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The New Zealand trading operations
recorded another strong performance
with record turnover and profitability.
Market share gains and generally good
values across a broad product range,
together with tight management of
expenses, have assisted in achieving this
result. Our associates also performed
well and are in a good position for future
growth and profitability gains.

The Australian market suffered from
depressed pricing with many product
lines undervalued because of weak
demand, over production or, in some
cases, both. This impacted not only our
farming operations but the marketing
divisions, resulting in a reduction of
revenue and a significant loss for the year.
The LaManna Premier Group (LPG) board
and management teams recognised the
ongoing effect of weak market conditions
and pricing throughout the year, and while
merger synergies had already assisted,
further business improvements were
necessary. While these improvements
will take time to bed in, the Company is
confident that an enhanced performance
will be achieved. The specifics of this
strategy are discussed in the LPG section
of this review.

Given the difficult trading environment
and trading loss in Australia, the board
has decided to take a $32.330 million
impairment of the brand and goodwill
related to the business. This is a non-cash

impairment (reduction in the value
recorded for the brand and goodwill) and
does not impact on our debt facilities or
compliance with banking covenants. This
is explained in more detail in the financial
section later in this review.

The combined trading profit, before
tax and impairment, and including the
gain on acquisition, was $13.667 million
for the year, down from $16.018 million for
the previous year.

The vagaries of climate and other
disruptions are becoming the norm for
the horticulture industry. We witness
first-hand the vulnerability of growers and
marketers, alike, to these variables and
the need to develop sustainable farming
practices in the long-term interest of
the industry. These industry challenges
demonstrate, once again, the benefits
of working together to meet the ever-
discerning needs of our customers and
consumers - as a co-operative we are
® Together. Stronger. It also demonstrates
the value of diversification across
countries and key categories.

Today’s consumer is defining our
business like never before. They seek
what were seasonal products on an
all year-round basis and continually
look for better eating experiences.

Given traditional growing models, the
impact of the weather and the lead

times associated with new varietal
development, this becomes a challenging
proposition to deliver on. Our focus
remains on ensuring we are assisting

our growers in meeting these consumer
demands by being an integrated part of
their business, providing the necessary
support around planning to meet
demand expectations, supporting with
marketing insight on buying behaviour,
meeting customer expectations and

the further enhancement through the

use of Intellectual Property rights (IP).
Successfully delivering on these key
priorities creates competitive advantages
that assist with the sustainability of

our grower suppliers, our customer
relationships and our Co-operative.



Our people are vital to delivering
on these priorities. We continue to
work on attracting the right people
into our business and developing
their capabilities within our cultural
boundaries. It is essential that they are
philosophically aligned with the grower,
understand and deliver on customer
expectations, and have the skills to
create game-changing innovation. To this
end, our capability to support this wide
range of demands is a core focus of ‘our
people’ strategies.

Information technology is also a
critical component of our business
success. Our current IT platform has
served the business extremely well and
will be phased out over the following
year with the new system currently
under development. This will greatly
assist with further efficiency gains and
improved flexibility to adopt new
digital technologies.

The use of smart technology and
digital responses for business are also
necessary for efficiency gains, improved
communication and decision making.

A good example of this is MG’s Grower
Delivery Advice (GDA) web portal which
is now well established in the business,
with close to 60% of all growers using
the system and over 75% of all produce
currently supplied now being pre-
receipted online.

We will continue to strategically
review and invest in growing operations,
joint ventures, partnerships and provide
grower financial assistance where this
strengthens the Co-operative and is in
line with our Co-operative principles,
to grow the overall wealth of the

Bruce Irvine
Chairman

Co-operative, its shareholders and
growers through relevant initiatives.

Despite the setback this year, there
have been significant positives. Our
New Zealand operations continue to
perform strongly and we are well placed
for further growth. LPG is working hard
on its business remodelling and the early
signs of improving performance
are encouraging.

The Board remains focused on
strategically positioning the company
for future success and we thank the
Board members for their governance and
leadership in the face of some significant
industry-wide challenges. The Board’s
engagement on the health, safety and
wellbeing of our people is paramount and
our culture of care strategies are under
constant review to achieve this goal.

We pay tribute to our prior Chairman
Brian Gargiulo’s service to the company
later in this review - on behalf of the
Board and management we thank Brian
for his outstanding contribution to the
success of the Co-operative.

And finally, on behalf of the Board and
management team, we acknowledge and
thank the support of all our stakeholders
- our suppliers, customers and fellow
staff - as we work together to grow our
Co-operative for a stronger future.

MG has operated now for 95 years and
has a proud history. We will continue to
be creative, identifying new opportunities
for our shareholders, grower suppliers
and customers, take controlled risks and
remain passionate about what we do. We
look forward to working with you all on
this endeavour in 2019.
® Together. Stronger.

Peter Hendry
Chief Executive Officer

We remain confident that the
strategic initiatives of recent years
well positions your Co-operative for
a sound and sustainable future.

N
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Shareholder distributions
Group profit before income tax
and impairment (including gain on Group total assets ($M)
acquisition) ($M)

- Special Bonus Issue (November 2018)
- 1for 20 on “A” shares (2017: 1 for 15)

- 1for 5 on “B” shares (2017: 1 for 3)

12 11.6 7.5
- 1for 2 on “C” shares (2017: 1 for 3) . 7.9 . -, 6.87 -
- 1for 20 on “D” shares (2017: 1 for 15) 5 5.53 oY
a o 4.5
- Supplier shareholder rebate (issued as 2018 © 0 o 5
“C” shares) (2017: issued as 2017 “C” shares) 5 & Q 20
: : (12)
- Bonus issue on supplier shareholder rebate
of 3 for 1 (2017: 3 for 1) (18) e
- Final gross dividend on “A” shares : (24) (19-5) 000 = o S
6 cents per share (2017: 6 cents per share) o o o
= - ivi Group (loss)/profit
A SRS ENES G ) for the year (after income tax Group distributions ($M)

“D” shares: 6 cents per share (November and impairment) ($M)
2017: 6 cents per “D” share)

Total shareholder distributions in relation to
the year ended 30 June
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1 George Gibb from Greendale Mushrooms

and Michael Breitmeyer from MG Marketing.

