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Agricultural Company Limited during the interim reporting period in accordance with the continuous disclosure requirements of the Corporations 

Act 2001. 
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Your Directors present their report on the Group consisting of Australian Agricultural Company Limited and the entities it controlled (AACo) for the 

half-year ended 30 September 2019. 

The following persons were Directors of Australian Agricultural Company Limited during the half-year and up to the date of this report. Directors 

were in office for this entire period unless otherwise stated. 

Donald McGauchie AO (Non-executive Chairman) 

Hugh Killen (Managing Director) 

Stuart Black AM (Non-executive Director) 

David Crombie AM (Non-executive Director) Resigned 30 July 2019 

Tom Keene (Non-executive Director) 

Dr Shehan Dissanayake (Executive Director) 

Anthony Abraham (Non-executive Director)  

Neil Reisman (Non-executive Director) 

Jessica Rudd (Non-executive Director) 

Marc Blazer (Non-executive Director)  Appointed 31 July 2019 

The Australian Agricultural Company (AACo) is an Australian beef company with a heritage dating back to 1824. AACo is Australia’s largest 

integrated cattle and beef producer, and is the oldest continuously operating company in Australia. AACo distributes branded beef to a range of 

customers across the world, tailoring its route-to-market model by country to capitalise on regional opportunities. The Company is large enough 

to obtain production efficiencies but small enough to target key markets and customers. 

The following table summarises financial indicators used by management to monitor and manage the Company. Operating Profit is one of the 

key performance metrics of the Company, as it is a better reflection of actual financial performance under the control of management. It 

assumes all livestock inventory is valued on a $/kg live-weight (LW) basis and is derived by adjusting statutory EBITDA to substitute the 

movement in livestock at market value with the movement at cost of production. Management therefore believe that external stakeholders 

benefit from this metric being reported. Operating Profit is unaudited, non-IFRS financial information. Discussion on drivers of movements in key 

financial indicators are included in the Sales & Marketing, Production and Statutory Financial Results sections below.  

 6 MONTHS TO 
30 SEP 2019 

$’000 
 

6 MONTHS TO 
30 SEP 2018 

$’000 
Restated* 

Meat sales 105,765 146,426 

Cattle sales 76,983 72,771 

Administration and selling costs (17,399) (20,320) 

Operating Profit 6,337 24,841 

Statutory EBITDA loss (3,385) (82,886) 

Statutory EBIT loss (11,769) (88,730) 

Net loss after tax (14,122) (68,396) 

Net cash inflow from operating activities 11,020 29,644 

 

* Previously disclosed amounts for administration and selling costs have been restated, to account for meat sales freight previously included in 

cost of meat sold. 



4 AUSTRALIAN AGRICULTURAL COMPANY LIMITED | HALF YEAR REPORT 2020 

 

 

 

 

 

Statutory EBITDA was a loss of $3.4 million in H1FY20 ($82.9 million loss in H1FY19), while Operating Profit was $6.3 million ($24.8 million 

profit in H1FY19). Operating Profit/Loss does not include unrealised livestock gains or losses, while Statutory EBITDA does include these. 

This report is the first set of financial statements in which AASB 16 Leases has been applied by the Company. Under the transition method 

chosen, comparative information has not been restated, with the cumulative impact of adoption recognised as an improvement to the opening 

balance of retained earnings at 1 April 2019. The 30 September 2019 results are therefore not directly comparable with prior periods. Changes 

to significant accounting policies and the impact of applying this new standard are described in Note 1 (c) and Note 4.  

Wagyu beef average pricing per kilogram has increased 5.7% on the prior comparative period, and 4.2% on average prices for the year ended 31 

March 2019.  Improvements are a combination of price, mix and exchange rate factors. The Company has continued to execute its branded beef 

strategy, selling into strategic markets and building brand presence. Non-Wagyu and Livingstone Beef sales have not occurred during H1FY20 

due to the decision to suspend the 1824 brand and Livingstone operations in H1FY19.  

 6 MONTHS TO 
30 SEP 2019 

6 MONTHS TO 
30 SEP 2018 

Wagyu beef revenue – $ mil 102.8 93.9 

Wagyu beef kgs sold – mil kg CW(1) 7.4 7.1 

Wagyu beef sold – $/kg CW 13.91 13.16 

Non-Wagyu beef revenue – $ mil - 21.3 

Non-Wagyu beef kgs sold – mil kg CW - 2.1 

Non-Wagyu beef sold – $/kg CW - 10.29 

Livingstone beef revenue - $ mil - 27.8 

Livingstone beef kgs sold – mil kg CW - 5.0 

Livingstone beef sold - $/kg CW - 5.59 

Cattle sales – mil kg LW(1) 26.6 30.4 

Cattle revenue – $mil 77.0 72.8 
 

(1) LW – live animal weight, CW – carton weight containing saleable boxed meat. 

