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Directors Annual Report

The 2017/2018 season saw our variable order sharemilker Ben Worker
achieve production of 225,126 kgMS. This was 2.9% behind the target of
230,000 kgMS and 1.3% behind the previous year’s production. The
production levels were impacted by a very wet spring followed by the dry
months of January and February. The final payout announced by Open
Country Dairy (OCD) was $6.71/kgMS, much higher than the payout levels
we have experienced for the last three years.

You will all be aware of the Mycoplasma bovis disease that has been
mentioned in the media throughout the season. M. bovis is a bacteria that
can cause serious health issues in cattle which can ultimately lead to a loss

of production and a lack of fertility in the animals. We are all hoping that MPI are winning in their
battle to control the disease and that it can be eradicated from New Zealand — only time will tell. The
disease is spread primarily by animal to animal contact or farm equipment that has been in contact
with the infected animals. We have increased bio-security measures to minimise the risk of
contacting the disease, and very closely monitor any stock moving back onto the farm.

Ben once again achieved excellent milk quality and received a Milk Quality Certificate with an
average Somatic Cell Count of 81,134; well below OCD’s target of 150,000 and this figure slightly less
than his previous season.

Eastbourne was ranked 17" out of 190 Open Country Suppliers. This achievement meant that we
were guaranteed all eight cents of the quality portion of the payout. This is an outstanding effort for
milk quality. We would like to congratulate Ben on this achievement, it is a fantastic reflection of his
diligence within the cow shed and the care that he and his team take with animal health.

A valuation of all land & buildings and stock were undertaken for the financial year. These were
completed by Logan Stone Limited and PGG Wrightson Limited respectively. Summaries of the
valuation documents are included in this report. For the 2017/2018 financial year Eastbourne has a
total estimated value of $10,018,670. This was made up of land and buildings of $6,762,000 and
$2,100,000 for the run-off. The stock was valued at $1,156,670. This is an increase in value of
$214,478. from the previous financial year. The rise in value is a sign that the markets are beginning
to stabilise and as the dairy industry begins to recover we are confident that the asset value will
increase. The share value for Eastbourne from the current accounts gives a net asset backing value
of $0.96 per share. For the 2017/2018 season the farm working expense (FWE) were $4.99
(Excluding Interest)

The directors are happy with production that the farm is achieving, however farm working expenses
are higher than we would like to see. This is due to unexpected repairs and maintenance (R&M)
costs along with some increased cropping and cultivation expenditure on the runoff. This season we
are very focused on these expenditure items and are looking to drive further efficiencies in
conjunction with Ben and the farm consultant.
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The improved milk payout has meant the farm has achieved a cash trading surplus of $470,603
before tax, which is a strong result. The directors intend to pay a cash dividend of $220,000 to
shareholders in December 2018. This equates to 2 cents per share plus imputation credits (Please
note imputation credits only apply to New Zealand shareholders).

The total capital expenditure for the year was $54,779 for the new garage at the main house and a
water system upgrade on a second house.

Mid year saw a change in Farm Administrator with Dot McDermott taking over the position from
Kate Murdoch. Will Dickie and Dot visited the farm early December just at the beginning of what was
a very dry period in the South Island. Dot met Ben Worker and looked over the farm and runoff.
They had the opportunity to talk about projects on hand currently and future projects to be taken on
over the 2018/2019 season.

I would like to take this opportunity to thank my fellow Directors Jeff Whitlock, Stephen Barr, our
Variable Order Sharemilker, Ben Worker and farm consultant, Jack Ballam for their contributions
over the past year.

The directors have once again given Ben the opportunity to rear a maximum of fifty calves as an
incentive to keep Ben with Eastbourne into the future. As part of this arrangement Ben purchases
the calves from Eastbourne and pays for any milk and feed used. Once the calves reach 100kg they
are removed from the farm.

Current Season Update

The production forecast for the 2018/2019 season has been set at 230,000kgMS. Currently
production at Eastbourne is tracking 10.56% ahead of last season outstanding early production. For
the current season, Open Country Dairy has forecast a milk price for the 2018/2019 season of $6.25
to $6.55. We have a maintenance schedule for the next three years to ensure we continue to
improve the quality of the farm. Improvements to the houses being a focus over the next year.

A shareholder visit to the farm is planned for March 2019.
| look forward to seeing you at the AGM.

Kind Regards,

/A L

Roger Dickie
Director

Eastbourne Dairy Farm Limited
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2017/2018 Eastbourne Dairy Farm Limited
MONTH TO DATE PRODUCTION
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2017/2018 Eastbourne Dairy Farm Limited
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Variable Order Sharemilker Report

Ben Worker

2017/2018 milking season was overall a good one on Eastbourne Dairy Farm, with a reasonable
winter and a fantastic spring we had a great calving. There was lots of feed ahead of the cows
and cows were in good condition leading into mating.

Thankfully the weather played its part during mating this season and we were able to achieve a
successful result of a 74% 6week in calf rate, 4% up on last season, and an overall 8% empty
rate, an improvement of 4% on the previous season.

With the very dry summer down in Southland we were lucky we had plenty of feed on hand and
were able to continue fully feeding cows and keep them milking well heading into autumn with
the help of brought in feed to carry us over until the rain arrived in autumn.

After the dry Summer we had a great Autumn, with a lot of grass growth and the cows in good
condition I was able to milk all 400 cows right up till the end of May and make up for some of
the production we lost over summer.

We dried off the cows on the 29th and 30th of May and trucked the cows off to winter grazing at
the McKee’s.

On farm this year, we were able to do some capital drainage at the runoff which has already
made a big difference to the paddocks we did.

We also had a car garage built on the main house which will be great as I had a lot of gear stolen
from the farm workshop in January.
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Photo: Roger Dickie, Jack Ballam and Ben inspecting finished garage

Our aim for the coming season is to carry on where we left off, with our number one goal of fully
feeding the cows and getting the best feed utilization possible, while keeping cost as low as we
can.

2016/17 2017/18
Effective hectares 164 164
Peak cows milked 484 480
Milk production 228,251 225,125
kgMS /cow 471 469
kgMS/Ha 1391 1373
Somatic cell count 82,000 81,500
6 week in-calf rate 70% 74%

While the cows were away at winter grazing and some maintenance jobs were completed on
farm, we all enjoyed a well-deserved winter break.

Ben
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PGG Wrightson

. . . P 46 Medway Street
Dairy Valuation with Inspection, ¥

Stock & Supplement Count

Gore
P O Box 64, Gore
31/5/2018 Telephone (03) 209 0300

Roger Dickie New Zealand Ltd Facsimile (03) 209 0188
A/C Eastbourne Dairy Farm Ltd

Re: Valuation of Livestock

In accordance with the agreement to value livestock dated 315 May 2018, and subject to the
terms of that agreement, we are pleased to provide a valuation of the livestock described below
to establish their market value on 31t May 2018

We report as follows:

Tally Age Description Value Total
Ex. Gst Ex. Gst
142 (Rgl Fri. & Fri.X, heifers - BW116, PW127, RA92%, $850.00 $120,700.00
102 (Rg2 Fri. & Fri.X heifers - BW 120, PW132, RA100%, $1,700.00 $173,400.00
342(2-8yr  |Fri. & Fri.X Cows $1,900.00 $649,800.00
17| 9yr+  |Fri. & Fri.X Cows $1,100 $18,700
1913 Titters |Fri. & Fri.X cows $900 $17,100
182-8yr  |Fri. & Fri.X cows - Late Calvers(Oct. Calving) $1,450 $26,100
Totals  ExGST $1,005,800.00
GST 15% $150,870.00
Total  Incl. GST $1,156,670.00

Supplements

Tally Description
52 4X4 Round Bales Straw at Milking Platform
445 4X4 Round Bales Balage at Runoff
241 4X4 Round Bales Balage at Milking Platform
23 4X4 Round Bales Hay at Runoff
57 Conventional Bales of Hay at Milking Platform




Summary Stock Count — Eastbourne Dairy Farm Ltd
142 Rg1 Heifers

102 Rg2 Heifers

396 M/A Cows.

Herd Details — PTPT Code: QLTX,

Mixed aged cows — BW74, PW93, RA93%,

Rg2 Heifers PTIC — Jersey Bull 27/10/17 removed 12/1/18. Calving from 5/8/18.

Herd calving from 9" August 2017 — 6 weeks A.l - LIC Friesian & Xbred, Tailed Hereford,
removed 15/1/18.

Late calvers: From 15" October

Herd Production 2017/2018, 469m/s average per/cow, Average SCC 90,000.

Tallies
Tallies verified by the Independent Stock Count

All Stock are in Good condition and Health at time of inspection.

In arriving at our opinion as to market value, consideration has been given to recent sales of
comparable livestock. This valuation has been prepared for the sole use of the addressee only.
Thank you for your instructions in this matter. Should any portion of this report require further

description or discussion, please contact the undersigned directly.

Yours faithfully
1 i
KBM‘-V

John Rawcliffe

Dairy Representative
PGG WRIGHTSON LTD



Disclaimer:

All details and descriptions as to livestock and/or chattels referred to have not been
independently verified by PGG Wrightson. PGG Wrightson takes reasonable care to ensure
accuracy and reliability in the information we provide you. However PGG Wrightson does
not warrant that the information will be technically correct, reliable or accurate or that
such information will satisfy any industry practice or statutory, regulatory or prudential
requirements. PGG Wrightson, its employees and agents give no representation or warranty
concerning the information’s accuracy (including, but not limited to the accuracy or
completeness of details and descriptions of livestock and chattels), quality or fithess for any
purpose. PGG Wrightson is not responsible for the results of any action taken either by you or
any third party in reliance on the information, or on the basis of calculations performed by PGG
Wrightson, nor for errors or omissions however occurring. Buyers, advisers and all other
persons viewing or dealing with the livestock and chattels must make their own assessment and
judgement on the livestock and chattels.