{

by

FINANCIAL OVERVIEW & DISTRIBUTIONS

The Group’s financial highlights are
reported on page 6 and 7 of this review.

For the year to 30 June 2018 Group
Gross Sales under Management amounted
to $862 million ($894 million in 2017).

For the same period net profit before tax
and impairment, including the gain on
acquisition amounted to $13.667 million
compared to $16.018 million in 2017. This
result came from the strength of both
the NZ market and the business, offset
by the challenges that were faced in the
Australian market.

As is noted above, this year there has
been a partial impairment of the Group’s
intangible assets, amounting to $32.330
million. Each year MG is required to
undertake an assessment of the carrying
value of its various investments and
intangible assets against the assessed
ongoing value. If the carrying value is
higher than the ongoing value, then there
is an impairment. The investment, or
intangible asset, is written down in value
and this represents an expense in the
profit and loss. It is important to note that
this is a non-cash write down/reduction

in value. Details around the assessment
process and the variables used in this
calculation are more fully set out in note
9 of the financial statements (refer to the
full Annual Report).

MG invested in LaManna Bananas Pty
Ltd (LMB) in July 2003 with an initial 25%
shareholding which grew to 50% in 2004
and eventually became 100% in 2005. Over
the years, the percentage shareholding
has varied as a result of share issues,
acquisitions and mergers and currently
stands at 69.3%. The last significant event
was the merger with Premier Fruits Group
in 2016 - this saw LMB rebrand as LaManna
Premier Group (LPG).

The Group net (loss) after tax, the gain
on acquisition and the impairment expense
amounted to ($19.502) million compared
to a profit of $11.609 million in 2017.

At a Group level, MG remains strong
with equity standing at $107.147 million
(2017 $129,678) and total assets of
$262.749 million (2017 $277.127 million).
The reduction between years is primarily
as a result of the impairment expense as
discussed above.

As announced at the November
2017 Annual Meeting of Shareholders,
MG exercised the option to purchase
the JS Ewers Ltd business, effective 1
December 2017. The 7 months results (to
30 June) for this business are reflected
in the Group results for the year.

In addition to this Annual Review, MG
presents an Annual Report inclusive of
full financial statements. If you would
like a copy of the Annual Report visit
the website, www.mgmarketing.co.nz,
or contact the Company Secretary,
Duncan Pryor, on (03) 343 1794 or email
dpryor@mgmarketing.co.nz

Group Profitability Net profit/
year ended 30 June 2018 (loss) after
tax

$°000

MG Group excluding Australia 10,788

Gain on acquisition 6,568
Australia (4,528)
Impairment expense (32,330)
(Loss) for the year (19,502)

- Ben Scott from Scottfresh
and Andrew Body from
MG Marketing.

DISTRIBUTIONS

Given the strength of the Company and
the strong results that have come from
the NZ operations, the MG Board of
Directors has resolved to return to its
shareholders significant distributions
totalling $5.596 million (2017: $6.518
million) by way of rebate shares, bonus
issues and dividends. This is the fourth
consecutive year that shareholders have
received a special bonus issue.

On 7 September 2018 the Board
declared the following distributions in
relation to the year ended 30 June 2018:
- Special bonus issue - a fully imputed

taxable special bonus issue of:

- One new “A” share for every twenty

existing “A” shares; and

- One new “B” share for every five

existing “B” shares; and

- One new “C” share for every two

existing “C” shares; and

- One new “D” share for every twenty

existing “D” shares.

- Supplier shareholder rebate - a taxable
rebate of $250,000 to be applied by
the Company in paying up in full “C”
shares of the Company to be issued at
$1.00 each and made in such manner
as the Directors determine to those
shareholders that are Current Producers
that have supplied on a consignment
basis during the financial year ended 30
June 2018.

- Bonus issue - a three for one fully
imputed taxable bonus issue on the “C”
shares issued out of the above rebate.
This amounts to $750,000 worth of
“C” shares being issued (Shareholders

that are Current Producers receive
three further “C” shares for every one
“C” share they receive from the above
rebate). As imputation credits have
been attached to the bonus issue shares
they are mostly tax paid in the hands of
the shareholder.

- Final dividend - a fully imputed taxable
gross dividend of six cents on every “A”
share and six cents on every “D” share.
Once again imputation credits are
attached to this dividend.

The above distributions will be made

only to those shareholders entered on

the share register at 30 June 2018 who

continue to hold, at the date of the 2018

Annual Meeting, the shares held at 30

June 2018.

The above special bonus issue,
rebate, bonus issue and dividends
represent $5.596 million being distributed
back to MG’s loyal and supportive
shareholders. Not only is this a significant
distribution of wealth to the shareholders
it represents the strength of the
Co-operative as a whole.

In addition, and as has occurred for
many years now, we are pleased to note
the support of the shareholders through
their high level of reinvestment of their
dividends back into more MG shares
(“A” and “D” shares). If you would like to
participate in the dividend reinvestment
plan please contact our Company
Secretary, Duncan Pryor, at MG’s Support
Office for further information on email
dpryor@mgmarketing.co.nz or phone
(03) 3431794,
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4 MG Board of Directors from
left to right:

Peter Hendry (Chief Executive

Alan

s (International
an Franklin;

Duncan Pryor (Company Se
Chief Financial Officer)*.

