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INTRODUCTION

Our
Co-operative

+	A leading food and
solutions company
+	New Zealand’s only 100
per cent farmer-owned
major red meat co-operative
+	Approximately 4,300
farmer shareholders
+	Almost 5,000 employees
across New Zealand
+	A reputation for
food excellence
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CO-OPER ATIVE PERFORMANCE

BENEFITS TO SHAREHOLDERS

PROFIT BEFORE PROVISIONS AND TA X

A D VA N C E PAY M E N T S M A D E T O P L AT I N U M A N D G O L D S H A R E H O L D E R S

$

$

27.4M

33.3M

OPER ATING C A SH FLOW

L OYA LT Y PAY M E N T S

$

$

50.3M

ANNUAL TURNOVER

$

1.8B

15.5M

STO R E STO C K FAC I L I TAT I O N

764,152
L AMB, E WE S, C AT TLE & DEER

C APITAL SPEND

$

8

46M
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CHAIRMAN AND CHIEF EXECUTIVE REVIEW
COVID-19

It has been a year of unprecedented global volatility.
The co-operative has faced challenges and disruption on many fronts.
The impact of the COVID-19 pandemic dominated the year. Farmers also
experienced adversity as a result of extreme weather such as drought,
snow and flooding in parts of the country and difficult growing conditions.

PERFORMANCE
The underlying profit performance of the
company was $27.4 million with one-off nontrading issues reducing that to $7.5 million
before tax.
This is a credible performance for the company,
given the disruption and volatility in global
markets as a result of COVID-19.
Alliance Group’s market share for ovine, bovine
and cervine have grown over the past year, with
our bovine division’s performance particularly
pleasing. The co-operative has grown the cattle
business by approximately 50 per cent over the
last five years and this year we processed more
than 300,000 cattle.
The implementation of our business strategy,
the level of investment in the company and the
building of capability over the past five years has
cemented our resilience and agility to deal with
change and disruption to our business.
The challenges we have faced this year reinforce
our belief that we have the right strategy in place.
S E A S O N S U M M A RY
The season began with high protein prices for
red meat driven in part by African Swine Fever
impacting pig herds in China. However, in
December, there was a price correction as China
took measures to curb protein inflation and this
reduced the farm gate lamb price.
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In January, COVID-19 hit and China went into
lockdown with people movement restrictions.
Our product flows were disrupted and the food
service channel in particular ground to a halt,
resulting in a correction to the farm gate
lamb price.
As COVID-19 spread around the globe, key
economies and markets in Europe, North
America and Asia also went into lockdown,
demand became increasingly unpredictable
and prices softened.
Beef prices declined over the same period and
there was a significant price correction
for venison.
COVID-19 impacted our processing operations
with the announcement of the Alert Level 3 and
4 lockdown in March and the new operating
protocols, which severely restricted processing at
our plants. Further changes in New Zealand alert
levels in August created additional disruption
and uncertainty for the business.
The co-operative’s sales and marketing teams
displayed agility and diverted product across
markets and we changed product forms for
the different channels as the global pandemic
gathered pace.
There is a growing trend of trade protectionism
and this is a concern for an exporting country
such as New Zealand.

Our Response
We are proud of how our management team and all our employees across
the business responded to the COVID-19 situation. Our people went above
and beyond to deliver for our farmers, our customers and the country.
Our response to the COVID-19 crisis was three-fold:

1
2
3

DELIVERING IN THE MOMENT
Ensuring we keep our people safe, keep our plants
running and continue to sell and ship our products.
We are focused on looking after people, preserving
their jobs and pay, tightening cost management,
reconfiguring plants, debt and cash management
and ensuring we have the agility to shift between
open markets.

MANAGING FOR A GLOBAL SLOW DOWN
Ensuring the business and our farmers can weather
a longer downturn. This is about extending margin
optimisation, unlocking new channels and markets,
changing product forms and managing cost and
capital expenditure.

WINNING ON THE BOUNCE
Ensuring that when the global recovery happens, we
are positioned to maximise any opportunities. We have
committed to further investment in automation, growing
our value-add range and capacity, continuing to unlock
new channels and focusing on food service and building
capability in our systems, people and processes.

13

S E C T I O N 3 : Chairman & Chief Executive Review

ALLIANCE GROUP ANNUAL REP ORT 2020

Alliance is entitled to retain. None of this amount
will be recognised until discussions with the
Ministry of Social Development are complete.
The co-operative has already returned money
that was not required for the purpose of retaining
jobs and income.
Alliance Group and the industry worked together
with the Ministry for Primary Industries (MPI)
to establish a new set of rules and standards to
enable processing to continue at plants.

Pukeuri ovine chain at COVID Alert Level 3 & 4

During the lockdown, we asked our people to
come to work in the face of the COVID-19 threat
in their communities and, even though we took
safety precautions, they were naturally concerned
about the risks. Their willingness to come to work
showed their commitment to our farmers and
Alliance Group.
We worked with the Meat Workers Union to agree
a path that allowed us to preserve jobs and
sought access to the Government Wage Subsidy
Programme for our people. The support from the
Government meant we were able to keep plants
open and maintain the employment of our people
and ensure their earnings were not impacted
during the COVID-19 lockdown. We were also able
to continue paying those people with underlying
health conditions or aged over 70 who were
unable to work during the lockdown and those
people on stand-by to cover absenteeism.
The result excludes money the company may
be eligible for under the Government Wage
Subsidy Scheme.
Alliance and the Ministry of Social Development
are currently working in a principled and
constructive manner to resolve the amount
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These protocols were designed to keep our
people safe and ensure our operations did not
contribute to the spread of COVID-19. Alliance
Group employees worked two metres apart unless
specific measures such as personal protective
equipment were in place to protect them. We
increased the cleaning/disinfection of processing
areas and amenities, staggered times to minimise
large numbers of people in the same place and
implemented new approaches for people to travel
to and from work.
However, the protocols had a substantial impact
on the efficiency of our plant, with a 50 per cent
reduction in ovine capacity and a 30 per cent
reduction in bovine capacity. The protocols
were introduced at a time our farmers wanted
to get their animals processed.
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S U P P O RT I N G FA R M E R S

H E A LT H A N D S A F E T Y

Some of our farmers faced tough periods
throughout the year such as drought and
extreme dry conditions in much of the country
and flooding and snow in Southland. These
adverse events underline the importance of
belonging to the co-operative.

The health and safety of our people is paramount
and we continue to make good progress in
reducing the number of people getting hurt.

We honoured our Minimum Price Contracts.
This meant in some instances farmers were paid
above the market price for their livestock.
We also extended the payback of our Advance
Payment programme to protect our farmers’
cash flows.
Flooding in Southland in February significantly
affected our Mataura plant and we were forced
to evacuate the site for three days. Once back
on site, we initially estimated processing would
not be back online for a month, but thanks to the
hard work of our people, local contractors and
emergency services, we were able to get the
plant back up and running five days later.

We have invested $33 million over the past five
years to look after our employees and ensure they
go home safe and well to their families every day.
Our total recordable injury frequency rate has
improved by 80 per cent over the last five years.
While we have had improvements in health and
safety this year and injury rates are falling,
there is more to do.
SALES AND MARKETING
Our sales performance has delivered faster sales
velocity and relatively low volumes of inventory.
The co-operative worked to ensure our supply
chains were as robust as possible in the face of
the global pandemic.

We ran our plants day and night and designed
innovative ways of working so we could step up
processing capacity to support our farmers.
We prioritised livestock from Platinum and Gold
shareholders and asked that farmers who were
able to do so prepare for holding stock for
longer periods.
We would like to recognise the pressures on
our farmers from flood, drought and processing
constraints during the year.
We appreciate the patience and support from
our farmers over this period. As a co-operative,
we know how important it is to get livestock
processed on time.
There are lessons from the COVID-19 period
and we will be building these into our
operating approach.
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PURE SOUTH HANDPICKED LAMB
At the 2020 annual farmer roadshows, we
launched a new premium lamb offer to farmers
as part of our commitment to differentiating red
meat, capturing greater value for our products
and rewarding our shareholders.

In the first year of the programme, Alliance
Group is offering farmers an additional 10c/kg
premium payment to all qualifying animals that
meet the requirements at the time of processing.

The Pure South Handpicked Lamb programme
uses an assessment system to measure eating
quality with the qualifying lamb to be initially
exported to premium retail markets in North
America and Asia.
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The ERP project will change the way we work
across every part of the business, provide greater
ability to forecast, optimise the production
decisions we make for our suppliers and
customers and enable us to make better
decisions about what products we market
and where we put those products.
GOVERNMENT REFORMS
One of the positives to come out of the COVID-19
situation has been a greater awareness of the
importance of the primary sector. Our sector has
underpinned the country’s economy this year
by continuing to generate export revenue and
preserve jobs.
Alliance Group remains concerned about a range
of Government policies, including the incentivised
afforestation of pastoral farmland.

PLANT INVESTMENT
We are continuing to invest in our plants to
maximise our operational performance. We
approved a series of investments over the course
of the year including:
+	$5.4 million to re-configure our venison
plant at the Lorneville plant so it can process
cull cows
+	$3.2 million to upgrade engine room 2 at
the Lorneville plant
+	$12.5 million for a primal cutter and middles
machine at the Lorneville plant
+	$16 million to automate warehousing at the
Lorneville plant
PLANT PERFORMANCE
The performance of our plants continues to
improve year on year. Yield performance is
improving across all species and this means we
are capturing more saleable product. Quality
is also improving with the number and value of
customer complaints falling.

Plant reliability (fewer breakdowns) across every
species has also risen due to our investment in
plants, our planned maintenance programmes
and the co-operative doing a better job of
training and developing our people to manage
breakdowns. This has meant greater processing
capacity for our farmers.

The government’s freshwater reforms will also
have a major impact on farming across the
country. Aspects of the reforms appear poorly
conceived, impractical for farmers and will
not necessarily lead to improved
environmental outcomes.
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THANK YOU
Success for us this year has been keeping our
people safe, processing farmers’ livestock and
preventing potential animal welfare issues during
COVID-19, preserving people’s jobs and supporting
our local communities.
We remain resolute in our commitment to getting
a great result for New Zealand.
We would like to acknowledge the hard work of
our people. We also can’t forget our overseas
teams, who have faced continued lockdown
conditions, some for much of the year. It says
something very special about all of us and about
the company that our people have shown this
level of commitment in such difficult times.
Our values, launched last year, have also really
come to the fore over the past 12 months. As a
company, we are proud of the way our people
stepped up in the best interests of our farmers,
the co-operative, our customers and the country.

ENTERPRISE RESOURCE
PL ANNING PROJECT
The first phase of our $57 million Enterprise
Resource Planning (ERP) project, a technology
transformation initiative, came online during
the global pandemic. The project is driving major
efficiencies in the way we run the business.
The ERP project includes the replacement of
our legacy 1980s mainframe IT system with
world class technology solutions. It supports our
business transformation.
The first release of the new system focused on
new technologies and processes in the way we
manage procurement of non-livestock goods
and services, inventory, New Zealand domestic
sales and finance. It was completed on time
and on budget.

M J Taggart
CHAIRMAN

D R Surveyor
CHIEF EXECUTIVE

18 November 2020
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K E E P I N G O U R P EO P L E H E A LT H Y A N D S A F E
H E A LT H A N D S A F E T Y
The health and safety of our people is the single
most important focus for Alliance Group. Making
sure we get our people home safe and sound at
the end of every single day is critically important.
Our health and safety journey began five years
ago with a clear focus on behavioural safety.
We have developed a comprehensive system to
manage critical risks and process safety, and
invested significantly in the health and wellbeing
of our people.
We have installed a series of machine guarding
improvements across our plant network and we
are constantly looking at ways to improve our
safety procedures and invest in areas where
we see greater risks to our people.
We have taken further steps to ensure the safe
use of ammonia and reduce the amount
of chlorine kept in storage at our plants.

We have begun a significant programme to
remove or manage all asbestos on sites. The
amount of asbestos varies depending on the
age of a building. Where feasible, we are having
asbestos removed. Where it is not possible to
immediately remove asbestos, we are having it
encapsulated, which will make it safe for a period
of eight to ten years.
This huge focus on health and safety over recent
years has seen a very significant reduction in the
number of injury incidents across the Alliance
business. While this improvement plateaued
in the previous year, we are now once again
improving. Incidents are now reducing with the
Total Recordable Injury Frequency Rate for the
year running at 18.9 injuries per million person
hours worked.
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M U S C U LO S K E L E TA L I N J U RY
PRE VENTION CO ORDINATOR
The highest number of injuries occurring in
our business are strains and sprains, reflecting
the manual and physical nature of much of
the activity in our processing plants. It is a
challenging area to sustain improvement due to
the fact people have different physical make-ups
that respond differently to work.
Alliance Group has developed a strategy to
improve our performance in this area. As part
of this, the co-operative appointed Hennie
Pienaar in the newly created position of Musculo
Skeletal Injury Prevention Coordinator. This role
specifically targets reducing the incidence of
musculo skeletal injuries.
Hennie has been doing a significant amount
of work developing programmes to reduce
musculo skeletal injuries and improve treatment
and return to work programmes. This includes
educational work among our people, to encourage
anyone who is suffering discomfort to seek help.
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He is working with plant supervisors to promote
this early detection of aches and pains, which
could develop into more serious conditions
without intervention.
We are undertaking task assessments to see how
processes can be adapted to address concerns
and providing training around best practice
lifting techniques.
This includes working with the Lorneville plant to
develop a device that helps reduce any strain on
the back and spine while lifting cartons.
Further initiatives are planned, including
potentially using predictability software, which
uses sensors to assess individuals’ biomechanics,
including body type and how they stand and walk,
to help with developing programmes to support
them to maintain good musculo skeletal health.
While it is early days, we are already seeing
results and anticipate this initiative will see a
reduction in lost work hours due to strains
and sprains.

Regrettably, we had two serious accidents at
Pukeuri and Mataura, which illustrates the need
to remain focused on health and safety.

Traffic management improvements have now
been carried out at all our sites, with further
work planned. This has included improving
layouts in plants and installing physical barriers
and walkways to ensure people are separated
from moving vehicles.

TOTAL RECORDABLE INJURIE S
90
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per million
person hours
worked
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Hennie Pienaar

Jim Curran at our Lorneville plant demonstrating an Exoskeleton device
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MATE S AT THE GATE
Mental health is an issue that affects all New
Zealanders and we wanted to do something
meaningful to ensure our people had access to
the right support if and when it was required.

P I C T U R E O F DAV E
ARMSTRONG

Mates at the Gate is our company-wide
programme that encourages our people to
seek support and also educates staff around
recognising signs that colleagues might be
depressed or distressed.
We offer confidential professional help to support
people who need it through our Employee
Assistance Programme.
It’s about mates helping mates and giving our
people the tools to intervene early and link
people to help.
Many volunteers across our workforce have now
trained as Mates at the Gate Connectors—with
connectors working in every area of the business,
ready to listen to people who may be struggling
and linking them to help.
This year, we produced a comprehensive 28page handbook for all our Mates at the Gate
connectors to support their work among their
colleagues and to provide a vital source of
information for any Alliance people seeking
help or advice.
The booklet focuses strongly on recognising signs
of stress, anxiety, alcohol or substance abuse
and suicidal thoughts with guidance on how to
support and help those facing challenges.
In September, Smithfield employee Dave
Armstrong, who introduced the Mates at the Gate
programme to Alliance Group, was recognised
by the South Canterbury District Health Board
for his contribution to suicide prevention with a
Lifekeepers award.

Dave Armstrong

The training was led by one of our business
partners Geoff Ward. The sessions focused on
the behavioural aspects of injury, helping to
understand why people make the choices they
do. Understanding why a particular behaviour is
chosen can help support conversation around any
risks observed and help with conversations about
that risk exposure.
G O OD UP TAKE FOR
FREE FLU VACCINATIONS
There was a good uptake for our funded seasonal
flu vaccinations programme this year. For most
plants, the programme began after Alert Levels
3 and 4 were lifted, with registered nurses
administering the vaccinations. Measures were
also in place for people who needed to have
the vaccinations during lockdown and were not
eligible for free vaccinations, to have the costs
covered by their plant. Staff who did not work in
offices, such as livestock representatives, were
also able to pay for the vaccination at their
doctor or a pharmacy and present the receipt
for reimbursement.
P L A N T C A M PA I G N TA RG E T S

SAFETY LEADERSHIP TRAINING

P RO STAT E H E A LT H

Our senior leadership team, plant management
teams and supervisors all undertook safety
leadership training this year to support them
to understand and implement visible
safety leadership.

Scores of male staff members opted to take a PSA
prostate blood test, used to screen for prostate
cancer, and one-to-one prostate education in an
initiative run at our Smithfield plant. Feedback
was very good, with several staff members
commenting that they would likely not have
seen their doctor for a test outside of work.
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WE CARE ABOUT OUR PEOPLE
Our vision is to be an employer for people who are passionate about creating
value for New Zealand farmers.
We are committed to creating meaningful, rewarding work and careers
for our people. It is important to us that our people can create their own
destiny by growing their capability and developing their careers within
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COVID-19
Alliance Group has taken a range of measures to
protect the health of our employees during the
COVID-19 pandemic
The co-operative worked with the Meat Industry
Association and the Ministry for Primary
Industries on an Industry Standard to define a
set of rules and requirements to ensure the
sector’s continuing operations do not contribute
to the spread of the disease.

systems and ways of working is important to us.

Our people worked incredibly hard under immense
pressure and very compressed timelines to enact
significant changes and ensure we could meet
these standards. It is a credit to the commitment
of our leaders and their teams that they were able
to make this happen in such a short timeframe.

