being $3 per head on
lamb, $13 per 100kg on steers, $1 | per 100kg on bulls and
$5 per 100kg on venison.The Board is particularly conscious
that this year’s performance is below what one could term
as adequate and is focusing not only on improving PPCS’
result but also delivering to suppliers improved sustainable
returns.

CO-OPERATIVE PHILOSOPHIES

It is somewhat concerning to observe industry critics’ general
lack of understanding of the co-operative principles and the
resultant misleading conclusions that are drawn.

The co-operative model is often adopted globally in the
agribusiness sector — its principles of suppliers obtaining
actual market returns and specification signals are particularly
relevant to ensure sustainability in terms of producing what
the market wants. It is further appropriate and consistent
that suppliers own their processing and marketing infrastructure
— any other owner will only be providing a service and
capturing a margin. Finally, in the ideal situation, ownership
of the co-operative by suppliers should deliver loyalty by way
of ownership and governance of the business.

Co-operatives must, and do, compete with alternatives that
vary from privately owned competitors with a throughput /
margin driven strategy to those who just select a small
percentage of available livestock and sell on a back-to-back
basis to niche buyers.The co-operative’s only real point of
difference, which is significant, is that it retains or rebates
profits for the benefit of supplier shareholders — something
that we believe is important to our suppliers.

The shareholding model PPCS had adopted is that of $1 in
— $1 out, which avoids the debate around share values on
entry and exit, with the Board managing the value by issuing
bonus shares from time to time to maintain a steady asset
backing value.The following table details the net asset backing
of the company, which from time to time is adjusted by way
of bonus share issues:

ASSET BACKING PER SHARE
60
55
50
45
40
35
30

2

ASSET BACKING OF SHARES

20

2000
2001
2002
2003
2004
2005
2006

YEAR Key Trendline Annualline ® Bonus shares issued

SUPPLIER INVESTMENT SHARES

We announced in September an enhancement to the
co-operative ownership model. In short this now means all
suppliers become owners of shares in the co-operative, by
way of the allocation of shares on the following basis:

Commencing | November 2006

| Based on three years’ supply

2 Shares issued on all stock supplied from | November
2006, with minimum shareholding to be accumulated over
three years.

3 Minimum shareholding equates to the total stock supplied
over a three-year period.

4 Shares deducted from kill sheets in the following ratios:

Lamb/sheep/goat | x share at 90 cents per share
Cattle |2 x shares at 90 cents per share
Deer 6 x shares at 90 cents per share

5 The value of the shares is $1, with the balance of 10 cents
per share being credited by the company.

6 Maximum 15,000 shares.

7 Maximum deduction in any one year $6,750 (equating to
7,500 shares).

Voting rights for director elections.

Payment of an annual dividend subject to company financial
performance.

The Board spent considerable time developing this model
and, whilst no arrangement will satisfy all parties’ expectations,
we do believe this model is the most appropriate.

It will deliver the three fundamentals being targeted.

I Ownership — This allows all suppliers to own shares
without going through the marketing rebate model, thus
creating a link between suppliers and the co-operative
and including input into governance and policy.

2 Shareholder capital — has not moved with the times in
terms of product value or business size. This preserves
New Zealand supplier ownership versus the old model
of overseas ownership or investor ownership with profits
going outside suppliers.

3 Future industry rationalisation —VVe have a long term view
that delivering sustainable returns can’t all come from the
market and we must pay suppliers adequately in order to
successfully compete for land use. Focus is on costs which
is about rationalisation / better asset utilisation — therefore
improved supplier equity will allow us to fully participate
in some form of industry rationalisation and ultimately
deliver sustainable supplier returns.



Alec and Kelly Jack, with children Olivia and Todd
North Island Ballance Farm Envrionment Award winners
for 2006 sponsored by PPCS




CURRENT (from 6 June 2006)

9 South Island supplier directors from 2 wards — north and
south of the Waitaki River

| seat held vacant

2 independents
6 North Island supplier councillors in association with

2 current South Island directors

The planned elections to follow will be:

ELECTION 2006

North Waitaki / North Island
Sitting directors — Joe Ferraby and Rupert Curd

South Waitaki
Sitting directors — Lindsay Alderton and Eoin Garden

FROM DECEMBER 2007

8 South Island supplier directors from 2 wards — north and
south of the Waitaki River

* 2 North Island supplier directors from 2 wards — north
and south of Taupo

2 independents

ELECTIONS 2007

North Waitaki
Sitting director — Reese Hart

South Waitaki
Sitting director — Terry Egan

North of Taupo *

South of Taupo *

* North Island director representation will be subject to an adequate number of suppliers qualifying and being nominated, under the

terms of the constitution

LOOKING AHEAD

As | have foreshadowed, we as an industry have significant
challenges ahead of us.We have made excellent progress in
the market, maximising the value of our meat products. Our
challenge is to reduce the costs of production and deliver
sustainable returns to suppliers, notwithstanding the impact
of currency fluctuations.

| can assure all shareholders and suppliers you have a
committed Board of Directors and management team. Ve
continue to challenge the status quo and strive to look at
alternatives to maximise returns and value to shareholders
and suppliers.That said, the economic environment that we
must operate within is not ideal.

PPCS exists and is of value only to suppliers; your support
is paramount in terms of supply continuity so we can manage
the processing infrastructure to the optimum level and deliver
against our marketplace commitments. | encourage you to
support your company.

We have and must adjust to changing times whilst still holding
firm to farmer ownership principles.VVe believe the changes
outlined will achieve that objective.

On behalf of the Board | thank our Chief Executive, Stewart
Barnett for his contribution over the past year. This is both
in terms of the management of PPCS and also the wider input
he has made as the PPCS representative on joint venture
companies or industry organisations such as Deer Industry
New Zealand and the Meat Industry Association.

The New Zealand meat industry will continue to evolve, in
the same way the market evolves. | believe PPCS is well
positioned to move forward with a clear focus on delivering
sustainable returns, utilising the sound plant infrastructure
base and, most importantly, maximising the returns on the
products you produce that we process and market on your
behalf.

The challenge is to meet these objectives, which involves us
collectively working together in the coming year and beyond.
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MAINTAINING OUR POSITION
AT THE FOREFRONT

STEWART BARNETT
Chief Executive




The issues that cumulated in a significant drop in lamb returns
in the early part of the 2005/06 season have been widely
canvassed, being a combination of the appreciating currency
coupled with a market decline in pricing. The early part of
the season also saw a higher production of heavy weight lamb
carcasses, which put simply, the global markets could not
absorb at satisfactory prices. It is interesting to note average
weight of lambs processed in the week at time of writing is
17.5kg compared to 20.2kg in the comparative week the
previous season.We cannot underestimate the impact of
producing a product that can only be marketed to a small
number of countries at a premium.