Executive Management Attendees

DIRECTORATE AND MANAGEMENT

Change is inevitable and with it comes
new faces and new thinking to the
business. The Board is no exception to
this. As featured later in this review, Brian
Gargiulo handed over the Chairmanship
to Bruce Irvine after last year’s election.
Mark O’Connor re-joined the Board
after last year’s election and Trevor Burt
joined the Board as a special director
earlier in 2017. In addition, following
the introduction in 2015 of the Director
Internship Programme, Trudi Webb was
appointed as the second Director Intern.
As a Board, your directors maintain
their focus on strategic issues affecting
our industry and your Co-operative.
The Board continued with its review and
updates to the Charter, code of conduct
and policies during the year. A key part

of this is regularly reviewing the Board’s
collective skill set and evaluating the
best mix of skills required to continue to
take the company forward. This resulted
in the Board Capability Framework being
developed and subsequently published.
In accordance with the company’s
constitution, Alan Franklin and Lynn
Crozier retire by rotation and, being
eligible, have put themselves forward
for re-election. Two other nominees,
Diana Baird and Joanna Lim, have been
nominated and put themselves forward
for election. As there are four candidates
for two positions on the Board, an election
is being held by postal ballot. Voting
papers for the postal ballot will be sent to
shareholders together with the Notice of
Meeting on or around 19 October 2018.

Bruce R Irvine
Chairman, Appointed Special Director
Bruce joined the MG Marketing Board
in 1994. He comes with an extensive
business background and previously
held the position of Managing Partner
of the Christchurch office of Chartered
Accountants, Deloitte, between 1995 and
2007; and is past Chairman of Christchurch
City Holdings Limited. Bruce is currently
a director of Heartland Bank, PGG
Wrightson and a number of other public
and private companies. Bruce is Chairman
of the Company, Chair of the LaManna
Premier Group’s Audit Committee, a
Director of LaManna Premier Group Pty
Ltd and member of MG’s Remuneration &
Nomination Committee.
Chartered Fellow of the I0D* and
Accredited Fellow of the CAANZ**.

Andrew G Fenton
Deputy Chairman, Elected Director
Andrew joined the Board in 2002. He has
more than 35 years in the avocado and
kiwifruit industries through the Bay of
Plenty-based Phoenix Partnership and
Beresford Orchards Ltd. He has extensive
commercial and governance experience
in businesses and industry groups.
Andrew is currently a director of New
Zealand Horticultural Export Authority and
Kiwifruit New Zealand, President of the NZ
Fruitgrowers’ Federation, Chairman of the
NZ Fruitgrowers’ Charitable Trust, a Member
of NZ Kiwifruit Growers Inc. and Chairman
of Huddart Parker Building Co. Ltd. Andrew
is Deputy Chairman, Chairman of the MG
Remuneration & Nomination Committee
and Director of LaManna Premier Group Pty
Ltd. Andrew was previously the President
of Horticulture NZ and Chairman of Satara
Co-operative Group Ltd.

Chartered Fellow of the 10D*.

Alan G Franklin
Elected Director
Alan was appointed to the MG Marketing
Board in 2010. Alan’s family has been
growing for five generations in Auckland
since 1906.

Member of the 10D*.

Alan D Thompson

Elected Director

Alan was appointed to the MG Marketing
Board in November 2016. Alan has a long
history and background in the growing of
many crops for the domestic market and
export, and is an experienced exporter
in his own right. The family business,
Kainui Pack & Cool, is involved in the
growing and packing of citrus, kiwifruit,
avocados and melons, with pack house
and cool stores in Kerikeri. Alan’s family
business holds a 25% shareholding in Te
Mata Exports 2012 Ltd and Alan is both

a Director and finance director of that
business. Alan is a member of MG’s
Audit Committee.

Trevor J Burt
Appointed Special Director
Trevor has high level experience in
the strategic leadership of large and
complex corporate organisations,
and a proven record of implementing
change and achieving results. Trevor
holds Chair roles of Ngai Tahu Holdings
Corporation Ltd, Lyttelton Port of
Christchurch Ltd, and New Zealand
Lamb Company Ltd. He is Deputy Chair
of PGG Wrightson Ltd and a Director
of Silver Fern Farms Ltd, Landpower
NZ Ltd, as well as a former member of
the Executive Board of the Linde Group
based in Munich. Trevor is Chairman of
the MG Audit Committee.

Chartered fellow of the 10D*.

Lynn T Crozier
Elected Director
Lynn joined the MG Marketing Board in
2012. Today Lynn, through a family-owned
and operated business since the 1960’s, is
a grower of potatoes, onions and carrots
in Central Canterbury. Lynn is a member
of the MG Audit Committee.

Member of the 10D*.

Mike J Russell

Elected Director

Mike was appointed to the MG Marketing
Board in November 2016. Mike is a first-
generation Hawkes Bay grower with 35
years’ experience, in partnership with
his wife Julie, specialising in plums. Mike
is a member of the MG Remuneration &
Nomination Committee.

Mark R O’Connor
Elected Director
Mark is serving a second term having
originally joined the MG Marketing Board
in November 2014. He is a Director and
shareholder of a family-owned market
gardening business in Nelson on the
Waimea Plains.

Member of the 10D*.

* Institute of Directors in New Zealand.

** Chartered Accountants Australia and New Zealand.
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THE END OF ONE CHAPTER SIGNALS THE
BEGINNING OF ANOTHER - A TRIBUTE TO

BRIAN GARGIULO (MBE)

Brian Gargiulo is well acknowledged
for his standing within the horticultural
industry, and for good reason. It is only
but appropriate to reflect on the role
he has played in the industry during his
40-plus years of service to the industry
and, most particularly, the part he has
played in securing the profitability and
sustainability of New Zealand’s largest
fresh produce co-operative.

Awarded an MBE for services to
horticulture and New Zealand, Brian has
been relentless in his commitment to
developing the industry as a commercial
proposition. He has championed
innovation, lobbied for change when
change was clearly long overdue and
represented growers when they felt ill-
equipped to represent themselves.

Brian was a key player in the
establishment of Horticulture New Zealand
and held the role of Vice-president for nine
years (2005-2014); he served as President
on the Board of New Zealand Vegetable
and Potato Growers’ Federation (1998 -
2015) and on the Board of MG for 36 years
(1981-2017) - 25 as Chairman.

