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CPC HALF YEARLY STATEMENT
CPC is pleased to provide an 
update on its business performance 
for the first half of its 2017 financial 
year – the six months ended 30 
September 2016.

In the first half of the 2017 financial 
year, the cattle industry continued 
to enjoy record high domestic 
cattle prices due to growing export 
demand and tightening supply of 
cattle, and fuelled by unseasonal 
rainfall in parts of Queensland 
which had been gripped by drought 
for up to three years.

The current financial year is the 
first since CPC increased its stake 
in its Indonesian feedlot joint 
venture, JJAA, from 50% to 80% in 
December 2015, so CPC’s results 
for the period ended 30 September 
2016 include the consolidation of 
JJAA’s results for the first time. 
The impact of this consolidation 
compared to previous equity 
accounting for CPC’s interest in 
JJAA profits is that the CPC group 
now recognises JJAA’s costs as 
operating costs rather than direct 
costs, and consolidates JJAA’s 
balance sheet into its own in detail, 
rather than as an Investment. 
CPC increased its stake in JJAA 
to solidify its commitment to the 
opportunity which the Indonesian 
market represents, and to provide a 
hedge against any future reduction 
in Australian export prices.

Several divestments were 
undertaken during the first half 
of this financial year to release 
capital for reinvestment into asset 
and operational improvements 
within the portfolio to increase 
cattle and land efficiency, and 
further investment in our value 
chain to move us closer to our 
end customer. Recognising the 
limitations on returns of small scale 
properties within the portfolio, 

CPC divested Humbert River 
station April 2016, and put three 
Queensland stations in September 
2016 – Cooinda, Gowan and Mount 
Marlow, which were sold in early 
October 2016. These stations 
collectively represented less 
than 4% of CPC’s land area, and, 
despite being quality stations, were 
individually of insufficient scale to 
add value to the portfolio.  

In August 2016, CPC announced the 
sale and leaseback of Carlton Hill 
Station in the Ord River District of 
Western Australia, which ensures 
CPC will retain access the vast 
majority of the station for beef 
production through a 10-year 
leaseback. Proceeds from this 
transaction will be reinvested for 
growth in CPC and will support the 
next phase of CPC’s transformation 
from a producer to a more 
vertically integrated supplier of 
cattle and beef. This transformation 
will increase CPC’s exposure to 
international markets with higher 
and more stable international beef 
prices.

CPC’s profit performance in the 
first half of this financial year 
reflects the decision in May to hold 
additional cattle (which had been 
budgeted for sale) on agistment 
in the Northern Territory for later 
transfer to JJAA, in lieu of budgeted 
purchases from external suppliers. 
CPC has also instigated a regime 
of revisiting weights and values 
of its trading herd on a quarterly 
basis which, in this first year of 
implementation, has given rise to 
some negative variances to budget.

After several years of variable and 
drought conditions across many of 
CPC’s Queensland stations (three 
of which have been divested), a 
reasonable wet season followed by 
unexpected winter rains allowed 

for herd retention and expansion 
through targeted herd purchases, 
as well as the winding back of the 
use of agistment in Queensland 
as the pasture available on 
CPC’s stations improved. Several 
Queensland stations which had 
been largely destocked in 2015 
were restocked with cattle which 
had been withheld in the Northern 
portfolio, and several thousand 
head of purchased trading cattle. 
Lake Woods on Newcastle Waters 
station in the Northern Territory 
has remained full much further into 
the year than expected, covering 
more pasture than anticipated 
which has necessitated the 
transfer of additional cattle to 
Queensland stations. The weather 
forecast suggests an earlier than 
average wet season across much 
of Northern Australia and a large 
wet season across our property 
portfolio in the Northern Territory, 
Western Australia and Indonesia. 
This will be positive to CPC and the 
wider beef industry. 

