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ABOUT US

Landcorp Farming Limited (Pamu) is a state owned enterprise established under the State Owned Enterprises Act 1986
(the Act) and is a company registered under the Companies Act 1993. The shareholders are the Minister of State Owned

Enterprises and the Minister of Finance.
Pamu Farms of New Zealand (Pamu) is the brand name for Landcorp and is used throughout this SCI.

The Pamu group comprises Landcorp Farming Limited and its subsidiaries: Landcorp Estates Limited, Landcorp Holdings
Limited, Landcorp Pastoral Limited, Focus Genetics Limited Partnership and Focus Genetics Management Limited (the

Group).
Under the Act, Pamu is required to operate as a successful business and specifically to be:

A As profitable and efficient as comparable businesses that are not owned by the Crown

A A good employer

A An organisation that exhibits a sense of social responsibility having regard to the interests of the community in which it
operates.
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NATURE AND SCOPE OF BUSINESS

INTRODUCTION TO PAMU

Pamu has a nationwide portfolio of 125 farms that produce milk, beef, sheepmeat, wool, venison, deer velvet, wood and more. The Company
manages the land with care and kaitiakitanga.

At Pamu we:

Stand for best practice in sustainable and safe farming, and for the unique provenance of New Zealand foods, nutrition products and

fibre on global markets; and
Strive to be a leader in New Zealand agriculture, carefully creating natural products of high quality and helping transform pastoral-based
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industries.
The nature and scope of our business activities over the next three years are reflected in our strategy and performance targets described in more

detail in the following sections of this SCI.

PAMU’S STRATEGY
Pamu will undertake a review and, where appropriate, refresh of its strategy in 2018/19.
At its core, Pamu’s current strategy is to develop a business model that does three things:

1. Drives significantly higher levels of free cashflow for PE&mu and, in turn, our shareholder,

2. Futureproofs our business from disruptions in the broader operating environment (e.g. climate change, environmental regulation,
consumer food preferences),

3. Enhances the company’s reputation to make it a business all New Zealanders are proud to own.
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NATURE AND SCOPE OF BUSINESS (2)

In line with the shareholders’ expectations of the business, Pamu seeks to:

1. Drive exceptional performance from our farms under a quality assurance framework called Pamu Promise, which ensures
consistent excellence across all our farms in:

A Protecting and developing our people to ensure Pamu has a future-ready workforce
A Nurturing our environment to create resilient, sustainable farm systems
A Using best practice systems to improve the efficiency and consistency of our performance
A Adopting leading science and technology to drive innovation in all areas of our operations
2. Leverage our scale to create value, both in our operating cost structure and in niche product opportunities where we

have sufficient scale to capture value in the supply chain

3. Evolve products and associated land uses to meet the future requirements of regional communities, regulators, and
consumers. We cannot afford to be a static business.

This strategy - further illustrated on the next page - will deliver improved financial performance and the continuity of Pamu’s
proud tradition of innovation across New Zealand’s agricultural landscape.
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NATURE AND SCOPE OF BUSINESS (3)

PAMU STRATEGY
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NATURE AND SCOPE OF BUSINESS (4)

KEY INITIATIVES AND ACTIVITIES

1. Drive farming
excellence

2. Leverage scale
to create
value

3. Create
valuable
products from
sustainable
land uses
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Build ongoing controls around health and safety, environmental and animal welfare risks to
enhance Padmu reputation and license to operate

Review and reduce capital expenditure and benchmark farming performance against top
decile farmers across regions to identify farm system improvement opportunities

Reduce turnover of farm staff in dairy business by enhancing training and improving
working conditions
Utilise adoption of key systems (Farmstore, FMS, TM1 and Farmax) to improve operating

efficiencies and lower costs across the business.