Kilograms produced is a measure of the number of kilograms of live weight of cattle grown throughout the breeding, backgrounding and feedlot 

operations of the Company during the period, excluding the offsetting impact of attrition kilograms. Kilograms produced has reduced 26% on the 

previous corresponding period, due to strategic destocking, with increased cattle sales and reduced cattle purchases in response to adverse 

seasonal conditions.  

Cost of production is a measure of the operating costs incurred to produce a kilogram of live weight of cattle throughout the breeding, 

backgrounding and feedlot operations of the Company during the period. The cost of production increased by 47% on the previous 

corresponding period, which is a reflection of drought conditions increasing feeding and transport costs, as well as a shift to a greater proportion 

of Wagyu production.  

 6 MONTHS TO 
30 SEP 2019 

6 MONTHS TO 
30 SEP 2018 

Restated* 

Kilograms produced – mil Kg LW 34.5 46.6 

Cost of production – $/kg LW 3.29 2.24 

* Kilograms produced and Cost of production have been restated to exclude the offsetting impact of attrition kilograms in the prior comparative 

period.  
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The H1FY20 results include a Statutory EBITDA loss of $3.4 million (H1FY19 loss of $82.9 million), driven by increased operating costs due to 

adverse seasonal conditions. This result includes a $22.6 million non-cash increase in livestock due to unrealised market value movements 

(H1FY19 decrease of $62.4 million due to unrealised non-cash market value movements).  

Operating cash inflows of $11.0 million were achieved in H1FY20 compared with operating cash inflows of $29.6 million in H1FY19, 

predominately due to the prior comparative period including receipts from the sale of Livingstone and 1824 beef. Both supply chains were 

suspended during H1FY19.     

The Livingstone Beef facility continues to be maintained in a suspended state following suspension of operations in July 2018. The accumulated 

impairment recognised at 31 March 2018 remains unchanged. The Board and management continue to monitor various strategic options for 

the future of the Livingstone Beef operations.  

Operating Profit is the key indicator used to monitor and manage the Company. It eliminates the potential distraction caused by unrealised 

livestock and inventory valuation adjustments being recorded in the financial results, and is a better reflection of actual financial performance 

under the control of management. Operating Profit assumes movement in livestock and inventory volume at cost of production, whilst Statutory 

EBITDA results include revaluations based on market prices for livestock movements.  

A reconciliation of Operating Profit to Statutory EBITDA and Net Loss After Tax is provided below: 

 6 MONTHS TO 
30 SEP 2019 

$’000 

6 MONTHS TO 
30 SEP 2018 

$’000 

Operating Profit 6,337 24,841 

Reverse: Movement in livestock and inventory at cost of production 7,155 3,391 

Other income/expenses (1,653) 2,471 

Change in livestock value (15,224) (113,589) 

Statutory EBITDA(1) loss (3,385) (82,886) 

Depreciation and amortisation (8,406) (6,024) 

Gain on equity investments 22 180 

Statutory EBIT loss (11,769) (88,730) 

Finance costs (7,356) (8,639) 

Income tax benefit 5,003 28,973 

Net loss after tax (14,122) (68,396) 

 

(1) EBITDA is defined by the Company as earnings before interest, tax, depreciation, amortisation, impairment, gains/losses on equity 

investments and changes in the fair value of property. 
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Due to the implementation of AASB 16 Leases, lease liabilities have increased by $33.6m. The Company’s target gearing ratio is between 20.0% 

to 35.0%, prior to impact of adoption of AASB 16.  

 30 SEP 2019 
$’000 

31 MAR 2019 
$’000 

Current debt   

            Obligations under finance leases 1,758 1,658 

            Lease liabilities 5,516 - 

Non-current debt   

Obligations under finance leases 3,144 2,782 

Lease liabilities 28,035 - 

Bank loan facility(1) 367,700 362,700 

Bank guarantees 1,454 1,454 

Cash (8,989) (7,565) 

Net debt 398,618 361,029 

Equity employed 827,434 843,660 

Total capital employed 1,226,052 1,204,689 

Gearing (net debt / net debt + equity) 32.5% 30.0% 

Gearing (net debt / net debt + equity) pre AASB 16 adoption 30.6% 30.0% 

 

(1) The gearing ratio is calculated utilising the drawn-down balance of the bank loan facility. This is not offset by $0.9 million of prepaid borrowing 

costs. 

The Company’s net tangible assets per share was $1.37 as at 30 September 2019, compared to $1.42 as at 31 March 2019. Net tangible 

assets of the Company include leasehold land assets. 

