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The company is in great shape.

The most profitable year, the most 

engaged up and down the value chain, 

and brimming full of ideas and ambition.

The Board held its annual strategy 

session fittingly in the Xero Wellington 

office courtesy of our most valued 

outgoing independent director Susan 

Peterson who serves on that board.

The session scoped our ambition for 

the sector and how we plan to execute 

against our growth goals.

While I don’t confess to being much of 

an artist I captured our intent in what has 

come to be known in the company as 

the Ruthix Cube.

The profitable platform has given the 

company the confidence to invest ahead 

of the curve so that markers laid down in 

markets now will pay growth dividends 

down the track.

The winning combination we feel are 

ideas and execution.

The company is known for its leadership 

in sector thinking and our CEO John 

Brakenridge is acknowledged by his 

peers as the master of this universe.

As the food and fibre revolution gathers 

pace we have to be ahead of the game 

to stay relevant.

The dumping of plastics and everything 

petro is a golden opportunity for our 

precious fibre to shine in discerning 

consumer markets.

We mean to capitalise on this trend.

Our CFO, Peter Floris, was awarded 

a Prime Minister’s scholarship over 

the course of the year and he had the 

advantage of studying at the London 

Business School (LBS).

In his report to the Board, as we always 

want to learn, Peter highlighted an 

artwork that hangs at the entrance to the 

LBS which resonates: “The recipe for a 

successful new business is 5% idea and 

95% execution.”

We take that lesson to heart.

How we execute matters much.

The leadership of Mike Hargadon in the 

field home and away, and Keith Ovens 

as he works his magic in markets plays a 

huge role in creating value for suppliers 

and the company alike.

As the company moves to a new plane 

of performance we are always on the 

hunt for the talent to execute.

That means proper attention to 

succession plans and people.

In the course of a recent business study 

tour to Europe I had cause to spend 

time in the Netherlands with Royal 

DSM Integrated, a health, nutrition and 

materials company.

Their Annual Report discloses financial 
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and sustainability performance at three 

levels; People, the Planet and Profits.

That is an excellent platform for NZM 

reporting.

We are investing in our people; young 

growers, the next generation of market 

partners, and the talented team who 

work for us.

And our Directors continue to build on 

their governance capability, so crucial to 

guiding the company to be bigger and 

better.

We are conscious of our responsibility 

to our planet and mean to do the right 

thing as we position our special fibre as 

the material of the future.

ZQ has stood us in exceptional stead 

and we must always ensure the integrity 

of our offerings.

Finally the profit speaks for itself.

The dividend this year is in line with 

our policy of returning 50% of our 

profit to shareholders and this results 

in a declared dividend of 48.8 cents 

per share. At current market prices this 

represents a 22.7% return. 

It is such a joy to chair the company and 

I look forward to meeting shareholders 

at our Annual Meeting.

Ruth Richardson  

Chairman
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Introduction

The wool fibre industry is experiencing 

a moment - there has seldom been a 

better time to produce and promote 

natural fibre. To take full advantage of 

the opportunity we can’t afford to be 

complacent and risk another boom/

bust cycle. 

Due to the foresight of the innovative 

growers who established NZM 

over twenty-two years ago, we are 

now perfectly positioned to deliver 

sustainable natural fibre alternatives 

to meet the growing global demand. 

To achieve this, it will be important to 

strengthen our business position and 

create critical mass so that we can 

support our market partners and deliver 

value to our grower suppliers. 

Increasingly, people are looking to 

natural wool alternatives to solve 

synthetic problems and they are taking 

part in consumer activism by making 

sustainable purchase decisions to 

exercise their vote for the environment.

Now is not the time to take a tea break. 

Alongside our grower suppliers, we 

must relentlessly pursue innovation, 

engage global thought leaders and bring 

together organisations and businesses 

who share our vision for a better world. 

In doing so we will continue to develop 

new value capture and transfer models 

and mechanisms for linking wool 

growers to the brands, allowing us to 

better tell your story.

Close partnerships with NZM grower 

suppliers, across the value chain 

and with brands will continue to be 

fundamental to our success in driving 

value creation for all our stakeholders. 

The move into adjacencies such as 

targeted mid-micron, strong wool 

and third country supply has also 

strengthened NZM as a business.

An immediate assessment of NZM as a 

business is as follows:

Financial Performance

The company has recorded another 

strong financial performance with a net 

profit before tax of $3.6 million for the 

year, a 25% improvement on last year.  

This result represents a return of 24% on 

average shareholders’ funds.

Our balance sheet also continues to 

strengthen with shareholders’ funds 

now representing 72% of total assets. 

This balance sheet strength enables 

us to continue to confidently invest in 

our marketing and innovation activities 

and enables us to pay a dividend to 

our shareholders. 

Business Challenges

The wool fibre market has remained 

polarised over the last twelve months. 

The fine wool market has experienced 

consistent high prices, in some cases at 

levels not seen for decades. In contrast, 

the strong wool market has remained 

unsustainably low, further compounded 

by a necessary, but untimely increase to 

harvesting costs. 

The situation once again reinforces the 

need for the NZM model, so that our 

industry can create sustainability and 

profitability throughout the value chain. 

It also reinforces the need to take a 

future focused approach to investment 

in our markets and innovation to 

ensure we take full advantage of the 
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opportunities available to us. Our 

Production Science programme, 

maintaining a social license to operate 

and recognising our growers’ heritage, 

traditions and progressive farming ethos, 

through sophisticated storytelling, 

remain key platforms for NZM. 

Business Opportunity

NZM is ambitious and together with our 

grower suppliers, we have built a strong 

foundation that must be protected. 

We are experiencing rapid changes to 

market categories, driven by advances in 

technology, communication frameworks 

and a new generation of consumer. 

If you are confident enough to look, 

there is incredible opportunity to further 

strengthen our position. 

Despite the shifting landscape, our 

competitive advantage remains constant. 

Connecting the market through to 

growers, seeking creative ways to tell 

a natural fibre story and relentlessly 

pursuing innovation, remain as important 

today as it was when our growers 

formed NZM over two decades ago.

While the digital revolution provides 

us with new opportunities to connect 

with stakeholders, brand partners and 

consumers, the power of bringing people 

together in one space, to debate ideas, 

challenge thinking and collaboratively 

seek out, identify and solve problems is a 

fundamental necessity.

The Vanguard Wool event NZM 

hosted at Stanford University in July 

provided an important moment for our 

industry, by bringing together some 

of the world’s most innovative wool 

companies in one place to collaborate 

on new ideas and opportunities for 

wool fibre. The opportunity now is to 

build on this momentum, focusing on 

whole of value chain collaboration and 

shared investment. 

As an outcome of Vanguard Wool in the 

coming year we will launch Studio ZQ, a 

centre of innovation excellence designed 

to stimulate new market opportunities 

and further unlock the potential of wool. 

Based in Christchurch, Studio ZQ will be 

a catalyst for new category and product 

development, performance validation, 

storytelling, and to strengthen our social 

license and the connection between 

growers and market.

Our competitive environment is such 

that non-participating companies and 

suppliers will inevitably benefit. Our 

challenge is to keep our long-term value 

proposition strongly compelling for both 

grower suppliers and our current and 

future market partners.

Strategic Intent

We aim to be a global benchmark 

business, synonymous with value, 

environment and vitality and recognised 

as a world leader in sustainable wool 

production and markets.

At the core of our business, remains a 

focus on merino and mid-micron fibre 

and a commitment to deliver value to 

our grower suppliers. In addition, NZM 

has entered the strong wool market, to 

seek new areas of growth and value add, 

and to achieve critical mass. 

To ensure security of supply as 

markets grow and to maintain a strong 

business position, we have been 

selectively accessing wool from other 

countries, in parallel to growing the 

merino supply in New Zealand through 

ongoing investment in our Production 

Science programme, and while 

exploring ways to expand productivity 

and efficiencies on farm for our New 

Zealand merino growers. 

Summary

Since the establishment of NZM twenty-

two years ago, there has never been a 

time of greater opportunity for wool fibre. 

Maintaining momentum and a surety 

of direction will be vital in realising 

the exciting opportunities in front of 

us. What will allow us to do this is the 

knowledge that our growers recognise 

the importance of working together, 

driving unique value propositions, being 

leaders in sustainability and connecting 

through to end consumer brands.

As we create greater alignment across 

the value chain and seek to collaborate 

to create a better way of doing things, 

we remain steadfast in our commitment 

to return value back to our growers. 

John Brakenridge 

Chief Executive Officer 
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The hard work, foresight and innovation 

of merino growers to set up NZM has 

continued to be rewarded in 2017/18 

with the industry reaching a tipping point. 

The achievements forged by these 

foundation growers led to the creation of 

new market categories and opportunities 

for wool fibre. The legacy they have 

created is continued today, further 

strengthened by a new generation of 

world leading growers, keen to write 

their own page in this shared history and 

leave their mark by investing in greater 

market sophistication to sustain a vibrant 

and enduring industry.

Luxury and Specialised Markets

(Fine/Super Fine wool)

NZM’s positioning of ZQ as the world’s 

most ethical wool has resonated with 

a global wave of conscious consumers 

crying out for natural and ethical fibre 

alternatives to synthetic textiles.

This natural fibre revolution has driven 

luxury fashion brands, whose internal 

performance metrics include the ethical 

sourcing of raw materials, to seek out 

greater traceability and sustainability 

throughout their value chains. This has 

resulted in record demand for ZQ fibre 

during 2017/18. 

As the textile industry has sought to 

benchmark best practice with new global 

wool standards, such as the Responsible 

Wool Standard, NZM has positioned 

ZQ as the forerunner to supply to these 

standards.

Business partnerships with Reda, Loro 

Piana, Piacenza, Cariaggi, and Zegna 

Baruffa have strengthened as their 

customers look to them to source 

ethical fibre.

Allbirds continues to be a standout 

performer in the fine wool market with 

exceptional growth. Allbirds are supplied 

through Reda, whose innovation 

and technical material development 

(complimented by ZQ) has helped this 

success story. 

Active Outdoor and Lifestyle

The Active Outdoor and Lifestyle 

sector has reached a tipping point, 

with demand for merino fibre leading 

to almost exponential growth in the 

category, as brands and consumers 

seek products that meet their 

expectations of ethical sourcing and 

cast their vote for the environment 

though their purchase decisions. 

