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President’s Report

| thank all Directors for their ongoing contribution to the progress of the Society and
the breed. | described the previous years of my Board membership and Presidency as
challenging but this year has taken that to new levels. However, this will be my last AGM
as a member of the Board and | would like to encourage Members to support the people
who continue on the Board. These people give up their time voluntarily and work to the
best of their ability to benefit all members, while to some extent neglecting their families
and businesses at home.

Despite challenging seasonal conditions for many of us, including myself at the Charleville
property, the Beef Industry and Cattle Stud business are both enjoying buoyant times and
the future looks very promising. | believe it is vitally important that the Members, the
Board and the Society now work together to capitalise on the opportunities ahead. We
are all well aware of breeds that believed too much in their own hype and failed to adjust
to the modern industry and commercial clients’ requirements, leading to some loss of
penetration today. To ensure the Droughtmaster message is driven home to the Industry
the Society has budgeted a record amount for Breed Promotion in the forthcoming year.

The MLA funded project involving influential (in terms of number of descendants)
Droughtmaster, Brahman, and Santa bulls and applying genetic analysis and detailed
production recording to develop genomic predictions for young animals for hard to
measure female production traits, is progressing well. While there is no way these
predictions will ever replace the need for visual assessment of structural soundness etc., |
think they will be an incredibly important tool in further informing the selection process.
The early data records on display at the Brian Pastures, Gayndah Field Day during the year
indicated a wide variation in female performance attributable to different sires in all the
breeds. However this a long term project and the information is in the very early stages of
acquisition and analysis. | would like to thank the MLA and David Johnston and his research
team for identifying Droughtmasters as one of the most significant breeds in Northern
Australia and choosing them for inclusion in this important work. It should be noted that
the predictive tools developed for one breed are not easily utilised in another similar
breed. The spin-off of this project as has been previously advised, is the male progeny of
these intensively recorded and registered cows. As you will be aware, the Droughtmaster
Society, ABBA and some Santa Gertrudis breeders have acquired these cattle and with the
support of the MLA are trialling them to collect carcase performance data for the three
breeds. These cattle represent a small step in a long process and this year we killed 103
steers at an average weight of 340kg and average MSA Index of 56.82. We currently own
a research mob of 236 steers. | believe this work is an important investment in the future
of the Droughtmaster breed.

Once again, in closing | would like to thank the Members and Non-Members who volunteer
to sit on committees; the staff who work tirelessly to ensure Members are looked after
and the Society is run efficiently; the Directors who volunteer their time and expertise;
and my wife Tracey who is looking forward to post-presidential life.

Michael Flynn
President



Chief Executive Officer’s Report

The 2016/17 financial year has seen a turnaround for the Society with Inventory increasing
by 2.9% to 30,767 (Registered Females) despite overall Membership dropping slightly.
Stud Membership has actually increased slightly year on year.

This is a good indicator that we have turned the corner after a couple of years of reducing
Inventory and we are entering a growth phase. Good cattle prices and reasonable seasons
for a large part of Australia is largely responsible for this change. While this growth is
small, it is a positive sign and has helped the Society to continue to operate profitably,
while maintaining our normal level of service to Members.

Auction results are always a good indicator of success for the breed. A year on year
comparison sees a 16 % increase in bulls sold to 1770 with 57% increase in average
price to $7199 and clearance rose by 4% to 93%. Buyers invested almost $13 million in
Droughtmaster bulls last year which was a 37% increase year on year.

The Joint Research Project with Brahmans and the Santa’s continues to generate DNA
related data at no cost to the Society and its Members, thanks to the strong cattle market
and financial support from MLA.

In order to continue the growth in demand for Droughtmaster genetics, the Society
continues to spend a large proportion of its income on promotion. In the 2016/2017
Financial Year we spent $163,836 on promotion which included advertising in newspapers
and magazines, displays at shows and field-days, conducting schools, designing and
producing banners, flyers and brochures, production and distribution of Digest, overseas
promotion, etc. We have also increased the amount spent on electronic media such as
Beef Central and Farm-Online websites. Maintaining a regular and consistent presence in
rural media is an important part of our marketing strategy.

We have also continued to use Facebook as a means of informing supporters who use
social media for their communication. The Society website was upgraded at the end of
this Financial Year using an in-house program which saved a significant amount of money.
The Droughtmaster Digest magazine remains a vital promotion and marketing tool for
our breed with each of the 3 editions during the year being mailed to more than 4,300
Droughtmaster breeders throughout Australia and the world.