Brian’s achievements within the
industry have been well documented
but his contribution to the growth and
success of the grower co-operative, MG,
is less well published.

Established in 1923 by a small band
of resolute and like-minded growers, MG
today stands as a leading supplier of fresh
produce to New Zealand, Australia and
the Asia-pacific region. The success of the
Co-operative is testimony to the vision, the
leadership and the tenacity of a few and
the commitment of many. Brian Gargiulo is
one of the few - a leader, a visionary and
an individual who was keenly focused on
building resilience in the business, first
and foremost, from which opportunities
could be successfully leveraged. It was

during Brian’s tenure as Chairman that
the Co-operative flourished and became a
substantial organisation.

The son of a grower and a grower
himself, Brian’s ability to identify an
opportunity and then find a pathway
to commercialise that opportunity has
been to the benefit of many. There are
many milestones during his tenure on
the MG Board that secured real and
sustainable growth for the company and
shareholder wealth, not the least of which
are the Dole partnership that changed
the game for the banana category in
New Zealand, the expansion of the MG
branch network, establishment of MG
Direct to provide growers with a direct
distribution channel to key customers,
the acquisition of the Australian LaManna
Group of companies and the merger of
LaManna Group with the Premier Fruits
Group to form the LaManna Premier
Group. Brian’s continuation as Chair of the
LaManna Premier Board is testimony to
the regard in which he is also held across
the Tasman.

Brian’s years around the MG
boardroom table will be remembered not
only for his business acumen, but for the
value he placed on people and the things
that they valued. The impact that his
inclusiveness and collaborative approach
has had on the culture of the company
is evident, both in terms of the team
culture within the Group and the strength
of relationships that have been built with
growers and customers alike.

While Brian has handed over the
reins to Bruce Irvine to lead MG into the
next decade, he will continue to focus
on resolving the challenges facing the
LaManna Premier Group and leading a
strategic programme of growth in the
Australian market for the long-term
benefit of the Co-operative.

MG PEOPLE

In order to stay ahead of the field, and to
continuously meet the changing needs
of our diverse customer base, we must
focus on our people - ensuring we have
the best people working with us and that
we continually build their capabilities. In
doing so, we strengthen you, our business
and the Co-operative.

Our aim is to provide a work
environment where our people are safe
and have the opportunity to grow and
develop. We work in a very competitive
and constantly-changing environment.
We understand that for MG to meet
these challenges, we continually need to
attract outstanding people who are also
culturally aligned with our business.

The MG Graduate Programme and
Sales Academy have been tremendously
successful in this regard. Both initiatives
are being further developed, not only to
support development opportunities for
our people, but to invest in the long-term
capability of our industry.

Whilst new talent is essential to all
organisations MG has also developed
a culture of long-serving staff. This
stability and wealth of knowledge is

highlighted repeatedly as a key factor in
our commercial success as a business. As
we to look to the future and recognise the
challenges of change and succession, we
are committed to developing tomorrow’s
leaders from within the Co-operative. To
this end, leadership forms a key part of
our of people programmes.

The well-being, health and safety of all
our people comes before anything. It s,
of course, a never-ending journey but the
‘culture of care’ framework that has been
established within the business is the
essential foundation of our ® Together.
Safer. programme. The Co-operative’s
emphasis on the importance of keeping
safe is also populated throughout
the entire supply chain, with ongoing
engagement with our suppliers and our
growers through SupplyLine and the
grower ‘shed’ meetings.

On behalf of the Board and
Management, we thank our staff for their
dedication, hard work and loyal service
to our growers, customers and to our
business. We proudly acknowledge this
contribution by featuring their names in
this publication.

4 MG Executive
Management Team
From le right: Chris Hibbert

(Chief Informatio

n Officer)

Ke (International Business

utive Offic

(Imports Mana
(Internal

Duncan Pryor

retary & Chief

Financial Officer)
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- Pierre Gargiulo from JS Ewers

NEW ZEALAND OPERATIONS

The New Zealand operations maintained
growth and had a record year, both in
terms of gross sales under management
and profit before tax.

This result is again the accumulation
of good operating performances across
all divisions, improved volumes sold
and higher values across many fruit and
vegetable lines for much of the year.

The success of different operating
models, such as MG Direct and the
Grower Delivery Advice (GDA) portal,
continue to gain momentum and bring
efficiency gains for all.

MG has progressively invested in its
branch network infrastructure throughout
the country, with all facilities being
temperature controlled for the optimum
storage of product. Upgrading continues
as needed to cope with growth, as was
the case with our Palmerston North
branch which was upgraded with new
chiller facilities during the year.

Our investment in human resource
is another constant for the business.
Our capability to provide consistent
and value-added support for our
suppliers and customers is contingent
on our ability to deliver on our human
resource strategies. Additionally, as
the business grows, and to effectively
manage succession planning in all areas

of the business, we are committed to
developing fresh talent.

MG continues to look for new ways of
adding value for the benefit of the grower
shareholders. The partnership with
RuralCo, a co-operative that provides
MG members with the ability to access
savings on farm supplies, fuel, power
and fertilizer, has now been running
for over a year. If you have not had the
opportunity to review the benefits of
this association, please contact your MG
procurement representative for further
information.

In December 2017 MG purchased the
JS Ewers Ltd Nelson growing operations.
Prior to this, MG had been working
collaboratively with the JS Ewers business
through various contractual arrangements
and exercised the right for the acquisition
midway through the year. This substantial
glasshouse and outdoor vegetable
production unit continues to deliver
against MG’s core purpose of generating
shareholder wealth and the strategic
pillars that support this purpose. As well
as being a profitable business, the scale,
range, quality and continuity of supply it
brings creates category support from key
customers. This allows other suppliers to
support category supply initiatives and
grow their business.

