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File Number: SE-2-8-1 (Performance Planning and Monitoring) 

Action sought 

  Action sought  Deadline  

Minister for State Owned Enterprises 

(Rt Hon Winston Peters) 

Agree to the attached Terms of 
Reference 

24 August 2020 

Minister of Finance 

(Hon Grant Robertson) 

Agree to the attached Terms of 
Reference 

24 August 2020 

Associate Minister of Finance 

(Hon David Parker) 

Agree to the attached Terms of 
Reference 

24 August 2020 

Associate Minister for State Owned Enterprises 

(Hon Shane Jones) 

Agree to the attached Terms of 
Reference 

24 August 2020 

Contact for telephone discussion (if required) 

Name Position Telephone 1st Contact 

Amanda Wilson Analyst, Commercial Performance  

Juston Anderson Acting Manager, Commercial Performance  

Minister’s Office actions  

Return the signed report to the Treasury 

 

Note any 
feedback on 
the quality of 
the report 

 

 

Enclosure: Yes  

[39]
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Treasury Report: Landcorp Farming Limited – Terms of Reference 

Purpose of Report 

1. This report provides shareholding Ministers with a draft Terms of Reference (ToR) for 
an independent review of Landcorp Farming Limited (Landcorp) and a list of potential 
reviewers for shareholding Ministers’ consideration.  

Background 

2. Landcorp has adopted a strategy whereby a combination of lifting on-farm profitability 
and value generated from off-farm activities is intended to create a more sustainable 
business model.  

3. However, Landcorp’s performance to date has not met the expectations set by its 
projected results, both financial and non-financial. While there is a rationale supporting 
the strategy, we have concerns about its execution, 

  

4. Landcorp continues to rely on asset sales to fund cash flow deficits and remains 
particularly exposed to changes in commodity prices given its corporate overhead 
structure and off-farm ventures.  

5. Off-farm ventures, which were intended to provide greater resilience to variable 
commodity prices,  

 

 

6. Shareholding Ministers have asked the Treasury to commission an independent review 
to further understand Landcorp’s performance. In particular, the review is intended to 
contribute to a better understanding of the gap between anticipated and actual 
performance, and examine both the financial and non-financial aspects that may have 
contributed to this.  

Landcorp’s review 

7. Landcorp commissioned its own ‘independent’ review in July 2020 and a report from 
PricewaterhouseCoopers (PwC) was delivered to shareholding Ministers in early 
August 2020. We understand that one of the factors in Landcorp’s decision to use PwC 
was that it was able to contract in agri-sector expertise   

8. However, the Treasury was not aware of, nor involved in, the scoping or drafting of this 
report. We understand it was the intention of shareholding Ministers that Landcorp and 
the Treasury work together to develop a draft ToR for shareholding Ministers’ 
comments and approval.  

 
1  Earnings before interest, tax, depreciation, amortisation and revaluations 

[34]
 

[25], [34]

[23]

 [37]
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9. The PwC report covers some of the key challenges facing Landcorp’s business, such 
as Wairakei Estate, and is a high-level review based around two questions: 

a does Landcorp’s general strategy make sense; and  

b 

10. 

Further, we do not believe that it addresses key Ministerial concerns around 
actual performance.  

11. In addition, the Treasury notes that the PwC report states, “we [PwC] have not audited 
or reviewed any of the information provided to us by Landcorp, including its financial 
budgets or financial statements, and therefore make no representation as to the 
accuracy or reliability of that information, nor the analyses on which they are based.”  

12. We understand that Dr Warren Parker (Chair of Landcorp) plans to reengage with PwC 
to discuss this disclaimer, and discuss this report and any further review with the 
Associate Minister for SOEs, Hon Jones, this week. Whilst some of the information 
supplied by Landcorp for the PwC report is audited, a number of items will not be, such 
as business plans or value creation bridges. 

13. As the PwC report does not address the underlying reasons for lower than anticipated 
performance, the Treasury believes there is merit in undertaking a further review in 
which all parties work collaboratively.  

