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Key operational Highlights
•• AAcoAAco’’s systems system delivered delivered certaintycertainty of of supplysupply of of high qualityhigh quality

traceabletraceable beef to its customers in a difficult year in many areas of beef to its customers in a difficult year in many areas of 
AustraliaAustralia

AAco:
• Increased beef production by 9%
• Improved calving from 67% to 71%
• Grew the herd by 11%
• Undertook strategic property transactions that underpinned 

efficiency gains for the future.
• Made strategic acquisition of a Wagyu stud  - this aligned with our 

focus on higher margin products and markets
• Increased wholesale meat business sales by 95% to $78m
• Managed drought mitigation plans and geographic diversity which 

alleviated the majority of threats to the herd and to production.
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AAco Strategic Report Card - 2006

Further  improvement 
expected.

71%>70%Increase calving 
percentages

Acquired 100% of Chefs 
Partner – April 06. In Nov 06 
moved to new premises with 
quadruple the capacity

Increased sales by 95%Increase sales by 
50%

Increase branded beef / 
portion control business

Some stations reassigned to  
Wagyu production, initially  
5,000 F1 breeders
Increase throughput of 1824 
cattle through locked supply 
chain (Chefs)

Acquired Westholme Wagyu stud 
for $10m

Launched 1824 in Japan Oct 06

Acquire Wagyu 
breeding 
capacity

Expand 1824 to 
Asia

Focus on high value 
markets

Net herd capacity increase of 
approximately 25k head on 
more efficient properties

Acquired Anthony Lagoon and Eva 
Downs sold Wrotham Park net 
outcome :
3.6% increase in hectares
4.4% increase in Cattle capacity

Less than 8% per 
annum increase

Acquired additional 
properties to support 
planned growth

Main developments have 
been on Breeding stations in 
the north.

Over 20k head retained to stock 
newly developed areas

20k per annumIncrease carrying 
capacity of existing 
properties

Balanced between retained 
heifers and new acquisitions
Better calving and genetics 
combined with good season

11% increase to 556k head

Increased Kilos produced from 67m 
to 73m  (9%)

8.6% p.a increase

Increase Kg of 
Beef Production  

Double the herd in 10 
years

CommentOutcomeTargetStrategy
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Major Projects / Achievements in 2006
In chronological order:

Settled contract to buy Marilla (adjacent to Goonoo) for $4mJanuary 2006 

Increased throughput of 1824 cattle through the AAco 
portion control system from 250 head to 550 head / week

October 2006

Completed internal developments on Brunette Downs 
Rockhampton Downs et al allowing retention of further 20k 
head

October 2006

Finalised acquisition of $10m Wagyu stud herdJuly/Aug 2006

Acquired Eva Downs and Anthony Lagoon for $105m 
(including herd)

July 2006

Sold  Wrotham Park Station and herd for $53mJune 2006

Acquired remaining 55% to attain 100% of Chef Partner 
business for $3.2m. Former CEO, Pat Dempsey joins 
executive team as GM Wholesale Beef

April 2006

CommentMonth 2006
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P&L Comparative and effect of cattle values
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RECOGNITION  in 2006
• 2006 Red Meat Innovation Award - 1824 

• NAB Agribusiness Awards for Excellence 2006:
– Australian Greenhouse Office Environment and Energy Management 

Award 
– Ernst and Young Risk Management Award 

• 3rd place - Best Company Investor relations Outside ASX 200
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Profit and Loss details 2006
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Trade Cattle Price Movements during 2006

Trading Herd Valuations
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AAco Cattle Inventory Movements
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The EYCI has not been a good indicator in 2006 due to heavy weighting from 
drought affected southern cattle

AACo Beef Price Indicator with Benchmarks
Monthly  :  July 2002 - December 2006
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Example of volatility in market pricing on a spot basis

12.6% of the AAco trade cattle herd is worth approximately $14.5m or 
EPS of 5.8 cents (post 30% notional tax)

Eastern States Young Cattle Indicator October 06 to Jan 07
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BALANCE SHEET 2006   - ASSETS
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BALANCE SHEET 2006 - LIABILITIES
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BALANCE SHEET 2006 - EQUITY
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CAPITAL EXPENDITURE 2006 

The planned herd retention strategy of approximately 
20k head impacted cash operating cash flow by $20m 
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CAPITAL EXPENDITURE 2006 
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TSR over 5 years (based on Dec 31 close)

Total Shareholder Return on a $10,000 investment over the last five years
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CATTLE PRODUCTION FACTORS 2006

Rainfall  North

South

Grass

Fertility

Grain

Genetics

Risk Management



19

12 Months to December 2006

Significant operational items
• Rainfall in the first half was abundant on the 

northern properties, the second half however was 
drier than normal.

• The extensive wet allowed soil moisture to remain 
and augers well for the 2007 season

• Prices for store (trade) cattle have been 
significantly affected by forced sales in the south. 

• Mark to market impact over the 12 months is -$17m 
EBIT ($12m of which was in second half). As there 
was (unusually) no southern rain before year end,  
the cattle market stayed down.