MG has also made an investment in
Gisborne-based First Fresh NZ Ltd. First
Fresh is a leading citrus supplier, both to
domestic and export markets. Citrus is
complimented by persimmons, kiwifruit
and other sub-tropical lines. The
investment will strengthen MG’s citrus
supply base and provide further growth
opportunities for our business. This
investment was a natural extension of
what had been a very successful working
relationship over many years.

Our shareholding in both New
Zealand Fruit Tree Company Ltd and
Zee Sweet Ltd forms an integral part of
our commitment to more sustainable
farming and to delivering better quality
and taste for the consumer through
investment in IP varieties.

The success of different
operating models, such
as MG Direct and the
Grower Delivery Advice
(GDA) portal, continue
to gain momentum and
bring efficiency gains
for all.
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INTERNATIONAL TRADING

MG is the leading importer of fresh fruit
and vegetables into New Zealand. Much
like our domestic growing operations,
global producers have faced their
challenges with weather variables during
the year. Logistical challenges have also
impacted throughout the year. Despite
these challenges import revenues
improved across all key categories, driven
by both volume and value.

Our imports team is focused on
maximising sales of products not grown
in New Zealand or out of season. As
consumers become more adventurous
with their culinary skills and the food
service sector grows, the opportunities
for more ‘exotic’ products also show
promise.

Dole is the largest selling proprietary
brand in the market. They continue to
deliver high quality and innovation to
the market place. MG has now been in
partnership with Dole for 25 years and
Dole remains the leading brand across
the tropical fruit range of bananas,
pineapples and paw paw.

Our imports division continues to
drive initiatives which deliver great
tasting fruit and vegetables that will
enhance repeat purchases and meet the
customer’s expectations for all round
supply and diversity of product. This is no

more evident within the grape category
where old, high cost, varieties are being
replaced with high producing, lower cost
and improved flavour seedless varieties.
Our key category supply partners, such
as Jasmine Vineyards in California, Dole
Chile and Fruitmaster in Australia, are at
the forefront of this evolution.

Convenience is also another factor
shaping other categories and consumer
shopping behaviour. Easy peel mandarins
are fast becoming the citrus category
leader and close to year-round supply,
including domestic production, is being
supported by our key supply partners
Sunkist and Mildura Fruit Company. The
recent introduction of an innovative
pineapple coring machine to the
market demonstrates how providing
the consumer with a cost-effective and
convenient product can drive sales
momentum. Store trials are underway
throughout the country and we expect to
roll out more of these machines later in
the year.

Our international supply partners are
leaders in their particular field and most
have a long-standing relationship with
MG. This is a key factor in our success as
they understand our marketplace and
help to bring innovation and competitive
advantage to our business.
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A Murray Tait from Te Mata Exports

TE MATA EXPORTS 2012 LTD

MG'’s joint venture export partner, Te Mata
Exports, consolidated on growth in recent

years to provide another solid trading result.

Despite industry apple export volume
being down on forecasts, our market share
grew against this trend. Generally, export
apple values were lower than the previous
year but overall our revenue showed strong
gains on the back of improved volume.

As our apple business continues to show
year on year growth, other products in the
portfolio are also showing rapid growth,
in particular citrus. Our diversification
strategy continues to gain momentum with
non-apple product lines now representing
approximately 50% of turnover. The
business is now trading product from
New Zealand, Australia and the USA.

This continues the strategy of linking
global opportunities through the Group’s
relationships to Te Mata Export’s reputable
customer base.

International trading of perishable
products is a challenging environment
to operate in - so while not without risks
our business growth is being managed
prudently. Fundamentally, this relies
on partnering with quality growers and
working collaboratively to achieve the
best possible returns. This also extends
to enhancing customer relationships
by providing sustainable business
partnerships. To maintain service levels
as we continue our growth trajectory,
additional human resource is being
employed.

Our export industry has enormous
growth potential - our ideal climate
and soils, investment in R&D and new
varieties, a focus on best-practice
growing, our proximity to key markets and
the global environmental consciousness
of consumers all have the New Zealand
horticultural industry well positioned.

UNITED FLOWER
GROWERS LTD

MG’s joint venture flower business, UFG,
reporteda record year in both sales and
profitability, up from the previous year’s
high. 2018 has been characterised by a
number of significant events which have
impacted onithe business. Despite these
challenges the business has responded
and performed well.

The purchase of the Floramax flower
auction business in April 2017 required the
successful merger of staff and company
cultures which has been achieved, along
with the synergy gains this acquisition
expected to realise.

The business has continued to expand
services with a dual auction clock being
introduced into the Auckland branch.
After some consenting delays, UFG also
introduced.a clock auction system into
the Christchurch market during October
2018. This will further improve service
levels to both suppliers and customers
alike and-deliver efficiency gains for the
business.

With all the changes and disruptions
behind us, the focus'is on continued
commitmentand stabilising our services
to flowergrowers and buyers. We plan
to move forward fromthere by continuing
to develop programs, resources and
opportunities that best benefit everyone
associated with the'lindustry. This includes
access to analytical and technical
information to better assist flower growers,
expansion of our digital auction platforms
and the introduction of remote buying
(cloud auction) to the South'Istand, or
finding more ways to improve the demand
for New Zealand grown flowers.
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AUSTRALIAN OPERATIONS - LAMANNA PREMIER GROUP

2018 was a challenging year on many
fronts, weak market conditions and
product values across LPG’s key
categories being the most significant
disruptor.

Low product values on certain lines
have become the norm for an extended
period now. We need to adapt to this
challenge and the changing market
conditions and look to new initiatives in
order to mitigate some of the economic
consequences. This may take some
time to achieve but initiatives are well
underway. There are some early signs of
improving market conditions which are
also encouraging.

Sales volume on some lines has also
deteriorated as over production has
limited opportunities into key customer
accounts. New commitments from these
customers are being built on the back of
our farming operations and by providing
more certainty for the business across the
core categories of bananas, tomatoes,
pumpkin, melons and citrus.

Consequentially, our farming operations
also suffered from depressed market
pricing. Some categories have experienced
10-year pricing lows which, to a certain
point, are beyond our control. As such,
farming yields and operating efficiencies
are the immediate focus to mitigate weak
market conditions where possible.