New Zealand sheep meat is under some challenges from
global supply competitors and, whilst some countries are
improving their quality, New Zealand still commands the
reputation as being a quality lamb producer. It is imperative
we maintain our quality standards, produce the correct
product and maintain the integrity of the supply chain. This
includes delivering against our clients’ expectations in terms
of farm assured product, in addition to the ongoing process
of enhanced traceability.

Europe continues as a stable demand base. North America,
whilst principally a middle market, is growing in importance
and the Pacific Rim also remains important. In addition we
service a wide range of other countries with a variety of
products all of which collectively add up to important outlets.
Our spread of markets is diverse from Tahiti to Moscow,
South Africa and China to Gabon, Ghana and the Faroe Islands.
We continue to promote lamb to non-traditional markets in
order to establish a platform to build volume and value in
the future and create a diverse customer base.

The global beef trade has been disrupted through BSE and
FMD since the 1990s and this season was no exception with
trading affected in a number of countries.

Market prices have been relatively stable over the past twelve
months, primarily as a result of a strong global demand for
beef. This has enabled markets to absorb the changing
sources of beef being traded as a result of the variety of trade
restrictions imposed from time to time on some of the large
producers.

Asia and lately Europe have grown as principal quality beef
markets that now have confidence in the quality of grass fed
quality beef. In general terms the demand growth is for quality
beef with the North American market subject to commodity
price variations based on supply and demand opportunities.
Australasian lean beef is required by the USA, however many
of the South American countries can and are very willing to
supply this commodity at lower prices. New Zealand’s volume
of production at under two percent of global beef exports
will dictate that we continue to actively pursue the best
opportunities for our unique grass feed quality beef.

Internationally the beef industry is leading the traceability
process for livestock, which is increasingly becoming a
prerequisite for client supply and potentially market access.
The outcome of this process will be positive for the beef
industry in New Zealand, enabling better traceability and
identification of quality animals and the source of those animals
as well as instilling confidence in the market from a food
safety perspective.



SCHEDULE VALUE PER HEAD

In addition to the main meat types, PPCS markets a diverse
range of products to an equally diverse range of markets.
Our principal range of products includes pelts, hides, wool,
meat and bone meal, tallow, blood and a range of
pharmaceutical items.

Pelts and hides are further processed at the Shannon and
Napier plants into a variety of added value products. However
in the case of lamb pelts this is currently a difficult exercise,
with global demand for pelts extremely poor and no positive
change presently forecast.

We continue to identify opportunities to increase the range
of by-products and gain additional value by removing items
from the traditional rendering stream that ultimately ends
up in the form of meat and bone meal or tallow. Currently
one of the opportunities appearing on the horizon is for the
conversion of some items into bio fuels, which we are
evaluating with interested parties.

The following graph demonstrates the continued decline in
pelt values compared with the total average value of lamb
over the past six years. Had returns for pelts remained at
higher levels this would have had a positive impact on suppliers’
returns for lambs.The short term outlook for pelts is not

positive.
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The venison diversification strategy developed three years
ago to take reliance away from the German market in particular
is now returning positive results. PPCS now sells venison to
35 markets, with our share of the German market reduced
to around 35%.

Overall we have achieved positive market revenue
improvements over the past |2 months, however the
appreciating currency has not seen these achievements
delivered in a meaningful form to suppliers.The continuation
of high production levels over the past twelve months also
made it difficult to achieve higher market price gains with
the focus being on ensuring continuity of demand from the
market at the sustained production levels of recent years.
Overall we see improvements continuing in the venison trade,
in terms of market prices and penetration of market sectors,
which on the back of forecast decrease in production levels
should contribute to improved return to suppliers in the
2006/07 season.

PROCUREMENT

Procurement is a very important part of the business and
focus remains on implementing and maintaining a structure
that delivers service and value to suppliers.The role of fieldstaff
is broader than selecting prime animals or merely arranging
the processing of suppliers’ stock.We are committed to
having a team that delivers additional value to suppliers in
the form of building long term relationships with PPCS,
keeping suppliers informed of market signals and marketing
the full range of products and services that we continue to
develop, for the benefit of suppliers.

We are very mindful of the various supply options suppliers
have. Many of these options available from competitors do
not reflect market signals and are often throughput driven.
We will continue to articulate to suppliers what the market
wants in terms of grades and weights. These signals may
contrast with competitors’ pricing, however we believe in
providing information that will contribute to achieving
sustainable returns long-term.

It is disappointing to see the emergence of pricing models
that do not recognise the quality of animals supplied.
Nevertheless PPCS will continue to offer competitive
alternatives. In the coming season we have simplified our
pricing structures to have significantly fewer grades and weight
bands but still meet the marketplace requirements.The quality
attributes of livestock will be further recognised in the rebate
payment structure at year-end.



REBATE SYSTEM

We have streamlined the marketing rebate structure this year,
which places more emphasis on the market value of the optimum
specification of the animal.VVe see this trend continuing in the
future and we will continue to make suppliers aware of what
we see as the optimum animal.All throughput does have value
to the processing side of the business and this value is captured
in the processing area and will be recognised within dividends
paid on the Supplier Investment Shares.

Changes have also been made to the rebate and retention
periods. The rebate periods have been realigned to more fairly
reflect the periods from which profitability occurs and reflect
in the rebates a correlation with the value paid at time of
processing.

| Shoulder — | June to 31 December
2 Peak — | January to 3| May

The retention period has also been adjusted to more
appropriately reflect the time in which we receive payment for
the product.

3 Retention paid 4 months after processing
i.e. January (month 1) paid |5 May (month 5)

We encourage suppliers to form a direct link with the company’s
fieldstaff. They will have a full range of services and products
available. Supply via any other channels adds costs, which are
ultimately borne by suppliers.

PLANT OPERATIONS

The Group operates a total of 26 sites throughout

New Zealand, all of which incur a high level of compliance costs
coupled with general running costs. A diverse range of plants
over a wide geographical area involves considerable cost in
terms of management, transport and achieving best utilisation
of facilities, in an environment of increasing fixed site costs
coupled with the vagaries of livestock availability.

This is an area that we continue to focus on in terms of achieving
best utilisation of facilities at the lowest possible cost, yet at
the same time maintaining an infrastructure that supports
suppliers’ requirements and our consumers’ expectations of
quality.

Our health and safety programme, based on a target of zero
work place injuries, has achieved a greater than 30% decrease
in incident rate.VVe are targeting another 30% decrease this
year, which will be driven by an assessment tool. This works by
measuring the performance of each site against the best practice
health and safety model and sets priorities for continuous
improvement.

Early indications are that livestock available for processing and
marketing this coming season will be consistent with last year,
albeit that the flow will be dictated by climatic conditions.
We go into next season with a plant model that will deliver
adequate processing capacity based on a five-year average
supply profile, which enables us to manage costs. Any significant
supply variation, either positive or negative, does have an impact
on cost and ability to process unusual peaks in supply.

ENVIRONMENTAL EXPENDITURE

Considerable expenditure is being undertaken on projects that
are focused on delivering environmentally acceptable outcomes,
specifically effluent management.VWhilst we accept the need to

deliver sustainable environmental outcomes, such requirements
should be based around nationally and globally acceptable
standards if we are to remain competitive.

