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DIRECTORS ANNUAL REPORT

Our manager Rob Stratton and his team continue to work hard to
improve the farm and its returns.  The 2014/2015 season was one
with diffident weather conditions to maximise pasture production and
stock prices were lower than our budget, these were offset to a great
degree by the record lambing percentage.

The mixed aged ewes performed extremely well returning a lambing
percentage of 151%, the highest we have had at Pukekaka and a
career best for Rob.

Weather extremes continued into summer with dry conditions seeming to becoming the
norm over this period.  These conditions meant that lambs had to be sold earlier than
desired, which resulted in an average price of $81, this was below what we budgeted.
However, the great lambing percentage resulted in a larger number of animals being sold
bringing us in above budget overall.

The farm once again performed better than was budgeted, with an actual cash surplus for
the year of $94,586.  This compared to the budgeted cash surplus of $42,074, is a good
result.  This surplus can be attributed to the strong beef prices being achieved in early 2015
and the great lambing percentage, giving us a greater number of stock units to sell.

The balance of the term loans at the 30th June 2015 was $1,358,566 with an interest rate of
5.66%. Principal repayments recommenced in February 2015. A total of $65,405 of
principal was repaid by the 30th June 2015.

Morgans Property Advisors completed a formal valuation of Pukekaka Sheep & Beef Farm
Limited on the 30th June 2015.  The property was valued at $6,780,000, pleasingly $330,000
higher than 2014. PGG Wrightson Livestock completed a valuation on the livestock at the
end of the financial year, which came in at $1,315,004.  Summary documents of these
valuations are included within this report.

The total capital expenditure for the year was $43,474.  This was made up of a loader
attachment for the tractor at $4,000, a Honda Pioneer SXS700 (like a 4WD farm bike)
$17,565 and tractor repayments of $21,909.

Based on the 2014 / 15 accounts the net asset backing of Pukekaka shares is $1.10 up from
1.03 last year. There was one sale of 25,000 shares during the year at .90 cents per share.

I would like to thank my fellow Directors Jeff Whitlock and Steve Barr for their contributions
over the past year.  Thanks also go our Manager Rob & Maree Stratton, Jack and staff for all
their hard work they have put in over last year.

Farm Update – Current Season
Winter has proven to be very tough with typical Taihape winter with very wet and cold
conditions.  Rob has managed this period very well, despite going into winter short on grass,
the stock have come through in good condition.  As the weather continues to warm feed
covers are beginning to build.
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Rob scanned the ewes in July, the mixed age did 178%, the 2-tooths did 170% and the
hoggots scanned 115%, which is the best we have ever scanned.  Overall this is a pleasing
result.

Leading into the start of lambing in September and calving in October, Rob and his farm
hand Jack have been continuing farm maintenance and basic improvements of the property.

Currently this has involved repairing tracks and the removal and replacement of an old
totara post fence that was rotten.

For the current financial year the term loans have been amalgamated into one loan.  This
loan is floating and the present interest rate 4.34%.  We have also moved to interest only for
this loan until September 2018.

The budget for the 2015/16 year projects a surplus of $110,000.

Future of Pukekaka:
As per the prospectus next year will be year ten of the ownership where the future of the
business is to be reviewed.

At last year’s AGM we discussed options for the property moving forward. We have
obtained estimates as to the market value of the property from real estate agents and will
present them to the AGM.  As well a party has expressed interest in leasing the property and
we expect to have details from them at the AGM.  At the same time we will also discuss the
present year’s budget. Discussions re these matters will be reported in the minutes and no
decisions will be made without coming back to all shareholders with detailed options

We wish Rob and his team all the best with this year’s lambing and calving.

I look forward to seeing you at the AGM.

Kind Regards

RR Dickie
Director
Pukekaka Sheep & Beef Farm Limited
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PUKEKAKA STATION – PERFORMANCE REVIEW

Again this review builds on the history of reviews since 2009.  The beef and lamb economic
service data is now used with its limitations as discussed previously.

The 2014-15 year features a more steady state for the station and the Taihape district
generally.  We are getting accustomed to the dry summer/autumns which have now
occurred in the last 7 out of 8 years.  2015 was no exception and the pasture growth data
shows that again January was particularly poor.  We recorded 17kgDM/ha/day at our high
country and Rangiwaea sites compared with the long term average of 45.  This removes a lot
of grass production from our systems, in fact it takes away around 10% of our total annual
pasture production at a critical time of the year. It puts a lot of pressure on our lamb
finishing systems because a rapid reduction in feed demand is required to match this rapid
reduction in pasture supply.