The LPG business handles over 20
million cartons of produce per annum.
Product handling efficiency is therefore
a critical component in capturing cost
efficiencies. A full review of our logistics
and service provisions is well underway.
The business is, however, mindful of the
need to balance growth opportunities
with a cost efficiency focus.

LPG has been working hard on
business improvement strategies for
these disruptors and on a number of key
priorities in the immediate future. First
and foremost, the executive team has
been realigned and refocused on these
key priorities. They are also focused on
ensuring that the company values and
culture continued to be aligned with the
organisation strategies.

Investment in resource and
infrastructure within farming
operations has commenced to provide
improved stewardship on operational
improvements, quality and consistency
of supply.

Efficiencies across warehouse
operations and productivity are a complex
area of the business and will take time to
come to fruition. Direct to store models,
similar to those implemented in New
Zealand operations, along with on-farm
quality assurance, compliance and
technical support initiatives are all key

enablers for improvement in this area.

The final stages of our network
and systems integration is almost
complete. Ongoing development and
implementation of business analytics
tools are also underway, which will
improve the availability of information to
support sound decision making.

Profitable sales growth initiatives
are a key priority - this is underpinned
by building on initiatives that allow for
having ‘skin in the game’ and developing
strategic grower partnerships and
customer relationships.

Significant post-merger efficiency gains
have been implemented during 2017 and
2018, with further gains initiated as we
enter 2019. We will take lessons from the
past but have a firm focus on the future.
We remain steadfast on our commitment
to invest in our people and communities.
Whilst there is uncertainty on the
timing of improvement of the low-price
environment we remain optimistic about
the future. MG and LPG are taking a long-
term view so that, whilst the immediate
focus and priorities are to strengthen the
business to address the challenges, the
strategic focus is to continually improve
the business model and associated
infrastructure to take full advantage of
future opportunities and set the business
up for long term sustainable success.

O LPG Farming Operations

LPG Warehouse and
Market Operations

00 2

Perth

LPG FARMING OPERATIONS

g Innisfail Banana Farming Company
(Joint Venture with the Borsato
Family), Innisfail, Queensland
- Circa 142 hectares under crop
- Circa 340,000 cartons produced

annually

@ Australian Banana Company
Innisfail, Queensland
- 2 banana packing facilities
- Specialising in banana packing

- Circa 1.2 million cartons packed p.a.

g Darwin Fruit Farms

(Joint Venture with Piiiata Farms)

Humpty Doo, Northern Territory

- 369 hectares under crop

- Growing bananas, pineapples and
tropical fruits (primarily mangoes)

- Circa 320,000 cartons produced
annually

©

Adelaide
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ﬂ, @Q Sydney

Melbourne

Freshway Farms

Virginia, South Australia

- 2.7 hectares of greenhouses

- Growing tomatoes, capsicums,
cucumbers, zucchini and eggplant

- Circa 160,000 cartons produced
annually

LPG Mercuri Farming

(Joint Venture with the Mercuri

Family) Lancaster, Victoria

- 57 hectares of field tomatoes
under crop

- Circa 340,000 cartons

Shamrock Gardens

(Joint Venture with Galwey Family),

Broome, Western Australia

- 121 hectares of seedless
watermelon and pumpkin

- Circa 3 million kg's produced
annually

LPG Lancaster Farming

Lancaster, Victoria

- Hydroponic crops grown under
a retractable roof structure

- Stage 1 (5 hectares) of a 3 stage
25 hectare project complete and
under harvest

- Initially growing gourmet tomatoes

- Circa 250,000 cartons to be
produced annually in Stage 1

8L0g MaIA8Y Jenuuy
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For some time now, investment in our people,
growers and community has been part of
our strategic fabric, with a number of unique

initiatives being developed as a result.

il

® GROWING YOU

We have made significant investment in
the grower development programme,
partnering with organisations such as
Lincoln University, to offer our growers
access to some of the latest thinking
and learning within the sector - this

is our Grower Development Workshop
Programme. We are currently looking
at additional programmes that include
elements of the Graduate Programme
and Sales Academy and potentially
extending to a growing academy.

Our biennial regional grower shed
meetings were conducted across the
country. This is our opportunity to keep
the grower Co-operative abreast of
MG’s recent initiatives, discuss the
financial performance of the company,

V.
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provide insights on topical issues ( & o
affecting ourindustry, gain feedbackand
respond to questions. We encourage

you to participate in these meetings

to enable a two-way flow of ideas and
information.

The Director Internship programme
was introduced in 2015 with the aim of
encouraging shareholders to grow their
knowledge and governance experience.
The position allows the intern to attend
all meetings with full speaking rights, but
no voting rights, and is supported by a
mentor from the MG Board. Trudi Webb
has now joined the programme, being
our second Director Intern, as the Co-
operative's commitment to developing
the governance skill set of our members.

-

=

MG’S INTERN DIRECTOR - TRUDI WEBB

The MG Marketing Board is pleased
to announce Trudi Webb as the
recipient of the 2017 Director Internship
for MG Marketing.

The director internship was
introduced in 2015 as part of the
® Growing You initiative and also
formed part of the MG Board’s strategy
to broaden the knowledge and
experience base of our shareholders
and their families, while giving those
with an interest in the governance
of MG Marketing a taste of what is
involved. While the intern is not an
actual director, the appointment
allows the intern to participate and

gain experience in MG’s corporate

governance.

Trudi is part of a fourth-generation
family growing enterprise, Webb’s
Fruit - arguably one of New Zealand’s

most successful summerfruit and

apple producers. Alongside her
husband Simon, Trudi operates the
original family-owned orchard that
was established over 100 years ago on
32 hectares of land near Cromwell in
Central Otago.