Indonesian import permits, which 
were allocated on a quarterly 
basis since 2011, moved to a 
trimester-based system in 2016, 
with total allocations continuing 
to be between 600,000 and 700,000 
per year. Import permits for the 
trimester commencing 1 September 
2016 have been withheld from 
importers pending agreement 
to the Indonesian government’s 
yet undefined proposal that all 
importers must import breeding 
cattle in proportion to the number 
of feeder cattle brought in. The 
delay in permit allocations and 
the uncertainty surrounding this 
proposal has impacted sales 
volumes in September, but put 
upward pressure on Indonesian 
domestic prices. This event has 
again confirmed the strategic 
advantage of CPC’s Indonesian 



presence to mitigate against such 
volatility in the permit allocation 
system. CPC will be able to 
prioritise the export of its cattle 
without limitation. 

JJAA’s first half sales volumes 
remain on budget and 30% 
above 2015 levels despite recent 
uncertainty in relation to permit 
allocations, and the decision 
by the Indonesian government 
to allow the importation of 
Indian buffalo meat (which is 
the subject of a constitutional 
challenge in the Indonesian High 
Court). However, continuing high 
Australian domestic and export 
prices, and pressure from the 
Indonesian government to keep 
domestic prices down have put 
pressure on JJAA’s margins.

Sales volumes of 34,119 head in 
the first half of the 2017 financial 
year were 13,101 head below 
budget, with JJAA sales being 
on budget but domestic sales to 
exporters and processors deferred 
to replace purchases planned 
the second half to supply JJAA, 
and to commence rebuilding the 
Queensland herd. 

Brandings during the first half 
of 49,678 head were 1,398 head 
above budget. Pregnancy testing 
in the first round indicates a 
likely reduction in second round 
brandings compared to budget, 
this has been driven by prolonged 
dry conditions from 2012 which 
is expected to result in full year 
brandings slightly below budget. 

Costs reflect the reduction in 
the use of agistment properties 
and the lower number of 
cattle being custom fed due to 
following improved rainfall across 
Queensland. Internal freight costs 
have increased as cattle have 
been transferred into Queensland 
to restock improved stations. 
Operating costs have been tightly 
controlled, including reduced 
staffing costs to operate fewer 
active stations. Maintenance 
and development capex are 
behind budget due to the timing 
of maintenance capex spend 
and approval of development 
projects.

Workplace Health and Safety 
remains CPC’s number 
one priority and the team 
is continually looking for 
improvements in operational and 
administrative WHS.  Initiatives 
through the first half of 2017 
include an improved safety 
auditing program, expansion 
of the Safe Work Procedures 
library and increased safety 
communications.  CPC is 
participating in the Injury 
Prevention and Management 
(IPaM) program, a joint initiative 
between Workplace Health and 
Safety Queensland (WHSQ) and 
WorkCover Queensland, designed 
to help businesses develop better 
workplace health, safety and 
injury management systems.  The 
IPaM program will be used as a 
means of further strengthening 
our current WHS systems at CPC.  

CPC has continued to invest in 
People Capability and technology 
to drive growth, with the addition 
of the Data Manager role in July 
2016, and commencement of the 
upgrade of internet connectivity 
throughout the portfolio to 
enable the rollout of improved 
systems, data sharing and faster 
analysis of key data points to 
facilitate improved decision 
making to maximise value.

The outlook going into the second 
half of FY2017 is for prices of 
slaughter-ready and live export 
cattle to remain high as supply 
will remain tight and demand 
solid. Markets for grower cattle 
not yet ready for slaughter or live 
export are forecast to be strong. 
The global supply and demand 
balance for beef remains tight. 

CPC continues to implement its 
strategy to transition the business 
from a farm gate producer to 
a market-focused customer 
connected producer of cattle and 
beef. CPC will continue to invest 
in our team and our genetics and 
productivity initiatives to improve 
the returns and value of CPC. 

“OUR TEAM IS PROUD TO CONNECT THE 
BEST AUSTRALIAN BEEF TO THE WORLD”