PGG Wrightson is not liable in any way (including negligence, tort and equity) to you or any
other person in connection with this valuation for any loss, costs, loss of income, profits,
savings or goodwill or for any indirect or consequential loss or special or exemplary
damages. To the full extent permitted by law, PGG Wrightson expressly excludes all

representations and warranties, express or implied.



Eastbourne Dairy Farm Limited
11 Eastbourne Park Road
SOUTHLAND

Desk Top Market Valuation prepared for:

Roger Dickie Limited

As at 31 May 2018

LOGANSTONE

PROPERTY ® SOLUTIONS ® VALUATION
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1.0 INTRODUCTION

1.0.1 Further to instructions from Dot McDermott we have undertaken a ‘Desk Top’ market
valuation appraisal on the above property in order to assess the market value for
financial reporting purposes. As per instructions we have been advised not to re-inspect
the property and have therefore relied on an inspection undertaken on 4 May 2015 and
described in our previous full report dated 12 June 2015. We have been advised there
has been capital expenditure of $35,000 being a garage and driveway improvements to
the main dwelling. Otherwise we base our assessment on the property being in similar
physical condition.

1.0.2 Due to not re-inspecting the property and not providing a full report this report does
not comply with international valuation standards.

1.0.3 The report complies with NZ IAS 16 and can be relied upon by Silks Audit for financial
reporting purposes.

1.04 Your instructions, as per our scope of work agreement, require us to make the following
valuation assessments;

Market Value as at 31 May 2018

2.0 PROPERTY CONCLUSIONS

2.0.1 A 170.8633 hectare dairy milking platform situated in the Thornbury district of
Southland which has been converted approximately 13 years. Milking 480 cows and
producing 225,000 kilograms of milk solids for the 2017/18 season. From a dairying
perspective location is regarded as good. Climate is suited for seasonal supply dairy
land use. The land is of flat to undulating contour and deep soils with pastures in good
heart. Overall layout is good being well subdivided into 51 paddocks, bore reticulated
water supply and well raced. Housing includes three dwellings which are of adequate
number of fair to good quality. The milking shed is of adequate capacity and in good
condition. There are adequate supporting farm buildings including a calving shed and
feed pad for 240 cows. Overall a good quality dairy platform being tidily presented and
achieving above Southland average production based on a higher supplement import
system. We estimate average efficient production to be 218,000 kilograms of milk solids
(1389 kg ms / effective ha).

3.0 VALUATION CONCLUSIONS

3.0.1 The appropriate valuation approaches for estimating the market value of a dairy unit
(where a dairy platform is deemed the highest and best land use) are the market
approach and income approach.

3.0.2 Under the market approach umbrella we use two main methodologies;

i) A summation approach on a per hectare basis. In this approach we determine the
relevant classes of land at a land value level and add the added value of
improvements, and chattels and plant as appropriate. This is then compared at a
market value per hectare level.

fidl STONE Page 3 of 28
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3.0.3

3.04

3.0.5

3.0.6

3.0.7

3.0.8

3.0.9

3.0.10

3.0.11

i) A summation approach on a per kilogram of milk solids based on estimated average
efficient production.

Under the income approach umbrella the two methodologies used are;

i) A capitalisation of the Earnings before Interest, Tax, Depreciation and Amortisation
(EBITDA) under average efficient management after an allowance for Wages of
Management. This capitalized sum provides an estimate of the Total Farm Capital
required to operate the business as a standalone unit. Deduction for stock, plant and
Fonterra shares are required to arrive at the appropriate realty basis that as dairy
units normally transact in the market. The milk price is based on the average past
five year actual and current forecast under average efficient management production
levels.

i) A multiplier of the milk price which is based on the average past five year actual
and current forecast under average efficient management production levels.

The above approaches are supported by analysed benchmark levels from sales deemed
most comparable in the market.

Our opinion of the quality of market evidence available is outlined in the below table:

Number of comparable sales Fair
Recent time frame Fair
Direct Comparability Fair

When assessing the market value of the subject property we have considered the
property features and compared the sales of other properties that have transacted
recently and have adjusted those sales to reflect the location, standard of
improvements, plantings, mixed age of plants and productive capacities compared to
the subject property.

There have only three unconditional dairy unit sales for 2018 to date. This is a reflection
of the low confidence in the dairy sector at present. From the limited recent sales
evidence there appears to be a continued decline in dairy farm sale prices over the 2017
year. In general the value drop is less for well-located and good quality dairy units with
dairy units of lower quality, inferior locations and larger scale impacted greater.

While farm gate returns have improved for the 2017/18 season and the recently
announced further improvement for the 2018/19 season this has yet to flow through in
improved sale prices.

The threat of an oversupply of dairy units coming to the market remains, but so long
as financiers view their clients positions to be not deteriorating, it is probable most will
be given further time to improve their financial positions.

The impacts on the farm market of recently announced Southland Regional Council
rules and Mycoplasma Bovis are yet to be seen.

Our income based valuation methodologies are based on a an average of the five past
seasons milk prices and the current forecast milk price which currently gives an average
milk price of $5.64 per kg milk solids.

i:]
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3.0.12 In the Southland dairy property market it is our observation that there are generally
three categories of dairy unit which have broad ranges of value bands. These bands are
mostly influenced by quality of property and infrastructure, location and production per
hectare. We have graded these properties as A, B, and C. ‘A’ type properties are quality,
good soil and contour units in the Central Southland and Southland Plains districts which
generally show good consistent production per hectare. ‘B’ type units are basic,
reasonably well located properties with Southland average type production. ‘C’ type
units are poorer dairy units which may have issues with buildings, location, contour and
shape etc.

3.0.13 In our opinion we assess the subject property as an A category.

3.0.14 Below is a summary of our market analysis and market value estimates under each
approach:

Valuation Approach Market Value Estimate

Per Hectare $6,550,000
Per kg Milk Solids. Average Efficient $6,540,000
Income Capitalisation $6,374,000
Multiplier of Milk Income $6,762,000

3.0.15 Our preferred valuation approach is the summated valuation approach based on
establishing the land value and summating the added value of improvements and
associated chattels and plant as outlined as we consider this a more accurate approach
to factor all the attributes of the subject property.

3.0.16 In assessing the value of the property we have undertaken an analysis of the property
in the market particularly looking at the strengths and weaknesses specific to this
property and how this relates to the wider market and economic conditions prevailing
at date of the valuation and over the short term that may influence the demand and

value levels.
o Well laid out. Good shelter e Environmental regulations
e Good soil fertility o Volatile milk price pay-out
e Good pastures o Soft Real estate Market
e Low input production system
o Good centrally sited milking shed
e More supplementary feeding for
production
fill LOGANSTONE Page 5 of 28
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4.0 MARKET VALUATION

4.0.1 After examining all factors and subject to the overriding conditions we conclude the
market value of the property as at 31 May 2018 is:

SIX MILLION FIVE HUNDRED AND FIFTY THOUSAND DOLLARS
($6,550,000) _

Apportioned as follows:
Value of Improvements

- Residential Improvements $556,000

- Productive Buildings $354,000

- Other Improvements $590,000
$1,500,000
Land Value $4,950,000
Realty Value — Land & Buildings $6,450,000
Household & Farm Chattels $30,000
Milking & Effluent Plant & Equipment $70,000
Market Value $6,550,000

The above valuation assessment is plus Goods and Services Tax (if any).

4.0.2 Unit analysis

Area 170.8633 ha (157ha effective pasture)
Ave Efficient Production 218,000kg milk solids  (1389kg ms/effective ha)
Land Value $28,971/ha $22.71/kg ms
Market Value (net of shares) JEEiICEEIE| $30.05/kg ms

4.0.3 Fonterra Shares are not included.
4.1 Certification
Experience

4.1.1 ‘The principal signatory has a minimum of five years’ experience in valuing
the subject class of asset, has all appropriate qualifications and registrations
enabling them to practice as a Valuer and has not been subject at any stage
to disciplinary action by the relevant professional governing body to prevent
them acting as a Registered Valuer.’

Independence

4.1.2 The signatories have no direct or indirect pecuniary or other interests in the
property being valued and are not aware of any other potential conflicts of
interest.

Professional Indemnity Cover

4.1.3 We certify that Logan Stone Limited hold professional indemnity insurance for
an amount of up to $5 million and note this may be less than the requirement
for insurance cover as set by the lender.

filll LOGANSTONE Page 6 of 28
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5.0 OVERRIDING CONDITIONS

Our valuation is subject to the attached Statement of General Valuation Policies.

This valuation is current as at the date of valuation only. The value assessed herein may
change significantly and unexpectedly over a relatively short period (including as a result of
general market movements or factors specific to the particular property). We do not accept
liability for losses arising from such subsequent changes in value. Without limiting the
generality of the above comment, we do not assume any responsibility or accept any liability
where this valuation is relied upon after the expiration of three months from the date of the
valuation, or such earlier date if you become of aware of any factors that have any effect on
the valuation. Unless otherwise stated our assessments are made in New Zealand Dollar
currency.

6.0 DISCLAIMER

6.0.1

6.0.2

Logan Stone Ltd prohibits the publication of this report in whole or in part, or any
reference thereto, or to the valuation figures contained therein, or to the names and
professional affiliations of the valuer, without the written approval of the valuer as to
the form and context in which it is to appear.