Terms of Reference 

14. A draft ToR is attached for shareholding Ministers’ consideration and approval.  

15. It is intended that this review is a first stage review, and largely an information-
gathering exercise to assist in building a common understanding of Landcorp’s 
performance to date. It will provide direction for any subsequent, more targeted, 
reviews if required.  

16. We have engaged with Dr Warren Parker on this review and draft ToR. Whilst 
supportive of pulling together a genuine collaborative product for all parties to benefit 
from, Dr Parker was not convinced of the need for, or value of, a separate review and 
therefore had some reservations about participating. He was also keen for the ToR, 
and the review itself, to take into consideration and show: 

a the importance of the context in which decisions were made being incorporated in 
the review;  

b a clear distinction between what underlying factors were, and were not, in 
Landcorp’s control; 

c the effect Treaty settlements had on removing Landcorp’s “better quality farms” 
and therefore, the “lower quality assets” left on the balance sheet; 

d the approval process for the Wairakei lease; and 

e an understanding of the risk associated with innovation.  

[37] 

[34] 
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17. Dr Parker would also like the review to include case studies to demonstrate Landcorp’s 
contribution to ‘industry good’, which was alluded to in the PwC report.   

18. In response to Dr Parker’s feedback, we note that it is the Treasury’s intention that the 
reviewer considers the operating context with which decisions and forecasts were 
made and would acknowledge where potential underlying factors are outside of 
Landcorp’s control. However, leading the independent review through a pre-
determination of potential factors as specific , the Wairakei lease 
and innovation does not appear appropriate or helpful. It is important that the reviewer 
is able to conduct its own analysis and determine the underlying causes independently. 
It is intended that the reviewer presents and discusses initial findings with the Treasury 
and Landcorp prior to a final report being completed. This will allow any additional 
context to be added.  

19. The PwC report and comments from Dr Parker on the case studies lend themselves 
more to telling Landcorp’s current story and providing a context for performance rather 
than analysing and identifying the underlying causes for the lower than anticipated 
performance. Whilst we acknowledge that Landcorp’s industry good activities may 
adversely impact financial performance, we need a robust analysis on the full range of 
factors before making such conclusions.  

20. At a high level, the review should incorporate the following matters: 

a a review and verification of Landcorp’s budgets and projected results and actual 
performance from both corporate and strategic initiatives;  

b an analysis of the factors that contributed to variances between projected and 
actual performance, at both corporate and strategic initiative level. This analysis 
should consider: 

i the performance of Landcorp’s core farming business; 

ii assumptions used in business cases and performance projections (both 
core and in strategic initiatives); 

iii challenges and issues relating to markets, including market entry and 
market development; and 

iv any other underlying factor(s), which have had a material impact upon the 
ability of Landcorp to meet performance expectations. 

c the risks to the strategy delivering in-line with projected financial performance in 
light of the above; and 

d consideration to the operating environment at the time of any decisions or 
forecasts being made and clear analysis on the distinction between the factors 
inside and outside of Landcorp’s control.  

21. It is intended that this exercise will, at a minimum, provide clarity over the activities that 
Landcorp is undertaking and the associated trade-offs.  

22. We recommend that an assessment of Landcorp’s strategy is out-of-scope for this 
review, however, may be the focus of a further review should the first-stage review 
identify fundamental issues with the strategy.  

[34] 
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Independent reviewer 

23. The Treasury views it as crucial to have an independent reviewer who has a 
combination of a strong business/financial analysis background and farming/agriculture 
sector experience.  

24. We do not view it as critical that the reviewer has practical on-farm experience but 
acknowledge that it is important they have had some exposure to the farming sector 
and/or agribusiness and primary industries. This is because this review is seeking to 
understand Landcorp’s underlying performance and the priority is to have agribusiness 
and financial expertise in order to analyse the information provided.  

