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ANNUAL MEETING AND
DIRECTOR ELECTIONS

The 2007 Annual Meeting of PPCS Limited
shareholders will be held on Friday 29 February
2008.

The Notice of Annual Meeting and Shareholder
 Voting / Proxy Form will be provided separately
to shareholders.

Nominations for PPCS directors will close on
17 January 2008. Nomination forms will be
available from 1 December 2007.



Our mission is simple – 

TO CONNECT OUR FARMER PARTNERS AND

INTERNATIONAL CUSTOMERS THROUGH

WORLD QUALITY BRANDS.





> Launch of new procurement plan

> Forward supply agreements offered for lamb, beef and venison

> Operating cashflow $78 million stronger than the previous year

> Total borrowings reduced by $57 million

> Interest paid decreased from $32 million to $25 million

> Shareholders’ Equity improved from 34% to 37%

> Debt to equity improved from 191% to 170%

> Capital expenditure $27 million

> Reconfiguration of UK operations

> Consolidation of North American lamb marketing into the NZ Lamb Company

> Joint commissioning of analysis into future options for the meat industry

> Gaining of resource consents for Finegand effluent plant and for transition to

land-based discharge at Pareora processing facility

> Supplier Investment Shares purchased for 90 cents to 31 August 2007 credited

as fully paid (to $1.00) at the end of October 2007

> $4 million funding from the Foundation for Research Science and Technology for

joint venture Robotic Technologies Limited to fast track commercialisation of

automated lamb processing.

highlights

FOR THE YEAR ENDED 31 AUGUST 2007
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chairman aND CEO review

The past year has been challenging for both the company and
our shareholder-partners. We acknowledge your continued
support.

We require the skills of a diverse range of around 9,000 employees
including livestock representatives, processing workers and
professional managers. The commitment from PPCS’ employees
is exceptional and appreciated, particularly in the difficult trading
conditions we have experienced over the past twelve months.
We thank you all for your contribution.

Your Board and management team are focused on making the
changes necessary to overcome the near-term challenges currently
facing the New Zealand meat industry so we are well positioned
to take advantage of the positive trends emerging in global demand
for meat.

The company has embarked on a significant change process
evolving from a comprehensive strategic review coupled with
significant governance and management changes over the past
two years with a new Chairman, Chief Executive and four
new directors. These changes will place PPCS in a strong
position to meet the challenges of the meat industry in the
forthcoming years.

RESULTS
This year will go down as a difficult one for both PPCS and the
wider industry in terms of profitability.

PPCS reported an audited net loss before tax of $40.8 million.
Earnings Before Interest, Tax, Depreciation and Amortisation
(EBITDA) of $14.6 million for the year ended 31 August 2007.
Earnings Before Interest and Tax (EBIT) for the year were a deficit
of $13.7 million.

The two main factors which impacted on the result were the
persistently strong New Zealand dollar coupled with global
pressure on the returns on a wide range of PPCS export products.
The resulting lower returns were not adequately reflected in
payments made to suppliers and therefore impacted on company
profitability.

While we had achieved an improvement in performance for the
first six months of the year, difficult operating conditions prevailed
in the second half of the year, affecting what traditionally is a
period of higher profitability. Throughout the 12-month period,
a continued focus on inventory management and cost-control
has seen a reduction in inventory funding costs and operating
expenses.

The underlying financial position of PPCS is sound and improving.
The year under review has generated a positive cashflow, lower
debt and an increased shareholders’ equity ratio. For the year
ended 31 August 2007:
~ Operating cashflow was $78 million stronger than the

previous year

~ Total borrowings were reduced by $57 million

~ Interest paid decreased from $32 million to $25 million

~ Shareholders’ Equity improved from 34% to 37%

~ Debt to equity improved from 191% to 170%

~ Stock and debtors was $309 million against bank debt of
$208 million

~ Inventories reduced from $260 million to $200 million

~ Capital expenditure was $27 million

~ Repairs and maintenance expenditure was $46 million.

These results reinforce that, while profitability needs to improve,
the trend on these key financial performance indicators is positive.

The focus of PPCS must be to take New Zealand farmers’ product to the global

marketplace. We seek to maximise farmer returns on a sustainable basis for both current

and future generations of farmers and PPCS shareholders.

REESE HART
Chairman

KEITH COOPER
Chief Executive Officer
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SHAREHOLDERS’ EQUITY
In November 2006, PPCS launched its Supplier Investment Shares
to give all suppliers ownership in PPCS and to ensure all suppliers
contribute to PPCS’ infrastructure, in much the same way as
other co-operatives operate. The medium term objective is to
increase shareholder-issued capital to levels more appropriate to
the size of PPCS’ business.

As a result, Shareholders’ Equity has already improved from
34% to 37% with shareholder-issued capital at $65 million,
up from $54 million immediately prior to the launch of the
Supplier Investment Shares. The capital requirement of PPCS
compared to many other co-operatives and in relation to
the value of individual supplier’s transactions with PPCS is
comparatively modest.

EARNINGS TO INTEREST MEASURE
During the financial year, PPCS did not achieve its banking earnings
over interest coverage ratio at 31 May 2007 and its banking and
bond earnings over interest coverage ratios at 31 August. The
required coverage ratios are EBIT at 1.5 times interest costs and
EBITDA at 1.75 times interest costs. Given the company’s low
profitability levels arising from difficult trading conditions and high
exchange rates these covenant measures were not achieved.

For both measurement periods, PPCS received a waiver from its
banks and consequently a waiver from the Bond Trustee on its
PPC020 and PPC030 bonds. We expect that in the near term
further earnings over interest coverage breaches are likely as the
calculation is based on the previous 12 months’ performance.
Subsequent to balance date, as a result of renewing our seasonal
funding to November 2008, we have been provided bank waivers
until 31 August 2008 in the event the earnings over interest
measures are not met.

However, as outlined in this report, we expect that the positive
trend of ongoing debt reduction and further improvements in
performance to continue as the company implements its strategic
change programme.

DIVIDENDS
The Board has resolved that Supplier Investment Shares purchased
for 90 cents during the 2007 season was credited as fully paid
(to $1.00) on 31 October 2007. The fully imputed share dividend
of 10 cents represents an effective 11.1% return on the 90 cent
issue price.

In recognition of PPCS’ current profitability, no cash dividend will
be paid on the Supplier Investment Shares that were fully paid
up as at 31 August 2007.

REBATES
For the period 1 September to 31 December 2006, the Board
resolved to pay rebates on venison and bobby calves to suppliers
who chose the schedule rebate option. No rebates were payable
on lamb, beef and mutton for that period as the market returns
for these species were fully reflected in the payment made for
livestock at the time of slaughter.

The Board resolved not to pay a year-end rebate for the period
1 January to 31 August 2007.

INTERNATIONAL FINANCIAL REPORTING STANDARDS
PPCS intends to adopt the New Zealand equivalents to
International Financial Reporting Standards (NZIFRS) with
effect from 1 September 2007. The next set of results for the
six months ending 28 February 2008 will therefore be reported
under NZIFRS.

The main changes that will result from the new financial reporting
standards relate to the rules by which certain assets and liabilities
are recognised. These are changes in accounting definitions and
will not change the economic value of the company or the cash
flows it generates.

As described in the Notes to the Financial Statements the
most significant impacts on the company’s financial statements
relate to:

~ the reclassification of members’ shares as debt

~ the recognition of derivatives and other financial instruments

~ the change in calculation of deferred taxation on revalued
assets, and

~ additional presentation and disclosure requirements.

STRATEGY
The current result underscores the importance of the strategic
initiatives the Board is undertaking to reduce costs and make
ongoing improvements in performance.

During the year, PPCS and New Zealand’s other farmer-owned
co-operative, Alliance Group, jointly commissioned
PricewaterhouseCoopers to perform an analysis. Your Board
concluded the case for a merger with Alliance Group was
compelling. Regrettably, Alliance Group declined to support a
merger at this time. In the absence of a current proposal to
advance, PPCS will continue to progress its own strategic initiatives
and advocate for sector change for the long-term benefit of
the industry.

The Board’s focus for PPCS is on reducing debt, improving shareholders’ equity, exiting

non-performing and non-core assets and seeking further opportunities to enhance

sustainable returns from quality red meat export.
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The Board’s focus is on returning the company to its traditional
profitability, reducing debt, improving shareholders’ equity, exiting
non-performing and non-core assets and seeking further
opportunities to enhance sustainable returns from quality red
meat export.

In the past 12 months that has included:

~ Launch of a new procurement plan

~ Reconfiguration of our UK operations

~ Consolidation of our North American lamb marketing in the
NZ Lamb Companies

~ Restructure of our Stortford smallgoods business

~ Investment in a joint industry project into new opportunities
for lamb exports into emerging markets.

In the coming 12 months we will be making further substantive
changes throughout the business with the goal of delivering a
much improved business model and a more robust balance sheet
for the year ending August 2008.

While we are unable to provide specifics for commercial reasons,
our focus will be on plant rationalisation and consolidation so
our processing capacity is aligned to the current national livestock
supply profile and further substantive advancements in our
procurement plan model.

Food production is our core business. PPCS will continue its
strategic review started in 2007 and where appropriate exit from
non-core businesses and non-core assets and evaluate joint
venture opportunities for non-core functions.

OFFSHORE OPERATIONS
During the year, PPCS has made changes in its offshore marketing
operations to reflect current consumer trends and to both

consolidate and leverage our marketing activity. This review
reflected our strategic decision to exit any asset or strategy that
was not cost-effective or did not achieve a return in excess of
the operating cost. That discipline ensures we remain competitive
in the short-term, while the full potential of our longer term
strategic initiatives is being realised.

We have consolidated all of our lamb supply into the United
States and Canada via the New Zealand Lamb Companies.
This will see PPCS increasing its supply of lamb and mutton via
the consortium in line with our 31.5 percent shareholding and
as a result increasing PPCS’ total exports into the North American
market.

PPCS has also reconfigured its United Kingdom frozen processing
facility to reflect the increasing preference for chilled rather than
frozen lamb. Since PPCS took full ownership of Brooks of Norwich
in 1998, the major UK retailers consolidated the packing of chilled
meat with a small number of large multi-species operators, forcing
operations such as Brooks from the chilled supply chain. As a
result, Brooks reverted to being a frozen-only processing facility.

PPCS sold the Brooks plant in June 2007 (subject to contract),
leasing back part of the plant required to pack the small variety
of frozen products which for logistical or presentational reasons
are unable to be retail-packed at source in New Zealand. PPCS
continues to supply chilled product to the UK which complements
domestic supply to provide year-round availability of lamb for the
UK consumer.