Our capital programme over the 2006/07 year includes the
commencement of new effluent treatment facilities at Pareora
and Finegand plants, plus upgrades of facilities at Dargaville and
Te Aroha. Other projects include upgrades to product handling
facilities at Pacific and Hawera.

RESEARCH AND DEVELOPMENT

We have maintained our investment into research and
development projects, which currently include DNA traceability
via Global Technologies Ltd, which is making steady progress,
and the robotics project in conjunction with Scott Automation
via our joint-venture Robotic Technologies Limited. This project
has now progressed to stage 4, with the first installation overseas,
in addition to equipment installed in our Silverstream plant. Our
carcass assessment project to ascertain actual value of carcasses
at grading based on saleable values is being merged into the
robotics project with technology developed for cutting product
now able to be used in the yield analysis project.

FINANCIAL

The net profit before tax and non-recurring items of $1Im
was a pleasing result and a major turnaround from the first
half position where currency and climate had a detrimental
effect on financial performance.

Shareholders’ Equity increased during the year from $237m to
$262m up to 34% from 32% in 2005. At year-end inventories
were in-line with last years’ comparative at $160m and trade
receivables were up 26% at $169m reflecting a later sales profile
in the year.

Operating cash flow for the year is a positive $35m, an 80%
increase on the previous year as a result of cost containment.

CONCLUSION

We acknowledge that suppliers do have alternatives for land use
and that we, as an industry, must work towards ensuring the
sustainability of meat production in New Zealand. Whilst
considerable work has been done on farm towards productivity
gains alongside the gains that have been achieved from the
marketplace over recent years, it is unrealistic to expect returns
to be sustainable in an economic environment that encourages
a high exchange rate and delivers increased manufacturing costs.

That is not to say the industry or PPCS can sit back and ignore
cost reductions /efficiencies. However this needs to be backed
by government policies that actually support research and
development and innovation within the manufacturing base, as
is the case with many of the central governments of our
competitors.

ACKNOWLEDGEMENT

No business is successful without a committed team of
management and staff. PPCS is fortunate that we do have
considerable loyalty and commitment from a large team of
employees, an asset that cannot be underestimated. | thank you
for your commitment and efforts over the past season and
look forward to that continued commitment in the future.



PPCS' governance policies are reviewed to ensure
they are consistent with best practice.

BOARD AND MANAGEMENT RESPONSIBILITIES

The PPCS Limited Board of Directors is responsible for the company’s corporate governance.The Board is committed to
undertaking this role in accordance with best practice appropriate to the company’s business.

The Board is responsible for determining the company’s policies and objectives, managing risk, developing major strategies,
and monitoring the performance of management.

The company’s day-to-day affairs and management tasks are delegated to the executive team, lead by the chief executive.

POLICIES

PPCS’ policies are designed to enhance PPCS’ overall performance and assist the company in reaching its objectives.

DIRECTOR INDEPENDENCE

Independence of directors is determined, in line with the NZX Listing Rules. PPCS’ independent directors meet these
requirements.

BOARD COMPOSITION

The Board is made up of 10 supplier-elected representatives and two Board-appointed independent Directors.

COMMITTEES

PPCS operates two Board sub-committees, established to work with the Board and management on specific issues, reporting
back to the Board.

The finance committee reviews budgets, financial performance and investment strategies.

The audit committee assists the Board in matters relating to auditing and reporting and considers risk. It provides the PPCS
Board with assurance regarding the credibility of financial reporting and the discharge of its responsibilities related to financial
reporting and regulatory compliance.

BOARD AND COMMITTEE MEETINGS

The PPCS Board and financial committees each meet eleven times each year, or as otherwise required. The audit committee
is scheduled to meet quarterly or as otherwise required.

AUDITOR INDEPENDENCE

The company requires its Auditor to maintain independence in accordance with best practice. The Audit Committee reviews
the independence and objectivity of the Auditor.

DIRECTORS’ ATTENDANCE AT BOARD MEETINGS: Total Meetings — | |

L J Alderton I

R A Burnside I

R P Curd I

TW Egan Il

| F Farrant 10

D S Ferraby I

A C D Fox 9 (resigned 6 Jun 2006)
E R H Garden 10

J R Hart Il

D F Pringle 4 (retired 16 Dec 2005)
J T Pringle 4 (retired 16 Dec 2005)
R J Somerville 10

M A Borthwick 7 (elected 16 Dec 2005)

BT McNab 7 (elected 16 Dec 2005)
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DIRECTORS" REPORT

DIRECTORS
In respect of the financial year ended 3| August 2006, the Directors of PPCS in office at the end of the year are as follows:

James Reese Hart (Chairman) lan Ferguson Farrant

Richard John Somerville (Deputy Chairman) David Scott Ferraby

Lindsay John Alderton Andrew Charles Dillworth Fox (resigned 6 June 2006)
Murray Alexander Borthwick (appointed |6 December 2005) Eoin Reay Hamilton Garden

Robert Adam Burnside Thomas Bruce McNab (appointed |16 December 2005)
Rupert Philip Curd Desmond Frances Pringle (retired 16 December 2005)
Terence William Egan James Trevor Pringle (retired 16 December 2005)

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.

Net profit before tax for the year ended 3| August 2006
PARENT $000 GROUP $000

$34,533 $29,070

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 |19 October 2006:

"In the opinion of the Board, PPCS Limited has throughout the year ended 31 August 2006 been a co-operative company under
the Co-operative Companies Act 1996 for the following reasons:

(@) 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.”

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.

FINANCE COMMITTEE

The committee comprises R ] Somerville — Chairman, R P Curd and E R H Garden.

AUDIT COMMITTEE

The committee comprises | F Farrant — Chairman, L ] Alderton and D S Ferraby.

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 $574 were made during the year.

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 17,500 shares.



Director Number of Rebate Redeemable Secured

Shares issued Rebate Shares Preference Shares Bonds
L J Alderton 258 17,500 4,842 -
M A Borthwick 3,452 17,500 7,438 —
R A Burnside = 17,500 9,389 15,000
R P Curd 4,473 15,955 = 60,000
TW Egan 3,588 17,500 - -
| F Farrant 988 1,202 - 352,000
D S Ferraby 520 15,094 — 30,000
E R H Garden - 17,500 - 6,000
J R Hart - 17,500 = 50,000
T B McNab 538 11,610 - -
R J Somerville 234 1004 - -
Directors’ Benefits
Director $000
L J Alderton 34
M A Borthwick 23
R A Burnside 34
R P Curd 34
TW Egan 34
| F Farrant 41  (Chairman Audit Committee)
D S Ferraby 49 (Chairman Supplier Council)
A C D Fox 25
E R H Garden 44 (Member Supplier Council)
J R Hart 64
T B McNab 23
D F Pringle I
J T Pringle 23
R J Somerville 43  (Chairman Finance Committee)

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.
Various Directors were remunerated for additional duties as directors.

