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About us
Walnuts New Zealand Co-operative Limited is a grower-owned co-operative company whose
main activities are to purchase, process, market and sell walnuts. We operate a walnut
processing factory in West Melton, Canterbury. Our range of products is sold nation-wide
and includes ground walnuts for food manufacturers, kernel pieces for snacking and baking,
in-shell walnuts, and specialist items such as oil, flour and dukkah.
Walnuts NZ Co-operative Ltd was incorporated on 29 April 2015 and commenced business
on 1 May 2015. On 23 December 2015 we registered a Product Disclosure Statement (PDS)
to offer shareholding to walnut suppliers. We subsequently updated our PDS and re-opened
the share offer on 23 September 2016. Shareholding is based on volume of supply, with the
share standard being one share per kilogram of walnuts supplied (in the supplier’s maximum
year of supply). As at 31 March 2018, we have 50 shareholders holding a total of 190,233
shares (i.e. representing over 190 tonnes of potential walnut supply).
This annual report covers our third year in business, from 1 April 2017 to 31 March 2018.
Our statement of purpose
The purpose of our co-operative company is to grow the wealth and security of our NZ
walnut producer-shareholders through our common goals of:
– Reliable supply of premium-value product to our consumers;
– Providing a path to market for our shareholders;
– Efficient and effective processing and cohesive marketing;
– Unity of purpose amongst our suppliers;
– Behaviour that is socially, financially and environmentally responsible.
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Board of directors
Our constitution requires a board of seven directors. Directors have a 3-year term, with onethird of the board retiring in rotation each year (retiring directors can make themselves
available for re-election if they wish). In general, directors must be shareholders of the
company, though our constitution allows one Appointed Director who is not a shareholder.
Board members were not paid for their role as directors in the first three years, though in
July 2018 an honorarium for the Company Chair was approved. Current directors are:
Frank Brenmuhl (Company Chair)
Frank and Margaret have a 32-ha walnut orchard at Aylesbury. Frank is a retired dairy farmer, and
farm consultant. He was a National Board Member of Federated Farmers of NZ which included the
roles of National Dairy Section Chairman, Chairman of the Dairy Industry Awards Trust and National
Vice President of FFNZ.

Graeme Nicholas (Meeting Chair)
Graeme and his wife Barbara own BG Growers Ltd, which owns and operates a 10-ha walnut orchard
near Springston. Graeme is a social systems researcher at the Crown Research Institute, ESR. He is a
member of the Royal Society of New Zealand and the Institute of Directors in New Zealand. Graeme
has served on several not-for-profit boards, and plays trombone in the Ellesmere Big Band.

Heather North (Company Secretary)
Heather owns a 17-ha orchard near Lincoln with business partner Clive Marsh. Heather is a research
scientist specialising in satellite remote sensing, working as a self-employed contractor. She is a
member of the Institute of Directors. In addition to her duties as a director, Heather also fulfils the
roles of Company Secretary and Share Registrar for Walnuts NZ Co-op, for which she receives a
monthly fee.

Andrew Horsbrugh
Andrew and his wife Jo own and operate Tunlaw Farm Limited, a 45-ha walnut orchard in West
Melton. Andrew is the Director-Agri Products and Services at Farmlands Co-operative and a member
of the Institute of Directors NZ. He is a shareholder/director of Donaghys Limited. Andrew and Jo are
also the NZ agent for AMB Rousset walnut harvesting and processing equipment.

Nelson Hubber
Nelson and his wife Wilma own a property at West Melton with about 4.5 ha of walnuts and a small
commercial cherry block. Nelson is retired and was a Southland farmer, company director, economic
development officer and business owner. He has a lifelong involvement in innovative projects that
have included a patented hovercraft system, electronic devices, meat and protein processing, digital
printing and in-house website and software development.

Basil Meyer
Basil is farming in partnership with Trudi 1000 walnut trees on their property near Charing Cross,
Darfield. Both are originally from Switzerland and settled in New Zealand in 1987. Through the
Sharemilking route they purchased their dairy farm on the West Coast in 1993, which they sold in
2013 to concentrate on their walnut orchard. From 2000 to 2010 Basil was a Director of Westland Cooperative Dairy Company. Basil and Trudi are the NZ contact for Feucht Obsttechnik, the German
manufacturer of walnut harvesting equipment. Basil currently works part time at Fonterra in Darfield.

Colin Prebble
Colin and his wife Karen have an 18-year-old orchard they developed from scratch. Colin is a
Chartered Accountant with experience on various boards and committees. He is also a partner in
some Christchurch-based hospitality businesses.

3

Report from the Chair and General Manager
In the last three-and-a-half years significant milestones have been achieved. The cooperative has been closely focused on the tactical implementation of a three-year strategic
plan.
This plan was developed and agreed by the Directors and General Manager; the overriding
goal being the development of the business into a sustainable and profitable co-operative
that delivers maximum possible value to its members.
In our report this year the key messages are:


The Co-op is now debt-free, with the last payment of the purchase loan made to the
Lawrences on 1st June 2018.