In addition, PPCS has closed its France marketing office, devolving
its functions to corporate marketing in New Zealand. This change
resulted from a cost structure of maintaining our presence in
France that was not justified on economic grounds.

PPCS Annual Report 2007
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TYPICAL EXAMPLE OF WEIGHT PURCHASED

AND WEIGHT SOLD FOR 17 KG LAMB
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PROCUREMENT
In May 2007, PPCS launched a new procurement plan to improve
the range of options available to our farmer-suppliers and introduce
greater efficiency in the supply chain.

The plan is based on six key principles:

1. A transparent pricing structure across our total supply base

2. Supply to specifications on grades and quality

3. Volume quality supply premiums which acknowledge the
benefits of volume quality supply to the co-operative

4. A season commitment incentive to recognise supply committed
in advance

5. Guaranteed processing space – providing certainty to suppliers
and the company on processing space allocation and weekly
price

6. Direct PPCS-supplier procurement – removing differential
pricing between livestock dealers and farmer-suppliers.

Since launching the plan we have put these principles into action
with several new products. These include forward supply
agreements for lamb, beef and venison supplied to market
specifications which give forward certainty on price; a Silver Fern
Prime Quality Beef Premium on high quality prime beef supplied
to precise specifications; guaranteed space allocation for existing
suppliers plus new livestock financing options.

PPCS Livestock Finance gives suppliers flexibility at time of
purchase while securing supply to specified grade criteria for the
company. PPCS Livestock Finance complements our existing
Lambplan and newly introduced Beefplan finishing programmes.
Under Lambplan and Beefplan, PPCS purchases livestock from
breeders and places them with finishers until they reach optimum
weights – maximising returns for suppliers while providing security
of supply for the company.

We will continue to develop our procurement pricing model
with a focus on delivering supply options that give suppliers
certainty and reward the production of quality livestock. We see
no reason why longer-range pricing models cannot be developed

that deliver sustainable returns to suppliers and enable PPCS to
develop markets based upon certainty of supply.

While PPCS is contributing to supply-chain efficiency of the meat
sector with these initiatives, we believe that farmers and other
meat processors must change existing practices if farmers are to
be able to realise the full potential of the market returns for their
livestock.

Currently livestock procurement is subject to volatility in seasonal
pricing and uncertainty of supply profile. The export meat industry
will continue to be significantly constrained by the inherent
weakness of a supply chain where the bulk of livestock is confirmed
on a week-to-week basis for marketing programmes planned on
a 12-18 month basis.

The daily procurement focus requires a disproportionate amount
of our time, energy and resources to be placed in procuring
livestock versus developing and implementing strategies to
maximise returns from the marketplace. The industry would
benefit as a whole from a committed supply base for at least
12 months, with a supply base that acted as a partner to its
processor/exporter in terms of delivery profile and quality
attributes.

Such a change in supply chain will also force processors to size
their infrastructure in relation to their committed supply base.
This in itself will not deliver improved returns overnight, however
it will remove the industry focus on procurement and throughput
and encourage behaviours which focus on the marketplace.
Greater supply commitment could even facilitate a more
consolidated marketing model globally, one which avoids the
present situation where companies compete aggressively for
livestock to minimise processing costs.

Farmers will need to support further change in procurement
practices if we are to capture the full benefit of the opportunities
to enhance marketplace returns internationally.

PPCS acknowledges real change will depend on a sector-wide
approach driven by farmer-suppliers and involving all industry
participants.

TYPICAL COST COMPONENTS OF NZ LAMB PRODUCED FOR

RETAIL MARKET (CHILLED AND FROZEN)

35%

16%

28%

15%
4% 2%

Retail margin In-market costs

Import costs Sea-freight & transport to NZ port

Processing & procurement Farmer

6.90 kg

6.25 kg

3.85 kg

 Further processed cuts
(e.g. shoulder, flap)

 Bones and waste

 Retail cuts (e.g. leg and loin)
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INDUSTRY POSITION

PPCS’ leadership role within the industry extends to active
participation in activities which assist the ongoing development
of the industry and ensure the company’s and our shareholders’
interests are adequately represented. That involves a significant
staff commitment to a range of sector bodies and industry-good
activities. These include:

~ Meat Industry Association and its Halal Co-ordinating
Committee, ad hoc Strategic Steering Committee, E-Cert
Committee and Cost Recovery Consultation Group

~ Meat & Wool New Zealand’s Meat Promotion Group and the
mentor group administering the MIRINZ Inc research and
development fund

~ Deer Industry New Zealand and Deer Industry Association

~ Deer Research Board managing Deer Industry New Zealand
research funds

~ National Animal Identification and Tracing project

~ New Zealand Industry Training Organisation

~ Meat Industry Superannuation Scheme

~ New Zealand Food Safety Authority (NZFSA) – Laboratory
Approval System Committee, plus

~ Submissions on various matters such as food safety and
environmental regulations.

PPCS believes gains can be made by having a single representative
body for the New Zealand red meat sector to overcome the
current industry fragmentation. We envisage a single entity
embracing producers, processors and exporters that would
provide a cohesive voice for industry at the political and market-
access level and be capable of effective, co-ordinated action.

Similarly, we advocate a pan-industry approach to research and
development to maximise sector innovation. We see there is
significant competitive advantage to be gained in leveraging
research effort across the country’s second largest export product
sector.

MARKET OUTLOOK
The longer term outlook for red meat is increasingly positive as
the global supply and demand balance tightens. The middle classes
outside the United States are expected to double by 2020, with
many more affluent consumers in emerging markets such as India,
China and Eastern Europe.

On the supply side, we are witnessing a world-wide decline in
the land available for agriculture as urbanisation increases. The
European sheep flock is declining as subsidies are phased out,
plus biofuel cropping is pushing up grain prices – making competing
grain-fed proteins more expensive to produce.

New Zealand meat producers are well-positioned to benefit from
these emerging trends with our pasture-based production systems
and a reputation for high standards in food quality and safety.

Lamb
After disappointing returns in the past years, it is pleasing to see
in-market prices start to firm and a more positive outlook return
for New Zealand’s premium lamb production. The outlook for
the 2007/08 season is more positive than last season with
favourable forward price indications.

We continue to see a global trend towards retail-ready portion-
controlled packs, which we continue to develop with customers.
This trend will progressively see demand for the traditional whole
lamb leg diminish which will also take the industry’s reliance away
from a few key markets that take a bulk of New Zealand’s whole
lamb legs. If this prediction is correct, then demand for heavier
lambs will increase as larger legs are required for breaking down
into portioned-controlled units.

Longer term, PPCS is contributing to a joint industry initiative
to identify new opportunities for lamb in key non-quota markets
alongside the other main New Zealand meat exporters and
Meat and Wool New Zealand.

UK MEAT CONSUMPTION

92%

2%

All other meat consumed in UK

All non-New Zealand lamb consumed in UK

New Zealand lamb consumed in UK

6%

NORTH AMERICA MEAT CONSUMPTION

66%

1%33%

All other meat consumed in North America

All non-New Zealand beef consumed in North America

New Zealand beef consumed in North America

PPCS Annual Report 2007
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Beef
New Zealand is well-positioned to benefit from strong future
demand for beef. International beef prices are well-supported by
increasing grain costs and diminishing land available for the
production of grain-fed beef – driven in large measure by conversion
to bio-fuel production. As a producer of natural, grass-fed beef,
New Zealand is well-positioned to benefit from any resulting
upward trend for beef prices, particularly from premium beef.

The supply chain for the beef industry is a concern with the
emphasis on milking genetics within the dairy herd and the
current cost escalation for raising those progeny suitable for
meat production.

New Zealand beef has an excellent reputation globally and is a
widely used ingredient in the food service and manufacturing
sectors. However, as New Zealand exports account for less than
one percent of global beef production (see graph above) this
country’s returns will be impacted by prices set by the large
global producers.

Venison
The shortfall in venison production in 2007 is expected to continue
into next year as deer numbers fall to around 500,000 from a
peak of 770,000 in 2005. That short supply should maintain
upwards pressure on price as demand remains strong in markets
which had grown to accommodate higher import volumes.

We expect the six months to November 2007 will be remembered
as an aggressive transition period in managing market demand in
the face of lower supply and lower levels of production combined
with a number of new entrants to the processing/exporting
sector. It is somewhat ironic that while calls are being made
for consolidation within the sheepmeat marketing sector on the
basis of ‘less is better’, farmers have demonstrated they will very
quickly support an increase in the number of operators in the
venison processing/exporting sector.

In-market prices have now exceeded previous highs and we
must watch that the industry supply chain structure does not
facilitate overpricing the product to the end-user. Currently,
venison product is being consumed as produced which is
encouraging. However, if this reverts to product going to store
due to price resistance from the market, there is a risk of history
repeating itself.

The New Zealand deer industry has a choice in how it manages
this supply/demand balance to avoid returning to the volatility
of market returns of prior years. The eventual outcome will be
determined by the collective actions of deer farmers and venison
exporters. We urge deer farmers to support companies such
as PPCS which have made a long-term investment in the
New Zealand deer industry and international markets in both
weak and strong markets.

Co-products
PPCS markets a diverse range of co-products in addition to quality
meat including pelts, hides, wool, meat and bone meal, tallow,
blood and a range of pharmaceutical items.

The outlook for the cattle hides market is stable. There is
demand for use in quality leather products (particularly handbags)
and leather components in cars. There is further potential in
emerging economies as demand for footwear increases as
disposable income increases.

The pelts market is looking more positive, having been depressed
with weak global demand. There is strong new season demand
for pickled pelts and for wet salted skins (for products requiring
the wool left on the pelt). The price of domestic skins in China
has increased which is making imported skins more attractive.

The increased global demand for biofuels is improving prices for
all biofuel feedstocks including tallow. Therefore, while our tallow
does not currently go into biofuel supply, we nonetheless benefit
from the resulting 20-year highs in tallow prices.
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FOR THE YEAR ENDED 31 AUGUST 2007
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PPCS is currently developing a new $7.5 million bio-fuel boiler at our Finegand
processing facility in a joint venture with Meridian Energy business unit Energy for
Industry. The boiler, being built by Eaststeel, is a bubbling fluidised bed design, the
first of its type to be used in a New Zealand meatworks.

The new boiler will use sludge fromthe processing facility’s wastewater treatment
plant and woodwaste material from nearby forests as fuel, running on a ratio of
about 60% woodwaste and 40% sludge.  The boiler will be able to burn around 80%
of the effluent solids produced at Finegand, with the resulting steam used on site –
reducing the amount of coal required to produce steam.