Trudi holds a first-class honours
Bachelor of Applied Science (Horticulture)
degree and is Chairperson of the Otago
Fruit Growers Association. Her wealth
of experience in the summerfruit sector
underpins her vision for the industry
of environmental and economic
sustainability for future generations.
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- Andrew Derbridge, Susi Boehm and Ben Scott from
Scottfresh with Shaun Bowie and Andrew Body from MG.
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The health of our people and our wider

community is at the heart of what MG

does - primarily this.is what we call
lling health to the nation’.

C. a significant sponsor of the

ited Fr d the 5+A Day Charitable

rust progra Trust was launched

over ten y: lp encourage

consumption of mo uit an
vegetables to im ellbein

of New Zealanders. ears is a
significant milestone and MG iﬂld of
ts association - the Trust plans to focus

on the workplace and education sectors,
stay at the forefront of social media and
develop more nutritional information for

consumers to use.
- ‘ -

.

-; 1
M support the

G continue’
efforts of the Salvation Army wh(i -
help to fight pov!ty and social and
emotional distress in New Zealand.

Last year we announced our
partnership with the Maia Health
Foundation as a Founding Business
Partner. Both organisations are
focused on health and well-being of
our communities. Maia is working to

" raise funds for essential projects to

help New Zealanders get the right
medical care, at the right time and
in the right place. By supporting
Maia we can play an important role
in supporting the health of many in
the community.

+138u043S *13Y3
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SUSTAINABILITY
INITIATIVES

Sustainability affects many areas of our lives and business.

Be it through the drive to reduce waste, lower our carbon

footprint, enhance staff well-being, lower energy consumption

or a myriad of other initiatives. MG is committed to enhancing

sustainable practices across the organisation through the

delivery of five key sustainability factors:

REDUCING WASTE

Over the past year we have worked

hard to improve our waste diversion

and to improve recycling within our
branch network. Improving our waste
control throughout our sites and working
with our waste management partners

to better provide more accurate and
environmentally friendly collections, will
improve our diversion from landfill into
more recyclable streams.

PACKAGING

The need to reduce, reuse and recycle

is of paramount importance to all our
futures. We are constantly looking at
ways to improve our packaging solutions
and are currently working on guidelines
to assist our grower suppliers, and to
provide packaging that is recyclable when
packaging is necessary. Finding solutions
around alternate packaging that comply
with a myriad of challenges, such as food
safety, cost and practicality, will not be
easy. It is a complex discussion, and will
no doubt take time to resolve, given the
on-going influence of the consumer voice.

REFRIGERATION

We are constantly reviewing and planning
for anticipated change. A move to natural
gas solutions has seen recent changes

to some sites. All facilities will be
progressively changed to environmentally
sustainable solutions over time.

OUR PEOPLE

We are actively engaged in the health
and wellbeing of our people. Our team
has access to and support from Synergy
Health’s Tracksuit Inc. website. This is

a web-based platform that encourages
and supports healthy lifestyles through
education, information and reward-
based programmes which encourage
participation. To further support this our
branch sites actively encourage group
participation in physical based activities
(various run/walk activities throughout
the year), as well as providing access to
affordable fresh fruit and vegetables.

ENERGY

With changes to both our lighting systems
across the country and improvements and
upgrades to our refrigeration plants we
are constantly looking at ways to improve
our use of energy.

ANNUAL MEETING
OF SHAREHOLDERS

All shareholders are invited to attend
MG’s Annual Meeting of shareholders.
This year the event will be held at the
Copthorne Hotel, Palmerston North,
on Wednesday 21 November 2018,
commencing at 5.00pm. Shareholders
are welcome to join MG directors,
management and staff to formally or
informally discuss topics of interest.

There will be a dinner following on
from the meeting at approximately
7.30 pm and all shareholders and their
partners are warmly welcome to attend
(RSVPs are required for catering purposes
- details are included in the invitations
to all shareholders distributed with the
notice of the meeting).
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INCOME STATEMENT GROUP BALANCE SHEET GROUP

FOR THE YEAR ENDED 30 JUNE 2018 2018 2017 AS AT 30 JUNE 2018 2018 2017
$°000 $°000 $°000 $°000
B e
Revenue - sale of goods 525,054 570,413 Equity
Cost of sales 467,794 508,901 Share capital 29,498 96,129
Gross profit 57,260 61,512 Reserves 32,171 30,257
Other operating income 2,888 3,703 Retained earnings 35,451 54,572
Administrative expenses 11,844 10,880 Total equity attributable to equity holders of the Parent Company 97,120 110,958
Other expenses 38,988 36,106 Non-controlling interest 10,027 18,720
Results from operating activities before other income and other expenses 9,316 18,229 Total equity 107,147 199,678
Other income - gain on acquisition 6,568 = Non-current assets
Other expenses - impairment 32,330 - Property, plant and equipment 142,324 121,373
Results from operating activities (16,446) 18,229 Intangible assets 26,440 57,716
Finance income 83 51 Investments in equity accounted investees 8,922 6,277
Finance expense 2,973 2,954 Trade and other receivables 37 2,479
Net finance costs 2,890 2,903 Deferred tax assets 7,564 5,017
(Loss)/profit before equity earnings and income tax (19,336) 15,326 Total non-current assets 185,287 192,862
Share of profit of equity accounted investees 673 692 Current assets
(Loss)/profit before income tax (18,663) 16,018 Inventories 9,766 7,396
Income tax expense 839 4,409 Trade and other receivables 51,823 63,904
(Loss)/profit for the year (19,502) 11,609 Cash and cash equivalents 9,253 13,035
Non-current assets held for sale 6,620 -
Total current assets 77,462 84,265
Total assets 262,749 277,127

Non-current liabilities

Borrowings 60,275 56,235
CASH FLOW STATEMENT Trade and other payables 964 925
FOR THE YEAR ENDED 30 JUNE 2018 Deferred tax liabilities 11,272 7,341
Total non-current liabilities 72,511 64,501
Net cash from operating activities 15,835 20,462 Current liabilities
Net cash (used in) investing activities (20,589) (24,762) Borrowings 10,737 1,444
Net cash from financing activities 213 13,787 Trade and other payables 71,030 79,908
Net (decrease)/increase in cash and cash equivalents (4,541) 9,487 Taxation payable 1,324 1,596
Cash and cash equivalents at 1 July 13,035 3,476 Total current liabilities 83,091 82,948
Effect of exchange rate fluctuations on cash held 759 72 Total liabilities 155,602 147,449
Cash and cash equivalents at 30 June 9,253 13,035 Net assets 107,147 129,678
This annual review is a summary of the full annual report and financial statements. This annual review is a summary of the full annual report and financial statements.

