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10 January 2018 

 

REQUISITIONING MEMBER’S STATEMENT &  

INITIAL FINDINGS FROM EXTERNAL INDEPENDENT INVESTIGATION 

 

Further to the Notice of Extraordinary General Meeting released to ASX on 15 December 2017 by Murray 

River Organics Group Limited (the Company), attached to this release (as Attachment 1) is the member 

statement received on 9 January 2018 from the requisitioning members, BLBD Pty Ltd and Meredith 

Nominees Pty Ltd (the Meredith Group) under section 249P of the Corporations Act.  

The Board of Murray River Organics Group Limited continues to recommend that shareholders: 

• Vote AGAINST resolutions 1 to 7 put forward by the Meredith Group (for the reasons outlined in the 

material previously sent to shareholders) 

 

• Vote FOR resolutions 8 and 9 put forward by the Company’s current Directors, to further strengthen the 

Board as it oversees the turnaround in the business. 

 

The Board questions the strategy (or lack thereof) outlined in the member statement from the Meredith 

Group on the basis of a lack of detail as to how the proposed directors would be more effective than the 

current Board (including the additional skills of Messrs Fisher and Kourou) and what their strategy requires 

from an operational perspective. 

The Board can say with confidence that the interaction and support of the CEO, Mr George Haggar, has 

been positive, detailed and transparent.  The current Board and management are getting on with business 

and successfully implementing their strategy, despite the distraction of this process.   

There is mutual support and trust between the current Board and the CEO, and it is important for 

shareholder interests to allow the current Board and management to continue with their reforms. 

Considering the content of the attached statement from the Meredith Group, the Board of Murray River 

Organics has prepared the following statement, including providing an update on the initial findings of the 

external independent investigation, to ensure shareholders are fully informed.   

Comments on member statement received from the Meredith Group    

The points raised by the Meredith Group in its member statement regarding capital mismanagement, poor 

vision, and poor decision making, are strongly refuted. 
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The Company’s 2017 financial year was impacted by poor performance outcomes, largely driven by a 

poor harvest in combination with poor crop management decisions, which necessitated the need for a 

capital raising.  The Board supported management in working through all the issues that the Board was 

made aware of, to ensure the Company had a balance sheet in place to provide the cash needed for its 

current operations and to appropriately position the Company for the future.  

Essentially, former management did not provide the Board with timely and sufficiently detailed information 

to have acted any differently in the circumstances.   Throughout the entire 2017 financial year, both co-

founders – Erling Sorensen and Jamie Nemtsas – were Board Members, as well as senior executives of the 

Company.   

Any comments by the Meredith Group relating to poor vision by the Board should be considered in light of 

the repeated requests by the non-executive Directors for the two co-founders to provide sufficient detail 

and actions to improve financial performance, which were simply not delivered. As shareholders are 

aware, the co-founders have exited their executive and board positions, a process facilitated and 

actioned by your Board. 

The following information is provided in response to each of the six arguments raised by the Meredith 

Group: 

Argument 1 

While the share price performance has been unacceptable, appropriate actions have been undertaken 

by the current Board to address previous management’s failings.  The Board maintains that action was 

taken swiftly when it was clear that the co-founders were not effectively leading the Company on a path 

to improved financial performance.  As shareholders are aware, the co-founders have exited their 

executive and board positions, a process facilitated and actioned by your Board. 

Argument 2 

As highlighted by the independent investigation initial findings (see page 3) it is reasonable to conclude 

that ultimately there was a disconnect with the Board and the Company’s co-founders.  

The Board was not given sufficient information from the senior executives to be able to diagnose and act 

any sooner than it did.  In fact, beyond Board concern and suspicion, confirmation of the poor decision 

making and management practices has only come to light after the Board took the decision to exit the co-

founders from their respective positions and commission an external independent investigation. 

Since the appointment of the Company’s new CEO – George Haggar – the Board has overseen a 

significant change agenda across many elements of the Company’s supply chain and the Directors are 

encouraged by the progress being made over a short period of time. Despite the ongoing distraction of 

this 249D shareholder meeting requisition process, the Board and CEO are getting on with business. 

Argument 3 

Poor harvest outcomes in 2017, in combination with poor operational decisions, had a substantial impact 

on the Company’s cash flow and liquidity. The Board had to act quickly to restore the Company’s financial 

position to ensure Murray River Organics had the required financial flexibility to operate and support a 

sustainable future.  
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The Entitlement Offer was undertaken in accordance with advice from Morgans Corporate and PAC 

Partners and was not made on abnormal terms. Its pricing was consistent with standard discounts at the 

time given the Company’s circumstances.  The Entitlement Offer needed to be undertaken to strengthen 

the Company's balance sheet, with proceeds being used to reduce debt and for working capital.  