A diverse workforce with the right skills and attributes will support us to deliver

Our measures include:

Alliance Group.
We also want our people to be connected to our purpose and strategy and
understand how they can contribute. Creating a great employee experience,

our strategy.

+	Physical distancing, and where exceptions
occur, specific safety measures such as
Personal Protective Equipment like safety
glasses, gloves, splash guards, facemasks or
visors are in place to protect them
+	Changed traffic flows
+	Remote working

ALLIANCE GROUP ANNUAL REP ORT 2020

programme. This provided vital information for
the Government to determine the pathway to
Alert Level 2 restrictions.
ALLIANCE GROUP
TR AINING PRO GR AMME
The co-operative launched a training programme
and is now offering opportunities for our people
across meat processing and a range of electrical
and engineering roles.
Developed in consultation with the Primary ITO,
employees are undertaking an accelerated path
through the Bronze, Silver, Gold and Platinum
stages of the Alliance training pathways, gaining
New Zealand Certificates in Meat Processing
Level 3 and Level 4. This is equivalent to a
trade qualification.
A range of trade apprenticeships are also being
offered in electrical, mechanical and general
engineering. Graduates of these programmes will
achieve New Zealand Certificate Level 4.
The programme is being promoted to
Alliance Group staff, schools, polytechnics
and communities and through Government
programmes such as Mana in Mahi.

+	Good hygiene practice at work and at home
+	Staggering of start times and breaks to avoid
large numbers of people in the same place
+	Management of transport to/from work
+	Increased cleaning/disinfection
of processing areas
+	Closing site access to non-essential personnel
+	Conducting briefings to walk employees
through the changes and increased
safety measures
+	Placing posters and other communication
materials at the sites
+	Working with transport companies to
keep people safe
Hundreds of our people at our Lorneville and
Pukeuri plants also volunteered to undergo
testing for COVID-19 at work as part of
an ‘asymptomatic’ or community testing

28
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L AB OUR SHORTAGE S
AND IMMIGR ATION
Labour shortages have been an ongoing issue for
the meat processing sector across New Zealand,
but this has been exacerbated by the border
restrictions due to COVID-19.
This affects the ability to run our processing
plants to the desired capacity, fully process all
products, maximise employee earnings and
capture the greatest value for farmers and
the country.
In addition to the Training Programme, to upskill
our people and offset the impact of the loss of

30
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skilled migrants as a result of COVID-19, Alliance
is working with other processors and the Meat
Industry Association on a workforce strategy to
address the issue for the red meat sector in
New Zealand.
We supported the Government’s Opportunity
Grows Here initiative to attract more people to
work in our industry, which is playing a critical
role in New Zealand’s economic recovery.
Alliance Group received approval in principle from
Immigration New Zealand to employ people from
overseas on short-term temporary visas to work
at our plants, however as a result of the COVID-19
border restrictions, this was put on hold.
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SUSTAINABILIT Y: THE ENVIRONMENT AND
OUR COMMUNITIES
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Our sustainability programme is underpinned by five pillars:

Our farmer shareholders are passionate about the land they are guardians of and
are committed to nurturing it to pass on to future generations. As New Zealand’s

Sustainability Journey

only 100 per cent farmer owned major red meat co-operative, Alliance Group
shares that passion and sustainability is a key part of our strategy.

Alliance Group’s approach to sustainability
extends beyond environmental protection to
include areas of societal concern. This year,
we undertook a review to define exactly what
sustainability means for our business, how we can
best communicate our sustainability journey and

how we can cascade that to actions throughout
our business.
Alliance Group’s approach reflects the objectives
adopted by the United Nations and its sustainable
development agenda.
This focuses upon meeting the needs of the
present, without compromising the ability of
future generations to also have their needs met.
It seeks to do this while building a more inclusive
and resilient future for our people. This includes
improving workplace safety, development of
people and ensuring gender balance.

To be recognised as an organisation that delivers our vision of being a world class global food and solutions company
GOAL

while creating prosperity for our farming families, respecting our people, delivering quality produce solutions for our
customers and operating a sustainable and commercially successful co-operative.

WHAT WE WILL LO OK LIKE

Sustainability has taken on an increasing profile
globally. It is relevant to the positioning of
farming and our customers are increasingly
requiring evidence of our approaches. We need
to better communicate the work we are doing in
this area, both to New Zealand communities, to
ensure support for our social licence to operate,
and to our international customers.

ENVIRONMENT

CUSTOMER &
STAKEHOLDER

COMMUNITY

WORKPLACE

FA R M I N G &
SOURCING

Recognised as an
environmentally
responsible company
that respects the
environment in which
we operate.

Customers and
stakeholders establish
and maintain trust in
Alliance through the
actions we take to drive
sustainability outcomes
while delivering highquality products and
services.

A company that has
a strong presence in
the communities in
which we operate and
where we shoulder a
responsibility to operate
in a manner that
supports health, safety
and wellbeing of
these communities.

Delivering a workplace
that is safe for
people, supports
their development,
encourages diversity
and drives high-levels
of productivity through
adoption of technology
and best practice.

Sustainable earnings
growth and shareholder
returns through
competitive procurement
and stronger supplier
relationships. This
is achieved through
sustainable sourcing and
innovation across all
aspects of livestock and
consumable sourcing.

ENERGY USAGE
Alliance sets targets and tracks its electricity
and fuel (coal, gas and diesel) use against
these targets at all seven processing facilities
on a weekly basis. Reports are provided to the
plants, showing how they are tracking per unit
of product output compared to the season
before and against the current season’s targets.
We remain on track to achieve the continuous
improvements targets set for fuel use efficiency
and there has been a 26.89% improvement in
energy efficiency per tonne of product (dressed
carcase) processed since 2000.
DEC ARB ONISATION
Alliance has set a goal to reduce its carbon
footprint significantly over the next 15 years.
An Energy Transition Pathway to decarbonise
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our processing facilities has been developed
by Alliance in collaboration with the Energy
Efficiency Conservation Authority Business (EECA
Business) to operationalise the delivery of the
ambitious goal. An Energy Transition Pathway has
been developed for each of the seven processing
facilities and it provides a long-term transition
roadmap, identifying the investments to realise
a low emission future.
Our priority this year has been understanding and
assessing the current operations to identify and
implement demand-side reduction opportunities
such as reducing hot water use. We can now
focus on supply- side opportunities (e.g.
recovering waste heat to be re-used elsewhere)
before evaluating fuel switching options (such
as biomass or electrode boilers) and move away
from non-renewable carbon fuels.
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MATAUR A HOT WATER
RE TICUL ATION PROJECT
As part of the decarbonisation journey, a hot
water reticulation project is being undertaken
at the Mataura plant during the seasonal shut
down period. This project will reduce hot water
consumption, delivering substantial savings
in fuel (coal) and water treatment costs
at the plant.
The water pipework at the Mataura plant is
very complex with several systems and different
temperatures. Currently, the hot water pipes are
not insulated, and the 86-degree water sent out
into the processing areas soon cools down when
running outside or in the roof space. The hot
water reticulation project includes the insulation
of pipes, simplifying the pipe network and
solving back pressure problems by changing
the water pipes and returning more water
back to the boiler.
This will enable flows to be reduced to all
the sterilisers, with checks to ensure water
temperatures are maintained to comply
with Overseas Market Access regulations.
NEL S ON HIGH TEMPER ATURE
HE AT PUMP
A new energy-saving high temperature heat
pump was installed at Alliance’s Nelson plant in
October 2019. A first for the New Zealand sheep
and beef processing industry, the heat pump
has resulted in a 44% reduction in fuel use,
commensurate with a similar reduction in carbon
emissions, at the site per tonne of product
produced compared to the previous season.
The heat pump was installed in collaboration
with the Energy Efficiency and
Conservation Authority.
MATAUR A AIR DIS CHARGE
The existing air discharge consent for the
Mataura plant expires on 15 December 2020. The
air discharge consent includes the air discharge
from the coal fired boiler and odour discharge
from the site.
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A replacement consent application was lodged
in September 2020, which commits Alliance
to substantially reducing the discharge of fine
particulate matter from the plant boiler in
the next three years. Potential options include
installing a new baghouse filter on the plant’s
existing Main Boiler, or decommissioning that
boiler and replacing it with a new Biomass
Fired Boiler. A biomass boiler would be fired by
a combination of wood chip and dried
wastewater solids.
Alliance has also committed to implementing
additional measures to reduce odour generated
by the plant as part of the application.
EFFICIENT LIGHTING
Alliance Group is installing energy efficient
LED lighting across our seven processing plants,
reducing energy use, greenhouse gas emissions
and costs.
The project will result in energy savings of
approximately 5,600,000 kWh per annum,
the equivalent of powering 704 homes, and
a 550T reduction in greenhouse gas emissions.
HELPING YOUNG NATIVE EEL S
O N T H E I R WAY
A programme, supported by Alliance Group,
is helping young native New Zealand eels to
reach safe habitats via the Mataura River.
The Mataura Falls and Mataura Weir pose two
major barriers for the elvers’ upstream migration.
Alliance Group and Mataura Industrial Estate
share the costs of the programme and have
contracted the Hokonui Rūnanga to operate it.
The Hokonui Rūnanga set up a trap with a natural
flow of water at a spot on the river where the
elvers congregate to rest. The elvers are then
collected and released above the falls,
to continue their journey.
In the initial 2019/2020 programme, 9000 elvers
were trapped and released safely, despite the
programme being cut short due to the major
floods in February.

T O P : Nelson High Temperature Heat Pumps
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B O T T O M : Native New Zealand Eel
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COMMUNIT Y SUPP ORT
Every year, Alliance Group donates meat packs
and meat vouchers for a wide range of fundraisers
and events across the communities our people
live and work in.
The Ground Level Sponsorship programme
provides meat to be distributed during the year
to organisations nominated by our livestock
representatives. Many are fundraisers, such as
for schools or rugby clubs, or community events,
such as dog trials.
Donating meat to Age Concern Southland
We donated meat to Age Concern Southland to
help support the organisation’s work with elderly
people during the lockdown.
The organisation had been struggling to confirm
a consistent supply of meat for the frozen meals
they were delivering.
Meat vouchers donated to charity
We provided each of our staff members with
two $50 meat vouchers in recognition of their
support during the lockdown. Many employees
across the country donated their vouchers to the
Christchurch and Invercargill branches of Ronald
McDonald House. The charity supports families,
free of charge, when their child is in a hospital
away from home.
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Dannevirke plant supports major iwi trust
care initiative during lockdown
Our Dannevirke plant provided a free processing
service for livestock to support a major
community iwi initiative during the Alert Level 4
lockdown. Ngāti Kahungunu Ki Tāmaki nui-a-Rua
Trust distributed thousands of care packages,
containing meat, fish, fruit, vegetables and other
essentials to individuals and families. Alliance
Dannevirke supported the initiative by processing
over 100 hoggets the Trust had purchased, free of
charge, and supplying the product in cartons, as
suitable cuts, which could be easily be divided up
into individual packages.
Supporting the Marlborough
Community Picnic
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Plants’ sporting rivalry reignited
Rugby and netball teams from our Smithfield
plant and Silver Fern Farms’ Pareora plant met in
a charity sporting tournament in March to raise
funds for St John New Zealand. Rugby games
between the two plants were an annual fixture
in the past but the last was held in the 1980s.
The tradition was revived after the shield was
found in storage, with a new netball challenge
added. It is now hoped to make the charity
games an annual event.

T O P R I G H T : Smithfield’s Liueli Simote on attack
M I D D L E : Smithfield netball and rugby teams
B O T T O M R I G H T : Smithfield netballer Steph Sayer (right)
B O T T O M L E F T : Smithfield captain Douron Kakala (left)

We provided Te Mana Lamb rumps to the
Marlborough Community Picnic, a community/
business collaboration hosted by Make It
Marlborough, which hosted 500 people
nominated by local charities.
Donating to the Southern Charity
Hospital Buy a Brick campaign
Our Southland staff and Alliance Group raised
funds for the Southland Charity Hospital. The
pathway into the hospital will be paved with
bricks engraved with the names of fundraisers
and donors in order to pay tribute to the
community that is working so hard to make
the project a reality.
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Shin bone carvings
Beef shin bones from our Levin plant are being
donated to a key programme at a specialist
unit at Rimutaka Prison. The men have taken
up the challenge to learn about the things
that drove their past behaviour and develop
the skills required to break unhelpful patterns.
The men have donated a number of their
carvings to be auctioned to raise funds for the
Cancer Society of New Zealand. As a gesture of
appreciation, Nicola Perkins, (pictured right)
Manager of Psychological Services at the unit,
also presented plant manager Andre Pelser
with two carvings to display at the plant.
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O U R FA R M E R S A N D T H E I R P RO D U C E
Our farmers faced a host of challenges this year including trying to have
livestock processed under COVID-19 plant capacity constraints, extreme
dry conditions across much of the country, a poor spring and early summer
in Southland and freezing conditions and snowfalls in Southland and
Otago in September.

COVID-19
During the COVID-19 crisis, we operated our
plants under strict protocols designed to prevent
the spread of the disease. This reduced livestock
throughput and meant unavoidable processing
delays for farmers. The team worked hard
to address the back-logs, including working
overtime, at weekends and transporting
livestock to other plants for processing to
ease the pressure.
Alliance Group focused on maximising the number
of livestock we processed and getting through
the backlog while doing everything we could to
prevent the spread of COVID-19.
We prioritised livestock from our Platinum and
Gold shareholders and those farmers facing
animal welfare issues on farm. Our team worked
to design innovative ways to lift our processing
capacity. Plants operated both day and night
shifts in an effort to process farmers’ livestock
within safe working limits. Thanks to the efforts of
our people, we quickly bedded down the new run
modes at our plants and incrementally increased
our processing capacity to clear the backlog.

We understand how hard it was for farmers who
wanted their animals processed. We brought on
as much capacity as we could and ran overtime
at plants. Together, we got through the
difficult period.
We know from the feedback we had from many
farmers they appreciated the efforts of our
people. Our teams were also grateful for the
support from farmers and inspired by it.
PREMIUM PRODUCTS
Building on the success of our Handpicked Beef
programme, this year we also launched a Pure
South Handpicked Lamb, paying farmers a
premium for eating quality. You can read more
about this programme in our sales and marketing
section on page 48.
FA R M A SS U R A N C E
As a founding partner in the Red Meat Profit
Partnership, Alliance Group was involved in
the development of the NZ Farm Assurance
Programme (NZFAP). At the time, we opted
to focus on enhancing our own assurance
programme to meet the requirements of our
global customers, but left the door open to join
NZFAP when it made sense to do so.
An updated improved NZFAP with three additions,
farm environment, people and bio-security, is to
be released and we have chosen to transition to
this programme.

44

L OYA LT Y PAY M E N T S

F R E E STO R E STO C K S E RV I C E

Alliance Group’s loyalty programme recognises
and rewards our loyal shareholders for their
consistent and committed supply.

Our store stock facilitation service, which
enables farmers to move lambs, ewes, cattle and
deer to other farms when required, has continued
farmer support. Our farmers tell us this service is
of great benefit to them, particularly at difficult
times. This was illustrated during the drought
period in the Hawke’s Bay.

The quarterly payments are made to Alliance
Group’s Platinum and Gold shareholders who
supply 100 per cent of their livestock to the
company. Farmers are paid an additional 10
cents/kg for lamb, six cents/kg for sheep, 8.5
cents/kg for cattle and 10 cents/kg for deer.
The total amount of loyalty payments paid out
for the season was $15.5 million.
A D VA N C E PAY M E N T S
Our advance payments programme supports
farmers with cashflow when they are at their
normal season low period on processing animals.
These payments are open to Platinum and Gold
shareholders and we pay farmers in advance for
livestock they commit to processing with us. This
provides farmers with regular income and ensures
supply for the co-operative so that we can meet
commitments to global customers. Alliance
Group advances a cash payment of up to 80 per
cent of farmers’ animals that are committed
for processing.

R E D M E AT P RO F I T PA RT N E R S H I P
Alliance Group is a partner in the Red Meat
Profit Partnership Action Network Programme,
a successful collaboration between the
red meat sector and government under the
Ministry for Primary Industries’ (MPI) Primary
Growth Partnership (now Sustainable Food
& Fibres) programme.
This $64 million programme brought together
industry partners investing alongside MPI in an
innovative seven-year collaboration to improve
the productivity and profitability of New Zealand’s
sheep and beef sector.
The partnership was formed to address the
significant variability in farm profitability
across the New Zealand red meat sector.
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The co-operative has been involved in a number of
RMPP initiatives over the past year. Many of our
farmers have joined the RMPP Action Network.
The Action Network model supports small groups
of seven to nine farm businesses to work together
in ‘Action Groups’ to explore ideas and share
expert resources to help them to make positive
changes on-farm. The Alliance Group team has
helped identify and connect Action
Group members.
We also support the electronic Animal Status
Declaration (eASD) initiative. This enables
farmers to complete and submit animal status
declaration (ASD) forms electronically by
smartphone or online.
eASD is saving our farmers and the co-operative
time and reducing costs, while potentially offering
New Zealand advantages in animal product
traceability and market access. Our yards staff
at Alliance plants also receive advance notice
of the livestock coming in, they know all of the
information is completed and it is easy to read.
MINIMUM PRICE CONTRACTS
Our Minimum Price Contracts provide farmers
with visibility of the returns they can expect.
These contracts protect the farmer from
downside in the market, while allowing them to
participate in any upside. They also help the cooperative plan for stock flows. This supports the
co-operative in ensuring the required capacity is
available for farmers when needed and helps
with processing efficiencies.
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ANNUAL ROADSHOWS
Farmers across the country joined Alliance Group
directors and members of our senior management
team at our 2020 Annual Roadshows. Twentythree meetings were held across the country,
starting in Omihi on 22 September and finishing in
Cromwell on 20 October. The roadshow meetings
were a great opportunity for farmers to hear firsthand from directors and the senior management
team about the performance of the business,
progress on strategy and new initiatives. Four
of the key insights that came from this year’s
roadshows were the importance of processing
space, support for continuing to invest in
upgrading our plants, the need to be
competitive in bull and farmer concerns over
freshwater management.
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its associated industries and/or primary
production. Each bursary is valued at $1,500
per annum for a maximum of three years.
2 0 1 9/ 2 0 E M P LOY E E S ’ FA M I LY
M E M B E R S B U R S A RY
Our Employees’ Family Bursary is open to
candidates who have a parent or guardian
employed at Alliance Group and who intend
pursuing a course of study in areas relating to
the meat industry, its associated industries and/
or primary production). The bursary is valued at
$1,500 per annum for a maximum of three years.
James Burnett of Woodbury, who is currently
studying toward a Bachelor of Laws at Otago,
won the 2019/20 award. He works at Smithfield
during the holidays to help fund his study.

