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Agriculture Fund III 
QUARTERLY REPORT – 31 DECEMBER 2020 

 

Key Investment Facts 

Trustee  Melbourne Securities Corporation Ltd  
(ACN 160 326 545, AFSL 428 289)  

Investment Manager Argyle Investment Management Pty Ltd (‘AIM’) 
(ABN 63 127 513 099, AR 343 792) 

Investee Company Kialla Group (incorporating Kialla Pure Foods 
and Aus Organic Feeds) 

Management Quentin Kennedy, Managing Director 

Sector Agribusiness Private Equity 

Date Invested 19 July 2016 

Amount Invested $12.3 million 

Ownership 33.3% of Kialla Group 
 80.0% of Kialla Farm (‘Lagoona’)  

Anticipated Exit FY22-24 

Location Kialla Group Factory 
Greenmount via Toowoomba, QLD 

Kialla Farms (‘Lagoona’) 
Cracow via Theodore, Central QLD 

Argyle 
Representatives 

John Corbett, Hugh Esler 

Price per Stapled 
Security 

 $0.6063 

Distributions paid to 
Date 

$0.0115 per stapled security 
(inclusive of franking credits) 

Fund Valuation Update 

The price per Stapled Security as at 31 December 2020 was 

$0.6063, marginally adjusted from $0.6054 as at 30 

September 2020.  

The unit price movement reflects a small increase in the mill 

valuation since 30 September 2020. 

Settlement of the sale of “Lagoona” and Kialla Farms Pty Ltd 

assets was completed on 21 December 2020, with some 

delays encountered on account of the acquirer’s financier. A 

distribution from the Fund’s 80% stake in the “Lagoona” 

property and Kialla Farms Pty Ltd will be paid to Fund 

investors imminently.  

The Kialla management team are continuing the 

implementation of their turnaround strategy for the organic 

grain milling business. Argyle continues to monitor 

performance and opportunities to restore value for the 

Fund’s milling investment.  

Key developments this Quarter include: 

 The Kialla Farm settlement was completed on the 

21 December 2020. 

 Following the sale, we are progressing an interim 

return of capital to investors, with the amount to be 

confirmed and distributed during February 2021. 

 Kialla Pure Foods successfully launched new retail 

packaging for its products, with strong market 

acceptance and increased retailer penetration. 

 No staff related COVID-19 issues impacted the mill 

or farm. Staff management plans have operated 

since mid-March. 

Kialla Farm update 

Farm Exit 

During the December quarter, the sale process for 

“Lagoona” and the Kialla Farms Pty Ltd assets was 

completed successfully with: 

 harvest of the winter wheat crop was finalised in 

October achieving above budgeted yields; 

 an online auction of all equipment and machinery 

successfully concluded in November; and 

 completion of the sale contract effected. 

The farm exit process delivered a solid overall result for 

unitholders with a final year trading profit from cropping; an 

above budgeted result from the sale of residual equipment; 

and, a strong negotiated result for the farm sale. All together 

this partial exit has marginally lifted the Fund unit price 

above that reflected in the September and June quarters. 

 
Figure 1: Lagoona – Final Harvest in mid-October  
Source: Argyle Capital, 2020 

 

 



  

 
Agriculture Fund III 

AGRICULTURE FUND III | QUARTERLY REPORT – 31/12/2020  
2 

At the date of this report, Argyle has received final tax and 

accounting advice to allow for a distribution of sale proceeds 

out of the asset level structures (operating company and 

landholding trust).  20% of the proceeds (~$1.34M) will be 

paid to Kialla Group (which is 33.3% owned by the Fund) to 

pay down existing debt facilities. The remaining 80% of sale 

proceeds (~$5.35M) will be paid to Kialla Trading 

Investments Trust and Kialla Capital Investments Trust and, 

after payment of accrued Fund level expenses, distributed to 

Fund investors. 

External tax and accounting processes at the Fund level are 

expected to be achieved by mid-February with a distribution 

to be paid to Fund Investors immediately following receipt. 

Confirmation of the distribution amount will be 

communicated to Investors through the Trustee, Melbourne 

Securities Corporation Limited. 

Kialla Group – Kialla Pure Foods (‘KPF’) 

Kialla Pure Foods was focussed on two key activities during 

the December quarter: 

1. The rollout of the new retail packaging across all 

products and retailers. This process has also seen 

Kialla take back some unsold lines of products 

under the old packaging from retailers and 

repackage these in order to remove a potential “old 

stock” overhang. 