Exhaust gases from the boiler will pass through a bag filter, reducing particulate
emissions well below the levels needed to meet National Environmental Standards.

Initiatives such as this are part of PPCS’ commitment to environmental improvement
and help reduce our carbon foot-print. That will become increasingly important as
New Zealand, and our international markets, move towards a low-carbon future.

BIOFUEL BOILER
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Environmental
PPCS is committed to ongoing environmental improvement.
Our key environmental focus is on the responsible management
of effluent discharge from our processing plants. Significant
milestones were achieved in gaining 10-year resource consents
for transition to land-based discharge at our Pareora processing
facility and for wastewater and air discharges at Finegand required
for the effluent plant upgrade and compost operation. In the
year ended 31 August 2007, $7.6 million was spent on the
construction of these new effluent treatment facilities at Finegand.
We made further environmental investments in a new $1 million
treatment system to meet waste agreement criteria at our
Napier Leathers plant and a further $1 million for new anaerobic
/ aerobic ponds at our Dargaville plant. At our major Finegand
plant in Balclutha, work commenced on a new bio-fuel boiler.
When it is commissioned in mid-2008, the boiler will provide
energy efficiency gains plus dispose of unwanted waste in a
more environmentally-friendly way reducing the use of coal as
fuel source.

Greenhouse Gas Emissions
Greenhouse gas emissions are becoming an increasingly important
global issue. The New Zealand Government has recently announced
its intention to establish a carbon Emissions Trading System to
assist New Zealand in meeting its obligations under the Kyoto
Protocol. The pastoral agriculture sector will enter the Emissions
Trading System in 2013.

PPCS recognises that it needs to prepare now for the transition
to a low-carbon future in which it will need to account for the
carbon footprint of both its New Zealand operations and its
export products. We have already begun work to establish the
carbon footprint of each of our processing sites and to assess
the opportunities for marketing carbon-neutral products.

Research and Development
PPCS makes a significant investment in research and development
to improve the efficiency of our food production systems and
secure long term competitive advantage for our shareholders.

The success of our innovation programme was recognised with
$4 million funding from the Foundation for Research Science and
Technology for our joint venture Robotic Technologies Limited
to fast track commercialisation of automated lamb processing.

PPCS also has an electronic (RFID) traceability system under
trial installed in a plant situation with the objective of improving
on-plant track and trace of product and transforming grading
systems by additional collection of quality data. The traceability
systems will be capable of integration with national animal
identification systems currently under consideration by the industry.

GOVERNANCE
Several changes to the Board have occurred this past year.
Independent director Ian Farrant and director Terry Egan stepped
down from the Board and Lindsay Alderton retired by rotation
in December 2006 and was not re-elected. We thank Ian, Terry
and Lindsay for their contribution to the Board and the company’s
development. As previously signalled, Robbie Burnside will be
retiring at our next Annual Meeting in February 2008.

New Directors
We have been pleased to welcome new directors David Shaw,
Bill Luff, Alistair Polson and Angus Mabin to the Board. Biographies
of current PPCS directors are included later in this report.

Bill Luff was appointed as an independent director in July 2007
and brings a wealth of experience from a diverse range of
commercial businesses both here and overseas. David Shaw was
elected in December 2006 and brings fresh perspectives in relation
to modern farming techniques and shareholder expectations.

With Terry Egan’s retirement and the continuing casual vacancy
created by the resignation of Andrew Fox in June 2006, the
Board resolved to appoint Alistair Polson and Angus Mabin as
directors in September 2007. Their appointment brought two
North Island-based directors onto the Board at a time of
ongoing strategic review for the company. Given the strategic
importance of the matters under consideration, the Board
of PPCS considered it was appropriate to include directors
who farm in the North Island, where PPCS has a significant
shareholding base.

PPCS Annual Report 2007
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As outlined in this report, the company has embarked on a process of renewal that will

ensure PPCS has the right business model for the future. We are confident that the

determined focus of PPCS directors and management and your ongoing support will

secure the continued success of your company in the future.

Alistair Polson is a sheep and beef farmer near Wanganui and
brings with him a long background in agribusiness and farmer
representation. Angus Mabin, a beef farmer based in Waipukurau,
Central Hawke’s Bay, has previously held a number of positions
in the deer industry.

We are confident that the high calibre of PPCS directors provides
the necessary mix of governance, commercial and industry
experience that will continue to provide a clear strategic vision
and robust governance for your company.

Annual Meeting and Director Elections
The next annual meeting of shareholders will be on Friday
29 February 2008. Nominations for directors will close on
17 January 2008. Nomination forms will be available from
1 December 2007.

The districts in which elections are planned at the next two
annual meetings of the company are set out below.

Elections 2007 (to be held 29 February 2008)

District Sitting directors

South Island – South Waitaki Robbie Burnside (retires)

South Island – North Waitaki Reese Hart (by rotation)

North Island – West Alistair Polson (by rotation*)

* Alistair Polson retires at the time Terry Egan would have retired by
rotation being the Annual Meeting to be held in February 2008.

Elections 2008

District Sitting directors

South Island – South Waitaki Murray Borthwick (by rotation)

Bruce McNab (by rotation)

North Island – East Angus Mabin (by rotation**)

** Angus Mabin will retire by rotation at the Annual Meeting following
the financial year-end of 31 August 2008.

RETIREMENTS
We would like to take this opportunity to thank our previous
Chief Executive Officer, Stewart Barnett, who retired in
February 2007. Stewart joined PPCS in 1973 and was appointed
Chief Executive Officer in 1986. The Board appreciates
Stewart’s substantial contribution to PPCS over those years,
in which he oversaw the company’s emergence from the era of
single-desk selling to become New Zealand’s largest meat marketing
company with a nation-wide procurement base across all species.

We also acknowledge the contribution of Bob Bryant, long-serving
Company Secretary who retires in December 2007 after
29 years’ service.

CONCLUSION
PPCS is about working together in a partnership and we look
forward to doing just that in 2008 and beyond. We thank you
for your continued support.

Reese Hart Keith Cooper
Chairman Chief Executive Officer

19 November 2007
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company overview

PPCS is a leading New Zealand added-value food exporter with around 20,000 farmer

suppliers, a national staff of about 9,000 in the peak of the season and nationwide

procurement and processing coverage.
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board of directors

REESE HART*
Chairman
South Canterbury

Joined Board in 1986;
Chairman since 2005.

Currently farming an irrigated
property at Levels, running
composite sheep and cattle;
involved in other family farming
ventures.

RICHARD
SOMERVILLE
Deputy Chairman
Independent

Appointed to Board in 2004;
Chairman of the Board’s
Finance Committee.

Chartered Accountant.

Chairman of Milford Asset
Management Limited.

Director of Southern
Hemisphere Proving Ground
Limited, Milford Dart Limited
and a number of private
companies.

MURRAY
BORTHWICK
Eastern Southland

Joined Board in December
2005.

Operates a 312 ha sheep
property running 4,500 su at
Waitane, near Gore.

ROBBIE BURNSIDE•

South Otago

Joined Board in 1972;
Chairman 1980 -1998.

Farms 630 ha near Balclutha;
winters 7000 su.

A Nuffield Scholar and
Distinguished Fellow of
Institute of Directors.

Chairman of Farm Enterprises
(Otago).

EOIN GARDEN
Central Otago

Joined Board in December
1998.

Operates 2500 ha of high
country and finishing land
at Millers Flat and another
160 ha as a dedicated
finishing unit.

His 10,000 su include sheep,
cattle and deer.

BRUCE MCNAB
North Otago

Joined Board in December
2005.

Farms 1075 ha Kakanui Range
foothills property, west of
Oamaru.

Nuffield Scholar 1991.

Currently National Board
member of Federated Farmers
and also North Otago
Provincial President of
Federated Farmers.

BILL LUFF
Independent

Appointed to Board in July
2007; Chairman of Board’s
Audit Committee.

Chairman of Syft Technologies
Limited, Christchurch City
Networks Limited and Waimea
Nurseries Limited; Director of
Lyttelton Port Company and
a number of private companies.

Previously Head of Strategy,
Planning and Control for BP’s
global refining and marketing
operations.

ANGUS MABIN
Central Hawkes Bay

Appointed to Board in
September 2007.

Farms bull-beef on a 1000 ha
property in Waipukurau,
Central Hawke’s Bay.

Currently on the management
committee of the High
Performance Farming
Programme in Hawke’s Bay.

Held a number of positions in
the deer industry during the
1990s.
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JOE FERRABY
Chairman

See director’s biography.

NEIL AICKEN
Waikato

Neil owns Sharneil Farms and
an adjoining block as a beef
finishing operation.

ALEC JACK
Northland

Alec and wife Kelly farm in
partnership with his parents a
400 hectare property in the
Bay of Islands focused on bull

production.

TREVOR JOHNSON
King Country

Resigned October 2007.

ANGUS MABIN
Central Hawke’s Bay

See director’s biography.

ALISTAIR POLSON
Taranaki/Manawatu

See director’s biography.

PETER REEVES
East Coast

Fifth generation East Coast
farmer Peter and wife Christine
run Mokairau Station,
consisting of a Poll Hereford
stud and sheep, cattle and deer.

NORTH ISLAND SUPPLIERS’ COUNCIL

* Denotes Directors who retire by rotation at the 2007 election.
• Denotes Director who retires at the 2007 election.
# Denotes Directors who retired during year ended 31 August 2007.

DAVID SHAW
South Otago

Joined Board in December
2006.

Farms on 800 ha south of
Balclutha, running a large scale
beef and lamb finishing
operation with farm forestry.

Kellogg’s and FAME scholar.

Graduate of Lincoln University
and the University of
Minnesota, USA.

RUPERT CURD
Mid-Canterbury

Joined Board in 1997.

Farms 4200 su in
Mid Canterbury.

Chairman of the Ashburton
Lyndhurst Irrigation Society.

JOE FERRABY
Marlborough

Joined Board in 1988; Chairman
of the North Island Suppliers’
Council.

Operates 600 ha in
Marlborough and has interests
in other farming operations.

Chairman of Terra Vitae
Vineyards Limited and
Destination Marlborough.

Director of Combined Rural
Traders Limited,
The Equitable Group of
Companies and other private
companies.

ALISTAIR POLSON*
Taranaki/Manawatu

Appointed to Board in
September 2007.

Farms two sheep and beef
properties near Wanganui
totalling 22,000 su.