Incremental operational efficiencies have been implemented. These have enabled us to
process and sell crop that was difficult to market due to adverse harvesting conditions
on-orchard in 2017. The additional processing and marketing required to meet the shift
in market segment was significant and is a credit to the management and staff of our
Co-operative.



Despite the difficulties above, the Co-operative was able to generate a net profit after
tax of $5,437 for the year.



Ongoing improvements, along with the planned purchase of smart sorting technology,
will ensure that we can build further resilience and greater efficiencies into our
business.



Our marketing strategy is on track, and implementation is planned to commence this
year.

Frank Brenmuhl
Company Chair

Shane McKenzie
General Manager
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Summary of financial performance
The directors are delighted that the co-operative has achieved its first net profit. Though the
profit is small at this stage, it shows excellent progress for our company.
In many ways we regard Walnuts NZ Co-op as a start-up company, because of the
fundamental changes that took place when the business was transferred from private
ownership to co-operative supplier ownership in 2015. A huge effort and investment is
required in the set-up of a new business, and we have been working through these stages in
our early years.
The table below compares actual financial results for the 2017/18 financial year with the
third and final year of original forecasts in our first share offer document (Product Disclosure
Statement, PDS), as legally required in our annual reporting. In our first year of business, we
felt it was important to include in the PDS our best estimates of future financial
performance. We wanted to give potential shareholders a sense of where we were going,
particularly as there was no ‘track record’ with the company being in its first year. Since
then, we have gained knowledge of operating conditions and have better data on which to
base operational budgets. We no longer include financial forecasts in our PDS, and feel that
comparison against budget and against previous years’ performance is more relevant.
The information in the table below is taken from the audited financial statements that
appear at the end of this Annual Report. Actual revenue and profit were lower than our
original PDS forecasts. The main reasons for this, in our view, are; (1) our original forecasts
were somewhat optimistic due to limited data on which to base budgets in our first year;
(2) very wet weather conditions in April 2017 lead to significantly lower walnut quality which
had flow-on effects for both processing efficiency and sales; (3) walnut supply volume has
not increased as quickly as we anticipated.

Actual results for 2017/18 financial year compared to
forecasts in original Product Disclosure Statement ($)
Please see auditor’s commentary accompanying this table
in the Financial Statements section of this Annual Report.

Revenue – sales
Earnings Before Interest, Tax, Depreciation
and Amortisation (EBITDA)
Net profit after tax
Dividends
Total assets
Cash and cash equivalents
Total liabilities
Total interest-bearing liabilities
Net cash flows from operating activities
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Actual:
31-Mar-18

Original PDS
forecasts

Variance

1,237,484

2,322,499

(1,085,015)

42,652

82,611

(39,959)

5,437

58,403

(52,966)

-

-

-

630,803

886,081

(255,278)

85,557

288,288

(202,731)

204,856

178,415

26,441

16,277

16,277

0

(123,359)

12,887

(136,246)

The board of directors is pleased with the performance of management in our third year of
operation and particularly notes the achievement of a small net profit despite poor walnut
quality (due to the wet harvest) creating significant challenges in processing and marketing.
Walnut supply volumes have been increasing slowly from year to year but have not done so
as quickly as we anticipated. The slower rate of increase in supply has meant lower overall
revenue and fewer opportunities for economies of scale than we expected could be the case
for this stage of our development.
As at 31 March 2018, one early-stage milestone was nearing achievement. Since the cooperative purchased the business in 2015, we have been paying off the purchase loan to the
previous owners. Our final loan payment is scheduled for 1 June 2018. Reaching the end of
these payments will make a substantial difference for the company in the coming financial
year.
No dividends were paid to shareholders in respect of the 2017/18 financial year, and we do
not expect to be in a position to pay dividends for several years.
Walnut supply to the company is expected to continue to grow, even if not as quickly as
originally predicted, and we must expand our capacity to both process and market this crop.
We also need to improve operational effectiveness in the factory through the introduction of
modern equipment. In the short term we are expecting that significant changes to the plant
layout will be needed, along with the purchase of new equipment. A large effort is currently
being put into market opportunities and branding. As a co-operative, we are already raising
capital through shareholding; however, it looks likely that we will require further capital to
develop as a company. We are currently assessing likely capital requirements for the next
five years. The board is considering the needs and options for raising capital.
We continue to rely on our shareholders for support during these early years in the life of
our co-operative.
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Summary of non-financial performance
Performance against strategic plan
The board initially developed a set of strategic objectives in February 2017 (looking three
years ahead). During the past year further detail was added in the form of actions and
timeframes for implementation of the strategic plan. Any such plans need to be flexible to
cope with changing circumstances and new opportunities, but are still an important
framework for prioritising activities and reporting against. Below, we list progress against the
stated objectives and also additional work contributing to the company’s development.
Objective 1: Walnuts NZ Co-op enjoys an engaged shareholder base as a result of being well
regarded and successful. Growers become financially successful and enjoy participating in
their industry and new participants are being attracted.


Attendance at the 2017 AGM was 25 people representing 17 shareholders, plus
apologies from a further 6 shareholders. While attendance was down from the 2016
AGM (our first), attendees still represented 67% of the company’s voting power.