2019/20 SHAREHOLDER
U N D E RG R A D UAT E B U R S A RY
AWARDED
The winner of the 2019/2020 Shareholder
Undergraduate Bursary was Emma Ractliffe
of Kimbolton.
Emma is studying toward a Bachelor of
Agricultural Science at Massey University
and is Vice-Chair of Massey Young Farmers.
The bursary is open to the children of Alliance
Group shareholders who intend pursuing a course
of study in areas relating to the meat industry,

This year, we offered 13 Minimum Price Contracts
for lambs, sheep, cattle and deer. These were
welcomed by our farmer suppliers for the
certainty they delivered for farm businesses,
especially given the global market volatility.
Importantly, the co-operative honoured
our Minimum Price Contracts despite the
unpredictability of our key markets—this meant
in some instances farmers were paid above the
market price for their livestock.

Emma Ractliffe
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SALES AND MARKETING
INTRODUCING:

It has been a year of unprecedented challenges for Alliance Group’s sales
and marketing teams. Following the significant price correction in China in

Pure South Handpicked Lamb

December, our global markets deteriorated as the COVID-19 pandemic spread

As a 100 per cent farmer-owned co-operative, Alliance Group is committed

across the globe. The food service sector, in particular, was impacted with

to building a differentiated premium portfolio and providing our farmers

restaurants disrupted due to people movement restrictions. Lower customer

with opportunities to partner with us on new products for new segments

confidence also presented challenges for our sales team. However, it was also

across our entire range. This year, Alliance Group extended our premium

a year where the co-operative showed considerable resilience, agility and

programme with the launch of Pure South Handpicked Lamb.

tenacity to get a good result, building on the skills and capabilities developed
over the past five years.

The sales and marketing teams focused on
four key areas:
+
+
+
+

Margin optimisation
Managing inventory and cashflow
Innovation
Customer satisfaction

Alliance Group worked hard to drive the speed
of our sales and be agile in diverting product to
other markets during the COVID-19 lockdown
period. We worked with customers to make
sure products continued to flow and changed
product forms so we produced cuts that were
more versatile and could be sold through multiple
channels. We also looked to reduce our inventory
risk as the COVID-19 pandemic gathered pace.
The quality and speed of our plan adjustments
and our ability to manage and care for our
customers through this difficult period was
a real credit to our people.
We are a global food and solutions co-operative,
capturing more market value for our farmers.

The co-operative has invested in a significant
amount of research to better understand
consumer needs, expectations and demands and
have identified attributes that the consumer is
willing to pay a premium for.
We are now building a differentiated premium
portfolio and providing our farmers with
opportunities on new products for new segments
across our entire range.
The co-operative is tapping into the growing
demand from increasingly discerning consumers
around the world who are willing to pay a price
premium for red meat produced under strict
criteria and featuring attributes guaranteed
by a brand they trust.
Last year, we launched our award-winning Pure
South Handpicked Beef range—the 21 Day Aged
Beef and the 55 Day Aged Beef—which for two
years running has won gold medals at the World
Steak Challenge. These have demonstrated there
is a strong market for differentiated programmes
for our farmer shareholders to participate in.

The programme uses a rigorous assessment
system to measure eating quality, with
qualifying lamb initially being exported to
premium retail markets in Asia and
North America.

The lambs must also weigh between 17.1kgs–
23kgs, meet required levels of fat cover,
intramuscular fat and have desirable pH
levels. All ewes supplying lambs must be
body condition scored throughout the year.

The programme is open to Alliance Group’s
Platinum and Gold shareholders, who
supply 100 per cent of their ovine livestock
to the company.

Only wether and ewe lambs may be supplied
to the programme. The lamb is selected from
lambs of any breed except Merino. Lambs
with greater than 50% Merino genetics are
not accepted as these have their own unique
attributes and are marketed under the
premium Silere Alpine Origin Merino brand.
The meat is hand-selected through Alliance
Group’s plants and then aged to ensure
eating quality.

Lambs must be born and raised on the
shareholder’s property, achieve special raising
claim requirements and be antibiotic-free.
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QualityNZ’s other shareholders include New Zealand cricketing legends Daniel Vettori, Brendon McCullum and Stephen Fleming

Alliance Group uses social media influencers to promote our red meat in China

PURCHA SING STAKE IN OUR
I N D I A PA RT N E R

socio-economic category, which is represented by
more than 200 million people.

E-COMMERCE

In February, Alliance Group acquired a 10.5
per cent stake in our India partner QualityNZ.
QualityNZ supplies New Zealand’s products such
as red meat, seafood and wine to India. Fellow
shareholders include New Zealand cricketing
legends Sir Richard Hadlee, Stephen Fleming,
Daniel Vettori and Brendon McCullum.

This investment will ensure Alliance Group is
closer to our Indian customers and can better
understand their needs and expectations. It
will provide us with deeper connections to this
important market and lift our visibility and
engagement across all steps of the supply chain.

This investment in QualityNZ is consistent with
Alliance Group’s strategy of moving up the
value chain and having an in-market presence
in key regions.
Alliance Group has been the exclusive supplier
of New Zealand red meat to QualityNZ since the
company’s inception seven years ago—with the
co-operative’s Pure South Lamb on the menu at
more than 340 five-star hotels and restaurants
across 25 cities in India. This investment is the
logical next step.
India’s fast-growing middle and upper classes
have a real appetite for New Zealand lamb and
value the Pure South story of grass-fed red meat
produced naturally. We are targeting the higher
52

G R A N D FA R M
The COVID-19 crisis highlighted the value of
our strong and enduring partnership with our
in-market Chinese partner Grand Farm. There
was regular communication and transparency
throughout the pricing re-set period in December.
We also shared critical information and
intelligence during the spread of COVID-19 in
China and worked with them to help Grand Farm
pivot from food service to retail and e-commerce.
Alliance Group also changed our product forms to
support Grand Farm’s transition to these channels
and co-developed various brand solutions
and programmes.

We saw significant growth in online transactions
and sales in China this year, especially in
meat products, partly driven by people
being incentivised to buy online during
the COVID-19 crisis.
Chinese consumers are already strong users
of e-commerce channels, but the movement
restrictions in January and February saw usage
increase dramatically, embedding this as a strong
part of the tool-kit for retailers.
Alliance Group adapted to meet these new
requirements, including taking steps to educate
Chinese consumers around cooking beef and
lamb at home.
We targeted consumers with simple recipes that
highlighted the benefits of grass-fed natural beef.
In May, we joined with Beef & Lamb New Zealand
in a joint initiative to launch an extended digital
campaign on China’s two biggest e-commerce
platforms, TMall.com and JD.com.
The campaign, which leveraged changes in
consumer behaviour in China toward purchasing
red meat online and seeking healthier food

options in the wake of COVID-19, built on our
existing partnership with the New Zealand Food
Basket and e-commerce giant Alibaba.
Featuring Pure South Lamb in conjunction with
the red meat sector’s Taste Pure Nature country of
origin brand, the programme focused on driving
awareness of New Zealand’s healthy and natural
grass-fed lamb and ultimately to drive sales.
The campaign targeted specific events run by
both platforms with display ads, search engine
optimisation and search engine marketing to grab
the attention of consumers searching for grassfed meat. It also leveraged the fire-power of
specific Chinese influencers to create awareness
and drive traffic to the e-commerce channels.
There is a significant opportunity in China for
New Zealand lamb to take centre stage. New
Zealand is a trusted source of protein in China
with consumers focused on health and nutrition
in the wake of COVID-19.
We expect this trend to continue as people have
experienced the convenience and efficiency of
healthy and nutritious food being delivered right
to their door.
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H O M E M E A L D E L I V E RY S E RV I C E S
Global home meal delivery services have grown
in popularity in recent years as people look for
convenient eating options. Home meal delivery
provides a strong vehicle for us to highlight our
brand story directly to the consumer, telling
our stories of heritage, taste and welfare and
connecting customers with the source
of their food.
In addition to our partnership with New Zealand’s
My Food Bag, we are also supplying our lamb,
beef and venison to a range of global companies.
Alliance Group has been supplying global
company Hello Fresh in the UK and Europe with
lamb, beef and venison for more than two years.
Hello Fresh produces a range of easy to cook at
home recipe boxes. When our team first met Hello
Fresh in 2018, they had one British lamb product
on the menu. The Hello Fresh development team
was impressed by the versatility of our lamb
and venison and recipe ideas. This relationship
continues to go from strength to strength.
In Asia, Eat The Kiwi delivers Te Mana Lamb to
the doors of restaurants and homes in Hong
Kong (https://store.eatthekiwi.com). Their meal

Nadia Lim, My Food Bag
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kit features Roast Te Mana Lamb with Fennel,
Capsicum and Pan Jus.
In Malaysia, Pure South lamb and mutton
is available on My Meatbox, an online venture
for Malaysian home cooks. My Meatbox specially
curates ethically-sourced meats in a wellbalanced assortment of easy-to-cook items for
their variety boxes. (www.meatbox.my)
PREMIUM RE TAIL
We have also invested in the premium retail
channel as the demand for grass-fed and/or
antibiotic-free red meat grows. This gives us
an opportunity to build our brands and capture
greater market value. On the West Coast of North
America, we are seeing shoppers at our new retail
partners who are prepared to pay a premium for
high quality premium products and with greater
product loyalty.
This is highlighted by the release of Te Mana
Lamb in Erewhon supermarkets across California.
Erewhon is the premier ‘supermarket’ chain
in North America, a favourite of Hollywood
superstars, and visiting their stores is more of a
social event than a typical supermarket outing.
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TE MANA LAMB
COVID-19 disrupted Te Mana Lamb’s key channel,
the global food service sector. The global team
has worked hard to deliver sales through new and
innovative channels— something that we hope to
capitalise on further in the future—and we also
took part in some key initiatives.
This included a major showcase for a global
audience by Massimo Bottura, one of the world’s
most influential chefs. Mr Bottura, who has more
than 1.3 million Instagram followers, cooked Te
Mana Lamb alongside a host of other premium
Kiwi products as part of a Kitchen Quarantine
social media event in Italy, organised by New
Zealand Trade and Enterprise.
Foodies from around the world tuned into the
demonstration programme and Prime Minister
Jacinda Ardern sent the chef an Instagram
message during the event. Massimo Bottura is
the chef and patron of Osteria Francescana in
Modena, Italy’s most celebrated restaurant,
with three Michelin stars.

ALLIANCE GROUP ANNUAL REP ORT 2020

‘C A R E PA C K A G E S ’
BUILD US REL ATIONSHIP S
Our US team has continued to build strong
relationships with food service providers and
worked hard to further develop and enhance
these during the challenges posed by the
global pandemic.
With the US food service sector hitting tough
times, Dan Keith, our Vice President Sales in
the US for Te Mana Lamb, hit on the idea of
sending ‘care packages’ of the product to chefs,
restaurant owners and some key distributors,
at their homes to help engage them and keep
Te Mana Lamb ‘front of mind’.
Over several weeks, 150 packages, containing
mainly lamb racks, together with fresh rosemary
and mint from Dan’s garden, were sent out
across the US.
The response was exceptional. While the team
had already achieved some very good results, this
initiative enabled them to connect with chefs on
a level they had not before and has seen social
media interest soar.
There was a major increase in social media
followers and a large amount of social media
content generated by the chefs. This included
videos and photos of the product and even a lamb
‘cook off’ between chefs in Florida and California.

Massimo Bottura

Care Packages
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SPECIALITY INGREDIENTS
AND MATERIAL S
Capturing greater market value from our
products is a key part of Alliance Group’s
strategy. A major part of this is exploring and
developing ways to add value to materials
formerly known as ‘co-products’.
Once regarded as having little value, these are
now recognised as Speciality Ingredients and
Materials (SIM), and our global sales team is
strongly focused on exploring further ways
they can be used, leading to greater
carcase utilisation.
For instance, many materials that might
previously have been rendered, can now be
used as a product suitable for petfood. Bloods
are collected and used to create serums, for
use in labs or to develop medical products,
such as vaccines.
SIM sales remained solid during the height of
the global pandemic with demand for petfood
ingredients increasing, due to people stocking
up and companies requiring materials to get
stock back on shelves.
Some SIM exports have been challenging and
we have needed to be agile in our response.
China became non-competitive in the leather
space last year so we diverted some product
to India and Pakistan. Those countries were hit
hard by COVID-19, with producers experiencing
mandatory shutdowns. Our focus then
shifted back to China and increasing what
we did in Europe. While this category is under
pressure, high quality pelts and skins are still
commanding good prices.

TOP:
Cannon bones (inside marrow used for pharmaceutical
and also sliced along the length to serve with steaks)
BOTTOM LEFT:
Beef Honeycomb Tripe
BOTTOM RIGHT:
Beef Aorta
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OUR GLOBAL MARKETS

ASIA
The concentrated lockdowns in Asia had a
considerable impact on all pathways to market,
where some economies do not have the ability to
manage widespread infection, causing market
closures, heavily impacting all channels.
Despite COVID-19, Asia recovered well across all
categories, led by retail and direct to consumer
across Taiwan, Hong Kong, Malaysia and
Singapore. We increased the lamb and mutton
business in Taiwan, Korea and Singapore. There
was also continued growth in Hong Kong in retail
and digital commerce, both across premium
brands and Pure South. We also expanded our
beef into wider sectors and customers across Asia,
including chilled product to Singapore.
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NORTH AMERIC A
China continued to be a large producer, importer
and consumer of protein. Whilst heavily impacted
by COVID-19 across January/February, the key
Chinese New Year period, there has been a solid
recovery since then. The key factors behind
this recovery were an increased count of beef
customers and channel penetration led by
frozen and continued growth in the Grand Farm
partnership, product range, premium portfolio
and channel penetration, especially online.
Chilled beef remains a significant opportunity,
particularly for mainstream and premium retail.
Speciality ingredients and materials also switched
back to China on a number of sub-classes as the
rest of the world closed due to COVID-19.

North America was heavily challenged over the
past six months in particular, led by widespread
COVID-19 lockdowns, Black Lives Matter protests
and state-level curfews and then the reemergence of COVID-19 across a number of
the larger states, particularly the West Coast.
Food service, which normally accounts for more
than a third of our sales within the US and
consumes a large share of our lamb middles
sales, was heavily impacted. We diversified sales
programmes to retail and delivered food service.
Demand held for ovine in retail and beef, where
the supply chain was less impacted. There were
also considerable changes to retail consumer
behaviour with less trips, but greater spend and
demand for chilled products.

We experienced increasing demand for antibioticfree, grass-fed lamb. Globally, the US has
the highest number of households earning
disposable income over US$35,000/year. This
affluent consumer base, combined with large and
increasing meat consumption, means the country
has become extremely attractive and influential
in the global protein trade landscape.
Opportunities exist for Alliance Group to enhance
the profile of our red meat in the US, on the back
of growing demand from consumers for products
that are more natural, healthy and better for the
environment and the welfare of animals.
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UNITED KINGDOM AND
THE EUROPE AN UNION
The varying levels of lockdown across the UK
and the EU meant the marketplace was subdued.
The disruption of the food service sector impacted
lamb consumption more heavily in the EU than
the UK, however the increasing retail and digital
commerce (home delivery) partnerships in the
UK created year-on-year growth in lamb.
The growing demand for mutton for
manufacturing items and ready meals
in the EU was also a positive.
The exit of Britain from the EU in December 2020
continues to cast a shadow over the country
this year, however we remain confident we are
well-placed for business continuity. However, we
are concerned about the proposal by the EU and
the UK to split the EU’s WTO tariff rate quotas
following Brexit.
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MIDDLE EAST
The Middle East was affected by COVID-19 with
the region’s food service channel in particular
heavily impacted due to its reliance on
international business and tourism. This limited
the performance of the region. However, the
retail channel was resilient with
consistent demand.
NEW ZEALAND
New Zealand, whilst being impacted by
COVID-19 lockdowns across the country in April
and Auckland in August, has been relatively
lightly affected compared to the rest of world.
Whilst business travel, international tourism and
key local holiday periods have been hard-hit, New
Zealand red meat protein consumption has been
relatively resilient through the year.
New Zealand is a growing market for Alliance
Group and our overall domestic sales increased
by more than 18 per cent over the past year. We
have strengthened our sales and marketing team
in New Zealand, continued to build partnerships
with the food service sector and with customers
in the grocery retail channel.

S E C T I O N 9 : Our Global Markets

There has been considerable growth with
our products gaining a greater presence and
penetration into the North Island retail market.
We have been more effective in the delivery of
everyday promotions and begun developing
product line extensions and new products.
Branded Pure South lamb and beef is now
regularly available in supermarkets in the North
Island, and Auckland in particular, has been
successful with sales tripling.