Currently New Zealand’s
Special Agricultural Trade
Envoy, Director of Wool
Equities Limited and
Keratec Limited and
Chair of the Sustainable
Landuse Research Initiative.

Previously national President
of Federated Farmers.

Nuffield scholar.

IAN FARRANT#

Independent

Appointed to Board in July
2004.

Fellow of the Institute of
Chartered Accountants
(retired) and Distinguished
Fellow of the Institute of
Directors.

Chairman of The New Zealand
Refining Company, Broadway
Industries Limited and Skeggs
Group Limited; director of
Combined Rural Traders
Society Limited.

TERRY EGAN #

Western Southland

Joined Board in September
1990.

Operates a 400 ha property
at Wreys Bush, Western
Southland running 5,500 su in
sheep and deer.
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Senior Management

KEITH COOPER
Chief Executive Officer

Appointed Chief Executive
Officer in February 2007.

Joined PPCS in 1989 where his
previous roles have included
Chief Operating Officer
(2001-2007) and Chief
Executive of PPCS’ UK
operations (1999-2001).

Board member of North
American lamb marketing
consortium NZ Lamb
Companies, Meat Industry
Association and various
PPCS subsidiaries.

ROB MCFARLANE
Chief Financial Officer

Responsible for managing
the financial affairs of PPCS
including management
information systems.

Joined PPCS in November 2004.

Previously Chief Financial
Officer of NZX-listed Lyttelton
Port Company Limited and
commercial manager of a
horticultural exporter.

Chartered Accountant and
holds a Commerce and
Administration degree.

JANE LEAHY
Group Human Resources
Manager

Responsible for human resource
management, workforce strategy
and business communications.

Joined PPCS in November 2004.

Broad experience in the food
industry including fast-moving
consumer goods sector.

Holds a Science degree and
Post Graduate Diploma in
Total Quality Management;
Board Director of NZITO.

STEVE MURPHY
Group Operations Manager

Responsible for operations,
industrial relations, health and
safety and purchasing.

Joined PPCS in March 2004
from Richmond where he was
General Manager Sheepmeats.

Broad range of meat industry
experience across livestock,
operations and marketing;
previously senior manager with
the Mars Corporation in
Australasia.

Holds an Agricultural
Economics degree and
Diploma in Meat Technology.

GRANT PEARSON
Group Technical Manager

Responsible for engineering,
capital development, quality
systems, food safety compliance
and environmental management.

Joined PPCS in 1986 from
Canterbury Frozen Meat, where
he held various engineering,
processing and planning roles,
when it was amalgamated with
PPCS.

Holds Honours degree in
Chemical Engineering, Diploma
in Business Administration;
Member of Institute of
Professional Engineers
New Zealand.

KEN ROUSE
Group Livestock Manager

Responsible for the company’s
livestock procurement.

Previous roles at PPCS were
UK-based general manager of
PPCS subsidiary NZ Lamb
Company (UK) and market
services manager.

Joined PPCS in 1984 from
R &W Hellaby where he was
manager of the beef and sheep
processing unit, when it was
amalgamated with PPCS.

Holds a degree in Science.

GLENN TYRRELL
Group Marketing Manager

Responsible for all PPCS’
international and domestic
brands and marketing including
meat, wool, pelts and hides,
pharmaceuticals, pet-food,
by-products and processed
products.

Joined PPCS in 1979.

Has held a range of marketing
roles at PPCS since 1984
including venison marketing
manager and two years in
PPCS’ London office
(1987-1988).
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PPCS’ governance policies are reviewed to ensure they are consistent
with best practice.

GOVERNANCE

COMPANY
PPCS Limited is a limited liability company registered under the
New Zealand Companies Act 1993 and the Co-operative
Companies Act 1996. The company is a co-operative owned
by suppliers of livestock to the company. The company has
secured bonds listed on the New Zealand Debt Securities Market
(NZDX). The company’s bonds are listed under the code “PPC”.

PPCS’ constitution is available on the company’s website or on
request.

ROLE OF BOARD OF DIRECTORS
The PPCS Limited Board of Directors is responsible for the
company’s corporate governance and strategic direction. 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 Board has delegated certain
of its powers to sub-committees of the Board and the day-to-
day management of the company to the Chief Executive Officer.

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. PPCS currently has two Independent Directors.

BOARD COMPOSITION
The Board comprises 10 supplier-elected representatives and two Board-appointed Independent Directors. As at 4 September 2007
the Board comprises 12 members as follows:

Reese Hart Chairman, Shareholder-elected (South Island – South Waitaki)

Richard Somerville Deputy Chairman, Independent

Murray Borthwick Shareholder-elected (South Island – South Waitaki)

Robbie Burnside Shareholder-elected (South Island – South Waitaki)

Rupert Curd Shareholder-elected (South Island – North Waitaki)

Joe Ferraby Shareholder-elected (South Island – North Waitaki)

Eoin Garden Shareholder-elected (South Island – South Waitaki)

Bill Luff Independent

Angus Mabin* Board-appointed (North Island – East)

Bruce McNab Shareholder-elected (South Island – South Waitaki)

Alistair Polson* Board-appointed (North Island – West)

David Shaw Shareholder-elected (South Island – South Waitaki)

Biographies of current Directors are set out in the Board of Directors section of this report.

*In light of Terry Egan’s retirement in September 2007 and the continuing casual vacancy created by the resignation of Andrew Fox in June 2006,
the Board of PPCS appointed Alistair Polson and Angus Mabin to the respective Board vacancies in September 2007.

PPCS Annual Report 2007
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COMMITTEES
The Board has appointed two 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,
reporting and risk. It provides the Board with assurance regarding
the credibility of financial reporting and assurance regarding the
discharge of its responsibilities related to financial reporting and
regulatory compliance.

NORTH ISLAND SUPPLIERS’ COUNCIL
The Board established a North Island Suppliers’ Council following
the company’s amalgamation with Richmond in 2004. The purpose
of the Council is to provide a forum for communication to the
Board on matters relevant to PPCS’ North Island supplier base.
The establishment of the Council recognises that the North
Island supplier base is not fully reflected in the shareholder base
and the pool of director candidates eligible for nomination for
election to the Board. The North Island Suppliers’ Council is
chaired by a PPCS Board Director.

OPERATION OF THE BOARD
The PPCS Board and Finance committees each meet formally
11 times each year, and as otherwise required. The Board’s Audit
Committee is scheduled to meet quarterly or as otherwise
required.

The Chairman and Chief Executive Officer establish the agenda
for each Board meeting. The Chief Executive Officer prepares a
monthly management report that includes a summary of the
company’s activities together with financial and other reports.
The Board also receives regular briefings on key strategic issues
from management.

New Directors receive induction training which includes written
and oral presentations by the Chairman, Chief Executive Officer
and senior management team on the key strategic and operational
business issues facing PPCS. External training providers are
also utilised.

DIRECTORS’ FEES
The current total Directors’ fee pool is $490,000 per annum.

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.

PUBLIC RELEASE OF MATERIAL INFORMATION
PPCS has developed processes for release of material information
to NZX under continuous disclosure requirements and for the
public release of information and the publication of information
on the company’s website.

ATTENDANCE AT MEETINGS
During the financial year ended 31 August 2007, the Board met 16 times (including telephone conference board meetings) as follows:

Director Board attendance Audit Finance North Island Suppliers’ Council

L J Alderton (retired 15 December 2006) 4 3 – –

M A Borthwick 16 – – –

R A Burnside 16 – – –

R P Curd 16 – 12 3

T W Egan (retired 4 September 2007) 16 – – –

I F Farrant (retired 1 July 2007) 11 5 – –

D S Ferraby 16 5 – 6

E R H Garden 16 – 12 3

J R Hart 16 – – –

W J Luff (appointed 5 July 2007) 2 1 – –

B T McNab 15 2 – –

D A Shaw (elected 15 December 2006) 10 – – –

R J Somerville 16 – 12 –

(Note: Angus Mabin and Alistair Polson were appointed to the Board in September 2007 following the financial year ended 31 August 2007.)



DIRECTORS

The Directors of PPCS as at 31 August 2007 or who ceased
to hold office as Directors during the year are as follows:

James Reese Hart (Chairman)
Richard John Somerville (Deputy Chairman)
Lindsay John Alderton (retired by rotation 15 December 2006)
Murray Alexander Borthwick
Robert Adam Burnside
Rupert Philip Curd
Terence William Egan (retired 4 September 2007)
Ian Ferguson Farrant (retired 1 July 2007)
David Scott Ferraby
Eoin Reay Hamilton Garden
William James Luff (appointed 5 July 2007)
Thomas Bruce McNab
David Alfred Shaw (elected 15 December 2006).

All current Directors reside 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
co-products.

Net surplus (deficit) before tax for the year ended 31 August 2007

PARENT $000 GROUP $000

(48,157) (40,850)

CO-OPERATIVE STATUS

As required by Section 10 of the Co-operative Companies Act
1996 the following resolution was unanimously passed by the
Board on 25 October 2007:

“In the opinion of the Board, PPCS Limited has throughout the
year ended 31 August 2007 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.”

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 J Somerville – Chairman, R P Curd
and E R H Garden.
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STATUTORY Information

PPCS operates around a core belief: to market quality New Zealand
consumer products to the world by meeting the requirements of the
end user, and to retain the resulting profits in New Zealand.

PPCS Annual Report 2007
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AUDIT COMMITTEE

The committee comprises W J Luff – Chairman (from July 2007),
T B McNab and D S Ferraby. IF Farrant was Chairman of the
committee until his retirement in July 2007.

INFORMATION DISCLOSURE

During the financial year ended 31 August 2007, 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

During the financial year ended 31 August 2007, PPCS made no
donations.

AUDITORS
The amount payable by the PPCS Group to Ernst & Young as
audit fees in respect of the financial year ended 31 August 2007
was $347,000. Fees payable to Ernst & Young for consulting
services in respect of the financial year ended 31 August 2007
were $296,000.

BOND INTEREST STEP-UP
As advised to the NZX at the time, PPCS was in breach of its
banking interest coverage ratio at 31 May 2007 and its banking
and bond interest coverage ratios at 31 August.

As a result of the breach, interest on the PPC030 Bonds stepped
up by 1.25% to 11.50% from 15 September 2007 until the interest
date next following the first financial quarter of PPCS on which
PPCS satisfies the interest coverage ratio for those Bonds. PPCS’
financial quarters end 30 November, 28 February, 31 May and
31 August. The interest rate on the PPC020 Bonds is unchanged.