Copies of the full documents can be found on the MG website (www.mgmarketing.co.nz). Copies of the full documents can be found on the MG website (www.mgmarketing.co.nz).
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STRATEGICALLY POSITIONED TO SUPPORT
GROWERS THROUGHOUT THE COUNTRY

O MG Market and Warehouse Facilities

MG Subsidiaries and Associates

Auckland

Hamilton

Palmerston North S
Y

Nelson

Te Mata Exports
United Flower Growers
JS Ewers

First Fresh NZ

’— Tauranga

Wellington

Christchurch

Support Office

Dunedin

Invercargill

BRANCH REGISTER, BANK & ADVISORS

NEW ZEALAND

New Zealand Branches

Auckland

National Banana Ripening
& MG Direct (NI)

801-803 Great South Rd

PO Box 12 370, Penrose
Auckland 1642

Phone: +64 9 601 8500
Branch Manager: Kerry Baird
National Banana

Ripening: Graeme Hirst

Hamilton

24 Kaimiro Street

Pukete Industrial Estate
PO Box 675, Hamilton 3240
Phone: +64 7 849 2866
Manager: Roger O'Sullivan

Tauranga

86 Poturi Street, Tauriko
Tauranga 3171

PO Box 9426, Greerton 3142
Phone: +64 7 262 0210
Manager: Jared Woodcock

Palmerston North

| Mihaere Drive

PO Box 9112, Terrace End
Palmerston North 4441
Phone: +64 6 357 8076
Manager: William Little

Wellington

34 Jamaica Drive

Grenada North

PO Box 51 044, Wellington 5249
Phone: +64 4 232 3499
Manager: Ben Ross

Nelson

30 Pascoe Street

PO Box 170, Nelson 7040
Phone: +64 3 548 5859
Manager: Jamie Russ

Christchurch
68 Waterloo Road, Hornby
Christchurch 8042

PO Box 16 404, Christchurch 8441

Phone: +64 3 349 2070
Manager: Jeff Neumann

Dunedin

Cnr Midland & Otaki Streets
PO Box 2056, Dunedin 9044
Phone: +64 3 455 4004
Manager: Wayne Hume

Invercargill

162 Mersey Street

PO Box 209, Invercargill 9840
Phone: +64 3 218 2919
Manager: Lindsay Francis

Registered Office, Support Office,
Marketing, Imports & MG Direct (SI)
78 Waterloo Road, Hornby
Christchurch 8042

PO Box 8581, Christchurch 8440
Phone: +64 3 343 0430

New Zealand Bank & Advisors

Bankers

Rabobank New Zealand Branch, (Primary
facilities provider)

Bank of New Zealand, Christchurch,
(Transactional facilities - New Zealand)

Share Registrar
Computershare Registry Service Ltd,
Private Bag 92119, Auckland

Legal Advisors

Chapman Tripp,

Barristers & Solicitors,
Christchurch and Wellington

Auditors — Parent Company & Group
KPMG, Chartered Accountants
Christchurch

INTERNATIONAL

Australia

LaManna Premier Group
Australia Registered Office
103-107 Hyde Street
Footscray, Vic 3011, AUS
Phone: +613 9687 7725

Group CEO: Anthony Di Pietro

Australian Banana
Company Pty Ltd

101-103 Upper Daradgee Road
Daradgee, QLD 4860, AUS
Phone: +617 4063 1600

Brisbane Market

Building C - Brisbane Markets, 385
Sherwood Road

PO Box 48, Rocklea, QLD 4106, AUS
Phone: +617 3848 2999

Melbourne Market
Stands 87, 89, 91-93, 95-97
35 Produce Drive

Epping, VIC 3076, AUS
Phone: +61 3 8405 4500

Adelaide

C31 Adelaide Produce Markets
Burma Road, Pooraka, SA, 5095, AUS
Phone: +61 8 8260 4188

Fresh Choice (W.A.) Pty Ltd

E4 Central Trading Area, Market City
280 Bannister Road

Canning Vale, Perth, WA 6155, AUS
Phone: +61 8 9455 2355

Sydney Market

Stand 1-4 E Shed,

PO Box 323, Sydney Markets

NSW 2129, AUS

Phone: +612 8754 9004/+61 2 8754 9900

USA

Market Gardeners (USA) Inc.
Market Gardeners (USA) Inc.
5001 E Commercentre Drive
Bakersfield, California

CA 93309-1687, USA

Phone: +1 661322 4044
Manager: Doug Trask B.BA

International Bank & Advisors

Bankers

Rabobank Australia Branch

(Primary facilities provider)

Australia and New Zealand Banking Group
Ltd, Melbourne

(Transactional facilities - Australia)

Legal Advisors
Arnold Bloch Leibler,
Melbourne

K&L Gates,
Melbourne
Logie-Smith Lanyon,
Melbourne

Auditors — LaManna Premier Group
Pitcher Partners,

Chartered Accountants

Melbourne
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that the foundations were laid for a successful

co-operative that values _H:He benefits of shared
knowledge and collective capability. Today, MG
represents 418 grower shareholders.

]
gl

Stronger.

The ultimate benefits of Working as one can

be anything from greater financial security, to
long-term business sustainability, to collegiality.
Delivered through our strong branch network,
industry knowledge and local understanding, MG
is here to support the growth of all our grower
shareholders.




198U0.J1S
19323801