There were no dividends declared or paid during the six months to 30 September 2019, and therefore the Company’s Dividend Reinvestment 

plan (DRP) was inactive throughout the period. 

The Company is committed to the reinstatement of dividends and has previously foreshadowed that the Directors will review dividend policy and 

payments on a return to sustainable and significant operating profit and positive operational cash flows. 

AACo has been, and will continue to be, exposed to a range of interrelated risks.  As a branded premium food business, the effective 

understanding and management of risk requires the Company to consider risks from a supply chain perspective. By focussing on key supply 

chain considerations in all strategic and operational planning and management processes, this ensures the Company can achieve its 

sustainability, profitability, growth and stakeholder objectives. The Company believes effective risk management provides a strategic advantage, 

allowing it to sustain and create value across the organisation. 

The Board reiterates its commitment to increasing shareholder value through incremental improvements to Return on Capital Employed (ROCE) 

over time. The goal is to improve the quantity and quality of the Company’s earnings by increasing the Company’s exposure to premium branded 

beef prices which are underpinned by rising incomes in both the developed and developing world. Business strategy will focus on optimising 

supply chains, implementing a differentiated branding strategy, and investing in innovation and technology. 
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There have been no significant events after the balance date which require disclosure in the financial report. 

The auditor’s independence declaration is set out on page 8 and forms part of the directors’ report for the period ended 30 September 2019. 

Amounts contained in this report and in the financial report have been rounded to the nearest thousand dollars for presentation where noted 

($’000). This has been completed under the option available to the Company under ASIC Corporations (Rounding in Financial/Directors’ Reports) 

Instrument 2016/191. The Company is an entity to which this legislative instrument applies. 

Signed in accordance with a resolution of the Directors. 

  

  

D. McGauchie AO 

Chairman 

 

Brisbane 

20 November 2019 

 

Hugh Killen 

Managing Director, CEO 

 

Brisbane 

20 November 2019 
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We have obtained the following independence declaration from our auditors KPMG. 
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6 MONTHS TO 
30 SEP 2019 

$’000 
 

6 MONTHS TO 
30 SEP 2018 

$’000 
Restated* 

   

Meat sales 105,765 146,426 

Cattle sales 76,983 72,771 

 182,748 219,197 

Cattle fair value adjustments 129,211 43,960 

 311,959 263,157 

   

Cost of meat sold (101,587) (130,432) 

Deemed cost of cattle sold (72,790) (66,076) 

Cattle and feedlot expenses (83,997) (79,893) 

Gross margin 53,585 (13,244) 

   

Other income 2,097 983 

   

   

Employee expenses (25,114) (31,552) 

Administration and selling costs (17,399) (20,320) 

Other operating costs (14,768) (15,479) 

Property costs (1,786) (3,274) 

Gain on equity investments 22 180 

Depreciation and amortisation (8,406) (6,024) 

Loss before finance costs and income tax (11,769) (88,730) 

Finance costs (7,356) (8,639) 

Loss before income tax (19,125) (97,369) 

Income tax benefit                                                                                                                         5,003 28,973 

Net loss after tax (14,122) (68,396) 

   

LOSS PER SHARE ATTRIBUTABLE TO THE ORDINARY EQUITY HOLDERS OF THE PARENT CENTS CENTS 

Basic loss per share (2.39) (11.45) 

Diluted loss per share (2.39) (11.45) 

 

The above Consolidated Income Statement should be read in conjunction with the accompanying notes. 

* Refer to note 1 (d) regarding restated comparative figures. 
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6 MONTHS TO 
30 SEP 2019 

$’000 

6 MONTHS TO 
30 SEP 2018 

$’000 

Loss for the period (14,122) (68,396) 

Other comprehensive loss   

   

Items that may be reclassified subsequently to profit or loss:   

           Changes in the fair value of cash flow hedges, net of tax (2,763) (1,023) 

Other comprehensive loss for the period, net of tax (2,763) (1,023) 

Total comprehensive loss for the period, net of tax (16,885) (69,419) 

   

The above Consolidated Statement of Comprehensive Income should be read in conjunction with the accompanying notes.  
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NOTE 

AS AT 
30 SEP 2019 

$’000 

AS AT 
31 MAR 2019 

$’000 

Current assets    

Cash and cash equivalents  8,989 7,565 

Trade and other receivables  20,111 18,661 

Inventories and consumables  31,334 33,684 

Livestock  192,398 171,006 

Derivatives 6 3 - 

Other assets  857 1,099 

Total current assets  253,692 232,015 

    