Our valuation has been completed in compliance with International Valuation Standard
framework. International Valuation Standards IVS 101 — Scope of Work, International
Valuation Standard IVS 102 — Implementation, International Valuation Standard IVS
103 - Reporting. We confirm that:

The statements of fact presented in the report are correct to the best of the Valuer’s
knowledge;

The analysis and conclusions are limited only by the reported assumptions and
conditions;

The Valuer has no interest in the subject property;

The Valuer's fee is not contingent upon any aspect of this report;

The valuation was performed in accordance with an ethical code and performance
standards;

The Valuer has satisfied professional educational requirements;

The Valuer has experience in the location and category of the property being valued;
The Valuer has made a personal inspection of the property; but not re-inspected for
the purpose of this report.

The Valuer holds an Annual Practicing Certificate; and

No one except those specified in the report, has provide professional assistance in
preparing the report.

i:]
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6.0.3 Should you require any further advice, do not hesitate to contact us.

Yours faithfully Reviewed by:
LOGAN STONE LTD

Grant Barron Jay Sorensen
B Com (Ag) VFM, MBA, ANZIV, MPINZ B Appl Sc (Rural Val) Agr Bus, MPINZ, ANZIV
Mob: 027 2789 663 Mob: 027 498 9932
E-Mail: grant.barron@loganstone.co.nz E-Mail: jay.sorensen@Iloganstone.co.nz
filll LOGANSTONE Page 8 of 28
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7.0 VALUATION METHODOLOGY

7.0.1 The report complies with (but excluding re-inspection and full report);

International Valuation Standards (IVS)

International Valuation Standards IVS 101 — Scope of Work

International Valuation Standards IVS 102 — Implementation

International Valuation Standards IVS 103 — Reporting

International Valuation Standards IVS 104 — Bases of Value

International Valuation Standards IVS 105 — Valuation Approaches and Methods
International Valuation Standards IVS 200 — Businesses and Business Interests
International Valuation Standards IVS 210 — Intangible Assets

International Valuation Standards IVS 300 — Plant and Equipment

International Valuation Standards 1VS 230 — Rea/ Property Interests

API & PINZ Valuation Guidance Notes (ANZVGN)
e Property Institute of New Zealand ANZVGN10 — Valuation of Agricultural Properties

PINZ Valuation Guidance Notes (NZVGN)
e Property Institute of New Zealand NZVGN1 - Valuations for use in New Zealand Financial
Reports

API & PINZ Real Property Guidance Notes (ANZRPGN)
e Property Institute of New Zealand ANZRPGN1 — Disclaimer Clauses & Qualification Statements

IFRS (NZIAS Accounting Standards)
e IFRS 13 - Fair Value Measurement
e IFRS 16 — Property, Plant and Equipment

Highest and Best Use

7.0.2 Under the Market Value definition to establish the value of the asset consideration must
first be given to the highest and best use of those assets. Also consideration and then
determination of the marketing period in the present market conditions considering the
wider economic and more specific market drivers that are occurring in this and the wider
primary sectors at date of the valuation report to determine the likely realisation period.
This is summarised as follows;

Highest and Best Realisation Alternate Highest

Use Period Months and Best Use
11 Eastbourne Park Road Dairy milking platform 6to8 Dairy Support

Market value is defined as:

7.0.3 “Market Value is the estimated amount for which a property should be exchanged on
the date of valuation between a willing buyer and a willing seller in an arm’s-length
transaction after proper marketing wherein the parties had each acted knowledgeable,
prudently and without compulsion.”

7.0.4 In considering the willing buyer/willing seller definition we have determined that the
marketing period in the present market conditions would be six to eight months. This
time period considers the wider economic and more specific market drivers that are
occurring in this and the wider primary sectors at date of the valuation report.
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7.0.5

Most dairy unit sales are made including land and improvements, Fonterra shares, farm
and household chattels, milking shed plant and equipment, effluent plant and
supplements for a 1 June delivery. It is on this basis that we will assess the fair market
value of the subject property (but excluding Fonterra shares and supplements).

Plant and Equipment

7.0.6

7.1

The valuation of the property includes the following items of plant and equipment:

1. Milking shed, plant and equipment.
2. Effluent plant equipment.
3. Farm chattels i.e. electric fence units.
4. Household chattels - normal.

Shares

7.1.1 This property has been assessed excluding any Fonterra shareholding held by
the owner (if any).

8.0 EMISSION TRADING SCHEME

8.0.1

Our valuation is made on the following basis in relation to ETS obligations based on
information supplied:

There are no pre 1990 forests associated with the property which will attract
deforestation liabilities

The property is not registered as a participant under the Climate Change Response
Act 2002

If, on the provision of further information, confirming areas, status or liabilities are
different from our above assessments, Logan Stone reserves the right to alter the
valuation assessment accordingly.

9.0 MARKET EVIDENCE

9.0.1

9.0.2

The valuation has been determined by comparison to known sales of similar properties
initially in this locality but also further afield if required. These sales have been fully
analysed into the various components that they contain with adjustments then made
for size, floor areas, age and condition of improvements, location and date of sale.

From the available market evidence, the transactions highlighted red in the below
comparable sales analysis summary are those considered to be the most relevant to the
subject property. The sale information is information that is publicly available. We have
applied our own estimates of average efficient production as these may alter from
production levels as advertised with the property. Further information is likely to be held
by Logan Stone on the analysed property. This information often collected from
inspections and valuations has been provided to us on a confidential basis and is not
deemed to be public and therefore cannot be reproduced within this document. The
Net Sale Price includes land and improvements, household and farm chattels and
milking shed plant and equipment but excludes Fonterra shares, the Net Sale Price per
hectare is the Net Sale Price divided by the title area, while the Productive Land Value
per hectare is the productive land value exclusive of the lifestyle component, if any,
over the total area.

i:]

STONE Page 10 of 28

Mtr No: 180531 6176 Eastbourne Platform Short report



9.1 Comparable Sales
9.1.1 The below comparable sales summary are recent sales that we have relied on in establishing the market value of the subject property.
9.1.2 We have placed greater weight on those sales highlighted red.

Sale
price
per kg
milk
solids
net of
Shares

MV Net as
multiplier of Milk
Price - ave eff. 5 yr
ave plus forecast

Sale
Price per
Production ha net of
per ha Shares

ROTFC (ave
efficient)
rolling ave
payout

Land value
SP / ave Land value per kg milk
effkgms per ha solids

LV/ave
eff kg ms | Comments

Quality
Ranking

Relationship to

Location Sale date Sale Price subject property

119 Dobbie Road,  23/11/2016 $8,010,000 182.5 1183 $43,879 $37.08 $37.08 $34,950 $29.54 $29.54  Purchased by Fonterra for factory liquid effluent. Premium paid. Run in conjunction A 3.8% 6.60
Edendale with adjoining land and some land leased for tulip bulbs. Good Edendale soils

dominant soil type. Good main dwelling and worker accommodation unit. 54 bail

rotary. Adequate farm buildings.
615 Omutu Road, 1/02/2017 $5,100,000 178.1 1003 $28,633 $28.54 $28.39 $22,375 $22.30 $22.19  Below average producing platform. Undulating / rolling Waimatuku, Woodlands, B 5.4% 4.90
Ermedale Oteramika and Makarewa soils. Two dwellings, 36 herringbone milking shed. Full

range farm buildings.
1747 BIuff Hgwy, 14/02/2017 $3,650,000 196 539 $18,623 $34.57 $34.60 $14,630 $27.16 $27.19  Semi self-contained dairy unit wintering 350 cows on. Sandy Riverton and Otaiatai C 4.4% 6.00
Bluff soils with some Invercargill peat soils. Split level four bedroom dwelling and worker

accommodation. 26 herringbone milking shed. Full range farm buildings. Milking

platform land value analyses $16,000/ha
194 Tiwai Road, 31/01/2017 $2,600,000 116.5 773 $22,318 $28.89 $30.66 $17,811 $23.06 $24.47  Basic small scale, inferior quality and location dairy unit. Mostly flat kapuaka soils with B 4.0% 5.30
Woodend 12 hectares developing peat and 14 ha undeveloped peat. Average dwelling. 25 HB

milking shed
5 Chewings Road,  22/03/2017  $19,500,000 801.9 873 $24,317 $27.86 $27.59 $18,543 $21.24 $21.04 Two adjoining large dairy platforms at Mossburn. Flat to rolling contour. Three B 5.2% 4.80
Mossburn dwellings plus large accommodation unit. 1 x 80 bail rotary and 1 x 60 bail rotary

milking sheds. Full range of farm buildings.
74 Reid Road, 28/03/2017 $3,175,000 80.9 988 $39,228 $39.69 $38.83 $28,868 $29.21 $28.57  Small Central Southland dairy unit. Flat contour. Braxton and Glenelg soils. Main four A 3.7% 6.70
Drummond bedroom 1970s dwelling plus cottage. 40 herringbone milking shed and fair farm

buildings.
1240 Motu Rimu 12/04/2017 $1,750,000 78.4 1060 $22,321 $21.06 $28.76 $16,735 $15.79 $21.56  Good location but small poorly presented dairy unit with inferior dwellings and farm C 4.0% 5.00
Road, Motu Rimu buildings. Rolling to flat with ragwort problem.
685 Benmore 5/04/2017 $3,250,000 124.0 992 $26,210 $26.42 $26.06 $18,248 $18.43 $18.43  Milking Platform area of a larger pastoral property. Rolling to stronger rolling. Two B 5.6% 4.50
Otapiri Road, average dwellings, 44herringbone milking shed and good support buildings
Benmore
1255 Brydone 12/05/2017 $4,400,000 182.2 724 $24,149 $33.33 $30.56 $19,100 $26.36 $24.17  Lower quality dairy with rolling contour and below average production. Poorly B 4.6% 5.30
Glencoe Road, Te presented. Two average dwellings and basic milking shed. Adequate farm buildings.
Tipua
78 Robertson 11/04/2017 $6,346,000 154.8 1200 $41,000 $34.18 $36.72 $32,051 $26.72 $28.71  Part of a larger dairy unit in good location. Average 1950s B&R dwelling. 54 rotary A 4.2% 6.3
Road milking shed with ACRs & Protrack drafting. Ex woolshed / covered yards for calf

rearing. Physiographic zone mostly Central Plains. Mostly Braxton & Pukemutu soils.