• Average Ration costs were 6% higher than 2005. 
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Average monthly rainfall pattern

Monthly Rainfall across all stations (mm) 2006
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Actual rainfall pattern 2006 – overall an average outcome

Cumulative rainfall across all stations (mm)
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Rainfall 6 months to June  06 - very good for breeding stations – below average in the 
south – second half poor in all areas.

Actual vs Long Term Average rainfall (mm) 12 months to Dec 06
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“AASI” Index up to Dec 06

AAco Adjusted Seasonal Index (AASI)
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Grain Prices

Sorghum

100

150

200

250

300

350

5/
12

/2
00

6

5/
26

/2
00

6

6/
01

/2
00

6

6/
05

/2
00

6

6/
15

/2
00

6

6/
22

/2
00

6

7/
03

/2
00

6

9/
06

/2
00

6

9/
19

/2
00

6

9/
29

/2
00

6

10
/0

5/
20

06

10
/0

9/
20

06

10
/1

7/
20

06

10
/1

9/
20

06

10
/2

3/
20

06

10
/2

5/
20

06

11
/0

3/
20

06

1/
16

/2
00

7

($
AU

D)

Sorghum

Despite rising grain prices AAco limited ration cost 
increases to just 6%



25

60.0%

65.0%

70.0%

75.0%

2002 2003 2004 2005 2006

Branding Percentages *

Branding %
.

* Branding % = Calves Branded / Breeding Females eligible to have a  calf branded during the year.

FERTILITY
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Branded Beef Total Monthly Sales Wagyu + 1824

Monthly branded beef sales Jan 04 - Dec 06
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1824 Volumes in $

1824 $ monthly sales volume and linear trend
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THE BEEF MARKET

World

Domestic

USA

Brazil

Japan

Korea
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1000 Tonnes of Beef and Veal Consumed
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World Import quantities - 1000 Tonnes of Beef and Veal
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Increase consumption per capita

Note the US per capita increase forecast for 2007 is 0.7% and China 5.3%
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2007 Forecast Imported Beef and Veal * 1000Tonnes
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1000 Tonnes Regional Exporters 2007 forecast

Source : USDA
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1000 Tonnes Consumed of Beef and Veal
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1000 Tonnes Produced of Beef and Veal
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1000 Tonnes Exported
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1000 Tonnes Consumed of Beef and Veal
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1000 Tonnes Imported of Beef and Veal
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THE FUTURE

Outlook for 2007

Outlook for 2015
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Market Outlook
Factors influencing the market in Australia as assessed by AACo are:

• Cattle prices are likely to lift with a return to more normal seasons 
in the South as graziers re-stock.

• A sustained drop in fuel prices while welcome remains unlikely 
• Seasonal conditions – Despite a drier than normal finish to 2006, 

2007 has started well with good rain in January 2007 for all of the 
breeding stations. Growing and backgrounding stations have had 
some rain but more is needed in the next two months.

• AAco’s operations for 2007 are based on the assumption that the 
AU$/US$ relationship will stay in the range of 75 to 80 cents

• AAco’s forward purchases of grain has limited the immediate 
impact of increases in grain prices felt in the spot market during 
2006. (AAco has forward bought grain through to October 2007)

Outlook for 2007
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• The world supply of quality beef remains limited by historically low 
herd numbers in the USA and Australia and herd health issues in 
South America, although current USDA forecasts indicate some 
growth this year.

• The protocols restricting access of US beef into Japan and Korea is 
likely to continue to provide opportunities for Australian beef to 
maintain a high market share in these markets throughout 2007 

• Australian beef supply is progressively being seen as high quality and 
reliable by Japanese wholesalers retailers and consumers. 

• The world demand for clean exportable beef remains strong and 
growing on a per capita basis

• Consumers are becoming increasingly focused on traceable, quality 
assured and source verified products with Australia’s electronic 
identification scheme (NLIS), a world leader in this regard

• Consistent with prior years, an announcement in relation to the 2007 
dividend will be made at the half year when the Company will have a 
clearer picture of the seasonal and market conditions 

Outlook for 2007 continued
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Outlook for 2015
The long term strategic plan enunciated in 2005 continues to embrace 

the following targets for the core business:

1. To more than double the herd size

2. To Triple the production of feed crops

3. To improve land carrying capacities by up to 20% on selected 
properties

4. To acquire additional grazing lands that fit the current pathways and 
that support geographic diversity to lower portfolio risk profiles

5. To increase staff capacities to fulfil operational requirements

6 To improve margins through economies of scale and improved 
management programs

7 To increase the % throughput of our own cattle through feedlots and 
thereby increasing branded product resources.

8 To increase the % of beef production sold as branded beef to a 
minium of 40% of total cattle sold.
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Looking to the future - business development 
opportunities under consideration 

1. Increasing participation in the portion control section of the beef 
supply chain – our new facility has space to quadruple its current 
capacity. This will be driven by internal development, however see 
note 5.

2. Further brand penetration into Asia, Middle East and the USA
3. Expansion of Feedlot facilities allowing specialisation in Wagyu

and 1824 animals.
4. Last year we made a comment about Brazil and following field trips 

to that region we are cautious about making any significant capital 
commitment at this stage and will maintain a watching brief.

5. AAco will continue to review investment opportunities in the areas 
in which it operates where that investment adds value to the 
business and its shareholders.