Work with partners to explore opportunities to obtain higher returns for key Pamu products
in-market, notably organic powder and UHT, deer milk, and Pamu venison

Complete a land use review of the livestock portfolio, seeking and exploring alternative land
use options (including the expansion of Pamu’s forestry plantations on marginal land)

Complete the investment of a minority stake in NZ Food Innovation Waikato’s second dryer
to secure the future of the Spring Sheep business and Pamu branded dairy opportunities



PAMU’S HEADLINE TARGETS

IR Capital*

Key Performance Indicator

Target for 2018-19

Indication for 2019-20+

Reduced staff turnover

Reduced by 15% from 2018 levels

Reduced by 15% from 2019 levels

and strategic relationships formed

People 0

Reduce harm ILeTvlgs reciuced] by 107 Fromm 2013 Reduced by 25% from 2018 levels

EBITDAR $45.8m FY20: $43.7m FY21$48.4m
Finance

Operating cashflow after capex $(20.6)m FY20: $(2.8)m FY21: $0.8m
Relationships NSRRI [ lelUSEs o) insli s 382 FY20: 3 &1 FY21: 2 &1

Farms

EBITDAR per effective hectare

Livestock $232/Ha
Dairy $1,398/Ha

Livestock $235/Ha
Dairy $1,402/Ha

Performance targets

Environment

100% farms demonstrate an
activity or current plan to lower
emissions (water, nitrogen and
GHG)

70% of farms

100% of farms

Expertise

Consistent use of core systems

Spend under Purchase Order 65%
Auto Matched Purchase Orders
70%

Spend under Purchase Order 70%
Auto Matched Purchase Orders
75%
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FINANCIAL PERFORMANCE MEASURES

This following table sets out financial performance measures based on standards reporting and definitions requested by the Shareholder for
all SOEs in the Owner’s Expectation Manual.

Budget Budget Budget
2019 2020 2021

Shareholder Returns
Total Shareholder Return 3.8% 1.0% 1.3%
Return on Equity % 1.4% 1.1% 1.4%
Return on Equity, adjusted for IFRS fair value % 4.1% 3.2% 4.0%
Dividend Yield % 0.4% 0.3% 0.3%
Dividend Payout % 27.9% 29.3% 25.4%
Profitability & Efficiency
Return on Capital Employed % 3.7% 3.2% 3.8%
Operating Margin % 18.3% 17.5% 19.1%
Leverage & Solvency
Gearing (Net Debt/Net debt plus equity) % 11.6% 11.4% 11.5%
Interest Cover x (EBITDAR/Net Interest) 4.26 411 4.85
Solvency* 3.77 3.76 3.83

= * Current portion of long term debt is excluded from the definition of Current Liabilities, on the basis that all debt will be refinanced as it matures, and operating
PAMU cash flow is positive i.e. debt is used to fund capital expenditure, not working capital.
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DESCRIPTION OF CALCULATION OF FINANCIAL PERFORMANCE MEASURES FOR SOE PORTFOLIO

Total shareholder return

Dividend yield

Dividend payout

Return on equity

Return on equity adjusted for
IFRS fair value Movements &
asset revaluations

Profitability/efficiency
Measure
Return on capital employed

Operating margin

Leverage/solvency
Measure

Gearing ratio (net)

Interest cover
Solvency

Performance from an investor perspective - dividends and
investment growth

The cash return to the shareholder

Proportion of an SOE’s net operating cash flow less
allowance for capital maintenance paid out as a dividend
to the shareholder

How much profit a company generates with the funds the
shareholder has invested in the company

Return on equity after removing the impact of IFRS fair
value movements and asset revaluations

The efficiency and profitability of a company's capital from
both debt and equity sources
The profitability of the company per dollar of revenue

Measure of financial leverage - the ratio of debt (liabilities
on which a company is required to pay interest) less cash,
to debt less cash plus equity

The number of times that earnings can cover interest

Ability of the company to pay its debts as they fall due

Shareholder's return Description Calculation
Measure

(Commercial value-end less Commercial value-beg plus
dividends paid less equity injected)/Commercial value-
beginning

Dividends paid/Average commercial value

Dividends paid/Net cash flow from operating activities less
depreciation expense

Net profit after tax/Average equity

Net profit after tax adjusted for IFRS fair value movements
(net of tax)/Average of share capital plus retained earnings

EBIT adjusted for IFRS fair value movements/Average
capital employed
EBITDAR/Revenue

Net debt/net debt plus equity

EBITDAR/Interest paid

Current assets/current liabilities



CAPITAL STRUCTURE

The issued share capital of Landcorp Farming Limited as at 30 June 2018 is 125 million ordinary shares at $1.00 each ($125 million) and

99.7m redeemable preference shares . of $ 7m.
The shares
preference of
of
and
$ . (¢ June .m 30 30 June
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