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Disclaimer 

While every care has been taken in the preparation of this presentation, Australian Agricultural Company Limited (ñAACoò) and each of their respective related 

bodies corporate and associated entities and each of their respective officers, employees, associates, agents, independent contractors and advisers, do not 

make any representation, guarantee or warranty, express or implied, as to the accuracy, completeness, currency or reliability (including as to auditing or 

independent verification) of any information contained in this presentation and do not accept, to the maximum extent permitted by law: 

(a)  any responsibility arising in any way for any errors in or omissions from any information or for any lack of accuracy, completeness, currency or reliability of 

any such information made available; 

(b)  any responsibility to provide any other information or notification of matters arising or coming to their notice which may affect any information provided; 

(c)  any liability for any loss or damage (whether under statute, in contract or tort for negligence or otherwise) suffered or incurred by any person as a result  of 

or in connection with a person or persons using, disclosing, acting on or placing reliance on any information contained in this presentation, whether the loss or 

damage arises in connection with any negligence, default or lack of care or from any misrepresentation or any other cause. 

No representation, guarantee or warranty is given as to the accuracy, completeness, likelihood of achievement or reasonableness of any forecasts, projections 

or forwardȤlooking statements contained in this presentation. 

You acknowledge and agree that you will rely only on your own independent assessment of any information, statements or representations contained in this 

presentation and such reliance will be entirely at your own risk. 
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Summary 

Å AACo continued to generate record outcomes in the physical variables over which management can 
control, including weight gain, brandings and cropping 

Å However, the markets in which we operate and have little ability to control, continue to underperform for 
several reasons  

ï The continuing disruptive  effects ƻŦ ǘƘŜ ǘŜƳǇƻǊŀǊȅ ƭƛǾŜ ŜȄǇƻǊǘ ǎǳǎǇŜƴǎƛƻƴ ŀƴŘ LƴŘƻƴŜǎƛŀΩǎ ǎǳōǎŜǉǳŜƴǘ ǊŜŘǳŎǘƛƻƴ ƻŦ ōŜŜŦ quotas 

ï The subsequent large supply of grass fattened prime cattle in the second half 

ï The high AUD/USD exchange rate, which continues to impede export competitiveness 

ï The increased cost of  post farmgate supply chain management being absorbed by producers 

Å This disappointing pricing environment led to the deliberate decision to defer cattle sales which in turn 
resulted in a lower profit and operating cash result than anticipated 

Å ¢ƘŜ ǘƘǊŜŜ ȅŜŀǊ ǘǳǊƴ ŀǊƻǳƴŘ ǎǘǊŀǘŜƎȅ ƛǎ ǎǳōǎǘŀƴǘƛŀƭƭȅ ŎƻƳǇƭŜǘŜ ŀƴŘ ŎƻƳǇŀƴȅΩǎ ǇƘȅǎƛŎŀƭ ŀǎǎŜǘǎ ŀƴŘ ǎȅǎǘŜƳǎ 
are well positioned to execute the next phase of its business plan 

AACo has produced a satisfactory result given tough market conditions 
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Financial results summary 

Sales $321.2m 5% increase compared to FY11 

EBITDA $32.2m 46% decrease compared to FY11 

NPAT $(8.4)m 158% decrease compared to FY11 

NTA $2.04 $0.11 NTA decrease compared to FY11 

Net Debt $388.2m Gearing at 38% 

Notes: 
1 Gearing based on net debt / (net debt + book equity) 
2 Based on continuing operations only 
3 EBITDA represents net profit + tax expense + finance costs  (EBIT) + depreciation, amortisation and impairment 
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Summary financial performance 

Summary of financial performance of continuing operations1 

KPIs 

$m FY12 FY11 Change  

Sales 321.2 306.0 5.0% 

Finished & Store Cattle gross margin 97.4 112.4 (13.3%) 

Wholesale Beef gross margin 4.1 5.0 (17.3%) 

Farming gross margin 7.8 1.5 440.4% 

Gross operating margin 109.4 118.9 (7.9%) 