Non-current assets    

Livestock  215,715 252,331 

Property, plant and equipment 3 802,678 795,341 

Intangible assets  2,264 2,534 

Right-of-use assets 4 33,513 - 

Investments  3,706 3,535 

Other assets  869 820 

Total non-current assets  1,058,745 1,054,561 

Total assets  1,312,437 1,286,576 

    

Current liabilities    

Trade and other payables  35,774 29,818 

Provisions  3,675 3,397 

Borrowings 5 1,758 1,658 

Lease liabilities 4 5,516 - 

Derivatives 6 12,550 8,319 

Total current liabilities  59,273 43,192 

    

Non-current liabilities    

Provisions  3,011 4,578 

Borrowings 5 369,930 364,414 

Lease liabilities 4 28,035 - 

Deferred tax liabilities  24,754 30,732 

Total non-current liabilities  425,730 399,724 

Total liabilities  485,003 442,916 

Net assets  827,434 843,660 

    

Equity    

Contributed equity  528,822 528,822 

Reserves  432,569 435,369 

(Accumulated losses)/retained earnings  (133,957) (120,531) 

Total equity  827,434 843,660 

 

The above Consolidated Statement of Financial Position should be read in conjunction with the accompanying notes.  
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CONTRIBUED 

EQUITY 

 
 

RESERVES 

(ACCUMULATED 
LOSSES)/RETAINED 

EARNINGS 
 

TOTAL EQUITY 
$’000 $’000 $’000 $’000 

At 1 April 2018 531,937 417,718 27,865 977,520 

Loss for the period    -    - (68,396) (68,396) 

Other comprehensive income    - (1,023)    - (1,023) 

Total comprehensive loss for the period    -   (1,023) (68,396) (69,419) 

     

Transactions with owners in their capacity as owners:     

Treasury shares acquired (3,115)    -    - (3,115) 

Cost of share-based payments    - 219    - 219 

At 30 September 2018 528,822 416,914 (40,531) 905,205 

     

     

At 1 April 2019 528,822 435,369 (120,531) 843,660 

Adjustment to opening retained earnings for AASB 16 
adoption (Note 4) 

  696 696 

Adjusted opening balances 528,822 435,369 (119,835) 844,356 

     

Loss for the period    -    - (14,122) (14,122) 

Other comprehensive loss    - (2,763)    - (2,763) 

Total comprehensive loss for the period    - (2,763) (14,122) (16,885) 

     

Transactions with owners in their capacity as owners:     

Treasury shares acquired    -    -    -    - 

Revaluation of foreign currency operations  (140)    - (140) 

Cost of share-based payments    - 103    - 103 

At 30 September 2019 528,822 432,569 (133,957) 827,434 

 

The above Consolidated Statement of Changes in Equity should be read in conjunction with the accompanying notes.  
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6 MONTHS TO 
30 SEP 2019 

$’000 

6 MONTHS TO 
30 SEP 2018 

$’000 

Cash flows from operating activities    

Receipts from customers  193,541 233,110 

Payments to suppliers, employees and others  (175,172) (196,752) 

Interest received  44 64 

Net operating cash inflow before interest and finance costs  18,413 36,422 

Payment of interest and finance costs  (7,393) (6,778) 

Net cash inflow from operating activities  11,020 29,644 

    

Cash flows from investing activities    

Payments for property, plant and equipment and other assets  (12,065) (11,983) 

Proceeds from sale of property, plant and equipment  470 230 

Investments in associates  (148) (487) 

Net cash outflow from investing activities  (11,743) (12,240) 

    

Cash flows from financing activities    

Proceeds from borrowings net of transactions costs  17,000 5,000 

Repayments of borrowings net of transactions costs  (12,000) (24,500) 

Acquisition of treasury shares     - (3,115) 

Principal repayments of leases  (2,853) - 

Net cash inflow/(outflow) from financing activities  2,147 (22,615) 

    

Net increase/(decrease) in cash  1,424 (5,211) 

Cash at the beginning of the period  7,565 11,218 

Cash at the end of the period  8,989 6,007 

 

The above Consolidated Statement of Cash Flows should be read in conjunction with the accompanying notes.
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Australian Agricultural Company Limited is a company limited by shares, incorporated and domiciled in Australia. The Company’s shares are 

publicly traded on the Australian Securities Exchange (ASX). 

The interim financial statements for the period ended 30 September 2019 were authorised for issue in accordance with a resolution of the 

Directors on 20 November 2019.  

This general purpose condensed financial report for the half-year ended 30 September 2019 has been prepared in accordance with AASB 134 

Interim Financial Reporting and the Corporations Act 2001. 

The half-year financial report does not include all notes of the type normally included within the annual financial report and therefore cannot be 

expected to provide as full an understanding of the financial performance, financial position and financing and investing activities of the Group 

as the full year financial report. 