25. At this stage, we have not contacted potential candidates to assess affordability or 
availability. We have identified the following potential candidates through our own 
search: 

Name  Expertise 

James 
Morrison 

Mr Morrison has expertise in business performance and strategy, and has 
experience in agribusiness and primary industries, in particular the dairy 
sector. Mr Morrison has been involved in the development of the Strategy 
for Sustainable Dairy Farming 2013-2020 report and the New Zealand 
Onion and Potato industry strategy as well as conducting performance 
reviews of dairy co-operatives and acting as a special advisor to the 
Government Primary Production Select Committee. Mr Morrison has 
recently completed the Quotable Value strategic review for shareholding 
Ministers.  

https://www.morrisonconsulting.co.nz/services.php?pg=3&sub=1 

[34] 
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26. We understand that Dr Parker would prefer PwC to be used again. Given its role as 
Landcorp’s internal auditor and in undertaking the previous review, we do not believe it 
is in a position to provide the level of independence and assurance required. However, 
it is likely that the reviewer will engage with PwC, and their agribusiness expert sub-
contractor, , during the course of the review to make the most effective use 
of the information gathered through that process. 

27. 

28. Following agreement on the ToR and any feedback from shareholding Ministers on 
potential consultants, we will engage with of the potential consultants noted above 
(and/or any other candidates that emerge through consultation) to further assess their 
suitability for the job. We will provide advice to your offices following this process. 

29. We anticipate that the costs associated with this review would be shared equally 
between Landcorp and the Treasury to help ensure that both parties own the report. 
We will continue to engage with Landcorp on this.  

[23]

[34], [37] 

[34] 
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Recommended Action 

We recommend that you: 
 
a agree to the attached ToR for an Independent Review of Landcorp Farming Limited  
 
 Agree/disagree.      Agree/disagree. 
 Minister for State Owned Enterprises   Minister of Finance 
 
 Agree/disagree.      Agree/disagree. 

Associate Minister of Finance Associate Minister for State Owned 
Enterprises 

       
b provide any comments on the potential reviewers to the Treasury, including any 

additional candidates  
 

Agree/disagree.      Agree/disagree. 
Minister for State Owned Enterprises   Minister of Finance 

 
Agree/disagree.      Agree/disagree. 
Associate Minister of Finance Associate Minister for State Owned 

Enterprises 
 

c note that the Treasury will contact potential candidates to assess their availability and 
suitability to undertake this review, and provide feedback to your offices prior to 
appointing anyone.  

 
 
 
 
 
 
Juston Anderson 
Acting Manager, Commercial Performance  
 
 
 
 
 
 
Rt Hon Winston Peters      Hon Grant Robertson 
Minister for State Owned Enterprises   Minister of Finance 
 
 
 
 
 
 
Hon David Parker       Hon Shane Jones 
Associate Minister of Finance Associate Minister for State Owned 

Enterprises 
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Landcorp Farming Limited – Independent Review Draft ToR  
Date  

Overview 

Landcorp Farming Limited (Landcorp) is a State Owned Enterprise (“SOE”) with a stated 
vision “to become a world leader in farming natural resources sustainability to produce 
premium, high margin food and fibre products.” 

Landcorp's core role is operating a nationwide pastoral farming business comprising of dairy, 
sheep, beef and deer farms. Landcorp operates approximately 115 farming units totalling 
336,342 hectares, has turnover of around $250 million per annum on a net asset base of 
$1.3 billion, and has three subsidiary companies: 

• Landcorp Holdings Limited, which holds Landcorp property protected from sale under 
an agreement with the Crown; 

• Landcorp Estates Limited which develops and sells premium land that is deemed to 
have a higher value in non-agricultural use; and  

• Landcorp Pastoral Limited, which is Landcorp's investment vehicle in the Focus 
Genetics Limited Partnership and Spring Sheep venture. 

In addition, Landcorp also has a number of off-farm investments: 

• Pamu Foods (100% ownership); 

• Spring Sheep (50% ownership); 

• Melody Dairies (35% ownership); 

• FarmIQ (26% ownership); and 

• Focus Genetics (100% ownership).  