EBITDA 32.2 59.7 (46.0%) 

EBIT 14.7 51.2 (71.3%) 

NPBT (12.4) 20.1 (161.8%) 

NPAT (8.4) 14.4 (158.4%) 

  FY12 FY11 Change 
Finished & Store cattle       
Average Sale Price $ / kg 2.14 2.11 1.4% 
Total liveweight ƪƎΩǎ ǎƻƭŘ όƳƛƭύ 110.6 109.0 1.5% 
Total ƪƎΩǎ produced2 (mil) 94.6 80.7 17.2% 
Herd size όΨллл head) 681.7 665.6 2.4% 
Brandings όΨллл head) 174.3 156.3 11.5% 
        
Wholesale beef       
Revenue $ / kg 8.28 7.94 4.3% 
Total ƪƎΩǎ ǎƻƭŘ όƳƛƭύ 16.9 17.0 (0.6%) 

      
Farming       
Cotton bales ǎƻƭŘ όΨ000) 20.5 11.9 72.3% 

1. excludes Chefs Partner 
2. kƎΩǎ ǇǊƻŘǳŎŜŘ ƛǎ ǘƘŜ ƛƴǾŜƴǘƻǊȅ ƪƎΩǎ ǇǊƻŘǳŎŜŘ ƻƴ ǘƘŜ ǎǘŀǘƛƻƴǎ ƛƴŎƭǳŘƛƴƎ ōǊŀƴŘƛƴƎǎ  
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Markets 
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Domestic Markets 
Drivers behind the collapse in the Australian cattle price include: 
 
¶ Ongoing impacts from the live export suspension ς led to oversupply of cattle in the 

domestic market 
 

¶ Australian cattle herd is at its highest levels since 1977 at ~30 million head 
 

¶ The increased cost of  post farmgate supply chain management being absorbed by 
producers 

 
¶ Most primary producers are focussed on managing cash flows 
 
¶ Australian Dollar remains at high levels  
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Markets 

Indicative imported US 90CL beef prices 

US feed cattle prices 

Global Markets 
¶ The US cattle herd is at a 60 year low following several years 

of drought  
 
¶ This will underpin US beef prices, which have increased 

rapidly in recent years and will reduce their ability to supply 
key Australian export destinations 

 
¶ The US beef situation will have a positive affect on global 

prices for beef ς presenting opportunities for Australian 
producers 
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Key operational drivers of the FY12 result 

Cattle sold and average selling price1
 Beef kgs sold and average price / kg 

Kilograms produced2 (m) Calf brandings (000s) 

8 

1. Includes internal sales to Wholesale Beef Group 
2. Kgs produced is weight of closing herd minus weight of opening herd adjusted for weight of animals purchased, sold, branded etc during the period 
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NPAT FY12 v NPAT FY11 
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A positive SGARA movement  of $25mil in 
FY11 became a negative movement of $12 
mil FY12 due to the volatility of local cattle 
markets. Despite favourable global beef 
market movements, local markets moved in 
the opposite direction during FY12. 

A range of factors led to an increase in 
operating costs over FY12, including 
 
Å Increased brandings led to increased labour 

costs 
Å Increased supplement costs to maintain to 

breeder condition 
Å Costs associated with inducting cattle into 

the Individual Animal Recognition (IAR) 
system 

Å Severe fires on several properties led to 
increased feed and transportation costs 

Å Additional external feedlotting costs 

$
 m

il 
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Cattle Revenue Breakdown 

  $ mil FY12 FY11 Change 

Cattle Growth 76,840 66,224 16.0% 

Natural Increase 70,376 58,365 20.6% 

Biological Transformation
1 

40,406 37,402 8.0% 

Market Price SGARA (12,224) 25,478 (148.0%) 

Attrition (11,008) (16,092) (31.6%) 

164,390 171,377 (4.1%) 

1. Biological transformation includes reclassification of an animal as it moves from being a branded calf and progresses through the various stages to become either a trading animal 
(grass and then feedlot in some cases) and then as it ages. All these changes occur and are measured before the ultimate sale  
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Financials by segment 