Flat contour. New effluent 2015. Milking shed and effluent over capitalised. One

dwelling short.
1136 Motu Rimu 1/08/2017 $1,700,000 91.7 725 $18,536  $25.58 $26.50 $12,970 $17.90 $18.54  Poorly presented with considerable ragwort. Large average dwelling. Inferior milking C 4.7% 4.50
Road shed. Vendor under financial pressure. Gleyed and Lignite Physiographic zones.

Titipua and other deep soils.
1107 Moto Rimu 7/08/2017 $2,750,000 123.3 903 $22,291 $24.68 $24.14 $16,805 $18.61 $18.20  Near flat. Lignite and Marine terraces physiographic zone. Kapuka and Tiwai soils.
Road Ragwort. Poor presentation. Two basic dwellings. Newer 40 aside herringbone milking

shed. Limited farm buildings. Vendor under financial pressure. C 5.7% 4.10
630 East Chatton 7/03/2017 $6,500,000 166.6 1284 $39,010 $30.37 $37.40 $26,084 $20.31 $25.01  Private sale. Well presented dairy platform that had been run in conjunction with A 4.1% 6.50
Road, Gore adjoining lease. Undulating with predominantly Waikoikoi soils. Gleyed Physiographic

zone. Two good dwellings, 50 bail rotary milking shed. 2500m2 herd home. Good

range farm buildings.
27 Capil Road, 12/07/2017  $11,200,000 292.9 871 $38,230  $43.92 $35.67 $24,729 $28.41 $23.07  Well presented unit which has been run as self-contained with winter milking. A 4.8% 6.10
Grove Bush Pukemutu / Braxton / Pebbly Hills /Otanamomo soils. Mostly Gleyed Physiographic

zone. Three good dwellings, high spec 64 bail rotary with covered yard and adjoining

free stall barn with stalls for 600 cows, 110 yearlings. Full range other buildings. New

consent for 850 cows through to 2026.
63 Howe Road, 14/08/2017 $1,975,000 78.6 636 $25,127  $39.50 $33.81 $17,821 $28.01 $23.98 Inferior small scale dairy unit in Eastern Southland. Rolling contour. Mainly Oxidising C 3.8% 5.70
Willowbank physiographic zones and Chatton soils. Four bedroom dwelling, 16 aside herringbone.
208 Cross Road, 7/09/2017 $2,850,000 64.5 1317 $44,151 $33.53 $37.77 $31,134 $23.64 $26.63  Predominantly Oxidising with some gleyed Physiographic zone. Waikiwi and Waianiwa A 4.0% 6.40
Spar Bush soils. Near flat. Good shelter. Four bedroom dwelling, 24 aside herring bone milking

shed. Full range other farm buildings.
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Location

Sale date

Sale Price

Area

(ha)

Sale
Price per

Production ha net of

per ha

Shares

Sale
price
per kg
milk
solids
net of
Shares

SP / ave Land value per kg milk

eff kg ms

per ha

Land value

solids

LV/ave

eff kg ms | Comments

Quality
Ranking

ROTFC (ave
efficient)
rolling ave
payout

Relationship to
subject property

MV Net as
multiplier of Milk
Price - ave eff. 5 yr

ave plus forecast

975 Motu Rimu 26/09/2017 $2,125,000 120.0 794 $17,708 $22.32 $23.98 $9,958 $12.55 $13.49  Part of a larger dairy unit which had best of land sold off separately. Now marginal C 5.8% 4.10
Road, Motu Rimu size dairy unit being poorly presented with peat land only partly developed. Approx
50:50 Peat and lignite physiographic zones. Otanamomo and Kapuka soils.
Undulating. New 215m2 dwelling plus cottage. 40 aside herringbone with fair farm
buildings.
89 McGregor 5/10/2017 $4,750,000 170.9 918 $27,783 $30.25 $29.43 $20,634 $22.47 $21.86  Mostly Waikoikoi soils with some Jacobstown and Wendon. Bedrock / Hill Country B 5.3% 5.00
Road, Wendon Physiographic zone. Rolling contour. Refurbished 1950s dwelling with 2nd dwelling
Valley added 2005. Herring bone milking shed. Good range other farm buildings.
599 Papatotara 24/10/2017  $2,470,000 96.0 1198 $25,729  $21.48 $24.16 $18,883 $15.76 $17.73  Smaller Western Southland dairy unit on once a day milking. Flat to undulating. B 5.5% 4.10
Road, Tuatapere Average dwelling and 30 aside herringbone milking shed
50 Woodstock 19/10/2017 $6,000,000 148.2 1640 $40,486 $24.69 $35.08 $26,511 $16.17 $22.97  Part of a larger property. Very tidy and high producing unit. Near flat Waikiwi soils. A Similar 4.4% 5.90
Road, Dacre Oxidising and Gleyed Physiographic zone. Two dwellings, 50 bail rotary milking shed
and good support buildings. Two Paragon wintering sheds with adjacent concrete for
650 cows.
2130 Riverton 19/10/2017 $4,977,432 124.4 1768 $40,012  $22.62 $35.56 $26,954 $15.24 $23.96  Well presented unit with two dwellings, 30 Aside herringbone milking shed, 350 free A Similar 4.4% 6.00
Wallacetown stall cow barn and good farm buildings. Edendale soils on top terrace and lower flats
Road, Thornbury (floodable) Makarewa soils. Cow Barn appears to be discounted. Sold previously
March 2016 for $4.67m. Current production considerably higher.
351 Mataura 15/11/2017 $2,670,000 86.4 1093 $30,897 $28.27 $29.73 $22,911 $20.96 $22.04  Small scale dairy unit. Fleming, Mataura and Riversdale soils. Near flat contour with B 4.7% 5.00
Island Road, some Mataura River frontage. Average 1950s style dwelling. 24 bail rotary milking
Mataura Island shed. Fair range farm buildings.
444 Otautau 13/12/2017 $6,858,200 190.4 1208 $36,020  $29.82 $31.16 $28,289 $23.42 $24.47  Sold in two parts. Near flat Aparima, Pukemutu and Makarewa soils. Approx 16 ha A 4.9% 5.30
Nightcaps Road semi developed peat. Gleyed and Peat physiographic zone. One dwelling, 54 bail
rotary milking shed. Fair range farm buildings.
33 McStay Road, 7/12/2017 $4,250,000 144.2 756 $29,473  $38.97 $31.15 $24,540 $32.45 $25.96  Undulating. Long L shape. Mostly Mokotua and Woodlands soils. Gleyed physiographic B 5.0% 5.30
Rimu zone. Approx 13 ha QEII covenant. Currently leasing adjoining 40 ha and run as self-
contained unit. Average main dwelling. 24 aside herringbone. Good range other farm
buildings
1 Lawson Road, 19/12/2017  $10,200,000 337.3 949 $30,240 $31.88 $30.23 $22,040 $23.23 $22.04  Waituna catchment. Waikiwi, Mokotua, Woodlands and Tisbury soils. Gleyed and B Inferior 5.1% 5.20
Mokotua Oxidising Physiographic zones. Undulating contour. Five dwellings, 60 bail rotary
milking shed. Good supporting farm buildings.
1007 North 22/12/2017 $6,120,000 170.0 1052 $36,000 $34.22 $33.35 $25,329 $24.08 $23.46  Flat to undulating contour. Gleyed and Oxidising Physiographic zone. Pebbly Hills, A- Inferior 4.5% 5.70
Makarewa Grove Tomoporakau and Tisbury soils. Three dwellings, 50 bail rotary, large calf shed and
Bush Road, Grove supporting sheds. Has been run in conjunction with another 63 hectares.
Bush
247 Mataura 3/01/2018 $2,800,000 90.5 1183 $30,933 $26.14 $27.72 $23,277 $19.67 $20.86  Small scale platform boundering Mataura River. Mataura, Riversdale and Fleming soils. B 4.8% 4.70
Island Road Riverine Physiographic zone. 1960s B&R dwelling, 18 aside herring bone milking shed.
Good supporting farm buildings.
231 Mokotua 21/12/2017 $3,450,000 97.1 823 $35,512 $43.13 $32.58 $27,762 $33.71 $25.47  Well presented smaller scale dairy unit. Waikiwi, woodlands and Mokotua soils. B+ Similar 4.5% 5.60
Road, Mokotua Oxidising and Gleyed physiographic zones. Three bedroom dwelling, 30 aside
herringbone milking shed, implement shed and calf shed.
2237 Winton 18/04/2018 $2,075,000 90.2 1020 $23,008 $22.55 $24.36 $16,865 $16.53 $17.85  Mostly Pukemutu soils. Undulating to hill at back. Older 3 bedroom dwelling, Upgraded B- 5.7% 4.10
Hedgehope Road, 18 aside herringbone milking shed. Fair other farm buildings. New 200 cow feed pad.
Hedgehope Currently wintering on.
136 Selbie Road, 1/05/2018 $5,472,000 305.2 524 $17,926 $34.20 $30.66 $11,332 $21.62 $19.38  Inferior shape dairy unit converted in 2015. Not all milked off with circa 20 ha non C 4.5% 5.20
Lowther effective river bed and part cut and carry. Access issue with one block. Gore, Oreti,
Lumsden and Riversdale soils. Mostly Oxidising Physiographic zone with some
Riverine. Two dwellings. High specification 54 bail rotary milking shed with 3,000m2
feed pad attached. Large range farm buildings.
Average $29,992 $30.66 $31.12 $21,938 $22.49 $22.76 4.7% 5.33
fil LOGANSTONE Page 12 of 28

Mtr No: 180531 6176 Eastbourne Platform Short report



10.0 VALUATION APPROACHES

10.0.1

10.1

We consider the following four valuation approaches the most appropriate for
estimating the market value under current market sentiments.