Argument 4 

The Board remains very comfortable with the decision to acquire the Nangiloc property, and while the 

purchase of the farm had an impact on Company’s near-term cash position, it is a strategic asset that 

provides an attractive long-term growth profile.  That is the Board's job – long term strategic thinking.  This 

can be distinguished from the Colignan property acquired previously on a lease basis where no capital 

value benefit accrues to the Company.  

Since the acquisition of the Nangiloc property, the Company has fielded expressions of interest from a 

range of parties in the agribusiness sector and beyond to discuss how the Company will be maximising 

value creation from the circa 2,200ha of vacant soon-to-be certified organic land at this property.  The 

Board’s decision to acquire and not lease, was made with long-term shareholder value creation at the 

forefront of its mind.  

Argument 5 

Thorney Investment Group has been an investor in Murray River Organics since IPO, and has been a very 

supportive long-term shareholder. Thorney Investment Group’s cornerstone participation in the Entitlement 

Offer not only resulted in a more certain and cost-effective fund raising for the Company, it was also a 

clear sign of their support for the Company.   

Argument 6  

The ASIC infringement notice and the action taken by the Board to resolve the issue was not an admission 

of liability by the Company, nor was it a finding of any breach of law.  The Company, and its non-executive 

directors, have always taken their continuous disclosure obligations seriously, and are committed to 

keeping shareholders and the market fully informed. 

Overview of the initial findings from the external independent investigation 

As previously announced to the market on 9 November 2017, the Board took a decision to commission an 

external independent investigation into the business and operational practices and employee behaviours 

that may have contributed to the Company’s poor performance in the 2017 financial year.  The Board 

engaged a highly respected forensic accounting practice to undertake this investigation (which has not 

been completely finalised yet).  However, it is appropriate that all shareholders be updated on the 

investigation’s initial findings. 

As part of this external independent investigation, 11 current and former Murray River Organics’ personnel 

were interviewed.  In addition to the interviews, a substantial amount of electronic communications and 

material was analysed, including emails to and from various current and former Company employees, 

including Jamie Nemstas and Erling Sorensen. 

The key initial findings of the expert independent investigation are: 
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• On or about late January 2017, it became evident that the projected crop yield in the Sunraysia region 

had been impacted by adverse weather and this had been communicated by the Mildura operations 

team to senior management at the time.  At that time, senior management made a decision to 

convert planned fresh table grape harvest into dried fruit cluster harvest in order to mitigate the 

projected crop yield and pursue a higher sell price in the dried fruit cluster category. The conversion 

was poorly executed and subsequently failed. The independent directors were not advised of the full 

implications of this decision until the April 2017 Board Meeting, at which point the decision taken by 

senior management in January was irreversible. 

• Internal processes and procedures that were in place for the 2016 and 2017 harvest were poor and the 

independent directors were not promptly informed. In particular, processes relating to waste product 

and product to be reworked at the Mildura operations were highly questionable, and as soon as these 

poor practices overseen by senior management were uncovered by the Board, a provision for 100% of 

the incorrectly graded stock was taken up in the accounts and further disclosure made at the 2017 

AGM. 

• Poor practices relating to weighing of product at the Mildura operations overseen by senior 

management. This included ceasing the practice of weighing all fruit bins and instead applying a 

notional weight per bin. These practices – now fully rectified – were not disclosed to the Board until July 

2017, and ultimately triggered a full inventory review by the Board which was explained at the recent 

AGM.   

The external independent investigation is ongoing. The Board believes that the decisive steps taken in 2017 

to exit the co-founders, Erling Sorensen and Jamie Nemtsas, from the business was appropriate and that 

action is supported by the initial findings of the external independent investigation.  In addition, the 

appointment of new CEO George Haggar and adoption of strategies to improve supply chain 

performance are viewed as critical steps to move forward with business and ensure a strong and 

transparent relationship between the executive and Board.   

 

For further information contact:   

Media      Investors     

Tristan Everett      Eric Kuret 

Market Eye      Market Eye 

P: +61 403 789 096     P: +61 3 9591 8900 

E: tristan.everett@marketeye.com.au  E: eric.kuret@marketeye.com.au 

 

About Murray River Organics 

Murray River Organics Group Limited (ASX: MRG) is a leading Australian producer, manufacturer, marketer and seller of 

certified organic, natural and better-for-you food products. We service the organic, natural and healthy food and snack 

market globally. Our customers include industrial customers (such as cereal manufacturers, bakeries and confectionary 

manufacturers), retail customers (such as supermarkets, organic food stores, mass-market, e-commerce retailers and 

convenience stores) and food service channels (such as specialty and natural food distributors). We operate both in the 

domestic and international markets, with customers in 26 countries. 

 

For further information please visit www.murrayriverorganics.com.au
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