EMPLOYEE REMUNERATION

Total remuneration and all other benefits paid (includes non-recurring payments to employees on leaving the Group.)

Remuneration Range New Zealand Offshore Cessations Total
100,001 — 110,000 18 3 | 22
110,001 — 120,000 14 3 0 17
120,001 — 130,000 8 2 0 10
130,001 — 140,000 7 3 0 10
140,001 — 150,000 4 3 0 7
150,001 — 160,000 2 2 0 4
160,001 — 170,000 8 2 0 10
170,001 — 180,000 0 0 | |
180,001 — 190,000 3 0 0 3
190,001 — 200,000 0 I I 2
200,001 — 210,000 3 0 0 3
220,001 — 230,000 | 0 0 I
230,001 — 240,000 2 0 0 2
240,001 — 250,000 0 0 | |
290,001 — 300,000 0 | I 2
380,001 — 390,000 I 0 0 I
560,001 — 570,000 | 0 0 I
Total 72 20 5 97

On behalf of the Board, 30 October 2006

J R HART, Chairman R J SOMERVILLE, Deputy Chairman
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: STATEMENT OF FINANCIAL PERFORMANCE

FOR THE YEAR ENDED 31 AUGUST 2006

Note

Operating revenue

Operating expenses

Operating surplus before Taxation and Depreciation

Depreciation 6
Non-recurring items 6
Surplus before taxation 6
Taxation expense /(benefit) 7

Net surplus for the year

Minority interests

Net surplus attributable to the
shareholders of the parent company

Parent Company

2006 2005
$000 $000
1,910,998 1,650,792

(1868245)  (1,618511)

42,753 32,281
(29.047) (19.701)
20,827 12,771
34,533 25,351
@.131) 592
36,664 24,759
36,664 24,759

The accompanying notes form part of these Financial Statements.

Consolidated Group

2006 2005
$000 $000

2,027,582 2,029,731
(1985375)  (1,993.945)

42207 35,786
(30.814) (27,525)
17,677 12,771
29,070 21,032
2.131) 1315
31,201 19,717

168 154
31,369 19,871



Parent Company

2006
Note $000
Equity at beginning of the year 256,178

Net surplus for the year attributable to:
Parent company shareholders 36,664
Minority shareholders -
36,664

Movement in reserves:

Foreign currency reserve =
Effect of Amalgamations =
Transfer to Retained Earnings (3,292)
Transfer from Asset Revaluation Reserve 3,292
Movement in Asset Revaluation Reserve =
Total recognised revenues and expenses 36,664

Distribution to owners:
Distributions 14 (11,885)
Minority interest dividend =

Redeemable preference dividend (351)
Shares surrendered (1,452)
Redeemable shares redeemed (3,132)

Contributions from owners:
Ordinary shares issued during the year 449
Ordinary shares issued from distributions 14 3,679

Movement in minority interest =
Equity at end of the year I 280,150

The accompanying notes form part of these Financial Statements.

2005
$000

210,653

24,759

24,759

30,858
1,945
(1945)

55,617

(14,296)

(363)
(1,632)
(109)

6,308

256,178

Consolidated Group

2006 2005
$000 $000
237,139 230,811
31,369 19,871
(168) (154)
31,201 19,717
5997 (3.192)
(3292) | 887
3292 (1,887)
135 (95)
37,333 16,430
(11,885) (14296)
- (10)
351) (363)
(1452) (1632)
(3.132) (109)
449 -
3,679 6,308
261,780 237,139
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STATEMENT OF FINANCIAL POSITION

AS AT 31 AUGUST 2006 :

Note

Equity
Attributable to parent company shareholders

Attributable to minority interest

Non-current assets
Property, plant & equipment
Deferred taxation

Investments

A W NN

Investment in associates

Total non-current assets

Current assets

Cash

Trade receivables

Owing by subsidiary companies

Inventories 5

Taxation receivable
Total current assets

Total assets

Non-current liabilities
Secured loans
Bonds 9

Total non-current liabilities

Current liabilities

Bank overdraft 10
Trade creditors

Employee entitlements

Restructuring provision Il
Distribution to suppliers

Secured loans

Bonds 9

Total current liabilities
Total liabilities

Net assets

Parent Company

2006
$000

280,150

280,150

282,164
6,188
89,378
1,856

379,586

2,531
121,989
61,974
203,191
230

389,915
769,501

49,321
49,321

5,655
76,948
13,020

6,380
263576
74451

440,030
489,351
280,150

2005
$000

256,178

256,178

295,757
3,795
89,378
2,223

391,153

1,451
89,385
69,167

203,545

3,685

367,233
758,386

182,938
122,395

305,333

905
977277
14,626
3,388
6,679
74,000

196,875
502,208
256,178

Consolidated Group

2006
$000

261,587
193

261,780

313,873
7,240
|, 468
6,393

328,974

3,668
169,116

259,928
411

433,123
762,097

1,583
49,321

50,904

7,376
83,868
13,168

6,380
264,170
74451

449,413
500,317
261,780

For and on behalf of the Board, which authorised the issue of the Financial Report on 30 October 2006

] R HART, Chairman

The accompanying notes form part of these Financial Statements.

R J SOMERVILLE, Deputy Chairman

2005
$000

236,777
362

237,139

325,656
4,721
|,468
9,373

341,218

2,988
134,050

258,664
4,586

400,288
741,506

184,105
122,395

306,500

2,969
95,608
14,674

3,388

6,679
74,549

197,867
504,367
237,139



Parent Company

2006
Note $000
Cash flows from operating activities
Cash was provided from:
Receipts from customers 1,889,736
Dividends received 174
Taxation refund 2952
Interest received 439
1,893,301
Cash was disbursed to:
Payment to suppliers and employees (1,831,155)
Taxation paid =
Interest (31,659)
(1,862,814)
Net cash flow from operating activities 12 30,487
Cash flows from investing activities
Cash was provided from:
Sale of investments, property, plant and equipment 20,627
Cash acquired on amalgamation —
20,627

Cash was applied to:

Purchase of investments, property, plant and equipment (21,583)

Purchase of associate
Purchase of subsidiary

Movement in subsidiary balances

Net cash flow from investing activities

Cash flows from financing activities
Cash was provided from:

Issue of Bonds

Loans

Shares issued

Cash was applied to:

4932
(16,651)

3,976

6,637
449

7,086

Distributions and retentions paid and shares surrendered  (40,582)

Bond costs

Repayment of loans

RP Shares redeemed (3,132)
Shares surrendered (1,452)
(45,166)
Net cash flow from financing activities (38,080)
Net increase/(decrease) in cash held (3.617)
Cash at the beginning of the year 546
Impact of exchange rate movements on cash (53)
Cash at the end of the year (3,124)
Represented by:
Cash 2,531
Bank overdraft (5,655)
Cash at the end of the year (3,124)

The accompanying notes form part of these Financial Statements.