Summation Valuation per Hectare

10.1.1

When assessing the market value of the subject property under this approach
the land value for the appropriate range of land classes is established and the
assessed added value of improvements is calculated. Chattels, milking plant
and equipment, effluent plant and Fonterra shares are added on a similar
basis if appropriate. The final summated figure is then compared with the
comparable sales evidence at a similar benchmarked level.

Land Value

10.1.2

10.1.3

10.1.4

Land Value is determined by sales of property that have no or limited
improvements contained on them. Where sales of this type are low in volume,
sales of partially or fully developed properties, or listings, are analysed to
derive a base land value. When there is a paucity of sales information from
specific locations information is drawn from other locations to allow analysis
to occur to derive a base land value. This base land value is then further
analysed to the varying land classes or soil types, whichever approach the
market is using to determine the value of the land at that time for the sector
and location where the market activity is occurring. Further analysis is
undertaken at a more cursory level on productive based measures i.e. stock
units, kg milk solids, per hectare or by total property. This consideration has
less weighting placed upon it due to the large variation that can occur due to
management capability and capital utilised. Consideration is given to the
deemed “average efficient” production levels that have been analysed for each
sale and the subject property.

Based on the above approach the sales analysis indicates that properties in
this locality have land values within the following range as a base land value.
These land values are for the productive component only and exclude any
lifestyle or building right premium that may be paid above the underlying
productive component. If the property contains any lifestyle or building right
premium this is then added to these underlying productive values. This
approach is consistent with the approach adopted when analysing sales.

Central Southland Deep $ 22,000- $32,000/ha $29,000/ha

We have adopted a value at the mid-range due to the current production
levels, location and general appearance and presentation of the land at
inspection.

i:]
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10.2

Improvements

10.2.1

When undertaking the assessment of the improvements contained on the
property we have considered two methodologies:

Replacement Cost Approach

10.2.2

We have summated our estimate of the cost to replace the buildings and other
improvements less an appropriate allowance for depreciation to reflect the
unexpired portion of the economic life due to physical depreciation, functional
obsolescence and any relevant external or environmental factors so as to
arrive at a value. This approach is termed the Cost or Depreciated
Replacement Cost Approach. This approach is often used as a fall back
approach or for specialised assets when sales or other market derived
information is not available.

Sales Approach

10.2.3

10.2.4

10.2.5

The Added Value Approach is derived from analysis of sales with
apportionment of the improvement value based on the various improvement
components or individual building values. It is a variation of the sales
approach. This approach determines the added value of the buildings and
other improvements to the property as determined by the current market
situation and completed sales. It considers the value of the building
improvements and other improvements based on utility and functionality they
add to the property and how the market is reflecting those features at that
time.

The Net Rate approach is based on the analysis of sales. The analysis
considers the component parts of the improvements i.e. rate per m2 of
building, rate per metre of fencing, rate per tree/vine etc. These rates are
then applied back to the subject property and the various improvements
contained on that property to provide an additional approach to value of the
improvements.

The combination of these approaches forms the basis of the improvement
value assessment, with priority and more weighting placed on market based
information.

Improvements Comment

10.2.6 Housing: Large fair quality manager’s residence. Three staff dwellings of fair
to good quality. The number of dwellings and accommodation numbers is
inadequate. A further accommodation facility for staffing levels of this size
property is warranted.

10.2.7  Milking shed: Well sited and in good condition with slight under capacity but
manageable.

10.2.8  Productive farm buildings: Adequate range and condition

10.2.9  Fencing and subdivision: Good

10.2.10 Farm stock water supply: Good
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10.2.11 Races and layout: Good

10.2.12 Effluent:

10.2.13 The below outlines our summation valuation worksheet under this approach:

Unit
Description Area Price Provisional Final
Flat to undulating deep Central Southland 170.8 29000 4953200
0 per ha
Total Land 170.8 4953200 4950000 $4,950,000 $28,971
Improvements
Fencing No Pdks Av pdk size Area Rate VTP
51 34 170 350 59500
Water Supply 170 350 59500
Races & Lanes 5450 25 136250
Effluent 1 245000 245000
Bridges 0
Underpass 0
Shelter 1 10000 10000
Other 1 80000 80000
Total Paddock
Improvements 590250 590000 $590,000
Paddock Value $5,540,000 $32,424
Building Age Condition Qty Rate VTP
Dwelling 1970s G 146 1200 175200 $175,000
Carport 1970s G 30 400 12000 $12,000
Garage 2018 G 25000 $25,000
Surrounds 1 24000 24000 $24,000
1930s +
Dwelling additions F/G 156 1000 156000 $156,000
Sleep out 1930s F/G 23 750 17250 $17,000
Decking 45 100 4500 $4,000
Surrounds 1 15000 15000 $15,000
Dwelling 1960s F/G 103 1100 113300 $113,000
Verandah 31 150 4650 $5,000
Surrounds 1 10000 10000 $10,000 $556,000
Milking shed 2003 G 40 6000 240000 $240,000
Workshop 1970s G 90 150 13500 $13,000
Implement 1970s F/G 76 50 3800 $4,000
Hay Barn 1980s F/G 70 50 3500 $4,000
Calving Shed 1990s G 387 100 38700 $39,000
Calf 1980s G 133 50 6650 $7,000
Woolshed 1980s G 165 100 16500 $16,000
Covered Yards 1980s G 486 50 24300 $24,000
Calf 1980S G 90 50 4500 $4,000
Old woolshed 1950s F/G 135 20 2700 $3,000  $354,000
Total Buildings 911050 $910,000 $910,000
Total Improvements $1,500,000
Total Land & Improvements $6,450,000 $37,749
Household Chattels $20,000
Farm Chattels $10,000
Milking and Effluent Plant & equipment $70,000
Supplement
per ha
Market Value net of Shares $6,550,000 $38,335
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10.3 Summation Valuation per kilogram Milk Solids

10.3.1

10.3.2

10.3.3

10.3.4

10.3.5

The common benchmark of analysis for dairy unit sales is the sale price per
kilogram of milk solids (kg ms) produced. Caution needs to be taken with this
approach as levels of production can vary significantly between properties as
some are partly or totally self-contained and / or significant supplements can
be brought onto the property which are used for lactation and can distort the
property’s underlying pasture based productive ability. In our opinion it is
more appropriate to analyse sales and assess the property on an ‘average
efficient level of management’ as this provides a better reflection of market
sentiments and reduces the variability of benchmark range.

Most dairy platforms managers import supplementary feed to some degree as
a tool to lengthen the milking season, improve herd condition scores, help
with returning cows to get in calf and attain peak milk production. Other
managers supplementary feed all season which is mostly determined by
economics and the relationship between the milk price and cost of feed. In
high payout years it is common for more supplementary feeding to be done.
When determining average efficient production we do include some
supplementary feeding. This is dependent on how we consider the market
would likely manage the property based on many factors including feeding
systems and facilities available, along with other physical characteristics of the

property.
From the sales analysis summary the market reflects the below range and

average:

Range per kg Milk Adopted Level for
Solids Subject Property

$26 to $38 $30

We have adopted the level at slightly below the average of the comparable
sales due to the location, production levels and quality of soils.

We can now estimate the market value as;

Average Efficient  Market Value per kg Estimated Market
Production Milk Solids Value

218,000 kg ms $30 $6,540,000

10.4 Income Valuation Approach — Income Capitalisation Approach

10.4.1

This approach estimates the market value by capitalising the earnings before
interest, tax depreciation and amortisation (EBITDA) after calculating Gross
Farm Income, Farm Working Expenses and making an allowance for Wages
of Management based on average efficient production. From the market
evidence we analyse and determine an appropriate capitalisation rate. On
capitalising the EBITDA we arrive at an estimate of Total Farm Capital required
to run the property as a standalone unit. We then need to deduct the capital
required for Fonterra shares, stock and plant if appropriate. The remainder is
the estimate of market value of the subject property of land and
improvements, chattels and plant consistent with our other approaches
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10.4.2

10.4.3

10.4.4

10.4.5

adopted. This approach is the same as applied to our analysis of the market
sales evidence.

Under this approach requires a number of key assumptions to be made. A key
assumption is the milk price used in determining the gross farm income. We
prefer the adoption of an average of the previous five year actuals and the
Fonterra forecast at the time of valuation or sale. This allows a smoothing of
volatility that can be shown with milk payouts but more importantly is a better
fit for the description of a knowledgeable seller / buyer in the market value
definition. The resultant milk price under this formula is also more in line with
major rural financiers’ long term payout projections when assessing credit
applications.

The capitalisation rate, being the market analysed return on total farm capital,
is determined from our sales analysis and is is provided below:

Capitalisation Rate Range Adopted for Property

3.7% to 5.8% 4.6%

We have adopted a capitalisation rate due to the good location, size and
location of the property.