Awareness of the footprint that 

petrochemical based textiles leave on 

the planet (in the form of plastic micro 

fibres and non-biodegradability) is driving 

significant interest in wool. Our challenge, 

as always, is to ensure our story is told 

and is compelling and credible.

Partnerships across the globe are 

exceeding our growth expectations - 

European and Scandinavian partners 

such as Aclima and outdoor giant 

Fjällräven have joined our community 

along with New Zealand companies 

Mons Royale and Barkers.

Recent changes in leadership in 

Smartwool, with new President 

Jennifer McLaren appointed in June, 

and Smartwool’s parent company VF 

Corporation’s acquisition of Icebreaker, 

has meant a strong focus for NZM 

on ensuring a smooth transition and 

onboarding of new people. 

VF’s involvement presents a significant 

opportunity for NZM, ZQ, Icebreaker and 

Smartwool, with the scale and systems 

that VF bring to the business. This 

partnership will remain a core focus for 

2018/19.

Icebreaker and NZM have released a 

10-year forward contract to growers 

that accounts for approximately 500T 

of wool for Icebreaker. This is a world 

first and highlights the commitment 

that Icebreaker and parent company 

VF have with NZM and growers. The 

contract provides stable pricing on a 

rolling 10-year basis. Icebreaker has also 

recognised the importance of growers 

to their business by establishing the 

Icebreaker grower club and integrating 

growers into sales meetings and supply 

chain meetings. 

Value Chain Partnerships

NZM is not alone in wanting to create a 

vibrant and exciting wool industry and 

we continue to work closely with leading 

value chain partners who share our 

purpose-led approach to doing business. 

Building and maintaining value chain 

partnerships with global organisations 

provide important market access to 

emerging brand partners. 

The NZM team supports value chain 

partners such as Tianyu, Chargeurs, 

United Wool, Südwolle Group, Woolyarns 

and DTI by assisting with their sell-in to 

new potential partners and their servicing 

of those that are purchasing ZQ Merino 

fabric, yarn or top. These channels allow 

us to supply ZQ Merino fibre to brands 

that may not be of scale or have the 

appetite for a direct contract. 

Strong Wool 

Following the path set by fine wool 

growers, NZM’s focus in the strong wool 

sector has been to partner with premium 

Snapshot

Snapshot
2017/2018
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brands across the value chain to create 

stable and sustainable prices. 

Forward contracts secured with brand 

partners such as Glerups, Prestige 

Carpets, The Dixie Group and Best Wool 

are unprecedented and have provided a 

significant advantage to what continue 

to be historically low market prices. 

These companies remain committed to 

generating a sustainable future for strong 

wool that delivers shared value across 

the supply chain. 

There has never been a greater need 

to embrace the market centric model 

developed by NZM given the low market 

and increase in harvesting costs. The 

creation and development of new 

categories remains a key focus for 

NZM. Healthy homes, automotive, and 

personal wellbeing are key categories 

that warrant continued investment. 

NZM secured a new contract supplying 

virgin wool insulation company Havelock 

Wool, based in Reno, Nevada in the 

USA. The owner of Havelock Wool is a 

passionate supporter of New Zealand 

wool and will be using the traceability 

and sustainability of ZQ wool to enhance 

his value proposition in the high end 

architectural and ‘van-life’ environments.

Plans are in place to triple volume over 

the next three years, with Havelock Wool 

investing in a new facility to ramp up 

production and meet growing demand 

for natural textile alternatives to fossil fuel 

and glass-based insulation.

Through the W3 – Wool Unleashed 

Primary Growth Partnership (PGP) with 

the Ministry for Primary Industries, NZM 

convened our key wool partners for a 

week-long “Vanguard” programme at 

Stanford University in July 2018.

The Vanguard Wool programme 

provided an opportunity to establish a 

blueprint for the future direction of the 

ZQ brand and partnerships and establish 

common platforms that could prioritise 

and streamline the marketing and 

innovation efforts and investments of the 

ZQ community.

Brand partners such as Best Wool 

Carpets and The Dixie Group attended 

the Vanguard Wool week, working 

collaboratively to understand the 

challenges and opportunities for the ZQ 

community and wool industry in the 

face of disruption in communications, 

technology, and consumer preferences. 

Key outcomes included; alignment 

on common platforms to support 

the positive positioning of natural 

wool over synthetic alternatives in the 

minds of consumers; the need for a 

dedicated wool centre of excellence 

(coined Studio ZQ) to accelerate wool 

innovation; and, the need to develop 

more circular products and systems 

to ensure we operate with minimal 

environmental impact.

Production Science

Production Science continues to drive 

productivity and profitability for our 

grower suppliers, while also securing 

our industry’s social license to operate 

by providing a bridge between rural and 

urban communities.

Continued investment by NZM’s grower 

suppliers ensures that the Production 

Science programme moves forward 

with its core purpose: boosting fine-

wool production in New Zealand (and 

removing barriers standing in the way of 

this goal).

This work includes the ongoing 

development of the breeding value (BV) 

for footrot resistance in fine-wool sheep, 

the central progeny test site (CPT), and 

supporting fine-wool breeders with using 

estimated breeding values (EBVs) more 

generally, which is essential for uptake of 

the footrot BV. 

There has been a dramatic shift in the 

adoption of EBVs by ram breeders 

and buyers in the past year, which is 

paving the way for greater uptake of the 

footrot BV soon. Breeders are gaining 

confidence in the results that can be 

achieved by using EBVs in tandem with 

traditional methods of animal selection. 

This balanced and measured approach 

to innovation is important for the future 

sustainability of our industry. 

With support from the W3 – Wool 

Unleashed PGP programme, the 

focus of the Production Science team 

has also broadened to include key 

reputational issues facing New Zealand’s 

sheep industry. We have initiated 

projects in the areas of production and 

welfare, chemical use, technology, 

and monitoring ecosystem health and 

biodiversity. With the rising influence 

of conscious consumers, the need for 

this work is reinforced constantly and 

is captured by NZM’s ZQ platform. This 

work will be vital in maintaining our 

industry’s social license to operate. 

Meat

Our continued confidence in the SILERE 

Alpine Origin Merino programme, a co-

venture between NZM and Alliance, is in 

part, due to the continued demand from 

the New Zealand market at price levels 

that have remained steady over time, 

despite significant fluctuations in the 

commodity market.

In 2017/18 we have regained the 

traction we had domestically prior to 

the 2016/17 change in partner and we 

now have a solid platform for domestic 

and international growth. SILERE is 

well poised to benefit from innovative 

new global service models instigated 

by Alliance and the partnerships 

commitment to nurturing premium 

branded offerings. 

Our ambition remains to provide our 

grower suppliers with a stable and 

sustainable red meat revenue and NZM 

and Alliance a valuable brand asset. 
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If we live by and are 
proud of ZQ it will flow 
on to our customers and 
their end consumers.”

“



The  
Tipping 
Point

Record enquiries
for ZQ wool leading to an 
unprecedented number of 

forward contracts

18 brand partner visits
to New Zealand from companies keen  

to connect and share our grower’s stories

Record 
dividend

Vibrancy
An industry that 

continues to attract 
top talent and 

investment from 

those who share our 

vision & values  

for creating a 

better world 
with wool

Natural 
vs 

synthetic  

48.8 cents  
per share

Industry-first

10 year
forward contract



a pivotal year from 
your investment in 

merino wool

2017/18

Merino apparel is driving unparalleled growth  
in the Active Outdoor category

77%
of merino fibre in  

forward 
contracts,  

driving sustainable 
growth and profitability

Investing in a sustainable future,  

protecting social license to operate and 

delivering easy care sheep to enhance  

productivity and profitability

NZM now seen  
globally as the  

leading supplier  

of ethically sourced wool

New 
opportunities

A wool centre of 
excellence to drive 

new market category 
creation

is the  

largest business 
opportunity  

the fibre industry has 
ever seen

Studio ZQ
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Directors’ 
Statement

The Directors are responsible for 

preparing the financial statements and 

ensuring that they comply with New 

Zealand generally accepted accounting 

practice and fairly represent the financial 

position of the Company as at 30 June 

2018 and the results of the operations 

and cash flows of the Company for the 

year ended on that date.

The Directors consider that the 

financial statements of the Company 

have been prepared using appropriate 

accounting policies, which have been 

consistently applied and supported by 

reasonable judgements and estimates 

and that all relevant financial reporting 

and accounting standards have been 

followed. 

The Directors believe that proper 

accounting records have been kept 

which enable, with reasonable accuracy, 

the determination of the financial 

position and financial performance of 

the Company and facilitate compliance 

of the financial statements with the 

Financial Reporting Act 2013.

The Directors consider that they have 

taken adequate steps to safeguard the 

assets of the Company and to prevent 

and detect fraud and other irregularities. 

Internal control procedures are also 

considered to be sufficient to provide a 

reasonable assurance as to the integrity 

and reliability of the financial statements.

The Directors are pleased to present the 

financial statements of The New Zealand 

Merino Company Limited for the year 

ended 30 June 2018.

Ruth Richardson  

Chairman 

31 August 2018 

Kathryn Mitchell 

Chair Audit & Risk Committee 

31 August 2018

For and on behalf of the Board of Directors:
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16 Statement of Comprehensive Income

2017 Note 2018

$000 $000

106,947 Revenue 146,598

(95,077) Cost of sales (132,879)

11,870 Gross profit 13,719

4,809 Other income 1 4,439

(157) Share of Alpine Origin Merino Limited 10 (3)

4,652 Other income 4,436

(109) Net finance costs 2 (111)

(3,227) Procurement and selling expenses (3,641)

(2,972) Marketing expenses (3,037)

(3,558) Innovation expenses (3,970)

(2,883) Administrative expenses (3,251)

(585) Share based arrangements 22 (301)

(275) Other expenses 3 (211)

(13,609) Expenses (14,522)

2,913 Profit before income tax 3,633

(144) Income tax expense 4 (407)

2,769 Profit / (loss) after tax 3,226

Other comprehensive income / (loss)

Items that may be reclassified subsequently to profit or loss

361 Gains / (losses) from cash flow hedges 187

(101) Income tax relating to other comprehensive income (53)

260 134

3,029 Total comprehensive income 3,360

Statement of 
Comprehensive Income
For the year ended 30 June 2018

The accompanying notes form an integral part of these financial statements.
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2017 Note 2018

$000 $000

ASSETS

Current assets

- Cash and cash equivalents 5 2,708

5,997 Trade and other receivables 6 6,118

5,814 Inventories 7 5,116

353 Derivative financial instruments 13 483

12,164 Total current assets 14,425

Non-current assets

258 Property, plant and equipment 8 303

3 Investment in Alpine Origin Merino Limited 10 -

1,981 Deferred tax 9 1,531

5,886 Intangible assets and goodwill 11 5,812

- Derivative financial instruments 13 207

8,128 Total non-current assets 7,853

20,292 Total assets 22,278

LIABILITIES

Current liabilities

562 Bank overdraft 5 -

592 Current portion of long term incentive provision 17 -

496
Current portion of share based arrangements 

provision
22 397

3,580 Trade and other payables 12 4,257

6 Derivative financial instruments 13 135

5,236 Total current liabilities 4,789

Statement of 
Financial Position
As at 30 June 2018

The accompanying notes form an integral part of these financial statements.