20

DIRECTORS’ INTERESTS IN PPCS SHARES
The shares held in PPCS by each director and the relevant interests in PPCS bonds of each director as at 31 August 2007 is set out
in the following table.

Director Rebate Shares Supplier Investment Redeemable Secured Bonds
 Shares  Preference Shares

Shares Issued Shareholding Shareholding  Shareholding Sold Acquired Bondholding
as at as at as at 

31 Aug 07 31 Aug 07 31 Aug 07

L J Alderton 17,500 17,500 8,812 4,842 – – –

M A Borthwick 17,500 17,500 8,128 7,438 – – –

R A Burnside 17,500 17,500 12,202 9,389 15,000 35,000 35,000

R P Curd 17,500 17,500 5,170 – 60,000 60,000 60,000

T W Egan 17,500 17,500 409 – – – –

I F Farrant 1,224 1,224 174 – 315,000 400,000 487,000

D S Ferraby 15,422 15,422 291 – 15,000 15,000 30,000

E R H Garden 17,500 17,500 15,000 – 6,000 6,000 6,000

J R Hart 17,500 17,500 801 – 30,000 40,000 60,000

W J Luff – – – – – – –

B  T McNab 12,220 12,220 4,712 – – – 20,000

D A Shaw 17,500 17,500 15,000 6,298 – – –

R J Somerville 1,802 1,802 2,284 – – – –



DIRECTORS’ FEES

Director Position Directors’
Fees

L J Alderton Director $9,333

M A Borthwick Director $34,000

R A Burnside Director $34,000

R P Curd Director Representative
North Island Suppliers’ Council $37,334

T W Egan Director $34,000

I F Farrant Chairman Audit Committee
(to June 2007) $33,583

D S Ferraby Chairman 
North Island Suppliers’ Council $49,000

E R H Garden Director Representative
North Island Suppliers’ Council $39,833

J R Hart Chairman $78,600

W J Luff Chairman Audit Committee
(from July 2007) $6,666

B T McNab Director $34,000

D A Shaw Director $24,083

R J Somerville Chairman Finance Committee $43,000

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, the total of which is disclosed in Note 5 of
the Financial Statements. Various Directors were remunerated
for additional duties as directors.

REMUNERATION OF EMPLOYEES

The following table shows the number of PPCS employees and
former employees of PPCS and its subsidiaries who in their
capacity as employees received remuneration and other benefits
or entitlements (including non-recurring payments to employees
on leaving the Group) during the year ended 31 August 2007, the
value of which was or exceeded $100,000.

Remuneration Bands Parent Subsidiaries Cessations
(NZ Dollars)

100,001 – 110,000 15 3 1

110,001 – 120,000 20 2 –

120,001 – 130,000 12 3 2

130,001 – 140,000 5 1 –

140,001 – 150,000 4 1 –

150,001 – 160,000 5 3 –

160,001 – 170,000 7 5 –

170,001 – 180,000 3 1 –

180,001 – 190,000 2 – –

190,001 – 200,000 4 – –

200,001 – 210,000 2 – –

210,001 – 220,000 – – 1

220,001 – 230,000 1 – –

240,001 – 250,000 1 – –

250,001 – 260,000 1 – –

270,001 – 280,000 – 1 –

480,001 – 490,000 1 – –

740,001 – 750,000 – – 1

Total 83 20 5

DIRECTORS’ STATEMENT

This Annual Report is dated 29 November 2007 and is signed on
behalf of the Board by

J R HART R J SOMERVILLE
Chairman Deputy Chairman
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STATEMENT Of FINANCIAL PERFORMANCE

FOR THE YEAR ENDED 31 AUGUST 2007

(The accompanying notes form part of these Financial Statements.)

Parent Company Consolidated Group

2007 2006 2007 2006
Note $000 $000 $000 $000

Total operating revenue 2 1,787,631 1,946,315 1,845,858 2,025,346

Operating expenses (1,776,449) (1,870,285) (1,831,232) (1,949,498)

Earnings before interest, taxation and depreciation 11,182 76,030 14,626 75,848

Depreciation and amortisation 3 (26,322) (30,424) (28,364) (32,191)

Earnings before interest and taxation (15,140) 45,606 (13,738) 43,657

Interest 3 (24,874) (31,900) (25,256) (32,264)

Net profit (loss) before non-recurring items and taxation (40,014) 13,706 (38,994) 11,393

Non-recurring items 3 (8,143) 20,827 (1,856) 17,677

Surplus (Deficit) before taxation (48,157) 34,533 (40,850) 29,070

Taxation benefit (expense) 6 (355) 2,131 (1,446) 2,131

Net surplus (deficit) for the year (48,512) 36,664 (42,296) 31,201

Minority interests surplus (deficit) – – (228) (168)

Net surplus (deficit) attributable to the shareholders (48,512) 36,664 (42,068) 31,369
of the parent company



Parent Company Consolidated Group

2007 2006 2007 2006
Note $000 $000 $000 $000

Equity at beginning of the year 280,150 256,178 261,780 237,139

Net surplus (deficit) for the year attributable to:

Parent company shareholders (48,512) 36,664 (42,068) 31,369

Minority shareholders – – (228) (168)

(48,512) 36,664 (42,296) 31,201

Movement in reserves:

Foreign currency reserve – – (2,161) 5,997

Transfer to retained earnings 141 (3,292) 141 (3,292)

Transfer from asset revaluation reserve (141) 3,292 (141) 3,292

Movement in asset revaluation reserve 28,912 – 16,889 135

Total recognised revenues and expenses (19,600) 36,664 (27,568) 37,333

Distribution to owners:

Distributions 12 (3,199) (11,885) (3,229) (11,885)

Redeemable preference dividend (170) (351) (170) (351)

Shares surrendered (2,055) (1,452) (2,055) (1,452)

Redeemable Preference Shares redeemed (81) (3,132) (81) (3,132)

Supplier Investment Shares surrendered (88) – (88) –

Contributions from owners:

Ordinary shares issued during the year – 449 – 449

Supplier Investment Shares issue 11,611 – 11,611 –

Distributions:

Ordinary shares issued 12 79 3,679 79 3,679

Supplier Investment Shares issued 12 1,353 – 1,353 –

Equity at end of the year 10 268,000 280,150 241,632 261,780

STATEMENT Of MOVEMENTS IN EQUITY

FOR THE YEAR ENDED 31 AUGUST 2007

(The accompanying notes form part of these Financial Statements.)

25PPCS Annual Report 2007
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Parent Company Consolidated Group

2007 2006 2007 2006
Note $000 $000 $000 $000

Equity

Attributable to parent company shareholders 268,000 280,150 241,667 261,587

Attributable to minority interest – – (35) 193

10 268,000 280,150 241,632 261,780

Non current assets

Deferred taxation 7 5,774 6,188 5,774 7,240

Investments in associates 9 – 1,856 4,751 6,393

Investments in subsidiaries 11 81,623 87,910 – –

Investments 19 976 1,468 976 1,468

Property, plant and equipment 20 310,935 282,164 320,798 313,873

Total non current assets 399,308 379,586 332,299 328,974

Current assets

Cash 3,022 2,531 4,392 3,668

Assets held for sale 20 – – 8,551 –

Receivables and prepayments 17 136,454 183,963 108,328 169,116

Inventories 18 144,050 203,191 200,244 259,928

Taxation receivable 7 272 230 461 411

Total current assets 283,798 389,915 321,976 433,123

Total assets 683,106 769,501 654,275 762,097

Non current liabilities

Secured loans 15 128,594 – 129,844 1,583

Provisions 16 4,700 4,297 4,700 4,297

Bonds 15 122,884 49,321 122,884 49,321

Total non current liabilities 256,178 53,618 257,428 55,201

Current liabilities

Bank overdraft 13 1,485 5,655 2,761 7,376

Payables 14 61,322 72,651 54,909 79,571

Employee entitlements 13,090 13,020 13,656 13,168

Distribution to suppliers 5,366 6,380 5,366 6,380

Provision for taxation 7 – – 74 –

Secured loans 15 77,665 263,576 78,449 264,170

Bonds 15 – 74,451 – 74,451

Total current liabilities 158,928 435,733 155,215 445,116

Total liabilities 415,106 489,351 412,643 500,317

Net assets 268,000 280,150 241,632 261,780

For and on behalf of the Board, which authorised the issue of the Financial Report on 29 November 2007

J R HART, Chairman
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R J SOMERVILLE, Deputy Chairman

STATEMENT Of FINANCIAL POSITION

FOR THE YEAR ENDED 31 AUGUST 2007

(The accompanying notes form part of these Financial Statements.)
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STATEMENT Of cash flows

FOR THE YEAR ENDED 31 AUGUST 2007

(The accompanying notes form part of these Financial Statements.)

Parent Company Consolidated Group

2007 2006 2007 2006
Note $000 $000 $000 $000

Cash flows from operating activities

Cash was provided from:

Receipts from customers 1,832,917 1,889,736 1,902,725 1,928,483

Dividends received 114 174 114 525

Interest received 211 439 218 439

Taxation refund 17 2,952 – 2,801

1,833,259 1,893,301 1,903,057 1,932,248
Cash was disbursed to:

Payment to suppliers and employees (1,701,364) (1,831,155) (1,764,260) (1,865,108)

Interest paid (24,749)    (31,659) (25,130) (31,925)

Taxation paid –   – (70) –

(1,726,113) (1,862,814) (1,789,460) (1,897,033)

Net cash flow from operating activities 25 107,146 30,487 113,597 35,215

Cash flows from investing activities

Cash was provided from:

Sale of property, plant and equipment 2,563 16,977 2,626 16,978

Sale of investment 1,041 3,650 1,041 3,682

Movement in subsidiary advances 4,305 4,932 – –

7,909 25,559 3,667 20,660
Cash was applied to:

Purchase of property, plant and equipment (26,160) (21,583) (27,514) (22,121)

(26,160) (21,583) (27,514) (22,121)

Net cash flow from investing activities (18,251) 3,976 (23,847) (1,461)

Cash flows from financing activities

Cash was provided from:

Bonds issued 75,000 – 75,000 –

Loans drawn – 6,637 – 7,098

Shares issued 10,457 449 10,457 449

85,457 7,086 85,457 7,547
Cash was applied to:

Distributions and retentions paid (32,967) (40,582) (32,998) (40,582)

Bond costs (2,209) – (2,209) –

Repayment of Bonds (75,000) – (75,000) –

Redeemable Preference Shares redeemed (81) (3,132) (81) (3,132)

Supplier Investment Shares redeemed (88) – (88) –

Shares surrendered (2,055) (1,452) (2,055) (1,452)

Loans repaid (57,317) – (57,459) –

(169,717) (45,166) (169,890) (45,166)

Net cash flow from financing activities (84,260) (38,080) (84,433) (37,619)

Net increase (decrease) in cash held 4,635 (3,617) 5,317 (3,865)

Cash at the beginning of the year (3,124) 546 (3,708) 19

Impact of exchange rate movements on cash 26 (53) 22 138

Cash at the end of the year 1,537 (3,124) 1,631 (3,708)

Represented by:

Cash 3,022 2,531 4,392 3,668

Bank overdraft (1,485) (5,655) (2,761) (7,376)

Cash at the end of the year 1,537 (3,124) 1,631 (3,708)

There are no restrictions on the use of cash balances.
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1. 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 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.

c Investments
Investments are stated at cost less impairment.

d 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
valuation apart from current year additions that are recorded
at cost. All other items of property, plant and equipment are
recorded at cost.