It is recommended that the half-year financial report be read in conjunction with the financial report for the year ended 31 March 2019 and 

considered together with any public announcements made by Australian Agricultural Company Limited during the half-year ended 30 September 

2019, in accordance with the continuous disclosure obligations of the ASX listing rules. 

The Company is of a kind referred to in ASIC Corporations (Rounding in Financial/Directors’ Reports) Instrument 2016/191 and in accordance 

with the legislative instrument, amounts in the interim financial statements have been rounded off to the nearest thousand dollars, unless 

otherwise stated.  

> AASB 16 Leases adoption 

AASB 16 introduced a single, on-balance sheet lease accounting model for lessees. A lessee recognises a right-of-use asset representing its 

right to use the underlying asset and a lease liability representing its obligation to make lease payments. There are recognition exemptions for 

short-term leases and leases of low-value items.  

AASB 16 replaces existing leases guidance, including AASB 117 Leases, AASB Interpretation 4 Determining whether an Arrangement contains a 

Lease, AASB Interpretation-115 Operating Leases-Incentives and AASB Interpretation 127 Evaluating the Substance of Transactions Involving 

the Legal Form of a Lease. 

Leases in which the Company is a lessee 

     From 1 April 2019, the Company has recognised new assets and liabilities for its operating leases of land, buildings and equipment. The nature 

of expenses related to these leases has also changed, as under AASB 16 Leases the Company recognises a depreciation charge for right-of-use 

assets and interest expense on lease liabilities. 

Previously, the Company recognised operating lease expenses on a straight-line basis over the term of the lease, and recognised assets and 

liabilities only to the extent there was a timing difference between actual lease payments and the expense recognised. 

The Company has adopted AASB 16 using a modified retrospective approach from 1 April 2019. Therefore, the cumulative effect of adopting 

AASB 16 has been recognised as an adjustment to the opening balance of retained earnings at 1 April 2019, with no restatement of 

comparative information as permitted under the specific transitional provisions in the standard. Lease liabilities are measured at the present 

value of the remaining lease payments, discounted using the Company’s incremental borrowing rate as of 1 April 2019, and for leases entered 

into following this, the incremental borrowing rate at the commencement date of the lease arrangement.  The average incremental borrowing 

rate applied to the lease liabilities on 1 April 2019 was 3.91%. 

Refer to Note 4 for further details. 
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> AASB 16 Leases accounting policy 

The Company recognises a right-of-use asset and a lease liability at the lease commencement date. The right-of-use asset is initially measured at 

cost, and subsequently at cost less any accumulated depreciation and impairment losses, and adjusted for certain remeasurements of the lease 

liability. When a right-of-use asset meets the definition of investment property, it is presented in investment property.  

The lease liability is initially measured at the present value of the lease payments that are not paid at the commencement date, discounted 

using the interest rate implicit in the lease or, if that rate cannot be readily determined, the Group’s incremental borrowing rate. Generally, the 

Group’s incremental borrowing rate is used as the discount rate. 

The lease liability is subsequently increased by the interest cost on the lease liability and decreased by lease payment made. It is remeasured 

when there is a change in future lease payments arising from a change in an index or rate, a change in the estimate of the amount expected to 

be payable under a residual value guarantee, or as appropriate, changes in the assessment of whether a purchase or extension option is 

reasonably certain to be exercised or a termination option is reasonably certain not to be exercised. 

Judgement has been used to determine the lease term for some lease contracts in which it is a lessee, that include renewal options. The 

assessment of whether it is reasonably certain the Company will exercise such options impacts the lease term, which can significantly affect the 

amount of lease liabilities and right-of-use assets recognised. 

The consolidated financial statements include restatements to previously disclosed amounts, where indicated, which represent reclassifications 

to more accurately align reported amounts with business activities. Previously disclosed amounts for administration and selling costs of $4.5 

million have been restated to account for meat sales freight previously included in cost of meat sold. Previously disclosed other income amounts 

of $6.0 million have been restated to cattle expenses for fair value gains on crops grown and used internally.  

The preparation of the financial statements requires judgements, estimates and assumptions to be made that affect the reported amounts in 

the financial statements. Judgements and estimates in relation to assets, liabilities, contingent liabilities, revenue and expenses are continually 

evaluated. Judgements and estimates are based on historical experience and on other various factors considered reasonable under the 

circumstances, the result of which form the basis of the carrying values of assets and liabilities that are not readily apparent from other sources. 

Actual results may differ from these estimates under different assumptions and conditions and may materially affect financial results or the 

financial position reported in future periods. Management’s approach to significant judgements, estimates and assumptions is consistent with 

that applied for the 31 March 2019 consolidated financial report. 