As with all companies and organisation the costs of doing business continue to escalate.
We are constantly reviewing our operations looking for ways to reduce or at least maintain
our operating costs to ensure that we are not forced into large fee increases to the
membership.

Theelectroniccommunication with Membersthrough our E-News allows ustocommunicate
with members in a more timely and cost effective fashion. We can quickly and easily target
our communication at a selected group of people on our email list. A small number of
Members who do not have internet access continue to receive their communication via
post.

Our Office Manager, Samantha Maher continues to run our operations in an efficient and
effective manner, harnessing the skills, experience and enthusiasm of our great team which
includes Carmel Bell as Registrar, Toni Franklin as Accounts Officer and Leigh Eleison as
part-time Administrative Assistant. The Members are very fortunate to have such a great
team at the Society’s Headquarters and | thank the staff sincerely for their contribution
and the extra effort they make every day on behalf of the Members.
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| would like to thank all the Members who volunteer their time and skills towards our
various committees - your contribution is greatly appreciated. A big thank you also goes to
the Members who attend shows, field days and other Droughtmaster events as exhibitors.
Without your efforts, our promotional impact would be greatly diminished.

Whilst we have not had any major breed sponsors this year, we have had a multitude
of event sponsors who are too numerous to mention, but thank you one and all. Your
financial support has made our events more successful and in some cases would not have
been possible without your support.

To all Directors, thank you for volunteering your time, as well as your efforts in what is
often a thankless role, but a vitally important one.

Finally but not least, thank you to my wife Jo who has supported me throughout the year
despite my regular absences from home.

Neil Donaldson
Chief Executive Officer



2016/2017 Financial Report

| am pleased to report, despite challenging circumstances in recent times, the Society
has been able to conduct its regular business and provide services to the Members and
continue to generate a profit.

The Society generated a profit of $36,164 for the 2016-2017 Financial Year, despite the
less than buoyant nature of our industry in the last couple of years. This profit compared
quite favourably with last year’s profit of $7,252.

This solid profit result was after the Board had quarantined $40,000 of the profit from
2016 —2017 Financial Year and put it aside for additional promotional expenditure in 2017
— 2018 Financial Year. The Board see 2017-2018 as a pivotal year for the breed and the
seedstock industry in general and they are keen to boost breed promotion promotional
expenditure in 2017-2018.

Increased inventory numbers in 2016 — 2017 generated a $33,000 increase in income.

While most expenses experienced an increase year on year, the $22,210 increase in total
expenditure was due largely to the $37,331 of export expenses which had been submitted
to Austrade for an Export Market Development Grant. A portion of the grant was received
after the close of our Financial Year and the balance is currently under review.

Currently our Research Herd of 236 head of steers is valued in our Balance Sheet at
$120,024. This figure is based on purchase price rather than actual value.

While promotional expenditure of $163,836 was down 3% year on year, the income from
Members’ Breed Promotion Levies of $150,973 was spent totally on promotion again this
year.

“Promotional Income — Other” includes income from Advertising, RNA, Breedplan,
Cataloguing Fees, Publications, Merchandise Sales and Promotion events (i.e. Field Days,
Feature Show, Schools, Futurity Show, etc).

Persistent attention by staff, saw Bad Debts reduced significantly to $357 compared with
$2,516 in 2015-2016.

Overall, the Society is in a healthy financial position with reasonable cash reserves and
with vigilant monthly reviews of our financial position we are well placed to continue in
that vein.

Neil Donaldson
Company Secretary
On behalf of the Audit & Finance Committee.
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South East Zone
Our South East Zone has had a challenging but great year with some great events
happening.

Some of the events included the Boonah Droughtmaster Feature Show with a big showing
of our great Breed with many of our members competing successfully.

Congratulations and a big thank you to our members in the Boonah area for organising
such a great and successful event.

Great to see our Zone growing with many new members in the last 12 months. We
welcome you all and we know you will enjoy breeding “Droughtys” and meeting many
new Droughtmaster friends.

We had a great meeting at Hazelwood Droughtmasters where we heard from Paul Kenny
about Semen Collection, Morphology, Scanning etc. It was a great day out and we say
thank you to the Woods Family for hosting us and showing us their lovely cattle.

The EKKA was another good place to catch up and to see many of our South East Zone
members competing again successfully. Thank you to all of you who took the time and
effort to show off our great breed to the world around us.

In June a few of us went to South Africa to meet and encourage the Droughtmaster
Breeders in their country. It was a great trip meeting with many wonderful people and
enjoying their hospitality.