During the 2017/18 financial year, two new shareholders joined the co-op by purchasing
shares from the co-op. Also, an existing shareholder sold their shares (along with their
walnut orchard) to a further new shareholder. In total, 32,782 new shares were issued
by the co-op to new and existing shareholders.



We have continued to send out notes from the board to shareholders approximately
quarterly, and communications from the factory have also gone out as required.

Objective 2: Financially successful


Walnut quality from the 2017 harvest was generally poor as a result of very wet weather
and difficult drying conditions. A high incidence of discoloured kernel and other quality
problems meant that grades, and therefore payouts, were on average lower than usual.
The factory had to direct these walnuts into markets where such product was
acceptable, but this meant that the price received tended to be lower. At the same time,
processing costs are affected by the greater amount of labour required to sort poor
quality walnuts. In these conditions, we were pleased that the co-operative managed to
achieve its first net profit. The board is committed to increasing processing efficiency
and market opportunities with the goal of increased payouts for growers in future years.

Objective 3: Participating in high margin “Super Profit” market sectors


A market research project was undertaken for us by KPMG through the Enterprise DNA
programme. This included consideration of both international and domestic
opportunities, quantitative work on the New Zealand market, and options for
developing our brand.



This was followed up by an in-depth marketing strategy development project by Auburn
Marketing. The profitability of our current product types was assessed. Thought has
been given to questions around commodity products compared to value-added
products. Consideration has included the value of organics, e-sales, and brand
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development. In recent months (in 2018/19 financial year), recommendations were
provided to the board on sales opportunities through several potential channels,
including retail via supermarkets with a potential product range and brand development
guidelines.


Next steps will be around re-branding (including putting in place finance for this work)
and market development.

Objective 4: Significant improvement in operational efficiency


Walnut sorting technology has moved on significantly beyond the level of our current
colour-sorter in the factory. We have been assessing the new technology available, with
samples of our walnuts sent overseas for testing through several systems. Results have
been impressive – these ‘smart’ systems are able to successfully remove a very high
proportion of shell and discoloured pieces from the good kernel. As at the end of the
year under review (2017/18), the board was to consider capital expenditure on such a
system, pending (1) the GM undertaking a trip overseas to visit and assess the sorter;
(2) appropriate funding being put in place.



Recent discussions with Callaghan Innovation have included their Lean Management
programme and technical support.

Objective 5: Build capacity to process and sell the increased supply volumes predicted in
coming years


Both the proposed ‘smart’ sorter and the market research work described above are
aimed at improving our ability to efficiently process and sell more walnuts.



We exercised our right to renew the lease at the Tricketts Road site for a second period
of three years.

Objective 6: Committed and stable management team


Our dedicated General Manager, Shane McKenzie, has been working extremely hard
across a wide range of activities. Our processing team at the factory showed
commitment working with crop from a challenging harvest.
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Other non-financial performance
Health and safety – In October a Health & Safety audit of the factory was undertaken by two
board members. Generally it was noted that H&S is a key focus of staff and
management with some good systems in controls in place. Despite great improvements
made over the last year, it is an on-going journey and recommendations were made for
further improvements. In the months since the audit, most of the recommendations
have been acted on with some receiving on-going attention.
For the full year, we recorded 5 near-miss incidents in the factory, enabling us to
improve working conditions and processes in these areas for the future. We also
recorded two minor injuries.
Biogro certification – successful renewal of certification.
Food safety programme – A change in the Food Act in 2016 requires us to meet a higher
level of Food Control Plan through MPI, and we have three years to become registered.
Full certification is also a step toward being able to export. We passed three audits to a
high standard during our first three years of operation, so have now been moved onto
an 18-month audit cycle.
Transparency in grading – A quantitative system was developed for grading the 2017 crop,
and was improved for the 2018 harvest. This gives us transparency for audit purposes (in
terms of the value of product) and means we have quantitative data available for
growers to show why a particular grade was given for each batch of walnuts.
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Shareholding by walnut suppliers

As at the end of March 2018, the co-operative had 50 shareholders, holding a total of
190,233 shares. This is an increase of 2 shareholders, and 32,782 shares, since the end of
March 2017. With a share price of $2.75, the total (gross) capital investment by walnut
growers as at 31 March 2018 was $523,140.75.
Below is a graph of the number of shareholders (as at 31 March 2018) by size of share
parcel.

As at the end of March 2018, 24 of our shareholders (48%) held less than 2000 shares, a
further 21 (42%) held between 2000 and 7000 shares, and the final five (10%) held share
parcels larger than 9,000.
As at 31 March 2018, substantial shareholders (holding 5% or more of the issued shares)
were those listed in the table below.
Substantial shareholders

Number and percentage of shares
as at 31 March 2018
35,536 shares (18.7%)
26,512 shares (13.9%)
17,710 shares (9.3%)
11,555 shares (6.1%)

(holding 5% or more of the issued shares)

Clive Marsh and Heather North
Tunlaw Farm Limited
Aylesbury Walnuts Limited
BG Growers Limited
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