ALLIANCE GROUP ANNUAL REP ORT 2020

Our online food delivery channel
www.puresouthshop.com grew significantly
during the COVID-19 restrictions. With the food
service sector heavily impacted, we diverted
members of our team into the e-commerce
and digital marketing areas and accelerated
previously planned investment in the online store.
Our online sales grew by 400 per cent for the
month of April alone as more people chose to
purchase meat online over the lockdown.

From a trade perspective, we have also looked
to improve our relationships with a number of
our partners.
Throughout the COVID-19 period, we have been
having positive discussions with our customers
to determine their future requirements and
we are also working hard to establish stronger
relationships with downstream manufacturers.
The New Zealand food service sector is now
showing signs of a cautious recovery and the
team is out meeting chefs as restaurants re-open.
The work we have done in this space over the past
few years will stand us in good stead.
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M A N U FAC T U R I N G E XC E L L E N C E
Alliance Group’s manufacturing division faced significant challenges over the
past year including flooding at Mataura and COVID-19 processing restrictions.
We have continued to deliver on all of the strategic objectives of our five year
strategic plan, delivered a range of profit-improvement projects, improved
the efficiency throughput through our boning room and slaughter boards, and
lifted the quality of our products. Alliance Group has continued to invest in
building the capability and capacity of our people.

Manufacturing excellence is an important part
of our programme to improve the performance
and productivity of our plant network and ensure
we remain the leader in New Zealand red
meat processing.
There are four key features of our
Manufacturing Excellence Programme:
+ Optimising production efficiency
+ Building people capability and capacity
+	Standardisation of best practice processes
across all plants
+ Automation
The programme has helped to build our resilience
and improve our agility, which enabled us to
maximise our operational performance during the
COVID-19 crisis. Driving efficiencies and lowering
our costs means we can pass these gains onto our
farmer shareholders.
PERFORMANCE
The improvement in the performance of our
plant network is one of the many success
stories for the co-operative.
There has been a lift in yield across all species as
we capture more value out of every animal. Plant
reliability (fewer breakdowns) is higher with a
four per cent increase. Product quality is up,
and customer claims have declined
substantially (58 per cent).
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This is a result of the investment across our
plants, but also the terrific work our team has
undertaken around planned maintenance and our
training and development programmes.
The co-operative has adopted a clear, planned
and proactive approach to maintenance. Thanks
to our computerised maintenance management
programme, we have achieved quality and
production efficiency improvements as well
as a lower unit cost.
Our business intelligence software tracks key
performance indicators and provides comparative
data on the maintenance costs, failure rate and
equipment availability. This does not mean we
have zero breakdowns but year on year reliability
is up, and as we build data history and learn
more, we will improve further to deliver more
capacity and efficiency.
We continually measure a range of factors across
safety, quality, cost efficiency and delivery at
our sites and conduct real time tracking and
management of performance. This enables the
plant manager to survey what is happening in
every part of the plant every day, providing a
snapshot of how we are tracking as well as an
opportunity to identify and act on any negative
deviation from our set targets.
Our front-line leaders regularly discuss the
performance of our sites with the plant
management teams and assess what
is required to make further gains.

Primal Cutter

Primal Cutter at Dannevirke

We have continued our significant investment
profile across our plants this year. This included
the Dannevirke and Smithfield plants where we
increased capacity by 20 per cent.

investment recognises that need and is a further
step in our strategy of investing in maximising
our operational performance to benefit farmershareholders and create a stronger co-operative.

INVESTING IN BEEF PRO CESSING

The upgrade, due to be carried out during January
and February, will enable the facility to process
cow and light bull during peak seasons, freeing up
space at our Mataura plant for prime steer, heifer
and bull. It will also provide additional capacity
for processing deer.

We have continued our programme of investing
in our beef processing programme and developing
our premium beef portfolio. This includes
approving a $5.4 million investment in our
modern venison plant at Lorneville to enable
beef processing.
As our supply volumes have continued to grow
year on year, our farmers have been asking
for more beef capacity in peak season. This

The work at the Lorneville plant builds on
our investments in strengthening our beef
performance at our Mataura, Levin and Pukeuri
plants. The new facility will open in 2021.
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LO R N E V I L L E VA LU E A D D FAC I L I T Y
Our new added value facility at our Lorneville
plant was successfully commissioned this
year and has exceeded our expectations. The
investment, which is part of our programme to
unlock the full scale and potential of our plants,
includes new lines for automatic slicing, dicing
and mincing of products. For the first time, we

can now mince lamb from trim, create hamburger
patties and create packages from 5kg down
to 100g portion packs, for chilled, frozen and
food service. The technology has significantly
expanded the scope of existing production by
increasing the processing capacity of fresh and
tempered lamb.

Lorneville Plant
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Board of Directors
M U R R AY TAG G A RT

JARED COLLIE

Chairman and Supplier Representative
B.Agr.Sc.

Supplier Representative
B.Com.Ag. (VFM)

Audit & Risk Committee
ERP Committee
People Committee

ERP Committee
People Committee

Murray was elected as a supplier representative
in 2010 and appointed chairman in 2013. He was
also on the Alliance Group board from 20022007. Murray operates a 732 hectare sheep, beef
and cropping farm in North Canterbury. He is
a director of Ballance AgriNutrients Ltd, FMG
Insurance Ltd and a number of other companies
and organisations.

RUSSELL DRUMMOND

Supplier Representative
ERP Committee

DAWN SANGSTER

Supplier Representative
B.Com.Ag
CMinstD

Audit & Risk Committee

Audit & Risk Committee
People Committee

Jared was elected as a supplier representative to
the board in 2015. He operates a 1,400 hectare
sheep, cattle and dairy farm in Central Southland
and is also an independent advisor for Arrow Dairy
Ltd, a director of Benmore Downs Ltd, chairman
of Platinum Dairies Ltd, deputy chairman of the
Jeff Farm Management Board, and a facilitator
for the Takitimu Discussion Group.

PETER SCHUYT

Independent Director
B.Com.
CFinstD

Dawn was elected as a supplier representative
in 2011. She is a director of GlenAyr Ltd, farming
sheep and beef on 2,870 hectares in Central
Otago. She is a facilitator for the Red Meat Profit
Partnership-funded AgriWomen’s Development
Trust’s Understanding Your Farming Business
course, chair of Community Trust of Maniototo
and director of Farmlands Cooperative Society Ltd.

DON MORRISON

Peter was appointed as an independent
director in December 2017. Peter is an
experienced director across a range of
New Zealand businesses including Tatua
Co-operative Dairy Company, TSB Bank Ltd,
Foodstuffs North Island Ltd and Dairy NZ Inc.
He has held senior executive roles at the New
Zealand Dairy Board, Fonterra and the New
Zealand Post Group, and is a Chartered Fellow
of the New Zealand Institute of Directors.

Graeme was appointed as an independent
director in April 2013. He is a partner in GR &
JA Milne, director of Nyriad Ltd, chairman of
PF Olsen Group Ltd and subsidiaries, Rimanui
Farms Ltd Advisory Board, Synlait Milk Ltd and
subsidiaries and Terracare Fertilisers Ltd. He is
a Council member of the University of Waikato
and a trustee of Rockhaven Trust.

SAR AH BROWN

Supplier Representative
B.Com.Ag.

Independent Director
BHSc.(Home Science)(Distinction)

Audit & Risk Committee

People Committee (Chair)
ERP Committee

Audit & Risk Committee (Chair)
ERP Committee (Chair)

Russell was elected as a supplier representative
in 2014. He is a director of RG & JM Drummond
Farms Ltd, farming sheep and cattle on
3,000 hectares at Avondale and Five Rivers,
Southland. Russell is also a member of the
Takitimu Discussion Group and Upper Aparima
Catchment Group.

GRAEME MILNE

Independent Director
B.Tech. (Biotech) 1 st class Hons
CFinstD
ONZM

Don was elected as a supplier representative in
2013. He is a director of DG & BC Morrison Ltd,
farming sheep and cattle on 465 hectares at
Waikaka Valley, Southland. He is also a director
of Pure Taste New Zealand (NZ) Ltd, Ahika
Journeys Ltd, chairman of W9 and a member
of the Alpha Sheep Genetics Group.

JASON MILLER

Supplier Representative
People Committee

Sarah was appointed as an independent director
in March 2018. She holds a Bachelor of Home
Science degree from the University of Otago,
and lives in Manawatu where she owns a sheep
and beef farm. Sarah has held a number of
senior management positions in marketing and
consumer insights with high profile companies
including Lion Nathan and Colmar Brunton.
Sarah has considerable expertise in marketing in
a broad range of industries internationally and
has assisted Australian Pork, Coca-Cola Amatil,
Diageo and Goodman Fielder International.

Jason was elected as a supplier representative
in 2015. He was also a director on the Alliance
Group board from 2007-2013. Jason operates
800 hectares of sheep and cattle farmland in
Southdown, Southland.
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Executive Leadership Team

DAVID S U RVE YO R

Chief Executive

David Surveyor was appointed Chief Executive
in 2015. He is Chairman of Alliance Group
(NZ) Ltd, the UK subsidiary, a director of The
Lamb Company (North America), a director of
Meateor GP Limited, and a member of the Meat
Industry Association Council. He was previously
Executive General Manager of Laminex, a
subsidiary of Fletcher Building and has also held
roles with BHP in Australia and as President
of Bluescope Lysaght in Malaysia. David has
a Bachelor of Economics from the University
of Western Australia, a Graduate Diploma
in Applied Finance and Investment from the
Securities Institute of Australia and completed
an Advanced Management Programme at
Wharton Business School at the University
of Pennsylvania.

SHANE KINGSTON

General Manager Sales

Shane joined Alliance Group as General
Manager Sales in 2018. He has significant
sales leadership experience, most recently
at Diageo, a global leader in beverage and
consumer products company, where he was
Global Commercial Performance Director
— Global Sales, based in Singapore. He has
also held both sales management and sales
strategy roles within Diageo Australia, being
part of the company’s leadership team. His
earlier career includes sales roles with leading
consumer companies GlaxoSmithKline and
Britvic in Europe. Shane holds a Bachelor
of Science in Food Business from University
College, Cork.

DANNY HAILES

General Manager Livestock
and Shareholder Services

Danny was appointed General Manager Livestock
and Shareholder Services in 2019 after previously
serving as Company Secretary. He has been with
the company since 1993. His other previous roles
at Alliance Group include Group Legal Counsel,
Plant Manager Dannevirke, Plant Manager
Pukeuri, Acting Plant Manager Mataura and
General Manager Commercial. He has an honours
degree in Law from the University of Otago, is
a barrister and solicitor of the High Court of
New Zealand and a graduate of the Advanced
Management Programme at Harvard Business
School in Boston, USA.

74

NIGEL JONES

General Manager Strategy

Nigel was appointed General Manager Strategy
in September 2015 after 16 years in the dairy
industry, including General Manager roles in
strategy, supply chain and logistics with
Fonterra. Nigel has significant experience in
business strategy and planning, marketing,
key account management, procurement, supply
chain and logistics and has worked in a range
of international markets. He has Bachelor of
Business Degrees in Accountancy and Finance,
a Master of Science in Supply Chain and Logistics
(Cranfield University, UK) and completed an
executive programme in Strategy at Stanford
University. He is a member of the board of
Deer Industry New Zealand.

CHRIS SELBIE

General Manager People and Safety

Chris was appointed General Manager People
and Safety in July 2015. Chris has significant
experience in developing and implementing HR
and performance improvement strategies across
a range of organisations and industries. He is
strongly committed to safety leadership and
strengthening workplace safety culture. He has
a Bachelor of Commerce from the University
of Otago and his career includes senior
human resources leadership roles in various
multinational companies.

C AMERON MATHE WS ON

Chief Financial Officer

Cameron was appointed Chief Financial Officer
in June 2016. He has significant experience
in leading business transformation and
organisational performance improvement.
Cameron has held a number of senior financial
and commercial leadership roles with large listed
companies and co-operatives in both the UK
and New Zealand. This includes Chief Financial
Officer/General Manager Corporate Services for
Brand Developers Ltd, Australasia’s leading Direct
Response Television company, and as Commercial
Finance Manager Sales and Marketing for
Fonterra. He has a Bachelor of Management
Studies, Economics and Finance from the
University of Waikato.

WILLIE WIESE

General Manager Manufacturing

Willie was appointed General Manager
Manufacturing in December 2017 and has
led significant manufacturing operations
in both Australia and South Africa. He has
extensive experience in the development
and implementation of strategies to deliver
performance improvements in complex
manufacturing operations. Willie holds Master’s
Degrees in Electrical Engineering, Engineering
Science and Business Administration, and Supply
Chain and Business from the University of the
Witwatersrand, Johannesburg, South Africa.
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Corporate Governance

AUDIT AND RISK COMMIT TEE

Alliance Group is a co-operative company owned by approximately 4,000 farmers

The Audit and Risk Committee comprises five
directors and is chaired by Peter Schuyt. The
committee oversees, reviews and advises the
board on the company’s risk management,
financial reporting, internal and external
audit activities, treasury matters and
internal control frameworks.

who supply livestock to the company for processing and then sale of the resulting
meat and co-products to international markets. The company’s shares are not
listed on any stock exchange.

BOARD OF DIRECTORS
The constitution provides that there shall be
not more than ten directors of the company
at any time, of which not less than six and not
more than eight shall be directors elected by the
shareholders. One-third of the elected directors
retire by rotation each year and may stand for
re-election. The directors who retire each year
are those who have been longest in office
since their last election.
Provided that the total number of directors does
not exceed ten, the board may from time to time
appoint up to four directors who, in the opinion
of the board, are capable of rendering services
in relation to the affairs of the company. These
directors are appointed for a term of up to three
years and may be re-appointed for subsequent
terms of up to three years at a time. The board
exercises the discretion to appoint independent
directors to the board to ensure that the board
comprises directors with an appropriate range
of skills and experience.
The board currently comprises nine directors of
which three are independent directors and six
are elected directors, one of whom is appointed
chairman on an annual basis.
BOARD RESPONSIBILITIES
The board has statutory responsibility for the
affairs and activities of the company. The
responsibility for the day-to-day operation and
administration of the company is delegated by
the board to the chief executive. The long-term
strategic direction of the company, the annual
business plan and capital expenditure budget are
approved by the board. The board also approves
expenditure on specific projects that are outside
normally delegated authorities and reviews
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operational performance against the business
plan objectives.
The board ensures the affairs of the company
adhere to all regulatory obligations, that high
ethical standards are maintained and that the
company is a responsible corporate citizen.
Particular emphasis is placed on the health
and safety of employees and the protection
and sustainable use of the environment.
All directors register and formally record
any conflicts of interest.
Succession planning is undertaken for both
directors and management to ensure appropriate
skill sets are available to the company on an
ongoing basis.
BOARD MEETINGS
Ten board meetings are scheduled each year with
extra meetings held if required. Comprehensive
management reports are provided to directors
prior to board meetings being held. The board
encourages the chief executive to bring to board
meetings employees who can provide additional
insight into the matters being discussed because
of direct involvement in those matters.
BOARD COMMITTEES
Three board committees have been formed to
assist with governance and help guide effective
decision making. Each committee operates
under its own terms of reference and reports
to the board.

COMMUNIC ATION
WITH SHAREHOLDERS
Alliance Group makes every effort to keep
shareholders informed of all major developments
affecting their company.
Information is communicated to shareholders
through the Alliance Group website, Annual
Report, Product Disclosure Statement and a
fortnightly e-newsletter called ‘Brief Bites’.

PEOPLE COMMITTEE
The People Committee comprises five directors
and is chaired by Sarah Brown. The committee
provides oversight of the people strategy of the
company and assists the board on remuneration
and performance management policies and
procedures for the company. In particular, it
assists the board in fulfilling its responsibilities
relating to the appointment, remuneration and
reviews of directors, the chief executive and
senior management.

Each year a series of meetings is held throughout
the company’s stock catchment areas at which
the chairman and chief executive update
shareholders on issues affecting the company
and the industry. These meetings also provide
the opportunity to receive and discuss feedback
on issues important to shareholders. The board
welcomes full participation of shareholders at
these meetings.