2. Purchasing of new crop grain supplies at prices 

markedly lower than 2019/20 season. It will take 

Kialla some further time in 2021 to completely 

exhaust the high priced 2019/20 stocks.  The more 

expensive grain inventory may present some 

margin pressure for Kialla in the first half of 2021 as 

competitors offer finished products based on lower 

new crop pricing. 

Uncertainties stemming from COVID-19 impacted consumer 

demand and slowed retail demand in the December quarter. 

Kialla’s discussions with its retail partners and distributors 

were very positive in relation to 2021.  The company expects 

to see a wider range of products ordered by existing stores 

as well securing new retail stockists. New product 

development will also ramp into 2021 to further take 

advantage of the improved retail demand for Kialla’s 

products.  

The success of the re-launch was reflected in retail sales for 

the December quarter, which were the strongest for the 

2020 calendar year. However, at a whole of company level, 

the re-packaging exercise, pricing pressures and run-down of 

old stock all combined to result in a small trading loss for the 

quarter. 

Kialla has re-set its financial and budgeting year to align with 

the calendar year and grain supply seasonality to better 

capture the full impacts on trading performance. As a result, 

the budgets for 2021 have been set and are reflecting 

continued growth in the higher margin retail categories – 

this category exhibited 113% growth in calendar 2020 over 

calendar 2019 and further double-digit growth is expected 

from this category in calendar 2021. Kialla will seek to 

continue to service and maintain its customer base in its low 

margin wholesale categories but believes that the retail 

categories (domestic and export) offer the best opportunity 

for profitable growth and will focus its efforts in developing 

these through calendar 2021. 

  
 
Figure 2: Examples of old (left) versus new (right) Kialla retail 
packaging. 
Source: Kialla Pure Foods 
 

Seasonal Outlook  

Summer crop seasonal conditions remain generally 

favourable in most Kialla supplier growing areas. The 

southern and central Queensland areas were below average 

through to 31 December but have since received solid 

rainfall in January. Kialla has been locking in contracts for 

summer crops including corn and sorghum at favourable 

prices.  

 

  
 
Figure 3: Rainfall Deciles – October 2020 to December 2020 
Source: Bureau of Meteorology, 19 January 2021 
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Kialla Group – Aus Organic Feeds  

The high cost of organic grain is pressuring sales growth in 

the Aus Organic Feeds business. Many of its clients in the 

chicken eggs segment are under pressure due to market 

price sensitivity compared to free range and barn laid where 

feed costs have come down markedly with new crop grain 

supplies. At the same time, market opportunities for well-

priced feed grade organic grain has reduced which has 

inhibited Aus Organic’s capacity to maintain volumes into 

the dairy sector. 

There is potential relief from summer crop, but short-term 

margins are under pressure due to inability to pass on and 

hold increased organic feed prices. 

Despite these limitations, Aus Organic Feeds had a solid 

December quarter with sales in line with previous quarters 

and a breakeven result posted. 

Path to exit 

We have previously discussed the strategic reasons for 

progressing with a sale of the Lagoona farm and are pleased 

to have achieved a sale above the carrying value. 

The Kialla Group milling assets continue to work through a 

medium-term turnaround timeline.  In the best interests of 

Fund investors, we remain focussed on the execution of this 

turnaround as we also consider exit options in line with the 

originally anticipated timeframes.  We remain alert to and 

will actively pursue any suitable exit options that may arise 

in the meantime. 

 

 

 

For more information Phone: +61 7 3077 7910                   Email: investorservices@argylegroup.com.au  

IMPORTANT NOTICE 

This Report has been prepared by the Investment Manager and has not been prepared with the objectives, financial situation or particular needs of any individual person, or class 

of persons, in mind. Recipients should consider the appropriateness of the information and/or advice contained in this Report in light of their own objectives, financial situation or 

needs, before acting on that information and/or advice. This Report is not an offer or solicitation with respect to the purchase or sale of any investment. This Report is intended only 

for the person to whom it has been delivered. While we believe that this material is correct, no warranty of accuracy, reliability or completeness is given and, except for liability 

under statute which cannot be excluded, no liability for errors or omissions is accepted. This Report is for discussion purposes only and is being made available to you on a confidential 

basis to provide summary information regarding the Agriculture Fund III, Melbourne Securities Corporation Ltd ACN 160 326 545, AFSL 428 289 and Argyle Investment Management 

Pty Limited ABN 63 127 513 099, AR 343 792. Past performance is not indicative of future performance. This Report may not be reproduced or used for any other purpose. You 

should not construe the contents of this Report as legal, tax, investment or other advice. 
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