
NZ Rural Land Management Company – Q&A 
Who is NZ Rural Land Company? 

• New Zealand Rural Land Company Limited (NZRLC) is a new company formed to acquire N.Z. rural 
land. NZRLC intends to be a landlord only, with experienced tenants undertaking the on-land 
agricultural operations and paying rent to NZRLC. 

• NZRLC will acquire rural land using a combination of proceeds from its current Initial Public Offer 
(IPO), and new debt to no more than 30% of the value of its total assets.  

• NZRLC currently has no operating history or assets and will only commence business if the IPO raises 
at least $75 million. 

• The funds raised will allow NZRLC to acquire its first rural land assets, have working capital, and meet 
its operating and compliance costs (including certain fees under the Management Agreement (see 
below). 

• A copy of the Product Disclosure Statement for the IPO can be found atwww.nzrlcshareoffer.co.nz. 
 

Who is NZ Rural Land Management? 

• NZ Rural Land Management Limited Partnership (the Manager) is a new entity that was formed by 
Elevation Capital Management Limited, Haydon Dillon and Richard Milsom and related entities.  

• The Manager has entered into the Management Agreement with NZRLC to provide NZRLC with 
management, investment and administrative services. 

What is Allied Farmers’s Involvement? 

• Allied Farmers has agreed to purchase 50 percent of the Manager conditional on NZRLC raising at 
least $75 million in its IPO. 

• Allied Farmers is paying $2.5 million for its 50% interest, which will be satisfied by the issue of 5 
million Allied Farmers shares @ 50 cents per share to the current owners of the Manager.   Although 
shareholder approval was not required to complete this transaction, the issue of these shares was 
approved by shareholders at the 24 November 2020 Allied Farmers Annual Meeting. 

• As part of the transaction, Elevation Capital Management Ltd Director, Chris Swasbrook, will join the 
Allied Farmers Board, and Allied Farmers Director, Marise James, will join the Board of the Manager. 

• A diagram illustrating the structure is set out at the bottom of this Q&A. 

How was the $2.5 million Purchase Price determined? 

• A number of factors were considered by the Board of Allied Farmers, including the likelihood of the 
success of NZRLC (including its ability to identify and execute on suitably attractive properties and to 
raise further capital in line with its strategy) and the management fee structure. 

• Allied Farmers obtained an independent valuation and broader expert advice and the purchase price 
is within the valuation range. 

• The valuation was predicated on the basis of assets under management of between $100 million and 
$125 million, but Allied Farmers understand that NZRLC is targeting growing the assets under 
management over time to substantially more than that. 

How was the issue price of 50 cents per share calculated? 

• The issue price was agreed during negotiations between the current owners of NZRLM and the Board 
of Allied Farmers, taking into account a range of factors, including the desire of the Allied Farmers 
Board to be fair to all shareholders and ensure that shareholders should also be given the 
opportunity to invest in Allied Farmers at the same price (via the rights issue). The Board was also 
conscious of the need to raise additional capital from new investors to fund its growth aspirations. 

http://www.nzrlcshareoffer.co.nz/


• The Board obtained independent advice that in order to raise meaningful new capital the issue price 
would need to be at a discount to the theoretical ex-rights price of ~20% -25%. Based on the then 
current market pricing and assuming an issue size of ~$4.5 -$5.0m, the advice was that this equated 
to an issue price of approximately $0.40 -$0.44, which the Board resisted as being too great a 
discount. 

• In addition, the average discount for capital raises by NZX listed companies up to 20 September2020 
was 22.3%, given the events affecting companies this year.  

• The Board was therefore comfortable that the issue price of 50 cents per share for each of the 
purchase price consideration for the 50% of the Manager, the rights issue to shareholders, and the 
up to $5 million subsequent placements, being a discount of 19.4% from the closing market price of 
an Allied Farmers’s share on the day before announcing the NZRLM transaction, is fair to 
shareholders. 

What is the potential impact of the NZRLM Acquisition and Proposed Capital Raises on Allied Farmers’s 
Net Assets per Ordinary Share? 

• The following table illustrates the increase in Net Tangible Assets Per Share from, a rights issue of $3 
million, the NZRLM acquisition and a placement of $5 million, all at 50 cents per share: 
 

  At 30 June 2020 
Post Rights 

Issue 
Post 

NZRLM Post Placement 

           $000 $000 $000 $000  

  

Audited Balance 
Sheet Proforma Proforma Proforma  

 Net Assets 6,390 9,366 11,866 16,866  
 Less Computer Software  (216) (216) (216) (216)  
 Less Goodwill (742) (742) (742) (742)  
 Net Tangible Assets  5,432 8,408 10,908 15,908  
 Shares On Issue  17,855 23,806 28,806 38,806  

 

Net Tangible Assets per 
share  0.3042 0.3532 0.3787 0.4099  

 

 

How does the Management Agreement work? 

• NZRLC will be managed by the Manager under the Management Agreement. The Manager will 
exclusively provide administrative services, sourcing/securing potential investors, sourcing 
acquisition/leasing opportunities, overseeing land purchase due diligence, leasing of rural land, 
negotiating and executing acquisitions (with NZRLC Board approval), and managing NZRLC’s rural 
land assets and tenant relationships. 

• Allied Farmers has a call option exercisable in approximately two years’ time to purchase the 
remaining 50% of the Manager at the fair valuation at the time the option is exercised.  The call 
option can be exercised for a period of 12 months. 

How does the Manager derive income? 

• The Manager is entitled to fees from NZRLC, being (all GST exclusive): 
o a management fee of 0.50% per annum of NZRLC’s Net Asset Value; 
o a performance fee, payable in NZRLC shares, of 10% of any increase in NZRLC’s Net Asset 

Value per Share from one financial year to the next;  
o a transaction fee of 1.25% of the acquisition or divestment value of any rural land that NZRLC 

acquires or disposes of; and 



o a lease fee of $30,000 for each lease entered into by NZRLC. 
• Until NZRLC is party to an unconditional contract to acquire rural land it will not be liable to 

commence paying any fees to the Manager. 
• NZRLC will not have any employees and its management functions will be performed by the Manager 

under the Management Agreement.  

Where can I find out more details of the Management Agreement? 

• A copy of the Management Agreement can be found on the Offer Register at www.disclose-
register.companiesoffice.govt.nz and search for the offer number ‘OFR12993’. 

Why is the Manager structured as a limited partnership? 

• The Manager has been formed as a limited partnership called NZ Rural Land Management Limited 
Partnership (the Limited Partnership). Limited partnerships are required to have both limited 
partners and general partners.   Allied Farmers will be a limited partner and own 50% of the 
partnership interests. The general partner is a newly formed company called NZ Rural Land 
Management GP Limited (the General Partner). Again, Allied Farmers will own 50% of the shares in 
the General Partner. 

• A limited partnership has “pass-through” tax treatment in New Zealand, which means the tax 
consequences of the partnership’s activities flow directly to the investor partners. There is no 
separate layer of corporate tax. Because Allied Farmers currently has tax losses, this structure will 
enable income earned by Allied Farmers from the Manager to be offset against those losses. 
 
 

 