2005
$000

1,662,016
5,037

2,474
1,669,527

(1,576:408)
(2.902)
(21,092)

(1,600,402)

69,125

17,763
2513

20,276

(30873)
(887)
(280)

(150,384)

(182,424)
(162,148)

50,000
86,117

136,117

(41,208)
(1,306)

(42,514)
93,603

580
(42)
8

546

1451
(905)

546

Consolidated Group

2006
$000

1,928,483
525

2,801
439

1,932,248

(1,865,108)

(31925)
(1,897,033)

35,215

20,660

20,660

22.121)

(22,121)
(1,461)

7,098
449

7,547

(40,582)

(3.132)
(1452)

(45,166)
(37,619)

(3.865)
19
138

(3.708)

3,668
(7376)

(3,708)

2005
$000

2,038,452
796

250
2,039,498

(1992,148)
4.119)
(23,698)

(2,019,965)

19,533

18,116

18,116

(31,088)
(887)
(280)

(32,255)
(14,139)

50,000

50,000

(41,208)
(1399)
(13,268)

(55,875)
(5.875)

“81)
807
(307)

19

2,988
(2969)

19
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 AUGUST 2006
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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.

(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

l

l

Freehold buildings

l

Plant and equipment

Vehicles.

l

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

No interest has been capitalised to assets (2005 : 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:

Land Improvements 5 to 50 years

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.

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 rate of interest on the outstanding
balance of the liability for each period.
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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 acquisitions is amortised by the straight-line method over the period during which benefits are
expected to be received. This is 2 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 employee entitlements 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 on the sale of goods is recognised at the time of shipment.

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 are established.
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, including re-classification
within property, plant and equipment.



I.TOTAL EQUITY

Parent Company Consolidated Group

2006 2005 2006 2005

$000 $000 $000 $000

Share capital 54,358 54814 54,358 54,814
Foreign currency reserve — — 2,895 (3,103)
Asset revaluation reserve 6,700 3,408 6,280 2,852
Minority interest - — 193 362
Retained earnings 219,092 197,956 198,054 182,214
280,150 256,178 261,780 237,139

Share Capital

51,562m ordinary shares of $| each 51,562 48,893 51,562 48,893
Uncalled capital (5) (12) (5) (12)
51,557 48,881 51,557 48,881

Redeemable Preference Shares 2,801 5933 2,801 5933
54,358 54,814 54,358 54,814

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 | December 2002. A dividend of 6% plus available imputation credits
will be paid on the anniversary of issue. Dividends are non-cumulative and subject to profitability of the PPCS Group.

2. PROPERTY, PLANT AND EQUIPMENT

2006 2005
Cost/  Accum. Book Cost/ Accum. Book
Valuation  Deprec. Value Valuation  Deprec. Value
Parent $000 $000 $000 $000 $000 $000
Freehold land (at valuation) 8911 - 8911 12,523 - 12,523
Freehold land (at cost) 14,740 1,663 13,077 14,227 [,281 12,946
Freehold buildings (at valuation) 51,435 13,885 37,550 53,286 9,345 43,941
Freehold buildings (at cost) 138,021 45,273 92,748 132,984 42,889 90,095
Plant and equipment 364,300 24081 | 123,489 353996 238519 |'15,477
Vehicles 9,657 8,049 1,608 9,790 7,738 2,052
Work in progress 4781 = 4781 18,723 = 18,723
591,845 309,681 282,164 595,529 299,772 295,757

Group
Freehold land (at valuation) 12,449 - 12,449 16,061 - 16,061
Freehold land (at cost) 14,936 1,663 13,273 14,423 1,280 13,143
Freehold buildings (at valuation) 71,026 14,643 56,383 71415 9,887 61,528
Freehold buildings (at cost) 144,482 47,862 96,620 |38,505 45,223 93,282
Plant and equipment 387,260 258997 128,263 387,579 267,339 120,240
Vehicles 11,322 9219 2,103 I'1,279 8,600 2,679
Work in progress 4,782 = 4,782 18,723 = 18,723
646,257 332,384 313,873 657,985 332,329 325,656

Freehold land (at cost) includes land improvements which are subject to depreciation. No interest has been capitalised to
property, plant and equipment (2005: 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 | September 2001.This resulted in a net increase in book value of $1.463m
(Parent), $1.463m (Group) in the 2002 year.

North Island land and buildings were recorded at Directors’ fair value, which utilised a valuation by Logan Stone Limited,
independent registered valuers, in July 2004. 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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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 3| AUGUST 2006 :

3. INVESTMENTS

Parent Company Consolidated Group
2006 2005 2006 2005
$000 $000 $000 $000
Shares in subsidiaries 87,910 87910 = =
Other investments [,468 | 468 [,468 | 468
89,378 89,378 1,468 1,468
Subsidiaries

Subsidiary companies included in the consolidated financial statements are: 2006 2005

Parent Company ~ PPCS Limited
Kiwi Fern Limited: S A Barnett (Director) 100% 100%
CFM Management Limited: S A Barnett 100% 100%
New Zealand Lamb Company Limited — UK: S A Barnett 100% 100%
Slink Skins (Canterbury) Limited: S A Barnett, KT Cooper 100% 100%
B. Brooks (Norwich) Limited: S A Barnett, KT Cooper 100% 100%
PPCS USA Inc: S A Barnett 100% 100%
PPCS (UK) Limited: S A Barnett, KT Cooper 100% 100%
Primary Producers Co-operative Society (France) EURL: KT Cooper 100% 100%
PPCS Superannuation Limited: S A Barnett, B E Creagh, M E McCormick, A S McElrea, R S McFarlane 100% 100%
Venison Rotorua Limited: KT Cooper 100% 100%
PPCS Investments Limited: S A Barnett, KT Cooper 100% 100%
Farm Enterprises (Otago) Limited: T B McNab, | | Bathgate, C D Scurr, R A Burnside 73.6% 73.6%
Global Technologies (NZ) Limited: S A Barnett, D F Hill, S A Staley, W H Cockerill 50.0% 50.0%
Richmond Group Holdings Limited: S A Barnett 100% 100%
Richmond Equities Limited: KT Cooper 100% 100%
Richmond Enterprises (1996) Limited: S A Barnett 100% 100%
Richmond (New Zealand) Singapore Pte Limited: S A Barnett, KT Cooper, L SYeow 100% 100%
Richmond Speciality Beef Importers Limited: S A Barnett 100% 100%
Richmond (Europe) NV: S A Barnett, KT Cooper 100% 100%
Richmond (Deutschland) GmbH: S A Barnett 100% 100%
Richmond New Zealand Limited: S A Barnett, KT Cooper 100% 100%
Richmond Lonsdale Limited: S A Barnett, KT Cooper 100% 100%
Waitotara Europe BV: S A Barnett, KT Cooper 100% 100%

All companies have a 31 August balance date.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
Limited. All of the subsidiaries are operating, except Supergrass Limited,Air Foods (NZ) Limited, CFM Management Limited
and Slink Skins (Canterbury) Limited. Venison Rotorua trading activities were transferred to PPCS Limited during the year.