Our workings of this methodology to estimate the market value are shown
below.

Av Eff ms Total

Gross Farm Income 218,000 Milk Price $5.64 per kg ms $1,229,520
218,000 Dividend $0.30 per kg ms $65,400
218,000 Stock $0.35 per kg ms $76,300
Other Income $-
GFI Total $1,371,220
Farm Working Expenses 218,000 $4.00 per kg ms $872,000
Other $-
Total Expenses $872,000
Wages of Management $100,000 $100,000
EBITDA $399,220
Market analysed capitalisation rate range 3.7% to 5.8%
Adopted capitalisation rate 4.6%
Total Farm Capital $8,678,696
Number Price
less Shares 218,000 $5.17 $1,127,060
Cows 480 $1,800 $864,000
R1 Heifers 120 $800 $96,000
Plant 218,000 $1.00 $218,000
Land and Improvements, Chattels and Milking Plant $6,373,636

10.5

say $6,374,000

Income Approach — Multiplier of Milk Price

10.5.1

This approach is a high level approach which enables the market value of land
and improvements to be assessed as a multiplier of the milk income for the
property. To establish the milk price we adopt of an average of the previous
five year actuals and the Fonterra forecast at the time of valuation or sale.
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10.5.2

We prefer to use a milk price multiplier as this enables some comparison with
other milk supply companies other than Fonterra. Milk price is also a better
reflection of the trend in global dairy commodity prices.

The below is our estimate of market value using this approach;

Average Efficient production - kg milk 218,000
solids

Average of 5 year historic plus Fonterra $5.64
Forecast Milk Price at date of valuation

Total Milk Income $1,229,520
Market Analysed Range of Multiplier 4.1t06.7
Adopted Multiplier 5.5
Estimated Market Value of Land and $6,762,360

Improvements, Chattels and Milking
Plant Equipment
Say $6,762,000

10.6 Valuation Approach Summary

10.6.1  Below is a summary of our market analysis and market value estimates under
each approach:
Valuation Approach ~Market Value Estimate
Per Hectare $6,550,000
Per kg Milk Solids. Average Efficient $6,540,000
Income Capitalisation $6,374,000
Multiplier of Milk Income $6,762,000

10.6.2  While all the above approaches arrive at a reasonable range, our preferred
valuation approach is the summated valuation approach based on establishing
the land value and summating the added value of improvements and
associated chattels and plant as outlined as we consider this a more accurate
methodology.

10.6.3  We therefore adopt the market value at $6,550,000.
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11.0 MARKET COMMENTARY

New Zealand Dairy Industry

11.0.1

11.0.2

11.0.3

11.0.4

11.0.5
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The New Zealand dairy industry produces circa 19 million tonnes of milk and exports
some 95% of milk produced. This accounts for approximately 33% of cross border
traded dairy products globally yet New Zealand'’s production only accounts for 2% of
total global dairy production. As a consequence shifts in the supply / demand equation
of global dairy commodities can cause considerable farm gate milk price volatility both
up and down. While dairy unit sale prices do not necessarily immediately reflect changes
to current farm gate milk prices, any investor in a dairy unit should be aware of the
volatility of farm income that can occur in the industry.

The New Zealand dairy industry is dominated by Fonterra which is a supplier owned co-
operative. Fonterra was formed in 2001 with the objective of maximising returns to its
supplier owners through economies of scale and the ability to be a dominant participant
in the global dairy trade. At the time of formation Fonterra processed around 96% of
the New Zealand milk supply and is currently sitting at approximately 82%.

Since the formation of Fonterra there have been several start up processing companies
enter the market in addition to the existing companies such as Open Country Dairy,
Westland Dairy Co-op and Tatua. Most of these companies operate in geographically
isolated areas.

With Fonterra being the dominant processor/ marketer, together with their willingness
to publically release actual and forecast farm gate payout information, disclose results
of their global dairy trade auction and comment on the state of the dairy industry and
factors’ affecting their performance, their commentary is relevant to the dairy real estate
market. Their pay out is consistent across New Zealand to supplier shareholders.

The below graph outlines Fonterra’s historical and the current forecast for milk price
and dividend;

Fonterra Payout

$0.30

$0.27 $0.32 $0.32

$0.34

Milk Price Cash Dividend Source: Logan Stone Limited Research

11.0.1 At the time of writing, Fonterra’s current forecast payout projection for the 2017/18
season for both the milk price and distributable profit as announced at the 23 May 2018
is $6.90 / kg milk solids. This announcement was a 20 cent per kilogram milk solids
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increase on previous season milk price forecast announcements due to improved dairy
commodity sale prices. The forecast milk price for the 2018/19 season is $7.00/kg milk
solids. Industry commentators suggest the outlook remains uncertain due to global
economic conditions as supply and demand factors rebalance.

11.0.2 Recent ‘global Dairy Trade’ auctions have shown a slight decline after a period of
improvement through late 2017. Volatility in dairy commodity prices has been a theme
of many commentators over recent seasons. This is shown in the below Global Dairy
Trade Price Index over 10 years as provided by Global Dairy Trade.

The Southland Dairy Industry

11.0.3  The number of dairy farms in Southland has grown dramatically over the past fifteen
years from 602 in 2002 to 989 in 2017 and now represents around 11.6% of the national
herd and 12.6% of the national milk solids production. The effective hectares in dairy
production have risen from 100,658 ha in 2002 to 209,133 ha in 2017 (Source: LIC
2016/17 statistics).

11.0.4 However the rate of conversions has plateaued in recent years attributable to economics
and the Southland Regional Council wishing to limit further land use intensification to

dairy.
Effective Dairy Platform Annual
Year ha - Southland Change
2007/08 130,073
2008/09 155.436 19%
2009/10 169,749 9%
2010/11 184,498 9%
2011/12 185,592 1%
2012/13 194,322 5%
2013/14 198,417 2%
2014/15 206,936 4%
2015/16 210,915 2%
2016/17 209,133 -1%

11.0.5 The majority of dairy units are seasonal supply. The average effective property size is
211 ha with most platforms milking around 2.69 cows per effective hectare. Average
production is 1,117 kg milk solids per effective hectare with average cow production
415 kg milk solids / cow (Source: LIC 2016/17).
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Sale Price per ha

11.0.6

11.0.7

Features of dairying in Southland are;

Shorter growing season requiring supplement feeding at the beginning and end of
season to extend lactation

General heavy soils requiring sub surface drainage to improve utilisation. These
heavy soils need careful management when waterlogged to avoid soil and pasture
damage.

Relatively high wintering costs, with many cows and dry stock wintered off farm.
Strict environmental protection of waterways requiring good effluent storage and
discharge systems.

Preferred locations within region based on climate, contour, soil type and proximity
to services.

Larger average herd size allowing economy of scale for off farm investors to invest
and allow managers or share-milkers to operate.

Currently Southland dairy farmers can supply Fonterra or Open Country Dairy (if they
can secure supply contracts). Mataura Valley Milk is plan to commence milk supply for
the 2018/19 season.

Key Factors which influence dairy farm sale prices

11.1
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Production

11.1.1  Production per hectare is a key influence on sale price. The below graph

demonstrates the relationship between per hectare sale price net of shares
and the production per hectare. The graph sample is from Southland dairy
units sold in 2017/18.

200 400 600 800 1000 1200 1400 1600 1800 2000
kg milk solids / ha

11.1.2 Care needs to be taken when analysing sales as production per hectare is

influenced by how properties are utilised (i.e. platforms or degree of self-
containment), managed (e.g. good or bad), the amount of supplement
feeding for lactation (i.e. are supplements grown on the property or brought
in, N fertiliser use) and the suitability / reliability of climate and soils.

i:]
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11.2 Farm Gate Returns

11.2.1  Dairy farm transactions are largely based on the outlook for farm gate returns.
For a seasonal supply dairy milking platform circa 90 to 95% of income is
derived from milk sales (expressed as per kilogram of milk solids). The payout
is mainly determined by world commaodity dairy prices, the exchange rate, and
the downstream processor and marketer’s performance. The most influential
determinant is world commodity dairy prices.

11.3 Availability of Credit

11.3.1 Most dairy property transactions involve some degree of debt financing with
many leveraging to maximum levels. The attitude and lending criteria of the
main rural financiers has a strong influence on the strength of the property
market. The current lending environment is more controlled than pre the
global financial crisis. Emphasis is how placed on viability, positive cash flows
and a degree of interest cover. With a larger proportion of equity required to
meet viability, equity partnerships have been noticeably more predominant as
purchasers especially for larger scale units.

114 Location

11.4.1 Location has a strong influence on sale price per hectare in Southland. While
there are exceptions the location differences are mainly related to climate,
contour and soil type factors. Preference is given to flat to undulating well set
up units with good infrastructure in the Central Southland Plains and districts
between Edendale and Riverton which have reliable summer rainfall and
productive soils. These units tend to have higher production per hectare as a
result of good climate and soils. Areas outside the above transact at lower
levels per hectare depending on quality of unit. Historically Eastern Southland,
Northern Southland and Western Southland do not achieve the sale prices
enjoyed by the Central Southland areas mentioned above.

11.5 Recent Dairy Real Estate Market History in Southland

11.5.1 The below table is our mean analysis of dairy units sales in Southland over
recent years which shows the annual variation of the mean sale price net of
shares on both a per hectare and per kilogram of milk solids (average efficient
production) metrics.