Livestock are measured at fair value less costs to sell, with any change recognised in the income statement. Costs to sell include all costs that 

would be necessary to sell the assets, including freight and direct selling costs. 

The fair value of livestock is based on its present location and condition. If an active or other effective market exists for a livestock asset in its 

present location and condition, the quoted price in that market is the appropriate basis for determining the fair value of that asset. Where 

access to different markets exists, then the most relevant market is used to determine fair value. The relevant market is defined as the market 

“that access is available to the entity” to be used at the time the fair value is established. 

If an active market does not exist then one of the following are used, when available, in determining fair value: 

> the most recent market transaction price, provided that there has not been a significant change in economic circumstances between 

the date of that transaction and the end of the reporting period; or 

> market prices, in markets accessible to the entity, for similar assets with adjustments to reflect differences; or 

> sector benchmarks. 
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In the event that market determined prices or values are not available for livestock in its present condition, the present value of the expected net 

cash flows from the asset are used, discounted at a current market determined rate in determining fair value. 

Consistent with previous reporting periods, at 30 September 2019 cattle have been valued using level 2 and level 3 fair value price inputs as 

defined by AASB 13 Fair Value Measurement. 

Freehold pastoral property and improvements and pastoral property and improvements held under statutory leases with government bodies, are 

carried at fair value at the date of the revaluation, less any subsequent accumulated depreciation on buildings and accumulated impairment 

losses. 

Fair value is determined by the Directors with reference to work performed by external independent valuers and performed on an annual basis 

with reference to market-based evidence, which is the price that would be received to sell an asset in an orderly transaction between market 

participants at the measurement date. 

Any revaluation increment is credited to the asset revaluation reserve included in the equity section of the statement of financial position, unless 

it reverses a revaluation decrement of the same asset previously recognised in the income statement. Any revaluation decrement is recognised 

in the income statement unless it directly offsets a previous increment of the same asset in the asset revaluation reserve.  

In addition, any accumulated depreciation as at revaluation date is eliminated against the gross carrying amount of the asset and the net 

amount is restated to the revalued amount of the asset. Upon disposal of property and improvements, any revaluation reserve relating to the 

particular asset being sold is transferred to the capital profits reserve. 

All initial lump sum payments in respect of pastoral and perpetual property leases have been classified as land. The remaining lease payments 

are nominal and are therefore expensed to the income statement as incurred. 

Pastoral landholdings are generally held under a leasehold agreement with the Crown. Leasehold properties in Queensland are mainly pastoral 

holdings which are rolling term leases. In the Northern Territory, the pastoral leases held have been granted on a perpetual basis by the 

Northern Territory Government. We treat statutory leases held with government bodies as perpetual leases. Perpetual leases are specifically 

excluded from measurement under AASB 16 Leases.  

Plant and equipment and industrial property and improvements are stated at historical cost less accumulated depreciation and any 

accumulated impairment losses. We review the carrying values of plant and equipment and industrial property and improvements for 

impairment when events or changes in circumstances indicate the current carrying value may not be recoverable. 

The Livingstone Beef CGU is the only location with property and improvements measured under the cost model by the Company per AASB 116 

Property, Plant and Equipment. Under the requirements of AASB 136 Impairment of Assets, at each reporting period an assessment of internal 

and external factors must be made to determine whether there are indicators of impairment. Where indicators exist, a formal estimate of the 

recoverable amount of these assets is undertaken. 

During H1FY20 operations continue to be suspended at Livingstone Beef. Management have recalculated the recoverable amount of the CGU 

based on the updated conditions, using Level 3 fair value inputs per AASB 13 Fair Value Measurement. The recoverable amount was materially 

consistent with the current carrying value of the CGU and as such no adjustment was made to the carrying value of Livingstone Beef at 30 

September 2019. 

The calculation of the recoverable amount for Livingstone Beef requires management to make key estimates with relation to a number of 

assumptions that are inherently uncertain. The recoverable amount is sensitive to changes in these key assumptions and accordingly the 

estimate of the recoverable amount could change in future reporting periods. 
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AASB 8 Operating Segments requires operating segments to be identified on the basis of internal reports about components of the Company, 

that are regularly reviewed by the chief operating decision maker in order to allocate resources to the segment and to assess its performance. 

The Group has identified its operating segments based on the internal reports that are reviewed and used by the Managing Director/Chief 

Executive Officer (the chief operating decision maker) in assessing performance and in determining the allocation of resources. The operating 

segments are identified by management based on the nature of the product produced and the reporting structure within the Group. Discrete 

financial information for each of the operating segments is reported to the Managing Director/Chief Executive Officer (MD/CEO) on at least a 

monthly basis. 