All overseas subsidiaries are involved predominantly in the marketing of the Group’s products. Their balance date is 31 August.



4. INVESTMENTS IN ASSOCIATES

Carrying amount at start of year

Share of operating surplus — current year

Taxation

Surplus after taxation
Dividends from associates
Sales of investments

Exchange revaluations

Net movement — current period

Increase in Equity

Fair value adjustment

Investment acquired/ amalgamated during the year

Carrying amount at end of year

Percentage held at balance date

Australian Lamb Company Limited

New Zealand Lamb Company Incorporated

New Zealand Lamb Company Limited

New Zealand Lamb Company (North America) Limited
New Zealand Lamb Co-operative Incorporated

New Zealand Lamb Holdings Incorporated

Robotic Technologies Limited

StockCo Limited

All associates have a balance date of 3| August.

5. INVENTORIES

Finished product
Livestock

Consumables/Packaging

Total inventory

Parent Company

2006
$000

2,223

133
(500)

(367)

1,856

2005
$000

2,223
2,223

Parent Company

2006
$000

189,147
3,640
10,404

203,191

2005
$000

188,163
2,988
12,394

203,545

Consolidated Group

2006
$000

9,373

820
Q71)

549

(347)

(3.682)
367

G.113)
133

6,393

2006

22.0%
32.9%
32.9%
31.5%
32.9%
31.5%
50.0%

2005
$000

7,802

1732
(580)

1,152
(1,401)

©on

(340)
1,700
211

9,373

2005
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50.0%
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Consolidated Group

2006
$000

245,133
3,640
['1,155

259,928

2005
$000

242412
2,988
13,264

258,664
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6. SURPLUS BEFORE TAXATION

Note

After Charging:
Audit fees
Parent Company auditor
Other Group auditors
Bad debts written off
Depreciation
Land improvements
Buildings
Plant and equipment
Vehicles
Directors’ fees
New Zealand
Offshore
Funding costs
Interest paid
Forward points

Interest received

Fees paid to Parent Company auditor for other services
Taxation services
Other assurance services
Consulting services
Loss/(gain) on disposal of property, plant and equipment
Rental and leasing costs
Research and development costs
Amortisation of Bond issue costs

Foreign currency exchange losses

After Crediting:
Foreign currency exchange gains

Dividends received

Non-recurring items

Excess restructuring provision released

Gain on sale of property, plant and equipment
Gain on sale of associate

Closure costs

Parent Company

2006
$000

165

254

480
8,229
19,675
663

456

38782
(6,882)
(439)

31,461

224
75

(70)
3812
159
1,377
1,699

(309)

(672)
(19.367)
(3.150)
2362
(20,827)

2005
$000

196

10

469
5393
13,102
737

466

31,043
(9.949)
(2,474)

18,620

239

528
2,840
|78
[,OI'l

(6729)
(5037)

931)
(11,840)

(12,771)

Consolidated Group

2006
$000

361
10
324

480
8,743
20,759
832

463
68

39,146
(6,882)
(439)

31,825

244
75
23)
433
285
[,377
[,699

(309)

(672)
(19,367)

2362
(17,677)

2005
$000

361
9
289

469
6,968
19,033
1,055

473
70

33,647
(9.949)
(336)

23,362

239
6
532
3,363
202
[,104

(7,007)
(796)

(931
(11,840)

(12,771)



7. TAXATION
Parent Company Consolidated Group
2006 2005 2006 2005
$000 $000 $000 $000
Surplus before taxation 34,533 25351 29,070 21,032
Prima facie taxation at 33% [1,396 8,366 9,593 6,941
Add/(subtract) taxation effect of permanent differences (13,527) (7,774) (1'1,724) (5,626)
Income tax/(benefit) expense (2,131) 592 (2,131) 1,315
Income tax/(benefit) expense is represented by:
Current tax 262 592 388 [,315
Deferred tax (2,393) = (2,519) =
(2,131) 592 (2,131) 1,315
Deferred tax/(asset) liability
Balance at beginning of year (3,795) (1,472) (4,721) (4,193)
Transfer to/(from) Statement of Financial Performance (2,393) - (2,519) (550)
Transferred from Amalgamated Companies = (2,323) = 22
Balance at end of year (6,188) (3,795) (7,240) (4,721)
Income tax (receivable)/payable
Balance at beginning of year (3,685) (1,090) (4,586) (1,444)
Current year movement 3,455 (2,595) 4,175 (3,142)
Balance at end of year (230) (3,685) 411) (4,586)
Imputation Credit Account
Imputation credit account balances as at start of year 42,603 31,141
Imputation credits attaching to dividends received 392 49
Imputation credits transferred on amalgamation = 8317
Income tax payments during the year 36 3,435
Tax payments transferred to use of money interest (20) (339)
Income tax refund during the year (2,956) =
Available through direct shareholding in the Parent Company 40,055 42,603
Available through indirect shareholding in subsidiaries 222 493
40,277 43,096
8. SECURED LOANS
Parent Company Consolidated Group
2006 2005 2006 2005
$000 $000 $000 $000
Current 263,576 74,000 264,170 74,549
Non-current = 182,938 |,583 | 84,105
263,576 256,938 265,753 258,654

Security and repayment dates PPCS Limited loans are secured by way of debenture which continues until 30 November 2007.
The seasonal component is reviewable annually.

Secured Loans have been classified as current, as a result of the expiry of our funding facility in November 2006. Directors
and Management are working on the renewal of the facility and will ensure this is in place prior to the existing facility’s expiry.

Interest Rates The interest rates ranged from 0.921% to 8.605% (2005: 0.675% to 10.50%), with an average rate to 3| August
2006 of 7.34% (2005:7.57%).

Other loan facilities The Group has loan facilities of $16.335m (2005: $5.79m) which are not utilised at 3| August 2006.

Repricing Parent Company and Group current and non current loan interest rates range from 1.31% to 9.70%.
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9. BONDS

In April/May 2004 PPCS Limited issued $75 million of bonds having an interest rate of 9.75%, and in November/December
2004 $50 million of bonds having an interest rate of 9.00%.The bonds mature on |5 July 2007 and 15 March 2009 respectively.

These bonds rank equally, immediately behind a security interest in favour of Senior Lenders and certain other prior ranking
security interests. The costs associated with the bonds will be amortised over their lives. An unamortised balance at 3| August
2006 of $1.439m (2005: $2.605m) in respect of bond issue costs has been offset against the face value of these bonds.

PPCS intends to commence a refinancing of its July 2007 $75 million Secured Bonds (PPCO010) in November 2006 to better
align the timing of bond maturities with its full year financial statements on which our Prospectus and Investment Statement
will be based. A Prospectus and Investment Statement will be available in November and the Bonds will be issued during
November and December.