Revenue by segment Gross Margin by segment 

50% 

44% 

6% 

FY12 Revenue - $321.2 mil FY12 Gross Margin - $109.4mil 

89% 

4% 

7% 
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Segment Overview 

Finished & Store 

Cattle 

Trading Herd 
 
Grass cattle 

 
Å AACo focused in 2012 on adding weight to its herd and moving sales to the back of the year to take advantage 

of market opportunities and anticipated price rises 

Å The Company had anticipated price rises as a result of the shortage in US production, an expected tightening 
in Australian supply, fewer cattle on feed domestically and favourable weather conditions 

Å The Australian market instead fell rapidly, primarily due to a lack of rain in Queensland, the ongoing 
Indonesian and Middle East live export situation and the high Australian dollar 

Å This led to a negative P&L impact from non-cash related SGARA (Self Generating and Regenerating Assets) 
movements 

ÅLǘ ŀƭǎƻ ǊŜŘǳŎŜŘ ǘƘŜ /ƻƳǇŀƴȅΩǎ ŀōƛƭƛǘȅ ǘƻ ǊŜŀƭƛǎŜ ŎŀǎƘ 

 
Wagyu cattle 
 
Å Herd continued to add value and perform well 

Å External Wagyu carcass sales also proved profitable 

 

Breeding Herd 
 
Å Brandings have been excellent due to improved management and the impact of genetic changes made to the 

herd over recent years  

Å The ability to wean young calves with improved management practices also contributed to strong branding 
outcomes  

Å These extra brandings have led to a temporary increase in labour and logistics costs. 
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Segment Overview 

Finished & Store 
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2012 saw an improvement in both brandings and attrition compared to the previous financial year  

*Attrition is net of recoveries and rations 
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Operational Update 

Live Export 
¶ The Indonesian live export market remains difficult due to the flow-on effects from the live cattle  export 

suspension in 2011, which continue  to impact AACo and the industry, these include: 
- Reduced volumes ς the Indonesian Government reduced import permits to the country by more than 

50% in 2012 in response to the live export ban, however AACo has managed to maintain its numbers 
- Reduced prices 
- Reduction in value of the northern Australian herd as large numbers of cattle unable to be shipped were 

pushed into the Australian market 
 

¶ AACo continues to diversify its live export sales to reduce the reliance on any one country 
 

Australian live cattle exports Australian saleyard and live export cattle prices 
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Operational Update 

Weather 
ÅWeather conditions in the first six months of the year 

were supportive with good rainfall 
 

Å Conversely, the last six months of the year were drier 
than anticipated with the onset of wet conditions coming 
late to our properties 
 

Å These drier conditions have been a key contributing 
factor to depressed cattle prices and increased costs 
associated with cattle feed expenses 
 

Å Several of our stations were also impacted by severe 
fires in second part of the year.  These fires led to an 
increase cost associated with labour, transport and feed 
 

Å The recent deluge across Queensland and NSW has 
missed the majority of our pasture stock, but will have a 
beneficial effect on the cattle market 

 

FY12 Rainfall 

2H12 Rainfall 
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Cattle Trading 

Cattle sales year on year (head) 

Cattle sales detail (head) 

  

Grass 
Finished 

Shortfed Grain 
Finished 

Wagyu 
Breeder and 

Feeder 
Live Export Total sales 

Av. Sale Price 
($/head) 

Internal External Internal External 

FY12 50,184 4,115 16,377 29,565 7,108 59,107 82,409 248,865 952 

FY11 47,166 3,603 29,819 26,979 1,557 50,470 80,177 239,771 961 

50,184 47,166 

20,492 33,422 

36,673 28,536 

59,107 50,470 

82,409 
80,177 
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Herd movements  

FY12 herd movements 
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Closing Branded Cattle Over Last 4 Years 
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Herd Profile 

Herd composition 

¶ Current herd size is 681,740 head (including calf accrual) 
 
 

 