No Ave SP/ha Ave SP/kg ms
Sales net of shares Variation net of shares Variation
2007 46 $25,071 $25.42
2008 33 $37,261 49.0% $36.29 43.0%
2009 14 $30,639 (18.0%) $28.92 (20.0%)
2010 17 $30,172 (2.0%) $28.86 -
2011 37 $30,647 1.5% $30.57 6.0%
2012 15 $29,623 (3.0%) $30.34 (2.0%)
2013 37 $35,389 19.0% $31.01 2.0%
2014 33 $38,914 10.0% $34.45 11.0%
2015 19 $37,795 (2.9%) $33.00 (4.2%)
2016 13 $34,257 (9.4%) $35.56 4.7%
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11.5.2

11.5.3

7/10/2016

11.5.4

11.5.5

No Ave SP/ha Ave SP/kg ms

Year Sales netof shares Variation netof shares Variation

26/11/2016

2017 26 $30,476 (11.0%) $30.53 (14.1%)

2018 2 $33,223 9.0% $30.15 (1.2%)

The average sale price per hectare has decreased during the 2017 year
compared to 2016. There is only two sales for 2018 to date which is an
insufficient number to give any significant meaning. It is our opinion that the
majority of dairy farms transacted during 2017 have been dominated by
inferior quality dairy units and this is reflective of the extent of the average
decline indicated.

The below graph provides a better indication of the trends of differing quality
dairy units;

Southland Dairy Sales - Quality Ranking

lvs)
(@)
@]
nﬂ
@]

15/01/2017

6/03/2017
25/04/2017
14/06/2017

3/08/2017
22/09/2017
11/11/2017
31/12/2017
19/02/2018

The volume of dairy farm sales remains below historical averages, but with
sale volumes increasing in 2017 to near average levels, which reflects dairy
farm sales are in challenging times with greater illiquidity.

The below graph shows the trend of Southland dairy unit sales analysed to a
sale price per hectare net of shares over recent years which better
demonstrates the trend in recent months. This shows a distinct gap between
better quality and lower quality dairy units.
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Sale Price per Hectare net of Shares
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Current Market Observations

11.5.6 The below table is a summary of the market and wider economic conditions
impacting on the dairy real estate market in Southland and relevant to the
subject property;

Number of sales Low by historic levels. Indicates a gap
between buyers and seller expectations.

Number properties listed for sale High. Trend for properties to be listed with
asking price.

Buyers in market Limited, especially for large scale
operations. Some overseas interest. Limited
syndication / off farm investor / corporate
interest. Limited owner operator unless
buying and selling in same market to
improve land holding scale.

Property supply and demand Unless dairy viability returns, high
probability of property supply exceeding
demand

Dairy profitability Better but recent auctions suggest volatility
remains. Profitability returning. Some
restoration of balance sheets required to
make up for previous years’ debt funded
losses.

Mortgage interest rates At low levels. Steady. Risk of rate rises being
factored in.

Availability of credit Good for viable, strong cash flow
propositions.

Higher land use opportunities None obvious on large scale.

Lower supporting land use Dairy support and pastoral. Value gap is
significant as some dairy infrastructure
would be obsolete. Sheep and beef still
below dairy support.

Impact of New Environmental Rules  Limiting for new dairy
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11.5.7  Conclusion: The market value over the short to medium term is likely to reflect
the supply / demand and profitability of dairy farms.
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12.0 PROPERTY DETAILS

12.1 Legal Description

12.1.1 We refer to the attached Computer Freehold Registers (“titles”) at Error!
Reference source not found. contained within the Southland Land
Registration District. To summarise:

Title
Registered Proprietor Description Identifier Area (ha)
Eastbourne Dairy Farm Limited Lot 2 Deposited Plan 365806 266668 37.7185 ha
Eastbourne Dairy Farm Limited Lot 1 Deposited Plan 8865 SL4A/1340 0.1676 ha
Eastbourne Dairy Farm Limited Lot 1 Deposited Plan 10497 SL6B/836 65.2965 ha
Eastbourne Dairy Farm Limited Part Section 10 Block XII  SL6B/837 34.3498 ha
Jacobs River Hundred
Eastbourne Dairy Farm Limited Lot 1 Deposited Plan 6340 SLA1/1342 33.3309 ha

Total Land Area 170.8633 ha

Tenure Freehold — Fee Simple

12.1.2 The following interest or registration is deemed to be of relevance when
considering the property from a valuation perspective. Any material impact of
these interests has been taken into account in our valuation assessment.

e There are no registrations that materially impact on value

12.2 Rating Valuation

The Rateable Values assessed as at 1 September 2015:

Land Area Value of Land Capital
Property (ha) Improvements Value Value

44 Eastbourne Park Road ~ 170.8633 $1,240,000 $4,810,000 $6,050,000

12.3 Resource Consents

12.3.1  The below resource consents have been provided from the Regional Council.
Our market value assessment is based on these consents transferring with the
property to enable the property to transact at its highest and best use as
outlined in this report.

M Eastbourne Dairy Farm Limited Eastbourne Dairy Farm Limited
Consent No e[ {vek: 301035

Type Discharge Permit to discharge dairy Water Permit to take ground water for
shed and wintering barn effluent to a dairy operation

land. This consent excludes effluent

from winter milking.

Source Dairy Shed and Wintering barn Bore/well E46/0234

Rate Max 599 cows dairy shed; Max 240 Shall not exceed 71,880L/day

cows wintering barn; 3172m3 storage

Expires 15 March 2022 15 March 2022
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124 Production

12.4.1  The property was converted to dairy in 2001 and production for the past five
seasons has been:

Year kg ms
2013.14 230000
2014.15 208446
2015.16 238446
2016.17 228000
2017.18 225000

Cows

Area
~ (total)  Effha  perha pereffha _
170.8 157 1347 1465
170.8 157 1220 1328
170.8 157 1396 1519
170.8 157 1335 1452
170.8 157 1317 1433

cows/ eff
ha

331
3.12
3.12
3.12
3.06

kg ms /
cow
442
425
487
465
469

12.4.2  The current cows are breed is mainly Jersey Friesian Cross.

12.4.3 The following is our assessment of the production under an average efficient
operator:

Effective Platform Ha
Peak Cows
Cows / ha

Base pasture production - kg DM per ha
Utilisation
kg DM : kg ms conversion

Base pasture production - kg MS
N Fert - kg N per eff ha

kg DM Response per kg N
Production from N - kg MS

Production from Pasture Grown -kg MS

Supplement Imports % Total Production

Production Attributable to supplement imports -kg MS
Total Ave Efficient Production -kg MS

Say

kg MS per ha
kg MS per cow

157
510
3.25

14,500
85%
10.8

179,169
150
10
18,535

197,704
10.0%
19,770

217,474
218,000
1,389
427
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Appendix A

Statement of General Valuation Policies

10.

11.

12.

13.

14.
15.

STATEMENT OF GENERAL VALUATION POLICIES

Our responsibility in connection with this valuation report is limited to the person to whom the report is
addressed and we disclaim all responsibility to any other party without reference to us.

This report may not be reproduced, in whole or in part, without our prior written approval.

This report has been prepared for the purpose stated in the report and may be relied upon for that purpose
only. Assumptions made in the preparation of the report are as expressly stated in the report or set out
below.

Where it is stated in the report that information has been supplied to us by another party, this information
is believed to be reliable but we cannot accept responsibility if this should prove not to be so. Where
information is given without being attributed directly to another party, this information has been obtained
by our search of records and examination of documents or by enquiry from Government or other
appropriate departments.

We have made no survey of the property and unless otherwise stated assume that all improvements lie
within the Computer Freehold Register boundaries. No guarantee is given that the land is not subject to
statutory rights not recorded on the relevant Computer Freehold Register and not apparent from normal
inspection of the property. We assume no responsibility in connection with such foregoing matters.

We do not carry out investigations on site in order to determine the suitability of ground conditions and
services, nor do we undertake environmental or geotechnical surveys. Unless notified to the contrary, our
valuations are on the basis that these aspects are satisfactory and also that the site is clear of underground
mineral or other workings, methane gas or other noxious substances.

Unless otherwise stated our report is subject to there being no detrimental registration(s) affecting the
land other than those appearing on the Computer Freehold Register(s) valued in this report. Such
registrations may include Wahi Tapu registrations and Historic Places Trust registrations.

We have not obtained from the territorial authority a Land Information Memorandum. Our valuation has
been made on the basis that such Memorandum if obtained would not have disclosed information which
would have affected adversely our opinion of the market value of the property.

No environmental audit has been undertaken, although contaminants present on the site and obvious to
us on inspection may have been noted in the report. No warrant is given, or is to be implied, in this report
that the property is free from contaminants.

While in the course of inspection due care is taken to note building defects, no structural survey has been
made and no undertaking is given about the absence of rot, termite or pest infestation, deleterious
substances such as asbestos or calcium chloride or other hidden defects. We can give no guarantee as to
outstanding requisitions in respect to the subject building.

In preparing the valuation it has been assumed hot and cold water systems, electrical systems and other
devices, fittings and conveniences as are in the building to be in proper working order and functioning for
the purpose for which they were designed.

Where a property is leased, this report records the nature of the information supplied. That information
has been accepted and relied upon at face value. It has been assumed that the information supplied is
complete and accurate, and that the lease is fully enforceable.

Unless otherwise stated in our report our valuation is on the basis that the property complies with the
Building Act 1991, Health and Safety in Employment Act 1992, Evacuation of Buildings Regulations 1992
and Disabled Persons Community Welfare Act 1975 or that the legislation has no significant impact on the
value of the property.

We certify that Logan Stone Limited holds professional indemnity insurance.