Pukekaka has maintained primarily a store lamb sale policy which accommodates this
pasture supply system as well as fundamentally possible.  In some years (e.g. 2012) this can
be highly profitable but generally it somewhat caps financial performance and this year was
a typical year in that regard.  The consolation was that the store market really remained flat
for the whole season so there was no opportunity to make ‘over the odds’ returns from
store lambs.

On the positive side, the ewe lambing percentage at 154% was exceptional and this meant
there were a lot of lambs to sell.  Rob has a tremendous ability to manage grass supply and
he captured quite a growthy spring with lamb live weight and got those lambs off before
they impacted too much on capital stock feeding levels.

Cattle deaths have been an ongoing problem but seem to have eased this year.  Rob
attributes this in part to just tighter management around cattle classes to specific paddocks
but it would be bold to say this problem will not re-emerge.

As telegraphed last year the BVD
problem was tackled this year with the
cow herd being blood tested and
vaccinated.  The benefits of this however
won’t be shown until next year’s
weaners crop comes through.  The
deciding factor was a review of the
scientific literature which showed that
the annual cost of BVD in a beef breeding
herd was $33/cow/yr against an
eradication strategy cost of $18/cow for
the first year and about $8/cow for
subsequent years.
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Production Parameters Summary 2014/2015

Pukekaka Station B & L Provisional

Stocking rate (su/ha) 10.9 10.2

Ewe Lambing % 154 134

Hogget lambs as % total lambs 7.1 4.9

Ave Lamb Price ($/hd) 81 84

Ave Wool Price ($/kg) 3.68 3.52

Wool Production (kg/ssu) 5.2 5.5

Ave Cull Cow ($/hd) 960 861

Calving % 90 83

Deaths & Missing Sheep % 6.4 4.0

Deaths & Missing Cattle % 4.9 1.9

Revenue Summary 2014/2015 - (Not adjusted for stock changes)

Pukekaka Station B & L Provisional

Sheep Meat ($/Ssu) 80 90

Cattle ($/Cattle su) 64 93

Wool ($/Ssu) 19 19

Sheep ($/ha) 632 586

Cattle ($/ha) 187 256

Gross farm Income ($/ha) 972 1077

Net Cash Increase ($/ha) 324 297
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Expenditure Summary 2014/2015

Pukekaka Station B & L Provisional

Wages ($/ha) 159 223

Animal health ($/ha) 36 47

Fertiliser ($/ha) 162 130

Shearing ($/ha) 48 53

Vehicle ($/ha) 21 25

Repairs & Maint ($/ha) 45 67

Administration ($/ha) 45 26

Rates & Insurance ($/ha) 34 37

Feed ($/ha) 16 31

Total farm Working Exp. ($/ha) 647 672

Interest Charges ($/ha) 93 119

Overall Economic Performance - (B & L definition with stock adjustments less depreciation)

Pukekaka Station B & L Provisional

Economic Farm Surplus ($/ha) 334 228

The financial analysis is showing a pattern that is becoming repeatable where the higher
stocking rate at Pukekaka comes through with lower overall expenses to give an EFS that is
above the farm class average.  Remembering that this farm class (4) is easier hill country not
the larger harder hill country which Pukekaka in many ways alines more closely with. The
numbers provided speak for themselves and certainly convey a very well run sheep and beef
operation.

To add to this overall production and financial performance the farm itself is showing
obvious improvement year by year.  This year a major laneway fencing project was
completed to the back flats by Rob and his team.

Having just visited the property in the last few days I can also assure investors that the
pasture is again well set-up and lambing is looking promising.  No small feat given quite a
cold spring following a wet winter.  It is particularly heartening to see ewes and cows in
good condition which is certainly not the case on the majority of farms in the district at
present.

Paul L Hughes BVSc MRCVS MIPIM CMInstD
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ROGER DICKIE NEW ZEALAND UPDATE

Farm Administrator

In mid August we saw Kate Murdoch start as our new Farm
Administrator.  Her role will include farm manager support,
reporting and farm budgeting.

Kate, her husband Aaron and three children are dairy farming in
an equity partnership near Patea, South Taranaki. Having
worked their way through the many tiers of the Dairy Industry
to farm ownership has meant Kate brings a broad
understanding of the industry to her new role.

Kate has an event management and organisational background
and we are excited to be getting her expertise and farming
knowledge behind our investment farms.

Kate is also very involved with her local community, which includes holding a Governing
Board position for Kindergarten Taranaki, vice-president of the local playgroup and teaches
swimming to local children in Kakaramea.
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VALUATIONS
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FINANCIAL ACCOUNTS
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