Herd by location Wagyu / Non-Wagyu 
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Herd Profile 
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¶ Investment is constantly being made to ensure the herd has the optimal genetic and age profile 
 
 

 

+ + 

19 



Australian Agricultural Company Limited 

AACo is utilising its superior genetics and breeding programs to maximise profitability, as well as deliver cattle to suit end markets 

Herd Profile 

Barkly composite 

Wagyu program Gulf composite 

Brahman composite 
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Segment Overview 

Wholesale 

Beef Group 

Å The Wholesale Beef Group has maintained good margins on its Wagyu sales 
while margins on non-Wagyu product have continued to tighten. This 
ƘƛƎƘƭƛƎƘǘǎ ǘƘŜ ǎǘǊŜƴƎǘƘ ƻŦ !!/ƻΩǎ ²ŀƎȅǳ ǎǳǇǇƭȅ ŎƘŀƛƴ όǘƘŜ ƴƻƴ-Wagyu 
product is predominantly sourced from non-AACo cattle). 
 

Å There was an unexpected reduction in meat demand in the second half of 
FY12 which put further pressure on non-Wagyu margins 
 

Å The continued high Australian Dollar is proving a constraint particularly to 
non-Wagyu prices 
 

Å The group is continuing to increase its exposure to export markets and is 
shifting its market development from mature meat markets to high growth 
markets and customers 
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Segment Overview 

Farming 
Summer Crop 
Å Flooding at several of our properties impacted cotton and sorghum yields. An offsite chemical drift on 

Wylarah also impacted yields. 
 

Winter crop 
Å Wheat and chickpeas performed well and the wheat in particular was very high quality. A dry finish impacted 

yields slightly but still finished ahead of budget. 
  
Increasing use of manure is leading to reduction in fertiliser costs 

By Crop Ha. Production Yield 
Ex farmgate 

income per unit 

Cotton 2,232  20,517 bales   9.2  $521  

Wheat 5,545  16,227 MT  2.9  $268  

Chickpeas 2,812  5,477 MT  1.9  $435  

Sorghum 2,170  7,737 MT  3.6  $141  
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Balance sheet 

Balance sheet 

Key balance sheet metrics 

Notes: 
1. Interest bearing liabilities includes bank debt and finance leases (FY12: $12.2m; FY11: $7.6m) 
2. Gearing based on net debt / (net debt + book equity) 
3. Based on 312.9m undiluted shares on issue 

¶ Existing bank facilities limit of $450m 

$m FY12 FY11 

Cash and cash equivalents           22.4  23.4  

Livestock 496.5 483.7  

Property, Plant and equipment  602.9 608.5  

Inventories 25.6 25.1  

Other assets           20.1  24.2  

Total assets 1,167.5 1,164.9  

Interest bearing liabilities1 410.5 367.6  

Other liabilities 118.3 125.3  

Total liabilities         528.8  492.9  

Net assets         638.6  672.0  

FY12 FY11 

Gearing2 37.8% 33.9% 

Net tangible assets/share3 2.04 2.15 
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Melaleuca 

TIPPERARY & 

FLOODPLAINS 

GROUP 

Pell 

Tipperary 

Leitchfield 

Delamere 

Brunette Downs 

Montejinni 

Benmarra 
Camfield 

Eva Downs 

Anthony  

Lagoon 

Avon Downs 

Austral Downs 

Headingly 

South Galway 

Brighton Downs 

Wondoola 

Canobie 
Dalgonally 

Carrum 

Goonoo 

Glentana 

Collie Blue 

Aronui Wylarah 

VICTORIA 

RIVER 

GROUP 

CENTRAL & 

SOUTHERN 

QLD GROUP 

GULF GROUP 

CHANNEL 

COUNTRY 

GROUP 

BARKLY 

GROUP 

Aronui Feedlot 

Goonoo Feedlot 

Meteor 
Lynora 

Goonoo Farm 

Wylarah 

Farm 
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AACo Property Portfolio 

1. All properties in Tipperary & Floodplains Group are leased or agisted 