They certainly face challenges in that country from cattle thieving to constantly fighting
with Government officials who make it very difficult to import Droughtmaster Genetics
into the country.

September saw many of our Zone members involved successfully in the DN. Sale at
Gracemere.

December we enjoyed our Christmas Party get together at the Phoenix Hotel in Gympie.
What a wonderful time was had by all. It was great to catch up and meet new friends.

March we again saw many of our members involved in the Gatton Futurity, it is good to
see the Futurity still growing with a big thank you to Val Evans and her team of helpers.

Our National Droughtmaster Female Sale saw another successful sale with a big thank
you to our committee members for all the effort they put into our sale.

Thank you to all our members who make our Zone a wonderful place to be a part of.
Look forward to catching up with you soon.

Brian Heck
South East Zone Director
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Far Northern Zone

Well another year has passed with the Droughtmaster Society and up here in sunny
Far North Queensland we have had another year with below average rainfall, but most
producers got through the year. Presently we are getting good grass rain but very little
big rain to fill dams.

On the other side cattle prices have remained good for most of the year after a terrible
three or four years, let’s hope they stay up. By all reports Bull and Heifer demand and
sales has been good, but on the disappointing side we had to cancel our Female sale
this year due to lack of numbers. My thanks and appreciation goes out to all that have
supported the sale in the past and every effort will be put into getting it going again in
January 2018. Please support if you can.

My thanks go out to all those who have hosted meetings this year and a big thanks to all
who have attended.

It was great to see the Droughtmaster cattle perform excellent in the Far Northern Show
Circuit this year with several Supreme Exhibits, Champion Bulls and Champion Females.
It was an excellent display of the Droughtmaster breed and a big thanks to all those studs
who made the effort, and as one very respected judge said these Droughtmaster cattle
would hold up in any show in Australia.

Well once again | thank you for your support over the past year.

Jeff Williams
Far Northern Zone Director
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Droughtmaster Bull Auction Sale Results

Year Number Sold Gross Top Average | Clearance
1997 800 $2,450,000 $17,000 $3,065 93%
1998 1,013 $3,280,790 $26,000 $3,239 90%
1999 1,214 $4,226,250 $28,000 $3,481 95%
2000 1343 $4,166,800 $42,000 $3,103 87%
2001 1,366 $6,868,061 $46,000 $5,028 96%
2002 1,388 $4,760,000 $60,000 $3,549 81%
2003 1,507 $5,340,090 $70,000 $3,544 87%
2004 1,794 $8,566,190 $95,000 $4,775 96%
2005 1,810 $9,032,350 $140,000 $4,990 91%
2006 2,004 $10,347,076 $80,000 $5,163 92%
2007 1,925 $9,114,558 $150,000 $4,735 88%
2008 1,987 $9,789,304 $100,000 $4,927 87%
2009 2,035 $9,649,150 $65,000 $4,820 84%
2010 2,070 $9,332,998 $60,000 $4,509 89%
2011 2,135 $11,373,734 $50,000 $5,327 94%
2012 2,241 $11,355,119 $180,000 $5,067 88%
2013 1,596 $7,359,743 $40,000 $4,611 88%
2014 1,397 $6,652,199 $54,000 $4,762 88%
2015 1,624 $9,306,000 $54,000 $5,730 89%
2016 1,770 $12,742,952 $80,000 $7,199 93%

NB These are Calendar Year results NOT Financial Year Results
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INDEPENDENT AUDITORS REPORT
TO THE MEMBERS OF DROUGHTMASTER STUD BREEDERS SOCIETY LTD
ABN 19 010 129 683

Independence

In conducting my audit, | have complied with the independence requirements of the Corporations Act 2001. |
confirm that the independence declaration required by the Corporations Act 2001, provided to the directors of
Droughtmaster Stud Breeders Society Ltd would be in the same terms if provided to the directors as at the
date of this auditor's report.

Auditor's Opinion
In my opinion the financial report of Droughtmaster Stud Breeders Society Ltd is in accordance with the
Corporations Act 2001, including:

(@) giving a true and fair view of the company's financial position as at 31 March 2017 and of its
performance for the year ended on that date in accordance with the accounting policies described
in Note 1; and

(b) complying with Australian Accounting Standards to the extent described in Note 1 and complying
with the Corporations Regulations 2001.

lan Mortley

Name of Auditor:

lan Mortley
Address: 40 James Street, Burleigh Heads Qld 4220
Dated this day of 15th June 2017
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