18 Statement of Financial Position

Statement of 
Financial Position
As at 30 June 2018 (continued)

2017 Note 2018

$000 $000

Non-current liabilities

- Long term incentive provision 17 192

- Derivative financial instruments 13 23

926 Share based arrangements provision 22 1,170

926 Total non-current liabilities 1,385

6,162 Total liabilities 6,174

14,130 Net assets 16,104

EQUITY

1,725 Share capital 14 1,471

12,156 Retained earnings 15 14,250

249 Cash flow hedge reserve 15 383

14,130 Total equity 16,104

For and on behalf of the Board of Directors, who authorised the issue of the financial 

report on 31 August 2018.

Ruth Richardson  

Chairman 

31 August 2018 

Kathryn Mitchell 

Chair Audit & Risk Committee 

31 August 2018

The accompanying notes form an integral part of these financial statements.
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Statement of 
Changes in Equity
For the year ended 30 June 2018

 $000 Note  Share 
capital 

Retained 
earnings 

 Cash flow 
hedge 

reserve 

 Total  
equity 

 Balance at 1 July 2016 1,725 10,744 (11) 12,458

 Profit for the year 15 - 2,769 - 2,769

 Other comprehensive income 15 - - 260 260

 Dividend 23 - (1,357) - (1,357)

 Share based arrangements 14 - - - -

 Balance at 30 June 2017 1,725 12,156 249 14,130

 Balance at 1 July 2017 1,725 12,156 249 14,130

 Profit for the year 15 - 3,226 - 3,226

 Other comprehensive income 15 - - 134 134

 Dividend 23 - (1,386) - (1,386)

 Share based arrangements 14 (254) 254 - -

 Balance at 30 June 2018 1,471 14,250 383 16,104

 Carrying amounts 

 At 1 July 2016 1,725 10,744 (11) 12,458

 At 30 June 2017 1,725 12,156 249 14,130

 At 30 June 2018 1,471 14,250 383 16,104

The accompanying notes form an integral part of these financial statements.
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Statement of 
Cash Flows
For the year ended 30 June 2018

2017 
$000

Note 2018 
$000

Net cash from / (used in) operating activities

Cash provided from:

112,788 Receipts from customers 150,900

4 Interest income received 2 8

112,792 150,908

Cash applied to:

(110,538) Payments to suppliers and employees (145,818)

(113) Interest paid 2 (119)

(110,651) (145,937)

2,141 Net operating cash flows 16 4,971

Net cash from / (used in) investing activities

Cash provided from:

 - Sale of property, plant and equipment 1

 - 1

Cash applied to:

(115) Acquisition of intangibles 11 (30)

(77) Purchase of property, plant and 

equipment

8 (131)

(192) (161)

(192) Net investing cash flows (160)

The accompanying notes form an integral part of these financial statements.
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Statement of
Cash Flows
For the year ended 30 June 2018 (continued)

2017 
$000

Note 2018 
$000

Net cash from / (used in) financing activities

Cash applied to: 

(1,112) Share based arrangements 22 (155)

(267) Loan from Merino New Zealand Incorporated -

(1,357) Dividend 23 (1,386)

(2,736) (1,541)

(2,736) Net financing cash flows (1,541)

(787) Net increase / (decrease) in cash balances 3,270

225 Cash balances at beginning of year (562)

(562) Cash balances / (bank overdraft) at the end of the year 2,708

The accompanying notes form an integral part of these financial statements.
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Statement of 
Accounting Policies
For the year ended 30 June 2018

Reporting Entity

The New Zealand Merino Company 

Limited (the “Company”) is a company 

domiciled in New Zealand, and is 

registered under the Companies Act 1993. 

The Company is a reporting entity for the 

purposes of the Financial Reporting Act 

2013 and its financial statements comply 

with that Act. The financial statements 

of The New Zealand Merino Company 

Limited are for the year ended 30 June 

2018. The financial statements were 

authorised for issue by the directors on 

31 August 2018. 

The nature of the operations of the 

business is wool marketing, sales and 

innovation.

Basis of Preparation

The financial statements have been 

prepared in accordance with New 

Zealand Generally Accepted Accounting 

Practice (NZ GAAP). They comply 

with the New Zealand equivalents 

to International Financial Reporting 

Standards (NZ IFRS) and other applicable 

Financial Reporting Standards as 

appropriate to profit-oriented entities.

Measurement Base

The financial statements are prepared 

on a historical cost basis, except for 

derivative financial instruments, the 

long term incentive scheme and share 

based arrangements, which have been 

measured at fair value, and inventory 

which has been measured at the lower 

of cost and net realisable value. The 

financial statements are prepared on a 

going concern basis.

Presentation Currency 

These financial statements are presented 

in New Zealand dollars, which is the 

Company’s functional currency. All 

financial information presented in New 

Zealand dollars has been rounded to 

the nearest thousand, except when 

otherwise indicated.

Critical Judgement in Applying 

Accounting Policies

 In the process of applying the Company’s 

accounting policies management is 

required to make judgements, estimates 

and assumptions about the carrying 

value of assets and liabilities that are not 

readily apparent from direct sources. The 

estimates and associated assumptions 

are based on historical experiences and 

various other factors that are believed to 

be reasonable under the circumstances, 

the results of which form the basis of 

making the judgements. Actual results 

may differ from these estimates. The 

estimates and underlying assumptions 

are reviewed on an ongoing basis. 

Revisions to accounting estimates are 

recognised in the period in which the 

estimate is revised if the revision affects 

only that period, or in the period of 

the revision and future periods if the 

revision affects both current and future 

periods.  

In particular, information about 

significant areas of estimation, 

uncertainty and critical judgements 

in applying accounting policies that 

have the most significant effect on the 

amounts recognised in the financial 

statements are described in the following 

accounting policies and notes:

• Share based arrangements. Refer to 

policy (v) and Note 22.

• Goodwill impairment assessment. 

Refer to policy (h) and Note 11. 

• Long term incentive provision. 

Refer to policy (j) and Note 17.

Accounting Policies

Changes in Accounting 

Policies  

There have been no changes to 

accounting policies during the year.

Adoption of New Standards and 

Interpretations

Certain new standards, amendments 

and interpretations to existing standards 

have been published that are mandatory 

for accounting periods beginning on or 

after 1 January 2018, or later periods. 

The Company has not early adopted any 

of these:

NZ IFRS 9 – Financial Instruments has 

not been early adopted. This standard, 

which becomes effective for annual 

periods commencing on or after 1 

January 2018 will be adopted by the 

Company on 1 July 2018. NZ IFRS 

9 will impact the classification and 

measurement of financial instruments 

and will require certain additional 

disclosures. The primary changes 

relate to the assessment of hedging 

arrangements and provisioning for 

potential future credit losses on financial 

assets. Preliminary analysis indicates 

that this standard is unlikely to have 

a material impact on the Company’s 

financial statements. Although a full 

assessment has not been completed at 

this stage.
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 NZ IFRS 15 - Revenue from Contracts 

with Customers has not been 

early adopted. This standard, which 

becomes effective for annual periods 

commencing on or after 1 January 2018 

will be adopted by the Company on 1 

July 2018. NZ IFRS 15 has an objective 

of a single revenue recognition model 

(5 step model) that applies to revenue 

from contracts with customers in all 

industries. Preliminary analysis indicates 

that this standard is unlikely to have 

a material impact on the Company’s 

financial statements, however further 

analysis is ongoing.

NZ IFRS 16 - Leases is effective for 

annual periods commencing on or 

after 1 January 2019. It requires a lessee 

to recognise a lease liability reflecting 

future lease payments and a ‘right-to-

use asset’ for virtually all lease contracts. 

There are optional exemptions for 

short-term leases and leases of low 

value assets which the Company will 

adopt. For applicable leases NZ IFRS 16 

will result in changes in the Statement 

of Comprehensive Income with an 

interest expense on the lease liability 

and depreciation of the asset replacing 

the rental expense. The standard will be 

first applicable for the year commencing 

1 July 2019. The Company is continuing 

to analyse the impact of these changes. 

All lease commitments are disclosed in 

Note 18. 

The following specific accounting 

policies, which materially affect the 

measurement of the Statement of 

Comprehensive Income, Statement of 

Financial Position, Statement of Changes 

in Equity and Statement of Cash Flows, 

have been applied in these financial 

statements:

a) Property, Plant and Equipment

Items of property, plant and equipment 

are measured at cost, less accumulated 

depreciation and accumulated 

impairment losses. Where an item of 

property, plant or equipment is disposed 

of, the gain or loss recognised in the 

Statement of Comprehensive Income is 

calculated as the difference between the 

net sale price and the carrying amount 

of the asset.

Subsequent Costs:  

Subsequent costs are added to the 

carrying amount of an item of property, 

plant and equipment when that cost is 

incurred if it is probable that the future 

economic benefits embodied within 

the item will flow to the Company and 

the cost of the item can be measured 

reliably. All other costs are recognised 

in the Statement of Comprehensive 

Income as an expense when incurred.

b) Depreciation

Depreciation on property, plant and 

equipment is calculated on a straight-

line basis to  allocate the cost of an asset, 

less any residual value, over its useful life. 

Depreciation is  charged to the 

Statement of Comprehensive Income.