No interest has been capitalised to assets (2006: 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.

e 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

f Properties intended for Sale
Properties intended for sale are recognised at the lower of
cost and net realisable value.

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

h 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.

i 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.
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k 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.

k 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.

l 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.

m 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.

n 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.

o 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 acquisitions 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 a maximum of 20 years.

p 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 its
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 its 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.

q Employee Entitlements
A liability for employee entitlements is accrued and recognised
in the Statement of Financial Position.

r 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 Policy
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.

PPCS Annual Report 2007
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notes to the FINANCIAL statements

FOR THE YEAR ENDED 31 AUGUST 2007

2. OPERATING REVENUE

Parent Company Consolidated Group

2007 2006 2007 2006
$000 $000 $000 $000

Sales 1,770,999 1,940,635 1,828,316 2,019,809

Other revenue 3,148 1,559 4,102 1,416

Dividend revenue 114 309 114 309

Interest revenue 211 439 218 439

Rent revenue 226 223 226 223

Foreign currency exchange gains 11,119 – 11,068 –

Gain on sale of associate – 3,150 – 3,150

Gain on sale of investments 550 – 550 –

Gain on sale of fixed assets 1,264 – 1,264 –

Total operating revenue 1,787,631 1,946,315 1,845,858 2,025,346

3.  OPERATING SURPLUS (DEFICIT) BEFORE TAXATION

Parent Company Consolidated Group

2007 2006 2007 2006
$000 $000 $000 $000

After Charging:

Amortisation of Bond issue costs 1,321 1,377 1,321 1,377

Bad debts written off 305 254 1,006 324

Change in provision for doubtful debts – – – –

Depreciation

Land improvements 170 480 178 480

Buildings 4,038 8,229 4,788 8,743

Plant and equipment 20,222 19,675 21,334 20,759

Vehicles 571 663 743 832

25,001 29,047 27,043 30,814

Interest paid 33,323 38,782 33,705 39,146

Forward points (8,449) (6,882) (8,449) (6,882)

24,874 31,900 25,256 32,264

Loss on foreign currency exchange – 8,582 – 8,582

Loss (gain) on disposal of property, plant and equipment 124 (70) 124 (23)

Rental and leasing costs 6,158 3,812 6,345 4,331

Research and development costs 136 159 161 285

Non recurring items:

Closure costs – 2,362 – 2,362

Excess restructuring provision released – (672) – (672)

Gain on disposal of property, plant and equipment – (19,367) – (19,367)

Gain on sale of associate – (3,150) – –

Impairment in associate 1,856 – 1,856 –

Impairment of investment in subsidiary 6,287 – – –

8,143 (20,827) 1,856 (17,677)
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notes to the FINANCIAL statements

FOR THE YEAR ENDED 31 AUGUST 2007

4. AUDITORS’  REMUNERATION
Parent Company Consolidated Group

2007 2006 2007 2006
$000 $000 $000 $000

Amounts paid or due and payable to the auditor for:

Auditing the financial statements:

Parent company auditor 171 165 347 361

Other auditors – – 10 10

Other services

Parent company auditor 296 299 296 319

5. DIRECTORS’ FEES
Parent Company Consolidated Group

2007 2006 2007 2006
$000 $000 $000 $000

Total directors’ fees 543 466 550 531

6. INCOME TAX EXPENSE (BENEFIT)
Parent Company Consolidated Group

2007 2006 2007 2006
$000 $000 $000 $000

Operating surplus (deficit) before taxation (48,157) 34,533 (40,850) 29,070

Prima facie taxation at 33% (15,892) 11,396 (13,480) 9,593

Add (Subtract) taxation effect of permanent differences 2,545 (13,527) 2,545 (11,724)

Tax losses and revaluation not charged to deferred tax 13,702 – 12,381 –

Income tax (benefit) expense 355 (2,131) 1,446 (2,131)

Income tax (benefit) expense is represented by:

Current tax (2) 262 36 388

Movement in deferred tax 414 (2,393) 1466 (2,519)

Prior year adjustment (57) – (56) –

355 (2,131) 1,446 (2,131)

7. TAXATION ASSET (LIABILITY)
Parent Company Consolidated Group

2007 2006 2007 2006
$000 $000 $000 $000

Deferred taxation asset (liability)

Balance at beginning of the year 6,188 3,795 7,240 4,721

Current year deferred tax charge (414) 2,393 (1,466) 2,519

Balance at end of year 5,774 6,188 5,774 7,240

Income tax receivable (payable)

Balance at beginning of year 230 3,685 411 4,586

Current year movement 42 (3,455) (24) (4,175)

Balance at end of the year 272 230 387 411

PPCS Annual Report 2007
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During the year the corporate tax rate was lowered from 33% to 30%. This change is effective to PPCS from 1 September 2008 and
will decrease the current value of deferred tax in the Parent and Group by $139,000.

Tax losses carried forward have been recognised as a deferred tax asset to the extent of virtual certainty of realisation in the foreseeable
future. Unrecognised tax losses amount to $58.6m (2006: $0.5m)

8. IMPUTATION CREDIT ACCOUNT

Parent Company

2007 2006
$000 $000

Balance as at 1 September 40,055 42,603

Imputation credits attached to dividends received 23 392

Income tax payments during the year 135 36

Tax payments transferred to use of money interest – (20)

Income tax refund during the year (82) (2,956)

Resident withholding tax 2 –

Balance at end of year 40,133 40,055

At balance date the imputation credits available to the shareholders were:
Through direct shareholding in the Parent Company 40,133 40,055

Through indirect shareholding in subsidiaries 171 222

40,304 40,277

9. INVESTMENTS IN ASSOCIATES
Parent Company Consolidated Group

2007 2006 2007 2006
$000 $000 $000 $000

Carrying amount at start of year 1,856 2,356 6,393 9,373

Share of associate surplus – – 1,003 820

Income tax – – (191) (271)

Surplus after taxation – – 812 549

Dividends received from associates – – – (347)

Sale of investments – (500) – (3,682)

Exchange revaluations – – (598) 367

Net movement – (500) 214 (3,113)

Increase in equity – – – 133

Write-down of parents investment in associate (1,856) – (1,856) –

Carrying amount at end of year – 1,856 4,751 6,393

Significant associates Percentage Held

Percentage held at balance date 2007 2006 Balance Date

Australian Lamb Company Limited 13.7% 22.0% 30 September

New Zealand Lamb Company Limited 30.0% 32.9% 30 September

New Zealand Lamb Company Incorporated 32.9% 32.9% 30 September

New Zealand Lamb Company (North America) Limited 31.5% 31.5% 30 September

New Zealand Lamb Co-operative Incorporated 32.9% 32.9% 30 September

New Zealand Lamb Holdings Incorporated 31.5% 31.5% 30 September

Holdings of less than 20% are considered significant as they are part of the Lamb Company Group.

notes to the FINANCIAL statements
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10. TOTAL EQUITY
Parent Company Consolidated Group

2007 2006 2007 2006
$000 $000 $000 $000

Share capital 65,177 54,358 65,177 54,358

Foreign currency reserve – – 733 2,895

Asset revaluation reserve 35,470 6,700 23,028 6,280

Minority interest – – (35) 193

Retained earnings 167,353 219,092 152,729 198,054

268,000 280,150 241,632 261,780

Share Capital

49,585 ordinary shares of $1 each 49,585 51,562 49,585 51,562

Uncalled capital (4) (5) (4) (5)

49,581 51,557 49,581 51,557

Redeemable Preference Shares 2,720 2,801 2,720 2,801
12,876 Supplier Investment Shares of $1 each 12,876 – 12,876 –

65,177 54,358 65,177 54,358

PPCS has two classes of ordinary shares; Rebate Shares which are issued to suppliers who supply stock under PPCS’ rebate system
and, Supplier Investment Shares, which are issued to all suppliers of stock to PPCS (subject to certain restrictions). All ordinary shares
have a nominal value of one dollar per share. Supplier Investment Shares are paid to ninety cents by the supplier with the balance of
ten cents being paid by way of a dividend from retained earnings.

Rebate Shares carry full voting rights subject to the shareholder being a Current Supplier (as defined in PPCS’ constitution) at the
time of voting. Supplier Investment Shares carry voting rights in relation to director elections only. Ordinary shares participate equally
on winding up.

The current maximum shareholding for Rebate Shares and Supplier Investment Shares is 17,500 and 15,000 respectively.

PPCS’ ordinary shares are eligible to receive a dividend subject to profitability, although any such dividend is likely to be restricted to
full paid Supplier Investment shares. Rebate shareholders are eligible to receive a rebate based on the profit earned from stock supplied.