10. BANK OVERDRAFT

The Parent Company has an overdraft facility of $9.5m (2005: $10.0m). The overdraft is secured by a fixed and floating charge
over the PPCS Group’s assets. Interest rates during the year ranged between 8.9% and 9.6%. B.Brooks (Norwich) Limited has
an overdraft facility of GBP $1.5m (2005: GBP $1.5m) and PPCS France has an overdraft facility of Euro $0.5m (2005: Euro
$0.5m).

I'1. RESTRUCTURING PROVISION

Parent Company Consolidated Group

2006 2005 2006 2005

$000 $000 $000 $000

Opening balance 3,338 | 1,555 3,338 | 1,555
Excess provision released (672) (931) (672) (931)
Amount utilised during year (2,666) (7,236) (2,666) (7,236)
Closing balance — 3,388 - 3,388

*The provision is for restructuring costs relating to integrating the Group’s activities.

2. RECONCILIATION OF NET OPERATING CASH FLOWS TO TAX PAID GROUP SURPLUS

Parent Company Consolidated Group
2006 2005 2006 2005
$000 $000 $000 $000
Tax Paid Surplus 36,664 24,759 31,201 19,717
Non-Cash Adjustments:
Movement in tax balance [,160 (2,310) 1,962 (3,669)
Release of Restructuring Provision (672) (931 (672) (931)
Net (gain)/loss on sale of investments,
property, plant and equipment (19,297) (I'1,313) (19,344) (I'1,313)
Depreciation 29,047 19,701 30814 27,525
Gain/(loss) on foreign currency balances — ©) — 307
Share of associate income = = (549) (1,732)
Non cash associate dividend 216 = 216 =
Gain on sale of associate (3,150) — — -
Amortisation of bonds |,377 |01l [,377 [,104
FX movement in cash 53 - (136) -
45,398 30,908 44,869 31,008
Working Capital Adjustments:
(Increase)/decrease trade receivables (20,255) 17,328 (25,888) 10,013
(Increase)/decrease inventory 353 2,581 780 (38,891)
Increase/(decrease) accounts payable 4991 18,308 15,454 17,403
(14,911) 38,217 (9,654) (11,475)
Net Cash Inflow from Operating Activities 30,487 69,125 35,215 19,533



3. 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 Parent $ 2.53Im (2005: $1.45Im) Group $ 3.668m (2005: $2.988m)
Accounts receivable Parent $ 121.989m (2005: $89.385m) Group $ 169.116m (2005: $134.050m)
Other investments and associates  Parent $  3.324m (2005: $3.68Im) Group$ 7.86Im (2005: $10.83Im)
Foreign exchange contracts Parent $ 105.589m (2005: $103.894m) Group $ 105.589m (2005: $103.894m)

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 Parent Company and Group do not have any concentrations of credit risk.

Currency Risk The Group has exposure to foreign exchange risk as a result of transactions denominated in foreign currencies
arising from normal trading activities. Where exposures are certain, or able to be forecast with reasonable accuracy, it is the
Group’s policy to hedge these risks as they arise. The Group uses foreign exchange contracts to manage these exposures.

Foreign Exchange Contracts At balance date the Group and Parent had entered into foreign exchange contracts maturing after
balance date to the equivalent of: Group $105.589m (2005: $103.894m) and Parent $105.589m (2005: $103.894m).

Interest Rate Risk The Group has current secured loans. The current interest rate on this debt ranges between 1.308% and
8.53% (2005:0.675% and 10.50%).The interest rates are subject to review under normal commercial terms. Interest rate swaps
have not been used to manage interest rate risk.

Re pricing Analysis The following table identifies the periods in which the financial instruments, that are subject to interest rate
risk, re-price:

As at 31 August 2006 6 mths between  between  between greater

Effective Total orless 6 — |2mths I —2yrs 2 —5yrs than 5yrs
Liabilities Interest rate $000 NzD $000 NZD $000 NzD $000 NzD $000 NzD $000
NZ Bank overdraft 9.10% NZD 5,655 5,655 = = = =
NZ Bank Loan 8.49% NZD 78,218 78218 - - - -
USD Bank Loan 6.37% UsD 67,000 102,228 - - - -
EUR Bank Loan 4.06% EUR 37,900 74,065 = = = =
JPY Bank Loan [.31% JPY 696,480 9,065 = = = =
Bond Issue PPCS 010 9.75% NZD 74451 74,451 = = = =
Bond Issue PPCS 020 9.00% NZD 49,321 = = = 49,321 =
Total Liabilities — Parent Company 343,682 — — 49,321 —
GBP Bank overdraft 5.75% GBP 593 1,722 = = = =
NZD loan 9.70% NZD 2,176 593 = = 1,583 =
Total Liabilities — Group 345,997 - - 50,904 -

Parent Company liabilities net of cash are $390.472m and Group liabilities net of cash are $393.233m

As at 31 August 2005 6 mths between  between  between greater

Effective Total or less 6 — 12mths | —2yrs 2 — Syrs than Syrs
Liabilities Interest rate $000 NzD $000 NZD $000 NzD $000 NzD $000 NzD $000
NZ Bank overdraft 8.90% NZD 905 905 — — — —
NZ Bank Loan 7.75% NZD 118,000 74,000 - 44,000 - -
USD Bank Loan 4.28% UsD 67,000 - - 95,84 | - -
EUR Bank Loan 2.98% EUR 19,300 - - 34,033 - -
JPY Bank Loan 0.93% JPY 696,480 - - 9,064 - -
Bond Issue PPCS 010 9.75% NZD 73,446 - - 73,446 - -
Bond Issue PPCS 020 9.00% NZD 48,949 - - - 48,949 -
Total Liabilities — Parent Company 74,905 - 256,384 48,949 -
GBP bank overdraft 6.75% GBP 795 2,064 = = = =
NZD loan 8.95% NZD 1,718 549 - - [,167 -
Total Liabilities — Group 77,518 - 256,384 50,116 -

Parent Company liabilities net of cash are $378.787m and Group liabilities net of cash are $381.030m
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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,amounts 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. The fair value
is $4.109m (spot to market differential) (2005: $0.409m).
Unhedged foreign currency items

At balance date the Group had unhedged foreign currency monetary assets/(liabilities) totalling, EURO $0.759m, USD $0.482m,
GBP ($1.633m), SgD $0.073m and CAD $0.117m, AUD $0.020m and Yen $0.01 Im (2005: EURO $6.569m, USD $17.314m,
GBP $18.288m, SgD $4.279m, CAD $2.087m).

[4. DISTRIBUTIONS

Parent Company Consolidated Group

2006 2005 2006 2005

$000 $000 $000 $000

Total distributions ['1,885 14,296 11,885 14,296
Share allocations (3,679) (6,308) (3,679) (6,308)
Distributions paid or payable in cash 8,206 7,988 8,206 7,988

I5. CONTINGENCIES

Discounted bills of exchange for the Group and Parent as at 31 August 2006 were $31.933m (2005: $36.247m). Subsequent
to balance date $28.301m (2005: $32.134m) of cash has been received, leaving remaining discounted bills of $3.632m (2005:
$4.113m) for the Group and Parent as at the date of these financial statements.