The estimated useful lives of property, 

plant and equipment are as follows:

Office equipment  

2 – 14 years 

 Leasehold improvements 

5 – 14 years 

 Information technology assets

2 – 5 years 

 Plant and equipment 

2 – 14 years

 The residual value of assets is reassessed 

annually. Depreciation methods, useful 

lives and residual values are reviewed at 

each financial year end and adjusted if 

appropriate.

c) Goodwill Arising on Acquisition

Goodwill arising on acquisition 

represents the excess of the purchase 

consideration over the fair value of the 

identifiable net assets acquired. Goodwill 

arising on acquisition is stated at cost 

less accumulated impairment losses.

d) Non Derivative Financial Instruments 

Non derivative financial instruments 

comprise trade and other receivables, 

bank overdraft,  loans and borrowings, 

and trade and other payables.

e) Intangible Assets

Trademarks are stated at cost, and 

once fully developed are amortised 

to the Statement of Comprehensive 

Income on a straight line basis over the 

useful life applicable to the trademark. 

Trademarks are reviewed at balance 

date and expensed to the Statement 

of Comprehensive Income where they 

no longer meet the definition of an 

intangible asset.

Software is stated at cost and amortised 

to the Statement of Comprehensive 

Income on a straight line basis over the 

useful life applicable to the software.

Goodwill is recorded at cost less any 

impairment losses.
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f) Trade and Other Receivables 

Trade and other receivables are 

measured at amortised cost less any 

impairment losses. 

Collectability of trade and other 

receivables is reviewed on an ongoing 

basis.

 Individual debts that are known to be 

uncollectable are written off when 

identified. An impairment provision is 

recognised when there is objective 

evidence that the Company will not be 

able to collect the receivable. Financial 

difficulties of the debtor or default 

payments are considered objective 

evidence of impairment.

g) Inventories 

All inventories of wool are stated at the 

lower of cost and net realisable value. 

Net  realisable value is the estimated 

selling price in the ordinary course of 

business. 

Cost is based on actual cost for all wool 

purchased and includes expenditure 

incurred in  acquiring the inventories and 

bringing them to their existing condition.

h) Impairment 

The carrying amounts of the Company’s 

assets are reviewed at balance date to 

determine whether there is any objective 

evidence of impairment. If any such 

indication exists the assets recoverable 

amount is estimated. In addition, at least 

annually, goodwill and intangible assets 

with indefinite useful lives are tested 

for impairment by comparing their 

estimated recoverable amounts with 

their carrying amounts. 

Recoverable amount is the higher of 

an assets fair value less costs to sell, 

and value-in-use. An impairment loss 

is recognised whenever the carrying 

amount of an asset exceeds its 

recoverable  amount. Impairment losses 

directly reduce the carrying amount 

of assets and are recognised in the 

Statement of Comprehensive Income.

i) Share Capital 

Ordinary shares are classified as equity. 

Incremental costs directly attributable to 

the issue of new  shares are shown in 

equity as a deduction, net of tax, from 

the proceeds.

j) Employee Entitlements 

Employee entitlements related to 

salaries and wages and annual leave 

are recognised  when they accrue 

to employees. In determining the 

estimated liability for employee 

entitlements, any entitlements due at 

balance date are recorded as a current 

liability.  

Long term incentive scheme expense 

and liability are recognised at the fair 

value  of the amount of the future benefit 

that employees have earned in return 

for their service in the current and prior 

periods.

k) Provisions 

A provision is recognised when the 

Company has a present legal or 

constructive  obligation as a result of 

a past event, and it is probable that 

an outflow of economic benefits will 

be required to settle the obligation. 

If the effect is material provisions 

are determined by discounting the 

expected future cash flows at a pre-

tax rate that reflects current market 

rates and, where appropriate, the risks 

specific to the liability.

l) Trade and Other Payables 

Trade and other payables are stated at 

amortised cost.

m) Revenue

Revenue from the sale of goods 

is recognised in the Statement of 

Comprehensive Income when 

the significant risks and rewards of 

ownership have been transferred to 

the buyer. Revenue from fees and 

charges is recognised in the Statement 

of Comprehensive Income when the 

transaction has been completed.

External funding is recognised on an 

accrual basis when it is probable that 

future economic benefits will flow to 

the Company (when agreed milestones 

are met) and the amount of revenue can 

be measured reliably. External funding 

which compensates the Company for 

expenses incurred is recognised in the 

Statement of Comprehensive Income 

as other income in the same period in 

which the expenses are recognised. 

n) Expenses

Operating Lease Payments

Payments made under operating leases 

are recognised in the Statement of 

Comprehensive Income on a straight 

line basis over the term of the lease. 

Finance Income and Expenses

Finance income comprises interest 

Statement of 
Accounting Policies
For the year ended 30 June 2018 (continued)
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income, foreign currency gains, and 

changes in the fair value of financial 

assets at fair value through the Statement 

of Comprehensive Income. Interest 

income is recognised as it accrues using 

the effective interest method. 

Finance expenses comprise interest 

expense on borrowings, unwinding of 

the discounts on provisions, foreign 

currency losses, changes in the fair value 

of financial assets at fair value through 

the Statement of Comprehensive Income 

and losses on hedging instruments 

that are recognised in the Statement of 

Comprehensive Income. All borrowing 

costs are recognised in the Statement 

of Comprehensive Income using the 

effective interest method.

o) Foreign Currency Transactions

Transactions denominated in foreign 

currency are translated into New Zealand 

currency at the spot exchange rate. 

Amounts receivable and payable in a 

foreign currency at balance date are 

translated at the exchange rate at that 

date. Foreign exchange differences 

arising on their translation are recognised 

in the Statement of Comprehensive 

Income.

p) Derivative Financial Instruments 

The Company uses foreign exchange 

contracts to hedge its exposure to 

foreign exchange risks arising from future 

sales or purchases of goods in foreign 

currencies. The company uses interest 

rate swaps to hedge its exposure to 

interest rate fluctuations. The Company 

also uses wool futures contracts to 

hedge its exposure to price risks arising 

from future sales or purchases of wool.

In accordance with the treasury policy, 

the Company does not hold or issue 

derivative financial instruments for 

trading purposes. However derivatives 

that do not qualify for hedge accounting 

are accounted for as trading instruments.

 Cash Flow Hedges

Foreign exchange contracts, interest rate 

swaps and wool futures contracts are 

recognised in the Statement of Financial 

Position at their fair value. Transaction 

costs are expensed immediately. Where 

the foreign exchange contracts, interest 

rate swap contracts or wool futures 

contracts are designated as a hedge, 

the effective portion of changes in the 

fair value of the instrument is initially 

recognised in the Cash Flow Hedge 

Reserve, and subsequently transferred 

to the Statement of Comprehensive 

Income at the point at which the sale 

and associated debtor are recorded. Any 

ineffective portion of foreign exchange 

contracts, interest rate swaps or wool 

futures contracts is recognised in the 

Statement of Comprehensive Income.

q) Income Tax

Income tax expense comprises current 

and deferred tax. Income tax expense 

is recognised in the Statement of 

Comprehensive Income, except to the 

extent that it relates to items recognised 

directly in equity, in which case it is 

recognised in equity. 

Current tax is the expected tax payable 

on the taxable income for the year, and 

any adjustment  to tax payable in respect 

of previous years.

Deferred tax is recognised using the 

balance sheet method, providing for 

temporary differences between the 

carrying amounts of assets and liabilities 

for financial reporting purposes, and  

the amounts used for taxation purposes.

Deferred tax is measured at the tax rates 

that are expected to be applied to the 

temporary differences when they reverse, 

based on the laws that have been 

enacted, or substantively enacted, by the 

reporting date. 

A deferred tax asset is recognised for 

the carry forward of unused tax losses 

to the extent that it is probable that 

future taxable profits will be available 

against which the unused tax losses 

can be utilised.

r) Goods and Services Tax

All amounts are shown exclusive of 

Goods and Services Tax (GST), except for 

receivables and payables that are stated 

inclusive of GST.  

s) Treasury Stock

Treasury stock is the portion of shares 

that the Company keeps in its own 

treasury. Treasury stock arises from a 

repurchase from shareholders. These 

shares do not receive dividends, have 

no voting rights and are not included in 

shares outstanding calculations.

t) Cash and Cash Equivalents

Cash and cash equivalents in the 

Statement of Financial Position comprise 

cash on hand and short term deposits 

with an original maturity of three months 

or less. These are readily convertible to 

known amounts of cash and are subject 

to an insignificant risk of change in value.

Statement of 
Accounting Policies
For the year ended 30 June 2018 (continued)
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u) Research & Development

All research expenditure is recognised 

in the Statement of Comprehensive 

Income as incurred. 

Development expenditure is 

recognised as an asset when it 

can be demonstrated that the 

commercialisation of the project will 

commence. Where development 

expenditure has been recognised 

as an asset it is stated at cost and 

amortised on a straight-line basis 

over the period of expected benefits. 

Amortisation begins at the time that 

commercialisation commences. 

All other development expenditure 

is recognised in the Statement of 

Comprehensive Income as incurred.

v) Share Based Arrangements

Equity-settled share-based arrangements 

with employees and others providing 

similar services are measured at the fair 

value of the equity instruments at the 

grant date.

The fair value determined at grant 

date of the equity-settled share based 

arrangements is expensed over the 

vesting period, based on the Company’s 

estimate of equity instruments that will 

eventually vest, with a corresponding 

increase in equity. At the end of each 

reporting period, the Company revises 

its estimate of the number of equity 

instruments expected to vest. The 

impact of the revision of the original 

estimates, if any, is recognised in the 

Statement of Comprehensive Income 

such that the cumulative expense 

reflects the revised estimate, with a 

corresponding adjustment to equity. 

For cash-settled share-based 

arrangements, a liability is recognised 

for the goods or services acquired, 

measured initially at the fair value of 

the liability. The fair value determined 

at grant date of the cash-settled share 

based arrangement is expensed over 

the vesting period. At the end of each 

reporting period until the liability is 

settled, and at the date of settlement, the 

fair value of the liability is remeasured, 

with any changes in fair value recognised 

in the Statement of Comprehensive 

Income for the year. Details regarding 

the determination of the fair value of the 

cash-settled share-based arrangements 

are set out in Note 22.

w) Statement of Cash Flows

The Statement of Cash Flows is prepared 

exclusive of Goods and Services Tax 

(“GST”). Operating activities represent 

all transactions and other events that 

are not investing or financing activities. 