Landcorp’s challenge is to achieve profitability and resilience in the context of being a 
corporate farmer with associated corporate costs not faced by a unitary farm operation. To 
achieve this, the strategic approach adopted in 2014 includes leveraging off Landcorp’s scale 
and building resilience through diversification of revenue streams, including through creating 
value in off-farm ventures. Landcorp defines its strategic imperatives as follows: 

• Drive consistent operational excellence in all aspects of its pastoral farming business 
(environmental, profitability, people, animal welfare, innovation and technology); 

• Create scale and financial materiality in value-add dairy businesses, and leverage 
these learnings and expertise into other food and fibre products; 

• Expand forestry, fibre, cropping and horticulture business: grow ecosystem service net 
returns from carbon, biodiversity, wind and pollination, optimised to complement its 
livestock; and 

• Maximise returns and value from its subsidiaries and joint ventures.  

However, performance to date has not clearly demonstrated that the strategic approach is 
delivering as intended. 

 Landcorp also traditionally has large capital 
expenditure plans (approximately $40m higher than net operating cash flows in FY21) and 
relies on asset sales to fund these cash flow deficits. This, coupled with average EBITDAR 

 
2  Earnings before interest, tax, depreciation, amortisation and revaluations  

[37] 
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and Total Shareholder Returns of $39.1m and 1.3% respectively over the last 10 years, has 
given rise to concerns over the execution of Landcorp’s current strategy  

  

This review is intended to provide a deeper understanding of the underlying factors 
contributing to Landcorp’s performance outcomes. This, in turn, will provide a clearer picture 
of Landcorp’s ability to deliver on its strategy and produce sustainable returns consistent with 
meeting its legislative objectives “to operate as a successful business and be as profitable 
and efficient as comparable businesses, not owned by the Crown.” 

Review Objectives and Scope 

The Treasury wishes to engage a qualified consulting firm or individual(s) (the “Consultant”) 
to undertake an independent assessment of Landcorp’s recent performance to understand 
the underlying reasons for the gap between the company’s forecast and actual financial 
performance.  

This review is a first-stage review and will provide a level of understanding to shareholders of 
the performance of Landcorp and direction for any subsequent, more targeted, reviews, if 
required.  

• At a high level, the review should incorporate the following matters: 

o a review and verification of Landcorp’s budgets and projected results and actual 
performance from both corporate and strategic initiatives;  

o an analysis of the factors that contributed to variances between projected and 
actual performance, at both corporate and strategic initiative level. This analysis 
should consider: 

 the performance of Landcorp’s core farming business; 

 assumptions used in business cases and performance projections (both 
core and in strategic initiatives); 

 challenges and issues relating to markets, including market entry and 
market development; and 

 any other underlying factor(s), which have had a material impact upon the 
ability of Landcorp to meet performance expectations. 

o the risks to the strategy delivering in-line with projected financial performance in 
light of the above; and 

o consideration to the operating environment at the time of any decisions or 
forecasts being made and clear analysis on the distinction between the factors 
inside and outside of Landcorp’s control.  

• It is intended that this exercise will, at a minimum, provide clarity over the activities that 
Landcorp is undertaking and the associated trade-offs.  

The Treasury is flexible on process, design and format. For example, undertaking meetings 
and workshops with Landcorp staff and management (individually and as a group) would 
help the Consultant to receive information and insights on the business/markets as well as 
gain their support and buy-in with this project.  

[25], [34] 
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Out of scope 

• Any reassessment of the vision, purpose, objectives, mandate and strategy of Landcorp; 
and 

• Landcorp’s Statement of Corporate Intent. 

Project Approach 

The Consultant’s approach will be evidence-based, highly consultative, engaging and 
hands-on. This will mean that the Consultant will seek input from relevant people within 
Landcorp and the Treasury, for both information and their perspective on the opportunities 
and challenges.  

A logical, staged approach to the work is contemplated, with each discrete phase defined by 
specific deliverables. It is important that source information is verified, where possible, as 
part of any analysis undertaken.  

It is expected that any initial findings or draft reports be provided to both the Treasury and 
Landcorp so that both parties have an opportunity to provide any additional context, if 
required.  

The timeframe for this project is to be determined following conversations with potential 
consultants.  

 
 
 
 
 
 
 