Under the internal reporting framework, the financial results of the Livingstone processing plant are disclosed in monthly management reports 

separately from the rest of the Company. This results in the following operating segments: 

> Livingstone Beef processing plant; and 

> AACo excluding Livingstone. 

To get to a final segment result, the above two segment results include a corporate overheads expense allocation. 

The accounting policies used in reporting segments are the same as those contained in the financial statements, except as follows: 

> Inter-entity sales 

Inter-entity sales are recognised based on arm’s length market prices. 

Operating Profit is the key indicator used to monitor and manage the Company. It eliminates the potential distraction caused by unrealised 

livestock and inventory valuation adjustments being recorded in the financial results, and is a better reflection of actual financial performance 

under the control of management. Operating Profit assumes movement in livestock and inventory volume at cost of production, whilst Statutory 

EBITDA results include revaluations based on market prices for livestock movements.  
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The following table presents the revenue and profit information regarding operating segments (incorporating a reconciliation of Operating Profit 

to Statutory NPAT) for the six months to 30 September 2019 and 30 September 2018.  

 

 

30 SEP 2019 

AAC0 EX 

LIVINGSTONE 

$’000 

LIVINGSTONE  

BEEF 

$’000 

 

ELIMINATIONS 

$’000 

 

TOTAL 

$’000 

Segment revenue 182,748 - - 182,748 

Inter-segment revenue - - - - 

Revenue from external customers 182,748 - - 182,748 

Operating profit/(loss) 9,404 (3,067) - 6,337 

Reverse: Movement in inventory at cost of production 7,155 - - 7,155 

Other income/expenses (1,679) 26 - (1,653) 

Change in livestock value (15,224) - - (15,224) 

Statutory EBITDA loss (344) (3,041) - (3,385) 

Depreciation and amortisation (7,984) (422) - (8,406) 

Gain on equity investments 22 - - 22 

Statutory EBIT loss (8,306) (3,463) - (11,769) 

Net finance costs    (7,356) 

Income tax benefit    5,003 

Net loss after tax    (14,122) 

 

 

 

 

30 SEP 2018 

AACO EX 

LIVINGSTONE 

$’000 

LIVINGSTONE  

BEEF 

$’000 

 

ELIMINATIONS 

$’000 

 

TOTAL 

$’000 

Segment revenue 204,368 31,171 (16,342) 219,197 
Inter-segment revenue (16,342) - 16,342 - 

Revenue from external customers 188,026 31,171 - 219,197 

Operating profit/(loss) 34,555 (9,714) - 24,841 

Reverse: Movement in inventory at cost of production 1,914 1,477 - 3,391 

Other income/expenses 2,329 142 - 2,471 

Change in livestock value (119,494) 5,905 - (113,589) 

Statutory EBITDA loss (80,696) (2,190) - (82,886) 

Depreciation and amortisation (5,286) (738) - (6,024) 

Gain on equity investments 180 - - 180 

Statutory EBIT loss (85,802) (2,928) - (88,730) 

Net finance costs    (8,639) 

Income tax benefit    28,973 

Net loss after tax    (68,396) 
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During the six months ended 30 September 2019, the Company acquired assets with a cost of $12.1 million (six months to 30 September 

2018: $11.4 million). 

Assets with a net book value of $0.38 million were disposed of by the Company during the six months ended 30 September 2019 (six months to 

30 September 2018: $0.01 million). 

Due to the adoption of AASB 16 Leases from 1 April 2019, the Company has recognised leases previously classified as operating leases on the 

balance sheet, and new leases entered into have been measured and disclosed in line with AASB 16. The associated balances due to adoption 

and application of this standard during the period are shown below. When measuring liabilities for leases that were previously classified as 

operating leases, the Company discounted lease payments using its incremental borrowing rate at 1 April 2019. The average rate applied is 

3.91%. 

 1 APR 2019 
$’000 

30 SEP 2019 
$’000 

Right-of-use assets   

Non-current 14,005 33,513 

Lease liabilities   

Current 3,865 5,516 

Non-current 10,140 28,035 

 

Right-of-use assets relate to buildings and property leased by the Company from third parties, excluding Pastoral property statutory leases held 

with government bodies. During the period the Company entered into a 10-year lease of Rewan, a central Queensland cattle property. 

The Company has elected to expense short-term and low value leases on a straight-line basis over the lease term, as permitted under the 

recognition exemptions of AASB 16. The amount expensed during the period relating to short-term and low value lease assets was $0.4 million.  