Investing activities are those activities 

relating to the acquisition and disposal 

of investments and any other property, 

plant and equipment. Financing activities 

are those activities relating to changes 

in the equity and debt capital structure 

of the Company and those activities 

relating to the cost of servicing the 

Company’s equity capital. 

Statement of 
Accounting Policies
For the year ended 30 June 2018 (continued)
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2017 2018

$000 $000

2,129 Primary Growth Partnership funding 1,716

897 Other external funding 922

505 Royalties 661

- Gain on sale of fixed assets / intangible assets -

1,278 Other income 1,140

4,809 4,439

1

Other Income

2

Net Finance Costs / (Income)

2017 2018

$000 $000

113 Interest expense 119

(4) Interest income (8)

109 111
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Financial Statements
For the year ended 30 June 2018 (continued)

2017 2018

$000 $000

Other expenses

155 Depreciation 85

91 Amortisation of other intangible assets 104

2 Loss on sale of fixed assets / intangible assets -

27 Exchange losses 22

275 211

Personnel expenses (salaries & employer 
contribution to Kiwisaver included in 
functional expense categories)

5,014 Salaries 5,328

585 Share based arrangements 301

222 Long term incentives 192

201 Kiwisaver employer contributions 236

6,022 Share Based Payment 6,057

Technical research project costs (included in 
innovation expenses)

914 Technical research project costs 929

3

Expenses

Technical research projects include research into genetic acceleration, animal health, 

forage production and livestock trials, the validation of the sustainability of farming 

and processing systems, and research to validate the technical performance of 

textiles and wool fibre.
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2017 2018

$000 $000

Income tax (expense)

(11) Current income tax - Australia (11)

(134) Relating to origination and reversal of temporary differences (397)

- Overseas withholding tax -

- Adjustments in respect of New Zealand current income tax of 

previous years

-

1 Adjustments in respect of Australian current income tax of 

previous years

1

(144) Income tax (expense) reported in the Statement of 

Comprehensive Income

(407)

Numerical reconciliation between aggregate tax expense recognised in 
the Statement of Comprehensive Income and tax expense calculated 
per the statutory income tax rate

2,913 Accounting profit before tax from continuing operations 3,633

157 Plus after tax loss of associate 3

3,070 3,636

(860) At the statutory income tax rate of 28% (1,018)

(11) Current income tax - Australia (11)

- Adjustments in respect of New Zealand current income 

tax of previous years

6

1 Adjustments in respect of Australian current income tax 

of previous years

1

934 Losses recognised for current years tax 1,155

(7) Change in losses recognised in deferred tax (418)

(201) Permanent differences (122)

(144) Aggregate income tax (expense) (407)

4

Income Tax
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Notes to the 
Financial Statements
For the year ended 30 June 2018 (continued)

2017 2018

$000 $000

Imputation credit balance

1,342 Balance at the beginning of the year 814

(528) Dividends paid (539)

814 Balance at the end of the year 275

2017 2018

$000 $000

(562) Bank / (Bank overdraft) 2,708

4

Income Tax  
(continued)

Unrecognised temporary difference

The group has tax losses ($000) of 

$5,173 (2017: $9,335) to carry forward to 

the 2019 income year.

A deferred tax asset ($000’s) of $1,451 is 

being recognised equal to the remaining 

losses (2017: $1,869).

The amount of tax losses are subject to 

confirmation from the IRD.

5

Cash and Cash 
Equivalents / Bank 
Overdraft

Overdraft Facility

During the year the Company 

maintained an overdraft facility of up to 

($000) $3,500 and a seasonal funding 

facility of up to ($000) $13,000 with 

the Westpac Banking Corporation. At 

balance date the total facility drawdown 

was ($000) $0.

The facilities were secured by a General 

Security Agreement over the assets 

and undertakings of The New Zealand 

Merino Company Limited.

Notes to the Financial Statements
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Notes to the 
Financial Statements
For the year ended 30 June 2018 (continued)

2017 2018

$000 $000

Other receivables

5,837 Trade and sundry receivables 5,304

160 Prepayments 814

5,997 6,118

2017 2018

$000 $000

5,814 Stock of wool 5,116

6

Trade and  
Other Receivables

Normal terms of trade for Auction 

receivables are 11 days after date 

of Auction, and for Contracts they 

are 11 days from date of invoice. 

Other receivables are due 20th of 

the following month of the invoice. 

There are no impaired trade and other 

receivables. The value of foreign 

currency denominated trade and other 

receivables is as follows ($000) AUD 

$918 (NZD $981), USD $354 (NZD $508).

7

Inventories

The cost of inventories recognised as 

an expense during the year in respect 

of continuing operations was ($000) 

$132,879 (2017: $95,077).

The cost of inventories recognised as 

an expense includes ($000) $115 (2017: 

$182) in respect of write-downs of 

inventory to net realisable value.

Stock on hand as at 30 June 2018 with 

an age of greater than one year is ($000) 

$668 (2017: $150).

Notes to the Financial Statements
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$000  Office 
equipment 

 Leasehold 
improvements 

 Information 
technology 

assets 

 Plant and 
equipment 

 Total 

 Cost and Valuation 

 Balance at 1 July 2016 237 153 411 46 847

 Additions 34 3 40 - 77

 Disposals (5) - (2) - (7)

 Balance at 30 June 2017 266 156 449 46 917

 Balance at 1 July 2017 266 156 449 46 917

 Additions 69 28 33 1 131

 Disposals (1) - - - (1)

 Balance at 30 June 2018 334 184 482 47 1,047

 Depreciation and impairment losses 

 Balance at 1 July 2016 (117) (61) (319) (14) (511)

 Depreciation for the year (34) (13) (104) (4) (155)

 Disposals 5 - 2 - 7

 Balance at 30 June 2017 (146) (74) (421) (18) (659)

 Balance at 1 July 2017 (146) (74) (421) (18) (659)

 Depreciation for the year (35) (14) (32) (4) (85)

 Disposals - - - - -

 Balance at 30 June 2018 (181) (88) (453) (22) (744)

 Carrying amounts 

 At 1 July 2016 120 92 92 32 336

 At 30 June 2017 120 82 28 28 258

 At 30 June 2018 153 96 29 25 303

Notes to the 
Financial Statements
For the year ended 30 June 2018 (continued)

8

Property,  
Plant and 
Equipment

Notes to the Financial Statements
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Movements in deferred tax:

2018 Opening 
balance

Charged to 
income

Acquisition / 
disposal

Charged  
to other 

comprehensive 
income

Closing 
balance

$000

Gross deferred tax asset

Employee 

entitlements 114 51 - - 165

Livestock adjustment 52 (15) - - 37

Other accrual 42 (14) - - 28

Unused tax losses 1,869 (419) - - 1,450

Derivative financial instruments (96) - - (53) (149)

Total deferred tax asset 1,981 (397) - (53) 1,531

Attributable to continuing operations 1,531

The deferred tax benefit relating to tax losses carried forward has been recognised based on the 

financial forecasts for the 2019 and 2020 income tax years.

2017 Opening 
balance

Charged to 
income

Acquisition / 
disposal

Charged  
to other 

comprehensive 
income

Closing 
balance$000

Gross deferred tax asset

Employee entitlements 208 (94) - - 114

Livestock adjustment 61 (9) - - 52

Other accrual 66 (24) - - 42

Unused tax losses 1,876 (7) - - 1,869

Derivative financial instruments 5 - - (101) (96)

Total deferred tax asset 2,216 (134) - (101) 1,981

Attributable to continuing operations 1,981

Notes to the 
Financial Statements
For the year ended 30 June 2018 (continued)

9

Deferred  
Tax

Notes to the Financial Statements
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$000 $000 $000  $000

Total assets Total liabilities Revenues Profit / (loss)

AOML - - - (6)

Ownership 50% - - - (3)

Movements in carrying value of AOML

2017 2018

$000 $000

160 Balance as at 1 July 2017 3

(157) Share of profit / (loss) (3)

3 Balance as at 30 June 2018 -

Notes to the 
Financial Statements
For the year ended 30 June 2018 (continued)

10 

Investment in Alpine 
Origin Merino Limited

The Company’s share of profits in a 

joint venture Alpine Origin Merino 

Limited (AOML), incorporated in New 

Zealand, has been previously equity 

accounted for. During the year the 

share of losses in AOML has been 

greater than the carrying value of 

AOML therefore as at 30 June 2018 

the investment is no longer being 

equity accounted for. 

The value of the losses not 

accounted for is ($000) $1.

A joint venture is an arrangement 

whereby the parties that have 

joint control of the arrangement 

have rights to the net assets of the 

joint arrangement. AOML is jointly 

owned by the Company (50%), and 

Alliance Group Limited (50%). AOML 

is focused on the marketing of fine 

wool sheep meat. 

There are no known risks associated 

with the investment in AOML as at 30 

June 2018. 

Notes to the Financial Statements
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$000  Goodwill  Trademarks Computer 
software 

 Total 

 Cost 

 Balance at 1 July 2016 5,631 303 223 6,157

 Acquisitions - 38 77 115

 Disposals - (35) - (35)

 Balance at 30 June 2017 5,631 306 300 6,237

 Balance at 1 July 2017 5,631 306 300 6,237

 Acquisitions - 1 29 30

 Disposals - - - -

 Balance at 30 June 2018 5,631 307 329 6,267

 Amortisation 

 Balance at 1 July 2016 - (140) (153) (293)

 Amortisation for the year - (42) (48) (90)

 Disposals - 32 - 32

 Balance at 30 June 2017 - (150) (201) (351)

 Balance at 1 July 2017 - (150) (201) (351)

 Amortisation for the year - (51) (53) (104)

 Disposals - - - -

 Balance at 30 June 2018 - (201) (254) (455)

 Carrying amounts 

 At 1 July 2016 5,631 163 70 5,864

 At 30 June 2017 5,631 156 99 5,886

 At 30 June 2018 5,631 106 75 5,812

Notes to the 
Financial Statements
For the year ended 30 June 2018 (continued)

11

Intangible Assets  
and Goodwill

Goodwill arises due to the 

acquisition of the assets and 

business of NZM Disestablishment 

Limited in June 2012, and as a 

result of the Company purchasing 

the remaining 50% shares in NZM 

Disestablishment Limited from PGG 

Wrightson Limited in June 2011.  