ENTERPRISE RESOURCE
PLANNING COMMITTEE
The Enterprise Resource Planning (ERP)
Committee comprises five directors and is chaired
by Peter Schuyt. The committee assists the board
in assessing the progress, risks and key decisions
associated with the ERP project.
DIRECTOR MEE TING AT TENDANCE
The table below reports attendance of directors at
board and board committee meetings during the
year ended 30 September 2020.
Board

Audit & Risk
Committee

ERP
Committee

People
Committee

Number of
Meetings

12

4

4

5

M J Taggart

12

4

4

5

S M Brown

12

4*

4

5

J G Collie

12

4*

4

4

RG
Drummond

12

4*

4

5*

J A Miller

11

3*

4*

5

G R Milne

12

4

3*

5

DG
Morrison

12

4

4*

5*

HD
Sangster

11

3

4*

5*

P M Schuyt

12

4

4

5*

*Non-committee member in attendance.
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INCOME STATEMENT
For the year ended 30 September 2020

81
81
82
83

Income
Statement

Statement of
Comprehensive Income

Statement of
Financial Position

Statement of
Cash Flows

84
99
101

The income earned and expenses incurred by Alliance Group

Notes to the
Financial Statements

Statement of
Changes in Equity

About This Report

Group
2020
$000

Note

2019
$000

Revenue
Cost of sales
Gross profit

A1.1

1,834,096
(1,741,676)
92,420

1,712,937
(1,637,183)
75,754

Other operating income
Sales and marketing expenses
Administrative expenses
Other operating expenses
Restructuring costs
Operating result

A1.1

3,905
(8,047)
(48,194)
(2,029)
(41)
38,014

2,755
(7,835)
(40,940)
(1,974)
(260)
27,500

Financial income
Financial expenses
Net financing costs

A2
A2

45
(9,801)
(9,756)

134
(9,746)
(9,612)

Equity accounted earnings
Loss on disposal of property, plant and equipment
Profit before provisions and tax
Provision for personnel expenses
Profit before distribution and tax

E2

(740)
(131)
27,387
(19,918)
7,469

2,883
(34)
20,737
20,737

A4

(513)
6,956

(6,814)
13,923

A1.2

6,956

(8,953)
4,970

Income tax expense
Profit before distribution
Distribution
Profit after tax and distribution

A3

STATEMENT OF COMPREHENSIVE INCOME
For the year ended 30 September 2020
Items of income and expenditure that are not recognised in the income statement and hence taken to reserves in equity
Group
2020
$000
Fair value changes in derivatives:
recognised in cash flow hedge reserve
transferred and recognised in income statement
tax effect on cash flow hedge reserve
Movement in foreign currency translation reserve
Other comprehensive income, net of tax
Profit after tax for the year
Total comprehensive income for the year

12
350
362
362
(1,128)
(766)
6,956
6,190

2019
$000
(350)
9
(341)
(341)
215
(126)
4,970
4,844

The notes to the Group financial statements form an integral part of these financial statements.
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STATEMENT OF FINANCIAL P OSITION

STATEMENT OF C A SH FLOWS

As at 30 September 2020

For the year ended 30 September 2020

A summary of the Alliance Group assets and liabilities at the end of the financial year

Cash generated and used by the Alliance Group during the financial year
Note

Equity
Share capital
Reserves
Retained earnings
Total equity

C2
C3

Group
2020
2019
$000
$000
89,414
(13,034)
270,808
347,188

88,738
(12,268)
263,852
340,322

23,917
131,444
17,578
21,300
2,898
2,047
444
199,628

8,300
85,139
14,671
21,400
2,575
235
132,320

53,500
4,984
4,826
63,310

63,500
4,865
68,365

Total liabilities

262,938

200,685

Total liabilities and equity

610,126

541,007

7,499
116,824
135,416
1,126
260,865

1,391
117,975
105,150
632
225,148

49,756
16,026
118
7,450
245,022
30,889
349,261

49,432
15,438
124
236,126
14,739
315,859

610,126

541,007

Liabilities
Bank credit facilities
Trade and other payables
Employee benefits
Interest bearing loans and borrowings
Lease liabilities
Financial liabilities - derivatives
Income tax payable
Total current liabilities
Interest bearing loans and borrowings
Employee benefits
Lease liabilities
Total non-current liabilities

Assets
Cash and cash equivalents
Trade and other receivables
Inventories
Financial assets - derivatives
Total current assets
Investments in equity accounted investees
Deferred tax assets
Other assets
Right of use assets
Property, plant and equipment
Intangible assets
Total non-current assets
Total assets

F4

C4
C6
C7
C8

C7
C8

C4
C5
B2

E2
A4
B4
B1
B3

Note
Cash flows from operating activities
Cash receipts from customers
Interest received
Dividends received
Cash paid to suppliers and employees
Interest paid
Taxes paid
Net cash flow from operating activities
Cash flows from investing activities
Repayment of investment
Purchase of investments
Purchase of intangibles
Proceeds from sale of property, plant and equipment
Acquisition of property, plant and equipment
Net cash flow from investing activities
Cash flows from financing activities
Net increase in external debt
Issue of share capital
Repayment of principal and interest on lease liabilities
Redemption of share capital
Net cash flow from financing activities
Net movement in cash and cash equivalents
Opening cash and cash equivalents
Effect of exchange rate fluctuations on cash held
Closing cash and cash equivalents
Reconciliation of profit to cash surplus from operating activities
Profit for the year
Adjustments for items not involving cash flows:
Depreciation and amortisation
Provision for personnel expenses
Movement in deferred tax
Distribution provided for
Fair value of financial derivatives
Non-cash rebate from associates
Effect of exchange rate movement on working capital
Gain on sale
Accounts receivable and payable movements for investing and financing activities
(Earnings)/loss from associates
Movement in provision for doubtful debts
Movement in stock provision
Lease interest recognised in financing activities
Other non cash items

Group
2020
2019
$000
$000
1,838,299
1,713,324
45
134
1,200
(1,777,958) (1,663,807)
(9,466)
(9,746)
(577)
(681)
50,343
40,424

242
(1,576)
(16,093)
2
(30,144)
(47,569)

2,570
(18,885)
(6,539)
12
(26,959)
(49,801)

5,517
3,538
(2,844)
(2,862)
3,349

8,645
3,106
(3,774)
7,977

6,123
1,391
(15)
7,499

(1,400)
2,587
204
1,391

6,956

4,970

24,731
19,918
(588)
(661)
(728)
(430)
131
(883)
740
(200)
(383)
335
315
42,297

20,860
5,469
8,953
935
(2,665)
(244)
34
152
(2,883)
6
29
(186)
30,460

1,090

4,994

50,343

40,424

C4

Movement in working capital items
Cash flow from operating activities
The notes to the Group financial statements form an integral part of these financial statements.
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The notes to the Group financial statements form an integral part of these financial statements.
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A. FINANCIAL PERFORMANCE
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A3

PERSONNEL EXPENSES

IN THIS SECTION

Group

This section explains the financial performance of Alliance providing additional information about individual items in the
income statement, including:
accounting policies, judgements and estimates that are relevant for understanding items recognised in the income
statement.
analysis of Alliance’s performance for the year by reference to key areas including: revenue, payments to our farmers,
expenses and taxation.

A1

C R E AT I N G W E A LT H A N D A D D I N G VA LU E TO O U R FA R M E R S

A1.1

Revenue

Wages and salaries
Employer contribution to defined contribution
plans
Increase / (decrease) in liability for long service
leave
Total personnel expenses

In respect of export sales, the largest category of sales, the group has determined that there are two performance
obligations. The group is obligated under the contract to supply specified goods and also to arrange and pay for
shipping and insurance on behalf of the customer. Control of goods passes, and the service of arranging shipping and
insurance is complete, at the point when the goods have been loaded onto the first point of carriage, to be delivered
to the customer’s chosen destination. Revenue is recognised at this point in time.
Other operating income materially consists of rebates from associates and insurance proceeds.

Group
2020
$000
-

2019
$000
8,953
8,953
(3,073)
5,880

Interest from bank
Financial income

Group
2020
$000
45
45

2019
$000
134
134

Interest paid on loans & borrowings
Interest on lease liabilities
Financial expenses
Net finance costs

9,466
335
9,801
9,756

9,746
9,746
9,612

Distribution per income statement*
plus over provided last year
Qualifying payout
Transfer to share issues pending
Total payable at end of year

C6

Distribution $/head
FY20 FY19
Lamb
Ewes
Cattle
Calves
Deer

-

1.50
0.50
8.00
0.50
5.00

*The 2019 distribution was fully imputed.

A2

2019
$000
249,456
3,759

347

(530)

310,860

252,685

Measurement & recognition
Provision is made for benefits owing to employees in respect of services rendered. Provisions are recognised when it is
probable they will be settled and can be measured reliably.

Revenue measurement and recognition
Revenue from the sale of goods is measured at an amount that reflects the consideration expected to be received
in exchange for transferring those goods or services. The measurement is based on the transaction price, net of
commissions, volume rebate, and excludes amounts incurred on behalf of the customer.

Distribution payable

2020
$000
306,313
4,200

Provision for personnel expenses
Following ongoing without prejudice negotiations and discussion with Union Representatives the Group has agreed
to make provision in relation to claimed historic partial non-compliance for employee entitlements in order to resolve
all matters on a full and final basis. This remains ongoing and subject to Union ratification. The provision is based on
current negotiations and represents the best estimate of the agreed payable amount The provision is included within
wages and salaries in note A3 above.

Group
2020
2019
$000
$000
1,834,096
1,712,937
3,905
2,755
1,838,001
1,715,692

Revenue - sale of goods
Other operating income
Total income

A1.2
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FINANCE INCOME AND EXPENSES

Measurement & recognition
Interest income is recognised as it accrues.

A4

TA X ATION
Group
2020
$000

2019
$000

Recognised in the income statement
Current tax expense
Current income tax expense
Adjustments for prior years
Unutilised prior year tax credits
Deferred tax expense
Total income tax expense in income statement

2,738
(444)
315
(2,096)
513

5,118
29
607
1,060
6,814

Income tax expense calculation
Net profit before tax for the year
Income tax using the company’s tax rate (28%)
Non assessable income
Non deductible expenses
Tax effect of post-tax equity accounted earnings
Tax effect of lower tax for overseas subsidiary
Imputation credits converted to a loss
Reinstatement of deferred tax on buildings
Under provided in prior years
Income tax expense

7,469
2,091
(329)
539
523
(313)
(467)
(1,868)
337
513

11,784
3,300
(875)
2,814
948
(347)
974
6,814

Measurement & recognition
Income tax expense is the income tax assessed on taxable profit for the year. Taxable profit differs from profit before
tax reported in the income statement as it excludes items of income and expense that are taxable or deductible in
future years (i.e. deferred tax) and also excludes items that will never be taxable or deductible. Income tax expense
components are current income tax and deferred tax.
Imputation credits
As at balance date imputation credits available for use in subsequent periods totalled $30.2 million
(2019: $34.9 million)

Financial expenses comprise interest expense on borrowings including related fees and losses on interest rate hedging
instruments and the interest component of lease payments
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A4

2019

Property, plant and equipment
Inventories
Employee benefits
Other items
Derivatives
Tax loss carry forward

S E C T I O N 1 2 : Our Financial Review

Opening
balance
$000
(510)
548
4,072
2,173
14,624
20,907

Recognised
in income
$000
(137)
(57)
(338)
338
(5,275)
(5,469)

Recognised
in equity
$000
-

Closing
balance
$000
(647)
491
3,734
2,511
9,349
15,438

(647)
491
3,734
2,511
9,349
15,438

1,524
54
6,140
(17)
(7,113)
588

-

877
545
9,874
2,494
2,236
16,026

Property, plant and equipment
Inventories
Employee benefits
Other items
Derivatives
Tax loss carry forward

Key judgement:
A deferred tax asset is recognised to the extent it is probable that future taxable profits will be available to use the
asset. This is reviewed at each balance date and reduced to the extent that it is no longer probable that sufficient
taxable profits will be available in the future to utilise the asset.
Measurement and recognition:
Deferred tax is income tax that is expected to be payable or recoverable in the future as a result of the unwinding of
temporary differences. These arise from differences in the recognition of assets and liabilities for financial reporting
and for the filing of income tax returns. Deferred tax is recognised on all temporary differences, other than those
arising from goodwill and the initial recognition of assets and liabilities in a transaction (other than in a business
combination) that affects neither the accounting nor taxable profit or loss.
Deferred tax is calculated at the tax rates that are expected to apply to the year when a liability is settled or an asset
realised, based on tax rates and tax laws that have been enacted or substantively enacted at balance date.
All tax losses are available to the New Zealand Parent Company.

IN THIS SECTION
This section shows the assets Alliance uses in the processing of red meat products supplied by our New Zealand farmers in
order to generate operating revenues. Key revenue generating assets include:
Property, plant and equipment
Inventories
Intangible assets

B1

P R O P E RT Y, P L A N T A N D E Q U I P M E N T
Land
Group
Cost
Balance at 1 October 2018
Transfers from capital work-in-progress
Additions
Disposals
Effect of movements in exchange rates
Balance at 30 September 2019
Balance at 1 October 2019
Transfers from capital work-in-progress
Additions
Disposals
Effect of movements in exchange rates
Balance at 30 September 2020

$000

$000

Plant and
equipment
$000

25,636
525
26,161
26,161
252
26,413

124,103
11,292
(11)
135,384
135,384
1,308
136,692

435,542
30,725
107
(7,007)
(5)
459,362
459,362
25,854
518
(152)
2
485,584

34,711
(42,542)
24,443
16,612
16,612
(27,414)
29,623
18,821

619,992
24,550
(7,018)
(5)
637,519
637,519
30,141
(152)
2
667,510

Depreciation and impairment losses
Balance at 1 October 2018
Depreciation
Disposals
Effect of movements in exchange rates
Balance at 30 September 2019
Balance at 1 October 2019
Depreciation
Disposals
Effect of movements in exchange rates
Balance at 30 September 2020

122
80
202
202
29
231

73,941
2,352
(11)
76,282
76,282
2,990
79,272

314,240
17,632
(6,961)
(2)
324,909
324,909
18,095
(19)
342,985

124
(124)
-

388,427
19,940
(6,972)
(2)
401,393
401,393
21,114
(19)
422,488

25,514
25,959
26,182

50,162
59,102
57,420

121,302
134,453
142,599

34,587
16,612
18,821

231,565
236,126
245,022

Net book value
Balance at 1 October 2018
Balance at 30 September 2019
Balance at 30 September 2020
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TA X ATION (CONT)
Deferred tax
Movement in temporary differences during the year

2020

ALLIANCE GROUP ANNUAL REP ORT 2020

Buildings

Work in
progress
$000

Total
$000

87

S E C T I O N 1 2 : Our Financial Review

ALLIANCE GROUP ANNUAL REP ORT 2020

S E C T I O N 1 2 : Our Financial Review

B3

Measurement & recognition

INTANGIBLE A SSE T S

Owned assets
Items of property, plant and equipment are measured at cost less accumulated depreciation and impairment losses.
Cost includes expenditures that are directly attributable to the purchase of the asset. The cost of self-constructed assets
includes the cost of materials and direct labour, any other costs directly attributable to bringing the asset to a working
condition for its intended use and the costs of dismantling and removing the items and restoring the site on which they
are located. Purchased software that is integral to the functionality of the related equipment is capitalised as part of that
equipment.

Group
Net book value at 30 September 2019
Additions
Amortisation expenses
Net book value at 30 September 2020

Where parts of an item of property, plant and equipment have different useful lives, they are accounted for as separate items
of property, plant and equipment.

Cost
Less accumulated amortisation
Net book value at 30 September 2020

Impairment
The carrying value of property, plant and equipment are reviewed at each reporting date. If an indicator of impairment exists,
then the recoverable amount is estimated. An impairment loss is recognised in the income statement if the carrying amount
exceeds the recoverable amount.
Disposals
The gain or loss arising on the disposal or retirement of an item of property, plant and equipment is determined as the
difference between the sale proceeds and the carrying amount of the asset and is recognised in the income statement.
Depreciation
Depreciation of property plant and equipment assets is calculated on a straight-line or diminishing value basis. This allocates
the cost of an asset, less any residual values (estimated value at time of disposal) over the estimated remaining useful life of
the asset. Leased assets are depreciated over the shorter of the lease term and their useful lives.
Land is not depreciated.
Key judgement
Alliance makes estimates of the remaining useful lives of assets, which are as follows;
Buildings 15 - 50 years
Plant and equipment 4 - 25 years
The residual value and useful lives are reviewed and if appropriate adjusted, at each reporting date.

B2

INVENTORIES

Raw materials and consumables
Livestock
Trading stocks
Total inventories

2020
$000
14,524
613
120,279
135,416

2019
$000
12,432
1,219
91,499
105,150

Measurement & recognition
Inventories are valued at the lower of cost and net realisable value.
Cost: Consistent with other meat processors, Alliance utilises the “retail method”, in accordance with NZ IAS 2 - Inventory, to
value the cost of inventory. Under the “retail method”, the cost of inventory is ascertained by deducting from sales value an
estimated profit margin expected to be earned on the future sale of inventory.
Net realisable value is the estimated selling price in the ordinary course of business, less estimated costs of completion and
the estimated costs necessary to make the sale.
Livestock is valued at fair value.
Key judgement
Alliance determines the sale values used to calculate the cost of inventory by reference to:
- contract sale prices, or
- for uncontracted inventory, the future anticipated realisable value.
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Resource
consents
$000
455
(35)
420

Software

Goodwill

Work in
progress

Total

$000
1,261
9,807
(799)
10,269

$000
692
692

12,331
7,177
19,508

$000
14,739
16,984
(834)
30,889

455
(35)
420

15,715
(5,447)
10,268

692
692

19,509
19,509

36,371
(5,482)
30,889

Measurement & recognition
Resource consents
Costs incurred in obtaining resource consents for processing sites are capitalised and amortised from the granting of the
consent on a straight line basis for the period of the consent. This represents a change in policy from prior years where costs
incurred in obtaining resource consents were expensed as they were incurred. Resource consents are granted for periods 5 - 35
years
Software
Costs associated with acquiring and developing software are capitalised at cost and amortised over the life of the assets. The
costs of internally generated software comprises all directly attributable costs necessary to create, produce, and prepare the
asset to be capable of operating in the manner intended by management.
The useful life of software is 2 - 15 years.
Goodwill
Goodwill that arises upon an acquisition is included in intangible assets. Following initial recognition, goodwill is measured at
cost less any accumulated impairment losses.

B4

Group
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RIGHT OF USE ASSETS

Group
Adoption of NZ IFRS 16
Additions
Depreciation for the year
Net book value at 30 September 2020

Right
of use
buildings

Right
of use
plant and
vehicles

Total

5,329
(1,113)
4,216

3,523
1,381
(1,670)
3,234

8,852
1,381
(2,783)
7,450

Measurement & recognition
Right of use assets are initially measured at cost. This comprises the initial amount of the lease liability adjusted for any
lease payments made at or before the commencement date, plus any initial direct costs incurred and an estimate of costs to
dismantle and remove the underlying asset or to restore the underlying asset or the site on which it is located, less any lease
incentives received.
The right-of-use asset is subsequently depreciated from the commencement date to the end of the lease term. The estimated
useful lives of right-of-use assets are determined on the same basis as those of property and equipment. In addition, the
right-of-use asset is assessed for impairment, and adjusted for certain remeasurements of the lease liability.
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C3

IN THIS SECTION

Cash flow hedge reserve
The cash flow hedge reserve comprises the effective portion of the cumulative net change in the fair value of cash flow
hedging instruments related to hedged transactions that have not yet been settled.