The Company has adopted AASB 16 using a modified retrospective approach from 1 April 2019. Therefore, the cumulative effect of adopting 

AASB 16 has been recognised as an improvement to the opening balance of retained earnings at 1 April 2019, as shown in the Statement of 

Changes in Equity, for $0.7 million.  

 30 SEP 2019 
$’000 

31 MAR 2019 
$’000 

Current   

Obligations under finance leases 1,758 1,658 

   

Non-current   

Obligations under finance leases 3,144 2,782 

Secured bank loan facility 366,786 361,632 

 369,930 364,414 
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Financing facilities are provided on a secured basis, with security given over all fixed and floating assets. Financial covenants are in place over 

the Company’s Loan to Value Ratio (LVR). The following financing facilities are available: 

 30 SEP 2019 
$’000 

31 MAR 2019 
$’000 

Total available under Facility A and Facility B 500,000 500,000 

Guarantee facility 3,000 3,000 

Drawn-down (including bank guarantees) (369,154) (364,154) 

Unused 133,846 138,846 

 30 SEP 2019 
$’000 

31 MAR 2019 
$’000 

Current assets   

Foreign currency contracts 3 - 

   

Current liabilities   

Interest rate swap contracts 11,128 6,884 

Foreign currency contracts 1,422 1,435 

 12,550 8,319 

As at 30 September 2019 and 31 March 2019, the only financial instruments recognised at fair value were interest rate swaps and forward 

currency contracts. These are valued using a level 2 fair value price input method as defined by AASB 13 Fair Value Measurement, which 

estimates fair value using inputs that are observable either directly (as prices) or indirectly (derived from prices). The carrying amount of all other 

financial assets and liabilities approximates the fair value. 

Foreign currency contracts are attributed to forecast meat sales. As these contracts are hedge accounted, the effectiveness has been assessed 

in terms of AASB 9 Financial Instruments from 1 April 2018 due to the Company’s decision to adopt AASB 9 rather than electing to continue 

applying AASB 139 Financial Instruments. The effective portion of the movement is accounted for in Other Comprehensive Income and the 

ineffective portion posted to the income statement. Forward currency contracts can have maturities of up to 36 months. These contracts are in 

US dollars. The total notional value of these contracts at 30 September 2019 was AUD $37.5 million (31 March 2019: AUD $48.4 million). 

The Company has entered into interest rate swaps which are economic hedges. The swaps have been designated as effective interest rate 

swaps and therefore satisfy the accounting standard requirements for hedge accounting under AASB 139 Financial Instruments. The net fair 

value loss on interest rate swaps during the six months to 30 September 2019 was $11.1 million (31 March 2019: loss of $6.9 million). The 

Company fair values these contracts by comparing the contracted rate to the future market rates for contracts with the same length of maturity. 

The notional principal amounts and period of expiry of the interest rate swaps are as follows: 

 30 SEP 2019 
$’000 

31 MAR 2019 
$’000 

0-1 years - - 

1-5 years 235,000 235,000 
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No shares were issued under the AACo performance rights plan during six months to 30 September 2019. 

No shares were issued under the AACo performance rights plan during six months to 30 September 2018. 

No dividend was declared or paid during the six months to 30 September 2019 (six months to 30 September 2018: $nil). 

No capital expenditure has been contractually committed to in respect of property, plant and equipment as at 30 September 2019 (31 March 

2018: $0.5 million). 

Forward purchase contracts have been entered into for $8.9 million worth of grain commodities and $9.8 million worth of cattle as at 30 

September 2019 (31 March 2019: $19.3 million worth of grain and $15.8 million worth of cattle). The contracts are expected to be settled 

within 12 months from balance date. 

Transactions with related parties during the six-month period to 30 September 2019 and 30 September 2018 are immaterial, and the nature of 

these transactions remains unchanged from those disclosed in the 31 March 2019 Annual Report.  

There have been no significant events after the balance date which require disclosure in the financial report. 
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In accordance with a resolution of the Directors of Australian Agricultural Company Limited, I state that:  

 

In the opinion of the Directors: 

a) The condensed consolidated financial statements and notes set out on pages 9 to 21 are in accordance with the Corporations Act 2001, 

including: 

i. Giving a true and fair view of the Group’s financial position as at 30 September 2019 and its performance for the half-year ended 

on that date; 

ii. Complying with Accounting Standard AASB 134 Interim Financial Reporting and the Corporations Regulations 2001; and 

b) There are reasonable grounds to believe that the Company will be able to pay its debts as and when they become due and payable. 

 

On behalf of the Board 

 

D. McGauchie AO 

Chairman 

 

Brisbane 

20 November 2019 
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Newstead QLD 4006 

 

Ph: (07) 3368 4400 
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www.aaco.com.au 

 

Link Market Services Limited 
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