Goodwill has been assessed for 

impairment by discounting the 

cash flows expected to occur in 

the cash generating unit to which 

the goodwill is allocated (being the 

Company) at a post-tax WACC of 

13% and a terminal value growth rate 

of 0%. The analysis is sensitive to 

both assessed earnings and discount 

rate, however no reasonably 

expected variation to those adopted 

results in any projected impairment. 

Trademarks are amortised over the 

life applicable to each trademark. 

The life of all current trademarks is 

10-15 years.

Computer software is amortised 

over a 2-5 year period.

Notes to the Financial Statements
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2017 2018

$000 $000

2,397 Trade payables 2,953

1,183 Employee entitlements 1,304

3,580 4,257

Notes to the 
Financial Statements
For the year ended 30 June 2018 (continued)

12 

Trade and  
Other Payables 
Related party payables are detailed in 

Note 17.

Notes to the Financial Statements
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The table below analyses financial instruments carried at fair value, by the 

level of fair value hierarchy. The different levels have been defined as follows:

i) Quoted prices (unadjusted) in active markets for identical assets or 

liabilities (Level 1).

ii) Inputs other than quoted prices included within Level 1 that are observable 

for the asset or liability, either directly (that is, as prices) or indirectly (that 

is, derived from prices) (Level 2).

iii) Inputs for the asset or liability that are not based on observable market 

data (that is, unobservable inputs) (Level 3).

The following table presents the Company’s assets and liabilities that are 

measured at fair value.

2018

$000

Level 1 Level 2 Level 3 Total 
balance

Assets

Derivative financial instruments  - 690  - 690

Total Assets - 690  - 690

Liabilities

Derivative financial instruments  - 158  - 158

Total Liabilities  - 158  - 158

2017

$000

Assets

Derivative financial instruments  -  353  -  353 

Total Assets  -  353  -  353 

Liabilities

Derivative financial instruments  -  6  -  6 

Total Liabilities  -  6  -  6 

Notes to the 
Financial Statements
For the year ended 30 June 2018 (continued)

13 

Financial  
Instruments 

Fair value estimation

Notes to the Financial Statements
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Notes to the 
Financial Statements
For the year ended 30 June 2018 (continued)

The net nominal value ($000) of forward 

currency contracts (cash flow hedges) 

outstanding at balance date was $28,526 

(2017: $14,271). The net nominal value 

($000) of wool futures (cash flow 

hedges) outstanding at balance date was 

$1,975 (2017: $0).

 

Future cash flows of forward currency 

contracts are based on bank derived 

mark to market valuations. The credit 

risk on forward currency contracts 

with Westpac Banking Corporation as 

at 30 June 2018 is ($000) $290 (2017: 

$353). Future cash flows of wool futures 

contracts are based on the average of 

the North and South Australian Wool 

Exchange (AWEX) quoted micron 

price guide. The credit risk on forward 

wool future contracts with the various 

counterparties as at 30 June 2018 is 

($000) $400 (2017: nil). All counterparties 

for forward currency contracts and wool 

futures contracts are considered to be of 

a high quality.

13 

Financial  
Instruments  
(continued)

Financial risk and capital 

management 

The Company’s capital includes share 

capital, reserves, and retained earnings.

When managing capital, the Company’s 

objective is to ensure the Company 

continues as a going concern as well 

as to maintain optimal returns to 

shareholders and benefits for other 

stakeholders.

The Company reviews its capital 

structure on a regular basis. As the 

market changes the Company may 

change the amount of dividends to be 

paid to shareholders, return capital to 

shareholders, or issue new shares.

The Company paid a dividend in 2018 of 

($000) $1,386 (2017: $1,357).

At 30 June 2018 the Company is utilising 

($000) $0 of the overdraft facility. The 

Company can utilise an overdraft facility 

of up to ($000) $3,500 and a seasonal 

funding facility of up to ($000) $13,000 

with Westpac Banking Corporation.

The Company is not subject to 

any externally imposed capital 

requirements, other than the 

covenants required under its borrowing 

agreements. During the year there were 

no breaches of these covenants.

There have been no material changes to 

the Company’s management of capital 

during the period.

The Company does not enter into or 

trade financial instruments, including 

derivative financial instruments, for 

speculative purposes. The use of 

financial derivatives is governed by 

the Company’s policies approved by 

the Board of Directors, which provide 

written principles on the use of derivative 

financial instruments.

i) Significant accounting policies

Details of the significant accounting 

policies and methods adopted, including 

the criteria for recognition, and the basis 

of measurement and the basis on which 

income and expenses are recognised, in 

respect of each class of financial asset 

and financial liability, are included in the 

Statement of Accounting Policies.

Notes to the Financial Statements
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The following table details the notional principal amounts, fair value and 

remaining terms of wool futures contracts outstanding as at 30 June 2018:

2017 2018

$000 $000

Notional  
principal  
amount

Fair  
value

Notional  
principal  
amount

Fair  
value

Not later than 1 month - - - -

30-90 days - - - -

90-365 days - - 1,238 234

1 year to 5 years - - 737 166

- - 1,975 400

Notes to the 
Financial Statements
For the year ended 30 June 2018 (continued)

13 

Financial  
Instruments  
(continued)

ii) Wool price risk

Wool price risk is the risk of a loss 

to the Company from adverse 

movements in wool prices where 

the Company has open sale or 

purchase contract positions.

The Company has entered into 

wool futures contracts to reduce the 

impact of spot market price changes 

on open sale or purchase contract 

positions.

Notes to the Financial Statements
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The following table details the notional principal amounts, fair values and 

remaining terms of any forward currency contracts outstanding as at the 

reporting date:

2017 2018

$000 $000

Notional  
principal  
amount

Fair  
value

Notional  
principal  
amount

Fair  
value

AUD Sell

Not later than 1 month 1,063 (2) 1,680 (29)

30-90 days 4,222 87 9,297 44

90-365 days 9,447 267 14,220 74

1 year to 5 years - - 5,451 (15)

14,732 352 30,648 74

AUD Buy

Not later than 1 month (67) 1 (1) -

30-90 days - - - -

90-365 days (496) (7) (2,335) 35

1 year to 5 years - - (4,640) 40

(563) (6) (6,976) 75

USD Sell

Not later than 1 month 102 1 315 (12)

30-90 days - - 622 (3)

90-365 days - - 1,153 (6)

1 year to 5 years - - 3,005 (9)

102 1 5,095 (30)

USD Buy

Not later than 1 month - - (239) 13

30-90 days - - - -

90-365 days - - - -

1 year to 5 years - - - -

- - (239) 13

 14,271 347 28,528 132

Notes to the 
Financial Statements
For the year ended 30 June 2018 (continued)

13 

Financial  
Instruments  
(continued)

iii) Currency risk 

Currency risk is the risk of a loss to 

the Company arising from adverse 

fluctuations in exchange rates. 

The Company has exposure to foreign 

exchange risk as a result of transactions 

denominated in foreign currencies, 

arising from normal trading activities. 

Where exposures are certain, it is the 

Company’s policy to hedge these 

amounts as they arise.

Notes to the Financial Statements
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Total credit risk was comprised as follows:

2017 2018

$000 $000

Trade and other receivables 5,997 6,118

Total credit risk 5,997 6,118

Notes to the 
Financial Statements
For the year ended 30 June 2018 (continued)

13 

Financial  
Instruments  
(continued)

iv) Credit risk 

Credit risk is the risk that a counterparty 

will default on its obligations, resulting 

in a financial loss to the Company. 

Financial assets, which potentially 

subject the Company to concentration 

of credit risk, consist principally 

of cash, bank balances, trade and 

other receivables, and advances to 

subsidiaries. The Company’s cash 

equivalents are placed with high credit 

quality financial institutions.

The Company has adopted a policy 

of only dealing with creditworthy 

counterparties and, in the case of 

trade receivables, for the most part 

only releasing wool for delivery once 

it has been paid for as a means of 

mitigating the risk of financial loss from 

defaults. The Company’s exposures are 

continuously monitored. The Company 

measures credit risk on a fair value basis.

Trade and other receivables consist 

of a small number of customers. 

Approximately 22% of trade and other 

receivables are due from one customer. 

The credit risk on liquid funds and 

derivative financial instruments is limited 

because the counterparties are banks 

with high credit ratings assigned by 

international credit-rating agencies.

Collateral and other credit 

enhancements obtained

The Company does not hold any 

collateral as security over trade and 

other receivables.

Notes to the Financial Statements
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2017 2018

$000 $000

Current 5,827 5,297

31-60 days 12 520

61-90 days 75 286

Over 90 days 83 15

5,997 6,118

Notes to the 
Financial Statements
For the year ended 30 June 2018 (continued)

13 

Financial  
Instruments  
(continued)

v) Credit risk (continued) 

Trade and other receivables that are 

either past due or impaired

The following table sets out information 

regarding the ageing of trade and other 

receivables. Debts owing in excess of 

30 days are considered past due. These 

have not been assessed as impaired 

as management believes that these 

amounts will be fully recovered.

Renegotiated trade and other 

receivables

There are no amounts included within 

trade and other receivables whose terms 

have been renegotiated.

At the reporting date the Company had the following interest-bearing  

financial instruments:

2017 2018

$000 $000

Notional  
principal  
amount 

Fair  
value 

Notional  
principal  
amount 

Fair  
value 

Fixed rate instruments - - - -

Variable rate instruments 562 562 - -

562 562 - -

Notes to the Financial Statements

13 

vi) Interest rate risk

Interest rate risk is the risk that the 

Company may be affected by changes 

in the general level of interest rates. 