C APITAL MANAGEMENT

Alliance Group’s capital includes share capital, reserves and retained earnings.
The Board’s objective when managing capital is to maintain a strong capital base to ensure Alliance are able to undertake
future growth opportunities and maximise the return to shareholders. The board considers a strong capital base is necessary
to protect the company from volatility and changes in capital and operating market conditions.
The board monitors forecast capital inflows and outflows, and the level of shareholding relative to shareholders’ supply to
ensure that the company retains a strong capital base, with a key reference point being the shareholders equity ratio.

Total equity
Total assets
Equity ratio

C2

2020

2019

2018

2017

$000
347,188
610,126
56.9%

$000
340,322
541,007
62.9%

$000
333,073
519,505
64.1%

$000
323,159
454,989
71.0%

C4

Shares on issue at 1 October
Shares allotted during the year
Shares surrendered during the year
Shares on issue at 30 September
Share capital
Shares issued at 30 September
Share issue pending
Share capital

Group
2020
000’s
85,276
6,429
(2,862)
88,843

2019
000’s
76,469
12,581
(3,774)
85,276

2020
$000
88,843
571
89,414

2019
$000
85,276
3,462
88,738

C5

2019
$000
1,391
1,391

T R A D E A N D OT H E R R EC E I VA B L E S
Group
2020
$000
101,792
1,751
13,281
116,824
95

Trade receivables - net of impairment
Prepayments
Amounts owed to the Company by associates
Total receivables
Impairment included in trade receivables

2019
$000
94,249
3,692
20,034
117,975
295

The status of trade receivables at the reporting date is as follows:

2019

Gross receivable
Impairment
Net receivable

$000
82,097
82,097

1 - 30 days
overdue
$000
10,898
10,898

2020

As at 30 September 2020 there was share issues pending of 0.571 million shares (2019: 3.462 million shares).

Group trade receivables

Gross receivable
Impairment
Net receivable

77,389
77,389

16,746
16,746

All shares have equal voting rights and shareholders are entitled to one vote per share. The maximum individual
shareholding is 1.6 million shares. Upon winding up, shares rank equally with regard to the company’s residual assets.
Shares are issued and surrendered at their nominal value under the company’s constitution and the Co-operative
Companies Act 1996. Co-operative shares may be surrendered where shareholders have not transacted with the
company for five years or do not have the capacity to be a transacting shareholder.

RE SERVE S

Foreign currency translation
Cash flow hedge
Reserves

Group
2020
$000
(9,562)
17,061
7,499

Restricted cash relates to the net wage subsidy received under the Government’s COVID-19 Wage Subsidy scheme.
During the year the Group applied for and received $34.4m in wage subsidy. Subsequently the Group have repaid $17.3m
of the amount received. The Group is in ongoing without prejudice discussions with the Ministry of Social Development
in respect of the Group’s entitlements under the scheme. As part of these discussions, the Group have agreed to
hold the amount in a separate bank account, until the discussions are complete and the position is clarified. For the
purposes of the year-end financial statements, the Group have recognised a liability for the component of the wage
subsidy which remains in discussion with MSD.

All co-operative shares are fully paid up.

C3

C A S H A N D C A S H EQ U I VA L E N T S

Cash and cash equivalents
Restricted cash
Net cash and cash equivalents

SHARE C APITAL

Co-operative shares

R E S E RVE S (C O N T)
Measurement and recognition
Foreign currency translation reserve
The foreign currency translation reserve comprises all foreign currency differences arising from the translation of the
financial statements of foreign operations as well as from the translation of financial instruments that hedge the
company’s net investment in a foreign subsidiary.

This section explains how Alliance Group manages its capital structure and working capital along with the various funding
sources.

C1
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Group
2020
2019
$000
$000
(13,045)
(11,917)
11
(351)
(13,034)
(12,268)

Not yet due

> 30 days
overdue
$000
1,549
(295)
1,254

Total
$000
94,544
(295)
94,249

7,752
(95)
7,657

101,887
(95)
101,792

Measurement and recognition
Trade receivables are measured on initial recognition at fair value, and are subsequently carried at amortised cost.
Receivables are reviewed on an individual basis to determine whether any amounts are unrecoverable and a specific
provision is made. The provision for doubtful debts is the estimated amount of the receivable that is not expected to be
paid. Debts known to be uncollectible are written off as bad debts to the profit and loss immediately.
In assessing the collectability of receivables Alliance considers the customers credit history and historical recovery
performance and trends.
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T R A D E A N D O T H E R PAYA B L E S

Trade payables
Accrued expenses
Distributions payable
Payables to related parties

A1.2
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C8

Group
2020
$000
88,616
42,567
261
131,444

2019
$000
72,285
6,782
5,880
192
85,139

The lease liability is measured at amortised cost using the effective interest method. The lease liability is increased to
reflect interest expense incurred on the lease liability and reduced to reflect the cash lease payments made.
Lease liabilities are remeasured when there is a change in future lease payments arising from a change in an index
or rate, if there is a change in the Company’s estimate of the amount expected to be payable under a residual value
guarantee, or if the Company changes its assessment of whether it will exercise a purchase, extension or termination
option. When the lease liability is remeasured, a corresponding adjustment is made to the carrying amount of the
right-of-use asset.

INTEREST BE ARING LOANS AND BORROWINGS

Secured bank loans - current
Secured bank loans - non-current
Bank credit facilities

Group
2020
$000
21,300
53,500
23,917
98,717

2019
$000
21,400
63,500
8,300
93,200

Measurement and recognition
Borrowings are initially measured at fair value, net of transaction costs. They are subsequently measured at amortised
cost (using the effective interest method). Fees for establishing new borrowings are spread over the term of those
borrowings.
The loan facility comprises a Core Facility (expiring 30 September 2023) and a Seasonal Facility which is renewed on
an annual basis. The loan facilities are secured against the property and assets of Alliance given under a Security Trust
Deed. As such all Parent company inventory is effectively pledged as security for the borrowing facility. The Seasonal
Facility is tailored to reflect the seasonal working capital cycle. Undrawn facility at year end was $118 million.
The interest rate is currently 3.73% (2019: 4.35%). The financial covenants under these facilities have been fully
complied with during the year.

LEASE LIABILITIES (CONT)
Measurement and recognition
Lease liabilities are initially measured at the present value of the lease payments that are not paid at the commencement date. The lease payments are discounted using the Group’s incremental borrowing rate, being the rate that the
Group would have to pay to borrow the fund necessary to obtain an asset of similar value in a similar environment
under similar terms and conditions.
Lease payments included in the measurement of the lease liability comprise fixed payments, variable lease payments
that are based on an index or a rate, amounts expected to be payable under a residual value guarantee, and any exercise price the Company is reasonably certain to exercise.

Measurement and recognition
Trade payables and other accounts payable are recognised when the entity becomes obliged to make future payments
resulting from the purchase of goods and services. No interest is charged on the trade payables. The entity has
financial risk management policies in place to ensure that all payables are paid with in the credit timeframe.

C7
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Lease expenses
The Income statement includes expenses relating to short term leases of $568,000 and expenses relating to leases
of low value assets of $310,000 for 2020. Depreciation of right of use assets are reported in note B4. Interest on lease
liabilities are reported as financial expenses (see note A2).

D . 	F I N A N C I A L I N S T R U M E N T S U S E D T O
MANAGE RISK
IN THIS SECTION
This section explains the financial risks that the Alliance Group faces and how these risks are managed. This includes
reviewing the hedging instruments used to manage risk.

D1

MANAGEMENT OF FINANCIAL RISKS
Alliance is subject to a variety of financial risks relating to its operations that are managed by the Group’s Treasury
Policy. This policy provides guidance to management on minimising the exposure to these risks and the use of
derivative financial instruments. Alliance is exposed to foreign currency, interest rate, credit and liquidity risks which
arise during the normal course of business. The group manages commodity risk through negotiated supply contracts.

The Bank credit facilities is a receivable finance facility utilised by the UK subsidiary.

C8

LEASE LIABILITIES

Balance at 1 October 2019
Adoption of NZ IFRS 16 Leases
Net additions
Interest of lease liabilities
Repayments
Balance at 30 September 2020
Current
Non-current

2020
$000
8,852
1,381
335
(2,844)
7,724
2,898
4,826

Management of Alliance’s key financial risks
Credit risk
Credit risk is the risk of financial loss to the Group if a customer or counter-party fails to meet its financial obligations.
Exposure to credit risk primarily arises in relation to trade debtors. Refer to Note C5 for the status of trade receivables.
This risk is managed through a credit approval process and on-going monitoring being undertaken. Offshore debtor
credit risk is also partially managed by the use of confirmed letters of credit from reputable banks. There are no
significant concentrations of credit risk. The carrying amount of financial assets represents the group’s maximum
credit exposure.
A provision for impairment of receivables is established using the expected credit losses model, which is based on
forward-looking analysis which considers historical provisioning rates and relevant macro-economic factors.
Liquidity risk
Liquidity risk represents the group’s ability to meet its contractual obligations as they fall due.
In general, the group generates sufficient cash flows from its operating activities to meet its obligations arising from
its financial liabilities and maintains adequate banking facilities to cover potential shortfalls.
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MANAGEMENT OF FINANCIAL RISKS (CONT)

D2

The Group is required to disclose the expected timings of cash outflows for each of its financial liabilities. The amounts
in the table below are the contractual undiscounted cash flows (including interest), so will not always reconcile to the
amount disclosed on the statement of financial position.
Balance
sheet
$000

Contractual
cash flow
$000

< 3 months

3 - 12 mths

1 - 2 yrs

3 - 5 yrs

$000

$000

$000

2020
Loans and borrowings
Trade and other payables
Bank credit facilities
Lease Liabilities
Financial liabilities - derivatives

74,800
131,444
23,917
7,724
2,047

78,461
131,444
23,917
8,312
2,047

914
131,444
23,917
810
2,047

22,797
2,356
-

21,250
1,522
-

33,500
3,624
-

2019
Loans and borrowings
Trade and other payables
Bank credit facilities
Lease Liabilities
Financial liabilities - derivatives

84,900
85,139
8,300
2,575

88,110
85,139
8,300
2,575

1,138
85,139
8,300
2,575

23,472
-

63,500
-

-

Interest rate risk
The group is exposed to interest rate risk on movements in floating interest rates on loans and borrowings.
Alliance manage interest rate volatility to cash flow using pay-fixed interest rate swap and forward rate agreements
(FRA’s). The group remain exposed to P&L fluctuations as hedge accounting is not applied for interest rate swaps
and forward rate agreements entered into prior to June 2020. For instruments entered into from June 2020 hedge
accounting is being applied.
Cash flow sensitivity *
At 30 September 2020, it is estimated that an increase in interest rates of 100 basis points would decrease the group’s
profit before income tax by approximately $2.2 million (2019 $1.9 million).
* Calculated using average of year rates
Fair value sensitivity
At 30 September 2020, it is estimated that for interest rate hedge instruments, an increase in interest rates of 100
basis points would decrease the group’s profit before income tax by approximately $0.07 million (2019 decrease
$0.28 million).

ALLIANCE GROUP ANNUAL REP ORT 2020

D E R I VAT I V E F I N A N C I A L I N ST RU M E N T S
What is a derivative?
A derivative is a type of financial instrument typically used to manage the interest rate and foreign exchange risks
that the Group faces due to its business operations. The different types of derivative used are:
Forward Exchange Contracts:
This contract enables the Group to purchase or sell foreign currency at a set rate at a future date.
Foreign exchange option:
An option gives the ability to manage risk with the potential to benefit from favourable foreign exchange movements,
while defining the best/worst case cash-flow outcome on an agreed future date.
Interest rate derivatives:
This contract allows the Group to obtain a fixed interest rate on a fixed borrowing amount for a future date.
Recognition
Derivative financial instruments are recognised at fair value on the date the contracts are agreed and are re-measured
on a periodic basis. The recognition of movements in fair value depends upon the hedging instrument and its
designation or classification, as summarised below:
Fair value hedge:
Changes in the fair value of hedges that are designated and qualify as fair value hedges are recorded in the income
statement, together with any changes in the fair value of the hedged asset or liability that are attributable to the
hedged risk. If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying amount of
a hedged item is amortised to the income statement over the period to maturity.
Cash flow hedge:
Changes in fair value of hedges that are designated and qualify as cash flow hedges and are considered effective for
accounting purposes are recognised through other comprehensive income into the cash flow hedge reserve (in equity).
The gain or loss relating to any ineffective element is recognised immediately in the income statement. Amounts
accumulated in other comprehensive income are recycled in the income statement in the periods when the forecast
transactions take place.
Measurement of fair value
Alliance’s financial instruments carried at fair value are defined as level 2 for valuation purposes for 2020 and 2019
financial periods. At 30 September the fair value of Alliance’s derivative financial instruments was a $0.9 million
liability (2019: $1.9 million liability)
Foreign exchange contract:
Fair value is the difference between the contract exchange rate and the quoted forward exchange rates to close it out
at the reporting date. This is calculated by using the present value of the estimated future cash flows and applying
published forward exchange rates and discount rates based on the forward interest rate swap curve.

Foreign currency risk
The Group operates internationally, and is subject to the risk of financial losses arising from adverse exchange rate
movements in USD, EUR, GBP CAD, JPY and AUD. Risks arises due to the risk associated with the cash receipts made
in currency exposure other than the functional currency. To manage the foreign exchange risks the Group enters into
financial market derivatives. All foreign exchange contracts on hand at balance date are expected to impact profit or
loss within 12 months.

Foreign exchange options
The fair value has two components being;
• intrinsic value, being the difference between the option strike rate and the current market rate, and
•	time value, this can never be negative, and represents the dollar value that the option has of the time
left to run to maturity

Alliance currently hedge up to 100% of trade debtors denominated in a foreign currency.

The intrinsic value of the option, if it is deemed effective is taken through the hedge reserve in equity. The time value is
deferred to the cashflow hedge reserve.

The following disclosures relate to the valuation of foreign exchange exposures as at 30 September. Alliance Group has
foreign exposures throughout the financial year which fluctuate both in terms of the amount of the exposures at any
one time and the effect of movements in the exchange rate. The NZD equivalent of the notional amount of foreign
exchange contracts at balance date are in D2.

The following table shows the estimated pre-tax impact on the group of a general 10% change in the value of the New
Zealand dollar in respect to foreign exchange currency derivatives that the company had in place at balance date:
2020
Profit & loss

10% increase in value of NZD
10% decrease in value of NZD
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$000
8,883
(9,376)

Equity
$000
3,940
(4,572)

2019
Profit &
loss
$000
6,426
(9,038)

Equity

The fair value uses a discounted cash flow and applies observable option volatilities and quoted forward exchange and
interest rates that match the maturity dates of the contracts.
Interest rate derivatives:
The fair value is the estimated amount that the Group would pay or receive if the contract stopped at the reporting
date. This is calculated by discounting the future interest and principal cash flows using published market interest
rates that match the maturity dates of the contracts and discount rates based on the forward interest rate swap
curve. The fair value uses a discounted cash flow and applies observable option volatilities and quoted forward
exchange and interest rates that match the maturity dates of the contracts.
All financial derivatives entered into by Alliance are traded under ISDA agreements which allow the offsetting of assets
and liabilities in the event of a default.

$000
4,890
(6,758)
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DER IVATIVE FINANCIAL IN ST RU MENT S (CO NT)

E2

The following table details the notional principal amounts of derivatives at the end of the reporting period:
2020
Notional
Fair value
principal
$000
$000
Derivatives designated as cash
flow hedges
- Foreign exchange contracts
Derivatives not designated as cash
flow hedges
- Interest rate swaps
- Forward rate agreements
- Foreign exchange contracts

S E C T I O N 1 2 : Our Financial Review

110

57,310

(532)

63,000
105,000
84,450
306,580

(1,288)
(30)
287
(921)

58,000
76,014
191,324

(1,060)
(351)
(1,943)

A SS O CIATE S (CONT)
Principal
activity

Country

Balance
date

2020
Ownership
interest

2019
Ownership
interest

Marketing
Marketing

USA
CAN

30-Sep
30-Sep

46.7%
40.3%

44.0%
43.8%

Procurement
and processing
of pigs
Research and
development
Research and
development
Supply of meat
ingredients
to pet food
industry
Marketing

NZ

30-Sep

50.0%

50.0%

NZ

30-Sep

50.0%

50.0%

NZ

30-Sep

50.0%

50.0%

NZ

31-Dec

50.0%

50.0%

IND

30-Sep

10.5%

-

2020
$000

2019
$000

Add share of profit after tax
Less dividends received
Closing balance

49,432
1,576
728
(315)
(242)
(683)
50,496
(740)
49,756

28,927
18,860
2,666
(606)
(2,571)
473
47,749
2,883
(1,200)
49,432

This balance comprises:
Shares in associate companies and joint ventures
Advances to associated companies at cost
Share of post-acquisition increases in net assets
Share of foreign exchange translation reserve
Closing balance

26,866
10,896
15,909
(3,915)
49,756

25,290
10,896
16,478
(3,232)
49,432

The Company has the following investments:

2019
Notional
Fair value
principal
$000
$000

54,130

ALLIANCE GROUP ANNUAL REP ORT 2020

Associates
The Lamb Co-operative Inc.
The NZ and Australian Lamb Company Ltd
Joint ventures
Porkcorp New Zealand Ltd
Alpine Origin Merino Ltd
High Health Alliance Limited
Meateor GP Limited

E. GROUP STRUCTURE

Quality New Zealand Limited

IN THIS SECTION
This section provides information to help readers understand the Alliance group structure and how it affects the financial
position and performance of the group.