Redeemable Preference Shares were issued on 1 December 2002. A dividend of 6% (or as otherwise determined by the board) plus
any available imputation credits, is paid on the anniversary of their issue. Redeemable Preference Shares may next be redeemed at
the option of the holder on 1 December 2008 and every three years thereafter.
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notes to the FINANCIAL statements

FOR THE YEAR ENDED 31 AUGUST 2007

1 1 .  INVESTMENTS IN SUBSIDIARIES
Parent Company Consolidated Group

2007 2006 2007 2006
$000 $000 $000 $000

Shares in subsidiaries 81,623 87,910 – –

Significant Subsidiaries Percentage Held

Percentage held at balance date 2007 2006 Balance Date

B. Brooks (Norwich) Limited 100% 100% 31 August

CFM Management Ltd 100% 100% 31 August

Farm Enterprises (Otago) Limited 73.6% 73.6% 31 August

Kiwi Fern Ltd 100% 100% 31 August

New Zealand Lamb Company Ltd – UK 100% 100% 31 August

Primary Producers Co-operative Society (France) EURL 100% 100% 31 August

PPCS Investments Limited 100% 100% 31 August

PPCS Superannuation Limited 100% 100% 31 August

PPCS (UK) Limited 100% 100% 31 August

PPCS USA Inc 100% 100% 31 August

Richmond Enterprises (1996) Limited 100% 100% 31 August

Richmond Equities Limited 100% 100% 31 August

Richmond Group Holdings Limited: 100% 100% 31 August

* Richmond (New Zealand) Singapore Pte Limited 100% 100% 31 August

* Richmond Specialty Beef Importers Limited 100% 100% 31 August

* Richmond New Zealand Limited: 100% 100% 31 August

* Richmond (Europe) NV 100% 100% 31 August

* Richmond (Deutschland) GmbH 100% 100% 31 August

* Richmond Lonsdale Limited 100% 100% 31 August

Slink Skins (Canterbury) Limited 100% 100% 31 August

Waitotara Europe BV 100% 100% 31 August

Venison Rotorua Limited 100% 100% 31 August

All subsidiaries except those marked with an asterisk are direct subsidiaries of PPCS Limited, Those marked with an asterisk are all
subsidiaries of Richmond Group Holdings Limited.

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. All of the subsidiaries are operating, except CFM Management Ltd.
and Slink Skins (Canterbury) Ltd. All overseas subsidiaries are involved predominantly in the marketing of the Group’s products.

Significant In-substance Subsidiary Percentage Held

Percentage held at balance date 2007 2006 Balance Date

Global Technologies (NZ) Limited 50.0% 50.0% 31 August

The principal activity of Global Technologies (NZ) Limited is research and development.
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12. DISTRIBUTIONS TO SUPPLIERS
Parent Company Consolidated Group

2007 2006 2007 2006
$000 $000 $000 $000

Total distributions 3,199 11,885 3,229 11,885

Less ordinary share allocations (79) (3,679) (79) (3,679)

Less Supplier Investment Share allocation (1,353) – (1,353) –

Distributions paid or payable in cash 1,767 8,206 1,797 8,206

13. BANK OVERDRAFT

The Parent Company has an overdraft facility of $9.5m (2006: $9.5m).  The overdraft is secured by a fixed and floating charge over
the PPCS Group’s assets. Interest rates during the year ranged between 9.6% and 10.7%. B. Brooks (Norwich) Limited has an overdraft
facility of GBP 1.5m (2006: GBP 1.5m). Interest rates during the year ranged between 6.2% and 7.2%. PPCS France has an overdraft
facility of EUR 0.5m (2006: EUR 0.5m). Interest rates during the year ranged between 4.0% and 5.1%.

14. PAYABLES
Parent Company Consolidated Group

2007 2006 2007 2006
$000 $000 $000 $000

Trade payables 35,367 21,499 35,789 28,837

Sundry payables and accruals 19,120 48,562 19,120 50,428

Taxation payable – – – 306

Inter-company payable 6,835 2,590 – –

Total payables 61,322 72,651 54,909 79,571

1 5 .  BONDS AND LOANS
Parent Company Consolidated Group

2007 2006 2007 2006
$000 $000 $000 $000

Bank Loans (secured) 206,115 263,576 208,149 265,753

Other Loans (secured) 144 – 144 –

Bonds (secured) 122,884 123,772 122,884 123,772

329,143 387,348 331,177 389,525

Less current portion:

Bank Loans (secured) 77,665 263,576 78,449 264,170

Bonds (secured) – 74,451 – 74,451

77,665 338,027 78,449 338,621

Total non current liabilities 251,478 49,321 252,728 50,904
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Secured loans

PPCS limited loans are provided under a two year Revolving Credit Facility Agreement to November 2008. This is secured under a
General Security Agreement. PPCS is reliant on securing seasonal funding each year.

Core funding is provided for the duration of the agreement and each year a seasonal component is renewed from 1 December based
on next year’s requirement. At balance date secured loans have been classified as a combination of current and non-current reflecting
this distinction.

PPCS also has two bonds on issue through the New Zealand Exchange’s Debt Market.

During the year ended August 2007 the company was in breach of its interest cover banking and bond ratios for which waivers were
received from the banks and consequently a waiver was received from the Bond Trustee on its bonds.  As a result the company has
continued to meet its financial obligations in the normal course of business.

As the company bonds are listed on the New Zealand Exchange’s (NZX) Debt Market these breaches have been made public through
press releases to the Exchange.

The breaches relate to the calculation of Earnings Before Interest and Taxation (EBIT) for the Group to Total Interest and Financing
Costs to Interest Costs of the Group as defined in the facility agreement, for the twelve months ending on quarterly test dates.

The Company has advised the market that in the near term, further such breaches are likely due to ratio calculation being based on
this 12 month rolling basis.

Subsequent to balance date, as a result of renewing our seasonal funding to November 2008, we have been provided bank waivers
until 31 August 2008 in the event the earnings over interest measures are not met. PPCS therefore confirms that funding lines have
been renewed in the normal course of business and that it has sufficient funding lines for the 2007/08 financial year.

Interest Rates

The interest rates ranged from 1.3 to 10.7% (2006: 0.921 to 8.605%), with an average rate to 31 August 2007 of 7.53%
(2006: 7.34%).

Loan facilities
The Group has loan facilities of $33.887m (2006: $16.335m) which are not utilised at 31 August 2007.

Other loans
PPCS Limited has a loan with the South Taranaki District Council, for its share of the construction costs of a trade waste pipe line.
The interest rate is 7.5% and the amount outstanding is $144,000.

Repricing
Parent Company and Group current loan interest rates range from 2.07% to 10.7%. (2006: 1.308 to 8.53%).

Bonds
In December 2006 PPCS Limited refinanced its July 2007 Series 1 (PPC010) $75m Secured Bond resulting in a new issue of $75
maturing 15 December 2010 having an interest rate of 10.25%. This is in addition to the existing Bonds issued in December of $50m
having an interest rate of 9.00% maturing 15 March 2009.

These bonds rank 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 the life of the bonds.  An unamortised balance at 31 August 2007 of
$2.116m (2006 $1.439m) in respect of bond issue costs has been offset against the face value of these bonds.
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16. PROVISIONS

Provision for future cost of accidents
Parent Company Consolidated Group

2007 2006 2007 2006
$000 $000 $000 $000

Opening balance 4,297 1,598 4,297 1,598

Amount utilised during year – – – –

Additional amount provided 403 2,699 403 2,699

Closing balance 4,700 4,297 4,700 4,297

The provision is for the future cost of accidents under the ACC Partnership Programme. This assessment is based upon an actuarial
assessment performed by AON NZ Limited.

Restructuring provision
Parent Company Consolidated Group

2007 2006 2007 2006
$000 $000 $000 $000

Opening balance – 3,338 – 3,338

Excess provision released – (672) – (672)

Amount utilised during year – (2,666) – (2,666)

Closing balance – – – –

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

17. RECEIVABLES AND PREPAYMENTS
Parent Company Consolidated Group

2007 2006 2007 2006
$000 $000 $000 $000

Trade receivables 62,642 91,645 100,966 149,382

Sundry receivables 7,362 26,189 7,362 19,734

Inter-company receivables 66,450 66,129 – –

Total receivables and prepayments 136,454 183,963 108,328 169,116

18.  INVENTORIES
Parent Company Consolidated Group

2007 2006 2007 2006
$000 $000 $000 $000

Finished product 130,383 189,147 186,577 245,133

Livestock 3,758 3,640 3,758 3,640

Consumables and packaging 9,909 10,404 9,909 11,155

Total inventory 144,050 203,191 200,244 259,928

No inventory is specifically or separately pledged as security for liabilities (2006: nil).
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19. INVESTMENTS
Parent Company Consolidated Group

2007 2006 2007 2006
$000 $000 $000 $000

Investments in listed companies 82 82 82 82

Investments in unlisted companies 894 1,386 894 1,386

Total investments 976 1,468 976 1,468

20. PROPERTY, PLANT AND EQUIPMENT
2007 2006

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

$000 $000 $000 $000 $000 $000

Parent

Freehold land (at valuation) 50,536 1,600 48,936 8,911 – 8,911

Freehold land (at cost) 2,063 3 2,060 14,740 1,663 13,077

Freehold buildings (at valuation) 196,580 67,883 128,697 51,435 13,885 37,550

Freehold buildings (at cost) 2,554 1,036 1,518 138,021 45,273 92,748

Plant and equipment 376,471 261,200 115,271 364,300 240,811 123,489

Vehicles 9,001 7,919 1,082 9,657 8,049 1,608

Work in progress 13,371 – 13,371 4,781 – 4,781

650,576 339,641 310,935 591,845 309,681 282,164

Group

Freehold land (at valuation) 53,324 1,600 51,724 12,449 – 12,449

Freehold land (at cost) 2,256 152 2,104 14,936 1,663 13,273

Freehold buildings (at valuation) 200,407 69,133 131,274 71,026 14,643 56,383

Freehold buildings (at cost) 4,875 2,084 2,791 144,482 47,862 96,620

Plant and equipment 388,463 270,302 118,161 387,260 258,997 128,263

Vehicles 9,912 8,539 1,373 11,322 9,219 2,103

Work in progress 13,371 – 13,371 4,782 – 4,782

672,608 351,810 320,798 646,257 332,384 313,873

Assets Held for Sale

Freehold land (at valuation) 931 – 931 – – –

Freehold buildings (at valuation) 6,236 223 6,013 – – –

Plant and equipment 9,976 8,385 1,591 – – –

Vehicles 468 452 16 – – –

17,611 9,060 8,551 – – –

Freehold land (at cost) includes land improvements which are subject to depreciation.

No interest has been capitalised to property, plant and equipment (2006: nil).

There are no restrictions on the use or disposal of assets, or on the legal title of assets (2006: nil).
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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, F Spencer BBS (VPM) SPINZ, ANZIV, AREINZ of Logan Stone
on 1 September 2006. This resulted in a net increase in book value of $28.911m (Parent), $16.748m (Group) in the 2007 year.

The basis of valuation was depreciated replacement cost with an assumption of profitable existing use. As depreciated replacement
cost has been used as the basis of valuation, the carrying value of the assets would differ if the assets were sold.

Assets held for sale are stated at the lower of net realisable value or carrying value.