The Company is exposed to interest 

rate risk as it borrows funds at floating 

interest rates.
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The following interest rate re-pricing tables detail the Company’s exposure to interest rate risk:

2018 
$000

Year  
end 

interest  
rate

Less than  
1 year

1-2  
years

2-6  
Years

Non-interest 
bearing

Total

Financial assets

Bank 1.39% 2,708 - - - 2,708

Trade and other receivables - - - 6,118 6,118

Derivative financial instruments - - - 690 690

2,708 - - 6,808 9,516

Financial liabilities

Trade payables - - - 4,257 4,257

Derivative financial instruments - - - 158 158

- - - 4,415 4,415

2017 
$000

Year  
end 

interest  
rate

Less than  
1 year

1-2  
years

2-6  
Years

Non-interest 
bearing

Total

Financial assets

Trade and other receivables - - - 5,997 5,997

Derivative financial instruments - - - 353 353

- - - 6,350 6,350

Financial liabilities

Bank overdraft 5.60% 562 - - - 562

Trade payables - - - 3,580 3,580

Derivative financial instruments - - - 6 6

562 - - 3,586 4,148

Notes to the 
Financial Statements
For the year ended 30 June 2018 (continued)

13 

Financial  
Instruments 
(continued)

vi) Interest rate risk  

(continued)

Notes to the Financial Statements
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The following contractual maturities tables detail the Company’s exposure to 

liquidity risk:

2018 
$000

Less than  
1 year

1-2  
years

2-6  
Years

Total

Financial assets

Bank 2,708 - - 2,708

Trade and other receivables 6,118 - - 6,118

Derivative financial instruments 483 207 - 690

9,309 207 - 9,516

Financial liabilities

Bank overdraft - - - -

Trade payables 4,257 - - 4,257

Derivative financial instruments 135 23 - 158

4,392 23 - 4,415

2017

$000

Financial assets

Trade and other receivables 5,997 - - 5,997

Derivative financial instruments 353 - - 353

6,350 - - 6,350

Financial liabilities

Bank overdraft 562 - - 562

Trade payables 3,580 - - 3,580

Derivative financial instruments 6 - - 6

4,148 - - 4,148

Notes to the 
Financial Statements
For the year ended 30 June 2018 (continued)

13 

Financial  
Instruments  
(continued)

vii) Liquidity risk

Liquidity risk is the risk that the 

Company will not be able to meet 

its financial obligations as they fall 

due. The Company monitors its 

liquidity daily, weekly and monthly 

and maintains appropriate liquid 

assets and bank funding facilities to 

meet all obligations in a timely and 

cost effective manner. Management 

of liquidity is designed to ensure that 

the Company has the ability to meet 

financial obligations as they fall due.

Notes to the Financial Statements
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2018 
$000

Financial 
assets / 

liabilities at 
fair value

Financial 
assets / 

liabilities at 
amortised 

cost

Total

Assets

Bank - 2,708 2,708

Trade and other receivables - 6,118 6,118

Derivative financial instruments 690 - 690

690 8,826 9,516

Liabilities

Trade payables - 4,257 4,257

Derivative financial instruments 158 - 158

158 4,257 4,415

2017  
$000

Financial 
assets / 

liabilities at 
fair value 

Financial 
assets / 

liabilities at 
amortised 

cost

Total

Assets

Trade and other receivables - 5,997 5,997

Derivative financial instruments 353 - 353

353 5,997 6,350

Liabilities

Bank overdraft - 562 562

Trade payables - 3,580 3,580

Derivative financial instruments 6 - 6

6 4,142 4,148

Notes to the 
Financial Statements
For the year ended 30 June 2018 (continued)

13 

Financial  
Instruments  
(continued)

viii)  

Categories of financial instruments

Notes to the Financial Statements
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2017 2018

$000 $000

Paid in share capital comprises:

1,725 Opening balance 1,725

- Share based arrangements transferred to retained 

earnings

(254)

1,725 1,471

Number of ordinary shares:

3,543,191 Opening balance 3,502,099

(41,092) Cancelled shares (201,026)

3,502,099 Closing balance 3,301,073

Notes to the 
Financial Statements
For the year ended 30 June 2018 (continued)

14 

Share Capital

At 30 June 2018 no ordinary shares were 

held by the Company as treasury shares 

(2017: 171,500).

Retained Earnings

2017 2018

$000 $000

10,744 Opening balance 12,156

2,769 Profit after tax 3,226

- Share based arrangements 254

(1,357) Dividend (1,386)

12,156 14,250

Cash Flow Hedge Reserve

2017 2018

$000 $000

(11) Opening balance 249

260 Gains / (losses) for the year 134

249 383

15 

Retained Earnings  
and Reserves

Notes to the Financial Statements
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2017 2018

$000 $000

2,769 Profit after tax 3,226

Non cash items:

157 Share of associates retained (surplus) / loss 3

155 Depreciation 85

2 Loss / (gain) on sale of fixed assets / intangible 

assets

-

90 Amortisation of intangible assets 104

134 Movement in deferred tax 397

222 Long term incentive provision 192

585 Share based arrangements expense 301

Working capital:

(2,994) (Increase) / decrease in inventory 698

1,045 (Increase) / decrease in accounts receivable / 

prepayments

(121)

(24) Increase / (decrease) in accounts payable 86

2,141 Net cash from operating activities 4,971

Notes to the 
Financial Statements
For the year ended 30 June 2018 (continued)

16 

Reconciliation of  
Cash Flows With 
Reported Net Profit

Notes to the Financial Statements
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2017 2018

$000 $000

3 Investment in Alpine Origin Merino Limited -

48 Receivable from Alpine Origin Merino Limited 3

Notes to the 
Financial Statements
For the year ended 30 June 2018 (continued)

17 

Related Party Disclosures

The Company entered into transactions 

for the sale and purchase of wool with 

entities associated with Bill Sutherland, 

Ben Todhunter, Matanuku Mahuika and 

Ross Ivey, directors during the course 

of the year. These transactions were 

made on the same terms as to other 

third parties. 

As at 30 June 2018 the Company owns a 

50% share in Alpine Origin Merino Limited 

(AOML). During the year the Company 

did not pay any expenses or receive any 

income from AOML due to AOML not 

engaging in any operating activities.

The Chief Executive of the Company 

is a director of Landcorp Holdings 

Limited. During the year the Company 

entered into arms length transactions 

for the purchase of wool from farms 

owned or leased by Landcorp Holdings 

Limited. The value of wool purchased 

was ($000) $6,181 (2017: $6,971). The 

amount payable to Landcorp Holdings 

Limited at 30 June 2018 was ($000) 

$459 (2017: $674).

Key Management Personnel 

The Company has not entered into 

any transactions with key management 

personnel of the business outside of the 

employment relationship.

Total remuneration ($000) provided to 

key management personnel in 2018 was 

$2,155 (2017: $1,471). Key management 

personnel refers to the Chief Executive 

and five direct management reports 

to the Chief Executive. This does not 

include fees paid to directors. 

During the year ended 30 June 2018 

the company entered into a new long 

term incentive scheme with the Chief 

Executive and five direct management 

reports aligned to the Company’s 

growth goals for the three years ending 

The following investments/balances existed between the Company and related parties as at 30 June 2018.

Notes to the Financial Statements

30 June 2020. The plan allows for a 

gross lump sum payment at the end of 

the plan term provided certain earnings 

growth targets are met.

The accrual recognised for the long term 

incentive is ($000) $192 (2017: $592).

The long term incentive provision has 

been valued based on actual earnings 

in 2018, budget earnings for 2019, and 

estimated earnings for 2020.

A sensitivity analysis has been completed 

and a 10% increase in 2019 and 2020 

earnings would increase the fair value 

of the liability to ($000) $222. A 10% 

decrease in 2019 and 2020 earnings 

would decrease the fair value of the 

liability to ($000) $156.

Refer to Note 22 for details of 

management share based arrangements.
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2017 2018

$000 $000

28 Audit of the financial statements 29

Notes to the 
Financial Statements
For the year ended 30 June 2018 (continued)

18 

Commitments

Capital Commitments

The Company had no capital 

commitments as at 30 June 2018 

(2017: $Nil).

In respect of its interest in the Alpine 

Origin Merino Limited joint venture (refer 

Note 10), the joint venture had no capital 

commitments as at 30 June 2018. 

Operating Lease Commitments

Non-cancellable operating lease rentals 

are payable as follows:

2017 2018

$000 $000

411 Not later than one year 822

366 Later than one year but not later than two years 672

658 Later than two years but not later than five years 1,798

- Later than five years 2,527

1,435 5,819

19 

Events After Balance Date

There are no significant events post balance date. 

20 

Auditor’s Remuneration

The auditor of the Company is 

Deloitte Limited.

Amounts paid or payable to Deloitte 

Limited during the year were:

21 

Contingencies

The Company had no contingent assets or liabilities as at 30 June 2018 (2017: $Nil).

In respect of its interest in the Alpine Origin Merino Limited joint venture (refer Note 10), the joint venture had no contingent assets 

or liabilities as at 30 June 2018.

Notes to the Financial Statements
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Notes to the 
Financial Statements
For the year ended 30 June 2018 (continued)

Number  
of shares 

issued

Issue  
price

Vesting 
schedule 

Percentage  
able to be 

sold back to 
company

Minimum  
shareholding  

while an  
employee

30-09-2011  602,342 $1.48 25%  - 25%

01-07-2012  -  - 10%  - 35%

01-07-2013  -  - 20%  - 55%

01-07-2014  -  - 20% 20% 20%

01-07-2015  -  - 20% 30% 20%

01-07-2016  -  - 5% 50% 20%

01-07-2017  -  -  - 75% 20%

01-07-2018  -  -  - 100% 20%

On 30 September 2011 the Company 

entered into an arrangement with the 

Chief Executive and three other key 

management personnel whereby shares 

in the Company were issued to them in 

consideration for them foregoing their 

notional dividend / profit share schemes 

with the Company.

These shares have restrictions on them 

which limit the quantity of shares able 

to be sold over time and the price at 

which these shares can be sold. As 

part of these restrictions, and given the 

limited liquidity in the Company’s shares, 

the agreement with the management 

shareholders allows them to require the 

Company to buy-back a percentage of 

the shares at certain dates in the future 

at the fair value of those shares, based 

on a contractually agreed formula, as 

detailed below.

During the 2015 year the board approved 

changes to the share-based arrangement 

whereby a percentage of the shares were 

able to be sold back to the Company on 

1 July 2014 or 1 July 2015. The minimum 

shareholding required to be held while 

an employee was also reduced to 20% of 

the shares issued.

During the 2018 year the board approved 

the buy back and cancellation of 29,526 

shares held under the arrangement.