E1

SUBSIDIARIES

The financial statements include the financial statements of Alliance Group Limited and the subsidiaries listed below.
Subsidiaries are entities controlled by the group. Control exists when the group has the power to govern the financial and
operating policies of the entity so as to obtain benefit from its activities. The financial statements of subsidiaries are included
in the consolidated financial statements from the date on which control commences until the date on which control ceases.

Balance
date

2020
Ownership
interest

2019
Ownership
interest

30-Sep

100.0%

100.0%

The Company has the following investments:
Country
Investments in subsidiaries
New Zealand Holdings (UK) Limited and its
trading subsidiary Alliance Group (NZ) Ltd

E2

United
Kingdom

A SS O CIATE S

Measurement & recognition
Associates are those entities in which Alliance has significant influence, being the ability to participate in however not control
the financial and operating decisions of the entity.
Joint ventures are those entities in which Alliance has joint control and has rights to the net assets of the venture.
Associates and joint ventures are accounted for using the equity method of accounting where the investment is recorded
at cost plus its share of any profit or loss during the ownership period. Any dividends received are deducted from the
investment value.
If Alliance’s share of losses exceeds its interest in the associate, the carrying amount of that interest (including any long-term
investments) is reduced to nil and the recognition of further losses is discontinued except to the extent that Alliance has an
obligation or has made payments on behalf of the entity.
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Investments in equity accounted investees
Movements in carrying value of equity accounted investments:
Balance at beginning of year
Investment in share capital
Add patronage dividends issued as advances
Less withholding tax on dividends
Less promissory notes repaid
Add/(less) share of foreign exchange translation reserve

Summary financial information for equity accounted investees and proportionately consolidated entities, not adjusted
for the percentage ownership:

Associates and joint ventures
2019
2020

Total
assets
$000
234,649
222,094

Total
liabilities
$000
135,153
118,551

Revenues

Profit (loss)

$000
808,297
845,418

$000
13,909
1,210
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F3 COMMITMENTS

IN THIS SECTION

Group

This section includes information required to comply with financial reporting standards that is not covered in other sections.

F1

R E L AT E D PA RT I E S

Capital expenditure commitments
Balance of payments for approved capital expenditure

Transactions with related parties, including directors, are made on terms equivalent to those that prevail in
arm’s length transactions.
Parent and ultimate controlling party

Reserves
Share
capital

Foreign
currency
translation

Cashflow
hedge

Retained
earnings

Total

$000

$000

$000

$000

$000

Balance at 1 October 2019

86,339

(12,132)

(10)

258,876

333,073

Profit after tax for the year

-

-

-

4,970

4,970

Net change in fair value of financial instruments

-

-

(341)

-

(341)

Movement in foreign currency translation reserve

-

215

-

-

215

Total comprehensive income for the year

-

215

(341)

4,970

4,844

Group

Transactions with related parties and equity accounted investments
Group

Interest received by the Company from associates
Purchases from related parties
Sales to related parties

2020

2019

$000

$000

153,521

202,600

753

2,666

-

1,200

40

67

(8,538)

(11,022)

931

1,250

Amounts owed to the Company by associates

13,281

20,034

Loans to associates

18,015

20,885

Short term employee benefits

Bonus share issue
Shares issued - ordinary shares

Balances with related parties

Key management personnel compensation

Group
2020

2019

$000

$000

4,228

4,566

Post-employee benefits

158

163

Directors fees - Alliance Group Ltd

837

788

Key management personnel are the Alliance Group Executive Leadership Team and Alliance Group’s Board of Directors.
Benefits paid to the Leadership Team include salaries, non cash benefits and contributions to post employment
superannuation schemes.

Shares surrendered - ordinary shares
Share issue pending
Total transactions with owners

AUDITOR S’ REMUNER ATION

Audit fees - KPMG

$000 Other services performed
by Grant Thornton are for
216
taxation services. KPMG
58 other services comprised
28 of financial modelling
services.
8

192

Audit fees - Grant Thornton (UK)

70

Fees for other services - KPMG

10

Fees for other services - Grant Thornton (UK)
Total

98

$000

29
301

6

6

-

-

2,711

(3,774)

-

-

-

(3,774)

3,462

-

-

-

3,462

-

-

6

2,405

(11,917)

(351)

263,852

340,322

Balance at 1 October 2019

88,738

(11,917)

(351)

263,852

340,322

Profit after tax for the year

-

-

-

6,956

6,956

Net change in fair value of financial instruments

-

-

362

-

362

Movement in foreign currency translation reserve

-

(1,128)

-

-

(1,128)

Total comprehensive income for the year

-

(1,128)

362

6,956

6,190

Bonus share issue

Total transactions with owners
2019

-

-

2,399

Share issue pending
Group

-

88,738

Shares surrendered - ordinary shares

2020

2,711

Balance at 30 September 2019

Shares issued - ordinary shares

F2

6,586

Components that make up the capital and reserves of Alliance Group and the changes of each component
during the year

Alliance Group’s associates and joint ventures outlined in Section E.

Dividends from joint ventures

5,458

F4 STATEMENT OF CHANGE S IN EQUIT Y

Identity of associates and joint ventures

Rebates received from associates

2019
$000

For the year ended 30 September 2020

The immediate parent and ultimate controlling party of the Group is Alliance Group Ltd.

Sales and recharges to associates and joint ventures

2020
$000

Balance at 30 September 2020

-

-

-

-

-

2,967

-

-

-

2,967

(2,862)

-

-

-

(2,862)

571

-

-

-

571

676

-

-

-

676

89,414

(13,045)

11

270,808

347,188

310
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There have been no events subsequent to balance date which have had a material effect on the financial performance
and financial position reported in these statements.

F6 NE W STANDARDS AND INTERPRE TATIONS
New accounting standards
NZ IFRS 16 Leases
Alliance Group primarily leases:

IN THIS SECTION
The notes to the financial statements within sections A to F include information that is considered relevant and material to
assist the reader in understanding changes in Alliance Groups financial position or performance. Information is considered
material if:
the amount is significant because of its size and nature;
it is important for understanding the results of Alliance
It helps explain changes in Alliance’s business; or
it relates to an aspect of Alliance’s operations that is important to future performance
Reporting entity
Alliance Group Limited is a for-profit entity domiciled in New Zealand and registered under the Companies Act 1993 and the
Co operative Companies Act 1996. The company is an FMC Entity in terms of the Financial Markets Conduct Act 2013 and prepares its financial statements in accordance with this Act and the Financial Reporting Act 2013.

Property in the form of corporate offices
Vehicles for field based employees and operational assets such as forklifts
Alliance Group assesses at the inception of a contract as to whether the contract is, or contains, a lease as defined in
NZ IFRS 16 Leases.
Alliance Group recognises a right-of-use asset and a lease liability at the lease commencement date.
The company has adopted NZ IFRS 16 Leases with a date of initial application of 1 October 2019 using the modified
retrospective approach.
NZ IFRS 16 sets out the principles for the recognition, measurement, presentation and disclosure of leases and
supersedes NZ IAS 17 Leases.
The distinction between operating and finance leases that existed under NZ IAS 17 is removed under NZ IFRS 16, and
leases are now recognised on the statement of financial position as a lease liability and right of use asset.
On transition, in applying the modified retrospective approach the comparative information has not been restated and
continues to be reported under NZ IAS 17. On 1 October 2019 the Group has recognised right-of-use assets of $8.9 million
and lease liabilities of $8.9 million. Due to the practical expedients applied there is no adjustment to opening retained
earnings.
The NZ IFRS 16 practical expedients applied are:
• Right of use assets have been recognised at an amount equal to the lease liabilities on adoption;
•	A single discount rate has been applied to a portfolio of leases with similar characteristics. The weighted average
incremental borrowing rate applicable to the lease liabilities on 1 October 2019 was 4.42%; and
•	The Company did not recognise leases for which the lease term ends within 12 months of initial adoption under NZ
IFRS 16.
The accounting policies for leases are included in note B4 Right of Use Asset and C8 Lease Liability.
2019
$000
Short term and low value leases not recognised

ALLIANCE GROUP ANNUAL REP ORT 2020
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Operating lease commitments as disclosed in the 2019 financial statements
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10,622
(1,343)

Impact of discounting

(427)

Lease liability as at 1 October 2019

8,852

The consolidated financial statements are for Alliance Group Limited and its subsidiaries (together referred to as “Alliance”)
and Alliance’s interests in associates as at and for the year ended 30 September 2020.
Alliance is primarily involved in meat processing and export sales.
Statement of compliance and basis of preparation
The financial statements have been prepared:
in accordance with Generally Accepted Accounting Practice (GAAP) in New Zealand and comply with International
Financial Reporting Standards (IFRS) and the New Zealand equivalents (NZ IFRS), as appropriate for a
for-profit entity;
on the basis of going concern. The directors, having considered projected future performance and the availability of
financing, consider the going concern basis to be appropriate; and
-

in New Zealand dollars, with all values rounded to the nearest thousand dollars unless otherwise stated.

In preparing the Group financial statements, all material intragroup transactions, balances, income and expenses have been
eliminated. Subsidiaries are consolidated on the date on which control is obtained to the date on which control is lost.
The financial statements are prepared for the 53-week period ending 3 October 2020 (2019: 52-week period ending 28
September 2019) due to the 4-4-5 calendar used by the Group, therefore the amounts presented in the financial statements
may not be entirely comparable.
This method is used to ensure comparability given the weekly trading cycles of the Group. For simplicity the financial
statements and accompanying notes will be presented and referred to as a 30 September year end.
Foreign currency
Transactions denominated in a foreign currency are converted at the exchange rates at the dates of the transactions. Foreign
currency assets and liabilities (such as receivables and payables) are translated at the rate prevailing at balance date.
The assets and liabilities of international subsidiaries are translated to New Zealand dollars at the closing rate at balance
date. The revenue and expenses of these subsidiaries are translated at rates approximating the exchange rates at the dates of
the transactions.
Exchange differences arising on the translation of subsidiary financial statements are recorded in the foreign currency
translation reserve (equity). Cumulative translation differences are recognised in the income statement in the period in which
any international subsidiary is disposed of.
The principal functional currency of international subsidiaries is UK dollars; the closing rate at balance date was 0.5156 (30
September 2019: 0.5103). A full list of international subsidiary functional currencies is in note E1 Subsidiaries.
Other accounting policies
Other accounting policies that are relevant to an understanding of the financial statements are provided throughout the
notes to the financial statements. The accounting policies have been consistently applied to the periods in these financial
statements. Where applicable comparatives have been amended to align with current year’s expenses.

100

101

S E C T I O N 1 2 : Our Financial Review

ALLIANCE GROUP ANNUAL REP ORT 2020

S E C T I O N 1 2 : Our Financial Review

ALLIANCE GROUP ANNUAL REP ORT 2020

Critical judgements and estimates
The preparation of financial statements requires management to exercise its judgement in applying Alliance’s accounting
policies. Estimates and judgements are reviewed by management on an on-going basis, with revisions recognised in the
period in which the estimate is revised and in any future periods affected. Areas of estimate or judgement that have most
significant impact on the amounts recognised in the financial statements are:
Note B2
Inventories
Note D2
Derivative financial instruments
Impact of Covid 19
On 11 March 2020, the World Health Organisation declared the outbreak of Coronavirus (“COVID-19”) a global pandemic.
Consistent with other Global economies, the New Zealand Government announced an Alert Level system which required
varying level of operational restrictions for the business and consumers. Whilst the Group’s plants continued operating as an
“essential service” during all of New Zealand’s alert levels, the Group incurred additional costs such as increased processing
costs and costs of purchasing additional personal protective equipment for employees. Channels to markets have also been
impacted and the Group has had to respond to changes in consumer behaviour as overseas markets have switched in and out
of various degrees of ‘lock-down’.
Any impact of market pricing changes are reflected in the valuation of inventory under the retail method (refer to note
B2). Overall, management has determined that the COVID-19 pandemic has not significantly impacted the estimates and
judgements used on the statement of financial position as at 30 September 2020. Management will continue to monitor and
assess the impacts of future developments of COVID-19, which are highly uncertain and cannot be predicted, on the Group’s
operations, judgements and estimates.
Any impact of market pricing changes are reflected in the valuation of inventory under the retail method (refer to note
B2). Overall, management has determined that the COVID-19 pandemic has not significantly impacted the estimates and
judgements used on the statement of financial position as at 30 September 2020. Management will continue to monitor and
assess the impacts of future developments of COVID-19, which are highly uncertain and cannot be predicted, on the Group’s
operations, judgements and estimates.
Re-presentation of certain prior year comparatives
To assist the users understanding of these financial statements, the following reclassifications and disclosure adjustments
have been made:
-

A correction in the comparatives for administration expenses has resulted in a reclassification between cost of sales
to administration expenses of $1.2 million.
The cost and accumulated depreciation for certain items of property, plant and equipment has been adjusted to
better reflect the cost and accumulated depreciation of these assets. This change has not had any impact on the net
book value of property, plant and equipment.
A correction in the comparatives for C6 Trade and other payables has resulted in a reclassification from trade
payables to accrued expenses of $6.8m. This change has been made to better reflect the nature of these balances.
Bank overdraft has been renamed Bank credit facilities to better reflect the nature of this balance. The balance has
been removed from cash and cash equivalents for the purpose of the statements of cashflows and the movement in
bank credit facilities has been included within financing activities.
These reclassification and adjustments have no impact on the financial performance of Alliance.
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Independent Auditor’s Report
Independent Auditor’s Report
To the shareholders of Alliance Group Limited

Report on the audit of the consolidated financial statements
To the shareholders of Alliance Group Limited
Report on the audit of the consolidated financial statements

Opinion

In our opinion, the accompanying consolidated
Opinion
financial statements of Alliance Group Limited
(the ’company’) and its subsidiaries (the 'group') on
In our opinion, the accompanying consolidated
pages 81 to 102:
financial statements of Alliance Group Limited
(the
’company’)
subsidiaries
(the the
'group')
on
i. present
fairlyand
in allitsmaterial
respects
Group’s
pages
81 to position
102:
financial
as at 30 September 2020 and
its financial performance and cash flows for the
i. present fairly in all material respects the Group’s
period ended on that date; and
financial position as at 30 September 2020 and
financial
cash flows
ii. its
comply
withperformance
New Zealandand
Equivalents
tofor the
period
endedFinancial
on that date;
and Standards and
International
Reporting
International Financial Reporting Standards.
ii. comply with New Zealand Equivalents to
International Financial Reporting Standards and
International Financial Reporting Standards.

We have audited the accompanying consolidated
financial statements which comprise:
We have
audited the accompanying
consolidated
—
the consolidated
statement of financial
position
financial
which
comprise:
as atstatements
30 September
2020;

—
—
—
—

statement ofoffinancial
the consolidated statements
income,position
as at 30 September
2020;
comprehensive
income,
changes in equity and
cash flows for the period then ended; and
the consolidated statements of income,
comprehensive
changes
in equity and
notes, including income,
a summary
of significant
cash
flows
for
the
period
then
ended;
and
accounting policies and other explanatory
information.
notes, including a summary of significant
accounting policies and other explanatory
information.

Basis for opinion
We conducted our audit in accordance with International Standards on Auditing (New Zealand) (‘ISAs (NZ)’). We
for
opinion
believe thatBasis
the audit
evidence
we have obtained is sufficient and appropriate to provide a basis for our opinion.
We conducted
our audit
in accordance
with International
Standardsand
on Ethical
Auditing
(New Zealand)
(‘ISAs (NZ)’).
are independent
of the
group in accordance
with Professional
Standard
1 International
Code We
of
believefor
that
the audit Practitioners
evidence we(Including
have obtained
is sufficient
and appropriate
to provide
basis forissued
our opinion.
Ethics
Assurance
International
Independence
Standards)
(Newa Zealand)
by the
New Zealand Auditing and Assurance Standards Board and the International Ethics Standards Board for
We are independent of the group in accordance with Professional and Ethical Standard 1 International Code of
Accountants’ International Code of Ethics for Professional Accountants (including International Independence
Ethics for Assurance Practitioners (Including International Independence Standards) (New Zealand) issued by the
Standards) (‘IESBA Code’), and we have fulfilled our other ethical responsibilities in accordance with these
New Zealand Auditing and Assurance Standards Board and the International Ethics Standards Board for
requirements and the IESBA Code.
Accountants’ International Code of Ethics for Professional Accountants (including International Independence
Standards)
(‘IESBA Code’),
and we
fulfilleddescribed
our other in
ethical
responsibilities
in accordance
Our
responsibilities
under ISAs
(NZ)have
are further
the auditor’s
responsibilities
for thewith
auditthese
of the
requirements
and the statements
IESBA Code.section of our report.
consolidated financial
Our responsibilities
under ISAs
are further
in the auditor’s
responsibilitiesSubject
for the to
audit
of the
firm has also provided
other(NZ)
services
to thedescribed
group in relation
to staff secondments.
certain
consolidatedpartners
financialand
statements
section
our may
report.
restrictions,
employees
of ouroffirm
also deal with the group on normal terms within the
ordinary course of trading activities of the business of the group. These matters have not impaired our
Our firm has also provided other services to the group in relation to staff secondments. Subject to certain
independence as auditor of the group. The firm has no other relationship with, or interest in, the group.
restrictions, partners and employees of our firm may also deal with the group on normal terms within the
ordinary course of trading activities of the business of the group. These matters have not impaired our
independence as auditor of the group. The firm has no other relationship with, or interest in, the group.