21. CONTINGENT LIABILITIES

Discounted bills of exchange for the Group and Parent as at 31 August 2007 were $28.130m (2006: $31.933m). Subsequent to balance
date, $26.106m (2006: $28.301m) of cash has been received, leaving remaining discounted bills of $2.874m (2006 $3.632m) for the
Group and Parent as at the date of these financial statements. There are no Parent Company bank guarantees. B. Brooks (Norwich)
Ltd has a guarantee in favour of Rural Payments Agency for GBP 40, 000 (NZD 114,000). Richmond Europe has an import guarantee
for EUR 38,000 (NZD 75,000).

The company has received an ACC claim which the company disputes. If the claim is pursued and is successful then the company will
be liable though the sum is currently non-quantifiable.

22. COMMITMENTS

Capital commitments
Parent Company Consolidated Group

2007 2006 2007 2006
$000 $000 $000 $000

Estimated capital expenditure contracted for at balance

date but not provided for 8,917 7,038 8,917 7,038

Operating lease commitments

Parent Company Consolidated Group

2007 2006 2007 2006
$000 $000 $000 $000

Lease commitments under non-cancellable operating leases:

Less than one year 5,117 3,270 5,233 3,296

Between one and two years 4,643 2,747 4,738 2,773

Between two years and five years 8,200 8,108 8,280 8,149

Over five years 1,597 3,117 1,609 3,117

Total Operating Lease Commitments 19,557 17,242 19,860 17,335

There are no significant financing restrictions, renewal or purchase options, contingent rentals and other contingencies in existence
at balance date (2006: nil).

A lease was signed in May 2007 relating to the provision of effluent services for the Finegand plant. It is expected that the effluent
plant will be operative from May 2008.

23. TRANSACTIONS WITH RELATED PARTIES
The Parent Company undertakes arm’s length transactions with its subsidiaries in the normal course of business.

With the exception of W J Luff, 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.
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24. F INANCIAL 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.

Parent Company Consolidated Group

2007 2006 2007 2006
$000 $000 $000 $000

Maximum exposures to credit risks as at balance date are:

Bank balances 3,022 2,531 4,392 3,668

Accounts receivable 136,454 183,963 108,328 169,116

Other investments 976 1,468 976 1,468

Foreign exchange contracts 62,540 105,589 62,540 105,589

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
PPCS Limited’s largest customer accounts for 4% (2006: 3%) of total sales and 0.22% (2006: 1%) of trade receivables at balance date.
The Group does not have any other significant 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. The currencies in which the group primarily transacts are United States Dollars (USD), Euro (EUR) and Great British
Pounds (GBP). 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 the following foreign exchange contracts maturing after balance date:

Parent Company Consolidated Group

2007 2006 2007 2006
$000 $000 $000 $000

To receive 62,540 105,589 62,540 105,589

Interest Rate Risk
The Group has current secured loans. The current interest rate on this debt ranges between 2.07% and 10.07% (2006: 1.308% and
8.53%.)

The interest rates are subject to review under normal commercial terms. Interest rate swaps have not been used to manage interest
rate risk.
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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 2007

Liabilities Effective Total < 6 6-12 1-2 2- 5 > 5
Interest Rate Mths  Mths  Yrs  Yrs  Yrs

$000 $000 $000 $000 $000 $000

NZ Bank Overdraft 9.70% NZD 1,485 1,485 – – – –

NZ Bank Loan 9.62% NZD 17,500 17,500 – – – –

USD Bank Loan 6.72% USD 62,000 88,219 – – – –

EUR Bank Loan 5.68% EUR 43,300 84,159 – – – –

JPY Bank Loan 2.07% JPY 1,325,966 16,237 – – – –

Bond Issue 030 10.25% NZD  73,190 – – – 73,190 –

Bond Issue 020 9.00% NZD 49,694 – – 49,694 – –

South Taranaki District Council Loan 7.50% NZD 144 144 – – – –

Total Liabilities – Parent Company (NZD) 207,744 – 49,694 73,190 –

GBP Bank Overdraft 7.20% GBP 441 1,263 – – – –

NZD Bank Overdraft 10.75% NZD 13 13 – – – –

NZD Bank Loan 10.50% NZD 451 451 – – – –

NZD Bank Loan 10.75% NZD 1,583 333 – – 1,250 –

Total Liabilities – Group (NZD) 209,804 – 49,694 74,440 –

Parent Company liabilities net of cash are $327.6m  and Group liabilities net of cash are $329.4m.

As at 31 August 2006

Liabilities Effective Total < 6 6-12 1-2 2-5 > 5
Interest Rate Mths  Mths  Yrs  Yrs  Yrs

$000 $000 $000 $000 $000 $000

NZ Bank Overdraft 9.10% NZD 5,655 5,655 – – – –

NZ Bank Loan 8.49% NZD 78,218 78,218 – – – –

USD Bank Loan 6.37% USD 67,000 102,228 – – – –

EUR Bank Loan 5.68% EUR 37,900 74,065 – – – –

JPY Bank Loan 4.06% JPY 696,480 9,065 – – – –

Bond Issue 010 9.75% NZD 74,451 74,451 – – – –

Bond Issue 020 9.00% NZD 49,321 – – – 49,321 –

Total Liabilities – Parent Company (NZD) 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 (NZD) 345,997 – – 50,904 –

Parent Company liabilities net of cash are $390.5m and Group liabilities net of cash are $393.3m.

Fair Values
The following methods and assumptions were used to estimate the fair value of each class of financial instrument:
Cash, Receivable, Payable, Distribution to Suppliers, Short Term Debt, Amounts Owed by Subsidiaries, 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 $(2.381m)(spot to market differential) (2006: $4.109m).
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Unhedged foreign currency items
At balance date the Group had unhedged foreign currency monetary assets (liabilities) in NZ Dollar equivalent totalling:

Consolidated Group

2007 2006
000 000

Euro 323 759

United States Dollar 1,358 482

Great British Pound (1,952) (1,633)

Singapore Dollars 62 73

Canadian Dollars 2 117

Australian Dollars 52 20

Japanese Yen 19 11

25. RECONCILIATION OF REPORTED SURPLUS (DEFICIT) AFTER TAXATION WITH NET

CASHFLOWS FROM OPERATING ACTIVITIES

Parent Company Consolidated Group

2007 2006 2007 2006
$000 $000 $000 $000

Tax paid surplus (deficit) (48,512) 36,664 (42,296) 31,201

Add (less) non-cash items and non-operating items:

Depreciation 25,001 29,047 27,043 30,814

Amortisation of Bonds 1,321 1,377 1,321 1,377

Taxation balances 372 1,160 1,376 1,962

Gain on sale of investments/property, plant and equipment (1,264) (19,297) (1,264) (19,344)

Gain on sale of shares (550) – (550) –

Gain on sale of associate – (3,150) – –

Write-down of investment in subsidiary/associate 8,141 – 1,856 –

Non cash associate dividend – 216 – 216

Share of associate income – – (1,003) (549)

Foreign exchange movement in cash (26) 53 (22) (136)

Release of restructuring provision – (672) – (672)

(15,517) 45,398 (13,539) 44,869

Movement in working capital:

(Increase) decrease in receivables 47,449 (20,255) 60,267 (25,888)

(Increase) decrease in inventory 59,142 353 59,193 780

Increase (decrease) in payables 16,072 4,991 7,676 15,454

122,663 (14,911) 127,136 (9,654)

Net cashflows from operating activities 107,146 30,487 113,597 35,215
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26. 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. Inter-segment sales are transacted at market price and are
payable on normal commercial terms and conditions.

Sales to external customers sourced from New Zealand total $1,393m (2006: $1,560m) and by offshore subsidiaries total $435m
(2006: $468m).

Transactions between New Zealand and offshore subsidiaries total $360m (2006: $351m). These sales are at market price, payable
on normal commercial terms and conditions.

The results for New Zealand are $(47.8)m (2006: $28.9m) and offshore subsidiaries $5.7m (2006: $2.3m).

Total assets employed in each segment are as follows: New Zealand $549m (2006: $633m) and offshore subsidiaries $105m
(2006: $129m).

Inter-segment assets eliminated in the Group financial statements totalled $143m (2006: $145m).

27. S IGNIFICANT EVENTS AFTER BALANCE DATE

On 7 November 2007 the Company announced the commencement of its right-size programme. The company is proposing to close
its Te Kauwhata venison processing facility and its Balclutha-based Windward operation which manufactures finished lambskin products.

The Group is in the process of reviewing its UK and North American operations. No decision have been announced for the UK
operation, however its land and buildings are classified as assets held for sale.

28.  IMPACT OF ADOPTING NEW ZEALAND EQUIVALENTS TO INTERNATIONAL FINANCIAL

REPORTING STANDARDS

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

The Group will adopt NZ IFRS in the year ended 31 August 2008, with restated comparative financial statements for the year ended
31 August 2007 and an opening balance sheet as at 1 September 2006.

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

~ Under current NZ IFRS Co-operative members’ shares may be re-classified as debt. A proposal currently before the International
Accounting Standards Board (IASB) may have an input on classification of member interests for New Zealand Co-operatives

~ Members’ shares will be classified as debt

~ Accounting for derivatives and other financial instruments

~ Deferred taxation on revalued assets

~ Additional presentation and disclosure requirements.

The actual impact of adopting NZ IFRS may differ from the information presented and the variation may be material. At this time
the impact upon the financial statements cannot be reliably estimated.
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To the Shareholders of PPCS Limited
We have audited the financial statements on pages 24 to 43. The financial statements provide information about the past financial
performance of the company and group and their financial position as at 31 August 2007. This information is stated in accordance
with the accounting policies set out on pages 28 and 29.

This report is made solely to the company’s shareholders, as a body, in accordance with Section 205(1) of the Companies Act 1993.
Our audit has been undertaken so that we might state to the company’s shareholders those matters we are required to state to them
in an auditor’s report and for no other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to
anyone other than the company and the company’s shareholders as a body, for our audit work, for this report, or for the opinions
we have formed.

Directors’ Responsibilities
The directors are responsible for the preparation of financial statements which comply with generally accepted accounting practice
in New Zealand and give a true and fair view of the financial position of the company and group as at 31 August 2007 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 company and group.

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

In our opinion:
~ proper accounting records have been kept by the company as far as appears from our examination of those records; and

~ the financial statements on pages 24 to 43:

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

~ give a true and fair view of the financial position of the company and group as at 31 August 2007 and their financial performance
and cash flows for the year ended on that date.

Our audit was completed on 29 November 2007 and our unqualified opinion is expressed as at that date.

Christchurch

AUDIT REPORT
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