Value per Share Total equity value / Total shares on issue

Total Equity Value

Enterprise value 

Less term debt 

Plus surplus cash 

Enterprise Value Assessed earnings x Earnings multiple

Assessed Earnings

Average of last three years EBIT 

The last two full financial years (audited accounts) 

The budget / reprojected EBIT in year of notice 

Earnings Multiple 5

22 

Share Based 
Arrangements

The following share-based arrangement was in existence during the current 

and prior years;

The buy-back value per share is to be calculated based on the  

following formula:
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Notes to the Financial Statements

Impact of the Share Based Arrangement on the Statement of 
Comprehensive Income

2017 2018

$000 $000

(585) Share based arrangements (301)

22 

Share Based  
Arrangements 
(continued)

Any vested shares are able to be sold 

on the open market as with other 

shareholders. 

During the 2018 year a payment was 

made under the arrangement of ($000) 

$155 (2017: $1,112).

Fair Value of Share Based Arrangements 

The fair value of share based 

arrangements as at 30 June 2018 

is ($000) $1,567 (2017: $1,422). 

This has been calculated based on 

management’s best estimate for the 

effects of the exercise restrictions, 

future earnings of the company and 

other considerations. 

The share based arrangements provision 

has been valued using an earnings 

multiple of 5. This has been based on 

forecasted earnings with a 90% (2017: 

85%) likelihood of the option being 

exercised, and a post tax discount rate 

of 13%. 

A sensitivity analysis has been 

completed; a 10% increase in earnings 

together with a 10 percentage point 

increase in the likelihood of the option 

being exercised would increase the fair 

value of the liability to ($000) $1,789. A 

10% decrease in earnings together with 

a 10 percentage point decrease in the 

likelihood of the option being exercised 

would decrease the fair value of the 

liability to ($000) $1,354. 

23 

Dividend

The dividend paid in the 2018 year was ($000) $1,386 (2017: $1,357). This represented a dividend per share of 41.6c.
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Auditor’s Report
For the year ended 30 June 2018

INDEPENDENT AUDITOR’S REPORT 

TO THE SHAREHOLDERS OF THE NEW 

ZEALAND MERINO COMPANY LIMITED

Opinion

We have audited the financial statements 

of The New Zealand Merino Company 

Limited (the ‘Company’), which 

comprise the statement of financial 

position as at 30 June 2018, statement 

of comprehensive income, statement 

of changes in equity, statement of cash 

flows for the year then ended, and a 

summary of significant accounting 

policies and other explanatory 

information.

In our opinion, the accompanying 

financial statements, on pages 16 to 51, 

present fairly, in all material respects, 

the financial position of the Company 

as at 30 June 2018, and its financial 

performance and cash flows for the year 

then ended in accordance with New 

Zealand Equivalents to International 

Financial Reporting Standards (‘NZ IFRS’) 

and International Financial Reporting 

Standards (‘IFRS’).

Basis for opinion

We conducted our audit in accordance 

with International Standards on Auditing 

(‘ISAs’) and International Standards on 

Auditing (New Zealand) (‘ISAs (NZ)’). Our 

responsibilities under those standards 

are further described in the Auditor’s 

Responsibilities for the Audit of the 

Financial Statements section of our report. 

We believe that the audit evidence we have 

obtained is sufficient and appropriate to 

provide a basis for our opinion.

We are independent of the Company 

in accordance with Professional and 

Ethical Standard 1 (Revised) Code of 

Ethics for Assurance Practitioners 

issued by the New Zealand Auditing 

and Assurance Standards Board and the 

International Ethics Standards Board 

for Accountants’ Code of Ethics for 

Professional Accountants, and we have 

fulfilled our other ethical responsibilities 

in accordance with these requirements.

Other than in our capacity as auditor, 

we have no relationship with or interests 

in the Company, except that partners 

and employees of our firm deal with the 

Company on normal terms within the 

ordinary course of trading activities of 

the business of the Company.

Other information

The directors are responsible on 

behalf of the Company for the other 

information. The other information 

comprises the information in the Annual 

Report that accompanies the financial 

statements and the audit report. 

Our opinion on the financial statements 

does not cover the other information 

and we do not express any form of 

assurance conclusion thereon.

Our responsibility is to read the other 

information and consider whether it is 

materially inconsistent with the financial 

statements or our knowledge obtained 

in the audit or otherwise appears to 

be materially misstated. If so, we are 

required to report that fact. We have 

nothing to report in this regard.

Directors’ responsibilities for the 

financial statements

The directors are responsible on behalf 

of the Company for the preparation 

and fair presentation of the financial 

statements in accordance with NZ 

IFRS and IFRS, and for such internal 

control as the directors determine is 

necessary to enable the preparation of 

financial statements that are free from 

material misstatement, whether due to 

fraud or error.

In preparing the financial statements, the 

directors are responsible on behalf of the 

Company for assessing the Company’s 

ability to continue as a going concern, 

disclosing, as applicable, matters related 

to going concern and using the going 

concern basis of accounting unless the 

directors either intend to liquidate the 

Company or to cease operations, or 

have no realistic alternative but to do so.
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Auditor’s responsibilities for the audit of 

the financial statements

Our objectives are to obtain reasonable 

assurance about whether the financial 

statements as a whole are free from 

material misstatement, whether due to 

fraud or error, and to issue an auditor’s 

report that includes our opinion. 

Reasonable assurance is a high level of 

assurance, but is not a guarantee that 

an audit conducted in accordance with 

ISAs and ISAs (NZ) will always detect a 

material misstatement when it exists. 

Misstatements can arise from fraud 

or error and 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 

financial statements.

A further description of our 

responsibilities for the audit of the 

financial statements is located on the 

External Reporting Board’s website at: 

https://www.xrb.govt.nz/standards-

for-assurance-practitioners/auditors-

responsibilities/audit-report-6 

This description forms part of our 

auditor’s report.

Restriction on use

This report is made solely to the 

Company’s shareholders, as a body, in 

accordance with Section 207B of the 

Companies Act 1993. Our audit has 

been undertaken so that we might state 

to the Company’s shareholders those 

matters we are required to state to them 

in an 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 

Company’s shareholders as a body, for 

our audit work, for this report, or for the 

opinions we have formed.

Deloitte Limited

Christchurch, New Zealand

31 August 2018
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2018

$000

Base salary: 392

Annual bonus: 173

Kiwisaver: 23

Employees’  
Remuneration 

The cash remuneration package of 

the Chief Executive contains three 

components:

a) Base salary; 

b) Annual bonus – based on the 

achievement of predetermined key 

performance indicators; and 

c) Kiwisaver.

During the year remuneration payments to the Chief Executive in 

the above categories were:

2018

Band ($000) Number

$100 - $110 3

$110 - $120 5

$120 - $130 3

$140 - $150 2

$150 - $160 1

$180 - $190 1

$210 - $220 1

$220 - $230 1

$290 - $300 1

$340 - $350 1

$350 - $360 1

$600 - $610 1

In addition the Chief Executive is provided with a vehicle which is available for 

private use.

The Chief Executive is also party to a long term incentive scheme that 

matures on 30 June 2020. 

The accrued liability to 30 June 2018 for this scheme relating to the Chief 

Executive is ($000) $56.

During the year the following number of employees received total 

remuneration and other benefits including incentive payments of at least one 

hundred thousand dollars.
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Originally Appointed

Ruth Richardson 12/10/12

Ross Ivey 14/10/11

Matanuku Mahuika 17/06/14

Susan Peterson (resigned 24/10/17) 01/07/13

Ben Todhunter 17/10/14

Bill Sutherland 12/11/15

Kathryn Mitchell 04/10/17

Directors Holding Office 
During the Year

Directors’  
Remuneration

Directors’ Indemnity  
and Insurance

The Company has given indemnities to, 

and has effected insurance for, directors 

and executives of the Company, which 

indemnify directors and executives 

against liabilities to other parties 

that may arise from their position as 

directors or executives. The indemnity 

and insurance does not cover liabilities 

arising from criminal actions.

2018

$000

Ruth Richardson 70

Ross Ivey 40

Matanuku Mahuika 35

Susan Peterson 13

Ben Todhunter 35

Bill Sutherland 35

Kathryn Mitchell 30

258

The following directors held office during the year ended 30 June 2018:

Remuneration paid to directors during the year was:
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Ruth Richardson

Chairman Syft Technologies Limited

Chairman Kiwi Innovation Network Limited

Chairman Kula II Fund Limited

Director Synlait Milk Limited

Director Ruth Richardson (NZ) Limited 

Director Bank of China (New Zealand) Limited

Ben Todhunter

Director Cleardale Station Limited

Director Southern Cross Sheep Limited

Director Mt Hutt Adventure Park Limited

Director Sri Taniwha Limited

Director StockX Limited

Director StockX Systems Limited

Director StockX Nominees Limited

Ross Ivey

Director Glentanner Station Limited

Director Glentanner Park (Mount Cook) Limited

Director Glentanner Heliski Limited

Susan Peterson (Resigned 24/10/17)

Tribunal Member New Zealand Markets Disciplinary Tribunal

Trustee Fantail Network Limited

Co-Chairman Organic Initiative Limited

Director Vista Group International Limited 

Director ASB Bank Limited

Director Trust Power Limited

Director Xero Limited

Director Property for Industry Limited

Statutory Information

Entries in the Company’s 
Interests Register

Pursuant to Section 140 (2) of the 

Companies Act 1993, directors have 

disclosed interests in the following 

entities during the year:
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Matanuku Mahuika

Partner Kahui Legal

Director Ngati Porou Windfarms Limited

Director NPWF Holdings Limited

Director Tuku Korero (2006) Limited

Director JP Ferguson Trustee Company Limited

Director Eastland Group Limited

Director Eastland Network Limited

Board Member New Zealand Geographic Board

Chairman Ngati Porou Holding Company Limited

Director Pakihiroa Farms Limited

Director Eastland Port Limited

Director Te Runanganui o Ngati Porou Trustee Limited

Director Gisborne Airport Limited

Director Amanti Tourism Limited

Director Pohewa Limited

Director Ngati Porou Berries Limited

Director Te Tira Toi Whakangoa Limited

Bill Sutherland

Partner Benmore Station

Partner Ahuriri Downs

Director Benmore Irrigation Company Limited

Chairman Omarama Saleyards Limited

Shareholder Clay Cliffs Station

Kathryn Mitchell

Director Christchurch International Airport Limited

Director Morrison Horgan Limited

Director Helping Hands Holdings Limited

Director Chambers @ 151 Limited

Statutory Information



NZM is an ‘all in’ model. 
Transformation could not 
have happened without the 
tenacity of the people we 
partner with.”

“

John Brakenridge, NZM
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