There are no Parent Company bank guarantees. At 3| August 2005, B.Brooks (Norwich) Limited had an outstanding bank
guarantee of GBP $0.010m.

6. CAPITAL COMMITMENTS

Capital commitments for the Group of $7.038m and the Parent Company of $7.038m are outstanding at balance date
(2005: Group $2.450m and Parent: $2.450m).

|7. RELATED PARTY TRANSACTIONS
The Parent Company undertakes arms’ length sales transactions with its subsidiaries in the normal course of business.

With the exception of R ] Somerville, 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.

The parent company has advanced $0.8m to Robotic Technologies Limited, an associate company.

8. 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 customers sourced from New Zealand total $1,560m (2005: $1,566m) and by offshore subsidiaries total
$468m (2005: $463m).

Transactions between New Zealand and offshore subsidiaries total $35Im (2005: $341m).These sales are at market price,
payable on normal commercial terms and conditions.

The results for New Zealand are $28.9m (2005: $18.3m) and offshore subsidiaries $2.3m (2005: $|.4m).

Total assets employed in each segment are as follows: New Zealand $633m (2005: $592m) and offshore subsidiaries $129m
(2005: $150m).

Inter-segment assets eliminated in the Group financial statements totalled $145m (2005: $6 | m).



9. LEASE COMMITMENTS

Parent Company Consolidated Group

2006 2005 2006 2005

$000 $000 $000 $000

Less than one year 3,270 |,.876 3,296 2013
Between one and two years 2,747 1,211 2,773 1,308
Between two and five years 8,108 |,963 8,149 2,002
Over five years 3,117 400 3,117 400
Total Operating Lease Commitments 17,242 5,450 17,335 5,723

There were no finance leases as at 31 August 2006 (2005: nil).

20. SUBSEQUENT EVENTS

There have been no significant events subsequent to balance date.

21. IMPACT OF ADOPTING NEW ZEALAND EQUIVALENTS TO INTERNATIONAL
FINANCIAL REPORTING STANDARDS

Adoption of New Zealand equivalents to International Financial Reporting Standards (“NZ IFRS”) may result in changes to
accounting policies which will have an impact on the reported financial position and financial performance of the Group.

The Group currently intends adopting NZ IFRS in the year ended 3| August 2008, with restated comparative financial statements
for the year ended 31 August 2007 and an opening balance sheet as at | September 2006.

An exercise to assess the initial key impacts of transition to NZ IFRS has commenced. Key areas of impact identified include
the following:

~ classification of members’ shares as debt

~ accounting for derivatives and other financial instruments

~ deferred taxation on revalued assets

~ ACC partnership programme

~ employee benefits

~ property, plant and equipment revaluations

~ additional presentation and disclosure.

At this time the impact upon the financial statements cannot be reliably estimated.

The impact of adopting NZ IFRS may be significant and may differ from the areas outlined above.

22. ACQUISITION OF SUBSIDIARY
Effective 29 July 2005 PPCS purchased the remaining 81% of Venison Rotorua Limited, bringing its holding to 100%.

Fair value of net assets of Venison Rotorua Limited comprises:
Venison Rotorua Limited

29 July 2005

$000

Property, plant and equipment 1,909
Inventories 211
Receivables [,107
Investments and deferred tax 32
Payables (796)
Short term bank borrowings 57
Capital and convertible notes (2,200)
Consideration paid 320

23. AMALGAMATION OF GROUP COMPANIES

Effective 31 January 2005, the following companies were amalgamated with the Parent Company: Richmond Limited, Waitotara
Meat Company Limited, Waitotara Meat Marketing Company Limited, Gourmet Direct Limited, Supergrass Limited, Hawkes
Bay Meat Holdings Limited, Hawkes Bay Meat Limited and Air Foods (NZ) Limited.
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i” ERNST & YO UNG B Chartered Accountants

To the Shareholders of PPCS Limited

We have audited the financial statements on pages 16 to 31.The financial statements provide information about the past
financial performance of the company and group and their financial position as at 3| August 2006.This information is stated
in accordance with the accounting policies set out on pages 20 to 22.

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 3|
August 2006 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 to the Parent Company and Group.
Unqualified Opinion

We have obtained all the information and explanations we have required.
In our opinion:

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

~ the financial statements on pages 16 to 31:
~ 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 3| August 2006 and their
financial performance and cash flows for the year ended on that date.

Our audit was completed on 30 October 2006 and our unqualified opinion is expressed as at that date.

Christchurch
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NOTICE IS HEREBY GIVEN that the Annual Meeting of shareholders of
PPCS Ltd will be held in The Conference Room, Dunedin Public Art Gallery,

30 The Octagon, Dunedin, on Friday |5 December 2006, commencing at | [.00am.

BUSINESS

a Chairman’s Introduction.
b Addresses to Shareholders.

c Financial Statements: to receive PPCS’ financial statements for the period to 3| August 2006, and the auditor’s report
on these financial statements.

d Directors’ Elections: to declare the directors for the South Waitaki and North Waitaki.
e Resolutions: To consider; and if thought fit, to pass the following ordinary resolution:
~ That the directors are authorised to fix the auditor’s remuneration.

f Other business: any other buseinss which may properly be bought forward.

VOTING

Only current suppliers are entitled to vote. A current supplier for the purposes of this Annual Meeting is a shareholder who
has supplied stock to PPCS since | October 2005 under PPCS’ rebate system.

A current supplier may vote in person, by proxy or by postal vote.

PROXIES

Any shareholder entitled to vote at the Annual Meeting may vote by proxy.

A proxy form is enclosed, at the back of this Annual Report, which must be signed by the shareholder or the shareholder’s
attorney duly authorised in writing or, if the appointor is a corporation, either under seal or under the hand of an officer or

attorney duly authorised.Where these are joint shareholders entitled to vote the proxy must be signed by a majority of the
joint owners.A proxy need not be a PPCS shareholder.

The completed proxy form must be received at PPCS Limited, 218 George Street, PO Box 941, Dunedin, by | [.00am on
I3 December 2006.

Dated the 30 October 2006
By order of the Board

R L Bryant
Secretary to the Board
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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 |5 December 2006 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.

In Favour  Against

BUSINESS
To authorise the directors to fix the auditor’s remuneration. O O
Signed this day of 2006

Signature/s

In the Presence of

Signature of Witness

Occupation

Address

NOTES

I. Proxy votes and proxies must be received at PPCS Limited, 218 George Street, Dunedin by | lam on |3 December 2006.

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. Where there are joint owners, a majority of the joint owners must sign the form.

4. Clause 9.1 of the Constitution of the Company provides that only “Current Suppliers” shall be entitled to vote.A “Current Supplier”
for the purposes of this Annual Meeting is a shareholder who has supplied stock to PPCS since | October 2005 under PPCS’ Rebate
system.

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

WYOd AXOYd
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