Materiality
The scope of our audit was influenced by our application of materiality. Materiality helped us to determine the
Materiality
nature, timing
and extent of our audit procedures and to evaluate the effect of misstatements, both individually
and on the consolidated financial statements as a whole. The materiality for the consolidated financial
The scope of our audit was influenced by our application of materiality. Materiality helped us to determine the
statements as a whole was set at $1,500,000 determined with reference to a benchmark of group total revenue.
nature, timing and extent of our audit procedures and to evaluate the effect of misstatements, both individually
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Key audit matters
Key audit matters are those matters that, in our professional judgement, were of most significance in our audit
of the consolidated financial statements in the current period. We summarise below those matters and our key
audit procedures to address those matters in order that the shareholders as a body may better understand the
process by which we arrived at our audit opinion. Our procedures were undertaken in the context of and solely
for the purpose of our statutory audit opinion on the consolidated financial statements as a whole and we do not
express discrete opinions on separate elements of the consolidated financial statements.
The key audit matter

How the matter was addressed in our audit

Carrying value of trading stocks applying the retail method (refer to note B2)
Consistent with industry practice,
the Group adopt the ‘retail method’
to determine the carrying value of
trading stock. Under the retail
method inventory units are
measured at the expected sales
value adjusted for cost to sell and an
expected profit gross margin.
The retail method is required as
livestock inputs can result in a
varying combination of trading stock
outputs depending on the assessed
market demand, and the Group does
not allocate processing costs to
individual inventory units.
We consider that the carrying value
of trading stock to be a key audit
matter due to the unique nature of
the retail method and the judgement
associated in determining the
expected selling price and margin
adjustment.

Our audit procedures included:

—

Comparing management’s inventory valuation approach under the
retail method with the requirements of New Zealand Equivalents to
International Reporting Standards;

—

Comparing the expected selling price for trading stock items to
actual contracted volumes and sales completed subsequent to year
end;

—

For trading stock items with no contracted or completed sales
subsequent to year end, comparing the expected selling price to
recent sales values;

—

Assessing the level of trading stock processed a previous season
for risk of obsolescence;

—

Assessing the mathematical accuracy of the profit margin
adjustment, including consistency of the closing trading stock
volumes and plant production costs to other audit procedures
completed;

—

Challenging management’s assessment of inclusion or exclusion of
certain expense items within the margin adjustment calculation;

—

Comparing the calculated profit margin adjustment percentage for
consistency with historical levels and other market indicators;

We have no matters to report as a result of our procedures.
Recognition and measurement of year end provisions
In presenting a year end set of
financial statements, Management
and Directors are required to make
an assessment of the outcome of
future events based on information
existing at balance date.
These judgements specifically relate
to the measurement and recognition
of provisions, namely employee
related provisions which are subject
to on-going negotiations with Unions
and Covid-19 wage subsidy amounts
which are subject to on-going
discussion with Ministry of Social
Development (‘MSD’).

Our audit procedures included:

—

Obtaining and assessing external confirmations from legal advisors
of any outstanding claims or litigation against the Group;

—

Challenging the assessment of significant transactions for
consistency with the requirements of New Zealand Equivalents to
International Financial Reporting Standards;

—

Discussing the current status of judgemental areas and key
assumptions with management’s relevant external experts,
including legal advisors;

—

Assessing whether, based on the available evidence, the
transactions meet the criteria for the recognition of a provision or a
contingent liability;

© 2020 KPMG, a New Zealand Partnership and a member firm of the KPMG global organization of
independent member firms affiliated with KPMG International Limited, a private English company
limited by guarantee. All rights reserved.
© 2020 KPMG, a New Zealand Partnership and a member firm of the KPMG global organization of
independent member firms affiliated with KPMG International Limited, a private English company
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The key audit matter

How the matter was addressed in our audit

—

These are considered key audit
matters due to the quantum of the
amounts involved and the degree of
uncertainty associated with future
outcomes.

—

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance
with ISAs NZ will always detect a material misstatement when it exists.

—

Challenging assumptions and logic for the assessments made,
including the basis of determining the provision amount
recognised; and
Assessment of the appropriateness of disclosures made in respect
of judgemental areas.

We have no matters to report as a result of our procedures.

to issue an independent auditor’s report that includes our opinion.

Misstatements can arise from fraud or error. They are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the basis of these
consolidated financial statements.
A further description of our responsibilities for the audit of these consolidated financial statements is located at
the External Reporting Board (XRB) website at:
http://www.xrb.govt.nz/standards-for-assurance-practitioners/auditors-responsibilities/audit-report-1/

Other information
The Directors, on behalf of the group, are responsible for the other information included in the entity’s Annual
Report. Other information includes the introduction, sections 1 through 11, section 13 and section 14 in the
Annual Report. Our opinion on the consolidated financial statements does not cover any other information and
we do not express any form of assurance conclusion thereon.
In connection with our audit of the consolidated financial statements our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with the
consolidated financial statements or our knowledge obtained in the audit or otherwise appears materially
misstated. If, based on the work we have performed, we conclude that there is a material misstatement of this
other information, we are required to report that fact. We have nothing to report in this regard.

This description forms part of our independent auditor’s report.
The engagement partner on the audit resulting in this independent auditor's report is [Partner Name]
For and on behalf of

KPMG
Christchurch
18 November 2020

Use of this independent auditor’s report
This independent auditor’s report is made solely to the shareholders as a body. Our audit work has been
undertaken so that we might state to the shareholders those matters we are required to state to them in the
independent auditor’s report and for no other purpose. To the fullest extent permitted by law, we do not accept
or assume responsibility to anyone other than the shareholders as a body for our audit work, this independent
auditor’s report, or any of the opinions we have formed.

Responsibilities of the Directors for the financial statements
The Directors, on behalf of the company, are responsible for:

—

the preparation and fair presentation of the consolidated financial statements in accordance with generally
accepted accounting practice in New Zealand (being New Zealand Equivalents to International Financial
Reporting Standards) and International Financial Reporting Standards;

—

implementing necessary internal control to enable the preparation of a consolidated set of financial
statements that is fairly presented and free from material misstatement, whether due to fraud or error; and

—

assessing the ability to continue as a going concern. This includes disclosing, as applicable, matters related
to going concern and using the going concern basis of accounting unless they either intend to liquidate or to
cease operations, or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the consolidated financial
statements
Our objective is:

—
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to obtain reasonable assurance about whether the consolidated financial statements as a whole are free
from material misstatement, whether due to fraud or error; and
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DISCLOSURES OF INTEREST
Directors have disclosed interests in the following entities pursuant to Section 140 of the Companies
Act 1993 for the period 1 October 2019 to 30 September 2020:

The directors present to shareholders the seventy first Annual Report and

Director

Entity

Relationship

Financial Statements of the company for the year ended 30 September 2020.

S M Brown
		
		
		

Brown Land Holdings Limited
Dairy Goat Co-operative (N.Z.) Limited
Sarah Brown and Associates Limited
Wanganui Collegiate School – College Board of Trustees

Director and Shareholder
Director
Director and Shareholder
Trustee

J G Collie
		
		
		
		
		

Arrow Dairy Limited
Benmore Downs Limited
Kakapo Farms Partnership
Platinum Dairies Limited
Salvation Army Jeff Farm Management Board
Takitimu Discussion Group

Independent Advisor
Director
Chairman*
Chairman
Deputy Chairman
Facilitator

F I N A N C I A L R E S U LT

INTERESTS REGISTER

The result for the year ended 30 September 2020 is
a net profit of $7 million after tax.

The company maintains an Interests Register in
which particulars of certain transactions and
matters involving the directors are recorded.
Entries in the Interests Register must in turn be
disclosed in the Annual Report.
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R G Drummond
ACE Aparima Community & Environment
		
R G & J M Drummond Farms Limited
		
Takitimu Discussion Group
		
Upper Aparima Catchment Group
		
Wools of New Zealand Limited
			
			

Member*
Director
Member
Member
Indirect Shareholder via
R G & J M Drummond
Farms Limited

J A Miller

Roslyn Downs Limited

Director and Shareholder

G R Milne
		
		
		
		
		
		
		
		
		
		

Elviti Holdings Ltd and subsidiaries
G R & J A Milne
Nyriad Limited and subsidiaries
PF Olsen Group Limited and subsidiaries
Pro-Form Limited Advisory Board
Rimanui Farms Limited Advisory Board
Rockhaven Trust
Synlait Milk Limited and subsidiaries
Terracare Fertilisers Limited
Waikato University
Zespri Director Remuneration Committee

Director*
Partner
Chairman
Chairman
Chairman*
Chairman
Trustee
Chairman
Chairman
Council Member
Member

D G Morrison
		
		
		
		

Ahika Journeys Limited
Alpha Sheep Genetics Group
DG & BC Morrison Limited
Pure Taste New Zealand (NZ) Limited
W9

Director and Shareholder
Member
Director and Shareholder
Director and Shareholder
Chairman

H D Sangster
		
		
		
		
		

Community Trust of Maniototo
Farmlands Co-operative Society Limited
GlenAyr Limited
GlenAyr Properties Limited
Red Meat Profit Partnership Understanding
our Farming Business

Chair
Director
Director and Shareholder
Shareholder
Facilitator
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DISCLOSURES OF INTEREST (CONT)

The following remuneration was paid during the
year ended 30 September 2020:

Entity

Relationship

P M Schuyt
		
		
		
		
		
		
		
		
		
		

Ahikouka Holdings Limited
Dairy Investment Fund Limited
DairyNZ Incorporated
DairyNZ Limited
Department of Corrections Audit & Risk Committee
Foodstuffs North Island Limited
Greenleaf Fresh Limited
Tax Management New Zealand Limited
TSB Bank Limited
The Tatua Co-operative Dairy Company Limited
Schuyt Investments Limited

Director
Chairman
Director
Director
Member*
Director
Director and Shareholder
Director
Director
Director
Director and Shareholder

M J Taggart
		
		
		
		
		
		

Ballance Agri-Nutrients Limited
FMG Insurance Limited
Oxford Health Charitable Trust
Oxford Health Charity Limited
North Canterbury Farmers’ Charitable Trust
Taggart Farms
Taumata Plantations Limited

Director
Director
Trustee
Director
Trustee*
Partner
Chairman

87,000

Jared Guy Collie			

77,500

Russell Graham Drummond			

77,500

Jason Andrew Miller			

77,500

Graeme Roderick Milne			

77,500

Donald George Morrison			

77,500

Hilary Dawn Sangster			

77,500

Peter Martin Schuyt			

91,250

Murray James Taggart			

193,750

RELE VANT INTERE ST S IN SHARE S
Directors have disclosed the following holdings of relevant interests in Alliance Group Limited shares
pursuant to Section 148 of the Companies Act 1993:
Shares held at
30 September 2020

Remuneration
$100,000-$110,000

Our remuneration policy and practices are
designed to attract, retain and reward high
calibre senior leaders for the delivery of results
that create value for our shareholders. This
is achieved through market benchmarked
remuneration that balances fixed and variable
pay linked directly to the performance of the cooperative. The remuneration package for the
Chief Executive and Executive Leadership Team
is reviewed annually by the People Committee
taking into account company results, individual
performance and market data supplied by
external specialist remuneration advisors.
CO-OPER ATIVE STATUS
As required by Section 10 of the Co-operative
Companies Act 1996, the following resolution was
passed by the board on 10 November 2020. All
directors present voted in favour of the resolution.

During the year ended 30 September 2020, the
numbers of employees of the group who received
remuneration including benefits of $100,000 or
more were:

The Interests Register also includes, pursuant to section 140(1) of the Companies Act 1993, entries for
authorising the remuneration and particulars of indemnities and insurance for the directors.

Shares acquired since
30 September 2019

Sarah Miranda Brown			

EMPLOYEE REMUNER ATION

* Entry removed by notices given by the directors during the year ended 30 September 2020.

Director

ALLIANCE GROUP ANNUAL REP ORT 2020

DIRECTOR S REMUNER ATION

Director

Shares held at
30 September 2019
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No. of Employees
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$110,001-$120,000

62

$120,001-$130,000

26

$130,001-$140,000

19

$140,001-$150,000

13

$150,001-$160,000

8

$160,001-$170,000

8
2

“It was the opinion of the board that Alliance
Group Limited has, throughout the year ended
30 September 2020, been a co-operative
company within the meaning of the Co-operative
Companies Act 1996 on the following grounds:
(a)	Alliance Group Limited carries on, as its
principal activity, a co-operative activity
as that term is defined in the Co-operative
Companies Act 1996;
(b)	the constitution of Alliance Group Limited
states its principal activities as being
co-operative activities;

J G Collie

115,929

13,541

129,470

$170,001-$180,000

R G Drummond

191,172

20,277

211,449

$180,001-$190,000

7

J A Miller

124,322

4,704

129,026

$190,001-$200,000

4

48,192

5,145

53,337

$200,001-$210,000

4

H D Sangster

96,412

11,318

107,730

M J Taggart

67,645

4,905

72,550

$220,001-$230,000

4

$230,001-$240,000

3

$240,001-$250,000

3

$250,001-$260,000

2

D ONATIONS

$260,001-$270,000

1

$270,001-$280,000

2

$280,001-$290,000

1

Gifts and sponsorships of $78,776.18 were made
by Alliance Group during the year ended 30
September 2020.

$360,001-$370,000

1

$400,001-$410,000

1

$410,001-$420,000

1

$420,001-$430,000

2

$500,001-$510,000

1

$560,001-$570,000

1

$580,001-$590,000

1

$1,460,001-$1,470,000

1

D G Morrison

All share transactions were carried out at their nominal value of $1.00 per share.
R E L AT E D PA RT Y T R A N S A C T I O N S
The company has frequent transactions with its elected directors conducted on an arm’s length basis
in the ordinary course of business.
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(c)	not less than 60% of the voting rights
of Alliance Group Limited were held by
Transacting Shareholders as that term
is defined in the Co-operative Companies
Act 1996.”
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DIRECTORS

C O M PA N Y ’ S A F FA I R S

The names of the persons holding office as
directors of the company as at 30 September
2020 are listed in the directory on the inside of
the back cover.

A profit for the year has been recorded and
the company’s balance sheet remains robust
with an equity ratio of 57%. Further details
of the year under review, including material
changes in the nature of the business of the
company or any of its subsidiaries, are included
in the Chairman and Chief Executive Review
and the financial statements of the company
accompanying this report.

Under Section 200 of the Companies Act 1993
KPMG, Chartered Accountants, continue in
office as auditors.

M J Taggart
DIRECTOR

ALLIANCE GROUP ANNUAL REP ORT 2020

FIVE YEAR REVIEW

STAT U TO RY I N F O R M AT I O N ( C O N T )

AUDITORS
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P M Schuyt
DIRECTOR

2020

2019

2018

2017

2016

000’s

000’s

000’s

000’s

000’s

1,834,096

1,712,937

1,715,460

1,476,407

1,300,101

Net profit before restructuring, provisions
and distributions

27,428

20,997

10,435

28,737**

12,081

Restructuring and provisions

19,959

260

79

603

1,970

-

8,953

26

11,387

9,795

6,956

4,970

6,602

14,426

102

Fixed assets

245,022

236,126

231,562

220,374

207,410

Total assets

610,126

541,007

519,505

454,989

427,800

Shareholders’ funds

347,188

340,322

333,073

323,159

301,828

Shareholders’ funds as a percentage
of total assets

56.9%

62.9%

64.1%

71.0%

70.6%

Ordinary shares

88,843

85,276

76,467

72,166

67,008

Turnover*

Distributions
Profit after tax

*Prior year turnover figures (2017-2016) have been restated to be consistent with this years financial statements
presentation
18 November 2020
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** Net profit includes gain on sale of Makarewa land of $7.9 million
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SECTION 14

Directory
CORP OR ATE OFFICE

MANAGERS

51 Don Street

Dannevirke Plant
Levin Plant
Lorneville Plant
Mataura Plant
Nelson Plant
Pukeuri Plant
Smithfield Plant
Alliance NZ Sales
Alliance Group (NZ) Ltd
(UK subsidiary)
Alliance Asia

PO Box 845, Invercargill 9840
Telephone: 03 214 2700
Email: executive@alliance.co.nz
Website: www.alliance.co.nz
CHRISTCHURCH OFFICE
Level 3
123 Victoria Street
Christchurch Central 8013
ELECTED DIRECTORS
J G Collie
R G Drummond
J A Miller
D G Morrison
H D Sangster
M J Taggart (Chairman)

Winton
Avondale
Southdown
Gore
Ranfurly
Oxford

APPOINTED DIRECTORS
S M Brown
G R Milne
P M Schuyt

Kimbolton
Hamilton
Wellington

EXECUTIVE LEADERSHIP TEAM
Chief Executive
Chief Financial Officer
General Manager Livestock
and Shareholder Services
General Manager
Manufacturing
General Manager People
and Safety
General Manager Sales
General Manager Strategy

D R Surveyor
C J Mathewson

C G Mason
A Pelser
S Pande
M Nagel
S J Baird
P S Shuker
K A Morris
J E M Skurr
D G Smith
A K J Kent

AUDITORS
KPMG

BANKERS
ANZ Bank New Zealand Limited
Bank of New Zealand
The Hongkong and Shanghai Banking Corporation
Limited, incorporated in the Hong Kong SAR and
acting through its New Zealand Branch
Coöperatieve Rabobank U.A., New Zealand Branch
REGISTERED OFFICE
Level 3
51 Don Street
Invercargill 9810

D J Hailes
W P Wiese
C B Selbie
S S Kingston
N C Jones

The information in this annual report is for shareholders only and is not to be reproduced in whole or in part without the
consent of Alliance Group Limited.
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51 Don Street, Invercargill 9810
PO Box 845, Invercargill 9840
0800 354 435
03 214 2700
executive@alliance.co.nz
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