Unless otherwise stated our valuation assessment is expressed in New Zealand Dollar currency.
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1.0 INTRODUCTION

2.0

3.0

1.0.1

1.0.2

1.0.3

1.04

Further to instructions from Dot McDermott we have undertaken a ‘Desk Top’ market
valuation appraisal on the above property in order to assess the market value for
financial reporting purposes. As per instructions we have been advised not to re-inspect
the property and have therefore relied on an inspection undertaken on 4 May 2015 and
described in our previous full report dated 12 June 2015. We have been advised there
have been no substantial changes to the property since this date and base our
assessment on the property being in similar physical condition.

Due to not re-inspecting the property and not providing a full report this report does
not comply with international valuation standards.

The report complies with NZ IAS 16 and can be relied upon by Silks Audit for financial
reporting purposes.

Your instructions, as per our scope of work agreement, require us to make the following
valuation assessments;

Market Value as at 31 May 2018.

PROPERTY CONCLUSIONS

2.0.1

A 71.2442 hectare pastoral unit currently utilised for dairy support. Situated in the
Thornbury district of Central Southland which from a pastoral perspective location is
regarded as good. Climate is suited for current land use. The land is of flat to undulating
contour with deep heavy soils. Cover comprises predominantly pasture or winter feed
crops found in good heart. Overall layout is good being subdivided into 22 paddocks
with internal stock lane. Reticulated water supply. Two hay barns. Stock facilities include
cattle yards. Overall a good quality dairy support block in a long established dairy
locality. Estimated carrying capacity under average efficient management is 1250 stock
units (17.5 su / ha). Highest and best use under current market sentiments is as a dairy
support block.

VALUATION CONCLUSIONS

3.0.1

3.0.2

3.0.3

When assessing the market value of the subject property we have considered the
property features and compared the sales of other properties that have transacted
recently and have adjusted those sales to reflect the location, standard of
improvements, plantings, and productive capacities compared to the subject property.

The subject property is located in a long recognized dairy district. As such there are a
number of close proximity dairy platforms which would be interested in the block as a
cut and carry and grazing unit. Given the heavy soils and flat contour the block would
create good interest if offered to the market.

The subject property was purchased in an agreement dated October 2013 for
$2,100,000 plus GST.

i:]
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3.04

3.0.5

3.0.6

3.0.7

3.0.8

3.0.9

3.0.10

3.0.11

3.0.12

3.0.13

3.0.14

Smaller size additional land purchases have shown the most activity in recent times with
generally strong sale prices recorded. Leading the market is good quality Waikiwi soils
in the Woodland / Dacre area for vegetable growing at $35,000 to $40,000 per hectare
land value.

Dairy support properties have been selling in the vicinity of $21,000 to $33,000 per
hectare land value $1,500 - $2,000 per stock unit equivalent.

Location, climate and productive ability have the main impact on value. Properties that
are small scale tend to sell at higher per stock unit and per hectare values as competition
for these properties is more intense due to the smaller capital requirement required.

The appropriate valuation approaches for estimating the market value of a pastoral unit
are the market approach and income approach.

Under the market approach umbrella we use two main methodologies;

i) A summation approach on a per hectare basis. In this approach we determine
the relevant classes of land at a land value level and add the added value of
improvements, and chattels and plant as appropriate. This is then compared at
a market value per hectare level.

ii) A summation approach on a per kilogram of milk solids based on estimated
average efficient production.

We have not adopted an income approach.

The above approaches are supported by analysed benchmark levels from sales deemed
most comparable in the market.

Our opinion of the quality of market evidence available is outlined in the below table:

Factor . Quality

Number of comparable sales Fair
Recent time frame Fair
Direct Comparability Fair

Below is a summary of our market analysis and market value estimates under each
approach:

Valuation Approach Market Value Estimate

Per Hectare $2,100,000
Per Stock Unit. Average Efficient $2,125,000

Our preferred valuation approach is the summated valuation approach based on
establishing the land value and summating the added value of improvements and
associated chattels and plant as outlined as we consider this a more accurate approach
to factor all the attributes of the subject property.

In assessing the value of the property we have undertaken an analysis of the property
in the market particularly looking at the strengths and weaknesses specific to this
property and how this relates to the wider market and economic conditions prevailing
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at date of the valuation and over the short term that may influence the demand and
value levels.

Strengths & Opportunities Weaknesses & Threats

e Location and proximity to dairy e Wetness of soils during winter
platforms ¢ Uncertainty of boundary by 2" hay barn

o Flat to undulating deep soils

o Popular size

4.0 MARKET VALUATION

4.0.1 After examining all factors and subject to the overriding conditions we conclude the
market value of the property as at 31 May 2017 is:

TWO MILLION ONE HUNDRED THOUSAND DOLLARS
($2,100,000)

Apportioned as follows:
Value of Improvements

- Residential Improvements $0
- Productive Buildings $7,000
- Other Improvements $98,000

$105,000
Land Value $1,995,000
Market Value $2,100,000

The above valuation assessment is plus Good's and Services Tax (if any).

4.0.2 Unit analysis

Area 71.2442 ha (71ha effective pasture)
Ave Efficient Production 1250 stock units (17.5 kg ms / effective ha)
Land Value $28,002/ha $1,596 /su

Market Value (net of shares) BEYLE Y $1,680 /su

4.1 Certification
Experience

4.1.1 ‘The principal signatory has a minimum of five years’ experience in valuing
the subject class of asset, has all appropriate qualifications and registrations
enabling them to practice as a Valuer and has not been subject at any stage
to disciplinary action by the relevant professional governing body to prevent
them acting as a Registered Valuer.’
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Independence

4.1.2 The signatories have no direct or indirect pecuniary or other interests in the
property being valued and are not aware of any other potential conflicts of
interest.

Professional Indemnity Cover

4.1.3 We certify that Logan Stone Limited hold professional indemnity insurance for
an amount of up to $5 million and note this may be less than the requirement
for insurance cover as set by the lender.

5.0 OVERRIDING CONDITIONS

Our valuation is subject to the attached Statement of General Valuation Policies.

This valuation is current as at the date of valuation only. The value assessed herein may
change significantly and unexpectedly over a relatively short period (including as a result of
general market movements or factors specific to the particular property). We do not accept
liability for losses arising from such subsequent changes in value. Without limiting the
generality of the above comment, we do not assume any responsibility or accept any liability
where this valuation is relied upon after the expiration of three months from the date of the
valuation, or such earlier date if you become of aware of any factors that have any effect on
the valuation. Unless otherwise stated our assessments are made in New Zealand Dollar
currency.

6.0 DISCLAIMER

6.0.1 Logan Stone Ltd prohibits the publication of this report in whole or in part, or any
reference thereto, or to the valuation figures contained therein, or to the names and
professional affiliations of the valuer, without the written approval of the valuer as to
the form and context in which it is to appear.

6.0.2 Our valuation has been completed in compliance with International Valuation Standard
framework. International Valuation Standards IVS 101 — Scope of Work, International
Valuation Standard IVS 102 — Implementation, International Valuation Standard IVS
103 — Reporting. We confirm that:

The statements of fact presented in the report are correct to the best of the Valuer’s
knowledge;

The analysis and conclusions are limited only by the reported assumptions and
conditions;

The Valuer has no interest in the subject property;

The Valuer's fee is not contingent upon any aspect of this report;

The valuation was performed in accordance with an ethical code and performance
standards;

The Valuer has satisfied professional educational requirements;

The Valuer has experience in the location and category of the property being valued;
The Valuer has made a personal inspection of the property; But not re-inspected for
the purpose of this report.

The Valuer holds an Annual Practicing Certificate; and
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e No one except those specified in the report, has provide professional assistance in
preparing the report.

6.0.3 Should you require any further advice, do not hesitate to contact us.

Yours faithfully Reviewed by:
LOGAN STONE LTD

Grant Barron Jay Sorensen
B Com (Ag) VFM, MBA, ANZIV, MPINZ B Appl Sc (Rural Val) Agr Bus, MPINZ, ANZIV
Mob: 027 2789 663 Mob: 027 498 9932
E-Mail: grant.barron@loganstone.co.nz E-Mail: jay.sorensen@loganstone.co.nz
il LOGANSTONE Page 7 of 18
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7.0 VALUATION METHODOLOGY

7.0.1 The valuation has been completed in accordance with (excluding the property has not
been re-inspected and a full report is not provided);

International Valuation Standards (IVS)
International Valuation Standards IVS 101 — Scope of Work
International Valuation Standards IVS 102 — Implementation
International Valuation Standards IVS 103 — Reporting
International Valuation Standards IVS 104 — Bases of Value
International Valuation Standards IVS 105 — Valuation Approaches and Methods
International Valuation Standards IVS 200 — Businesses and Business Interests
International Valuation Standards IVS 210 — Intangible Assets
International Valuation Standards IVS 300 — Plant and Equipment
International Valuation Standards 1VS 230 — Real Property Interests

API & PINZ Valuation Guidance Notes (ANZVGN)
Property Institute of New Zealand ANZVGN10 — Valuation of Agricultural Properties

PINZ Valuation Guidance Notes (NZVGN)
Property Institute of New Zealand NZVGN1 — Valuations for use in New Zealand Financial
Reports

API & PINZ Real Property Guidance Notes (ANZRPGN)
Property Institute of New Zealand ANZRPGN1 — Disclaimer Clauses & Qualification Statements

IFRS (NZIAS Accounting Standards)
IFRS 13 — Fair Value Measurement
IFRS 16 — Property, Plant and Equipment

Highest and Best Use

7.0.2 Highest and Best Use for the land is that use that is practically feasible, legally
permissible and supported by market demand. It is that particular property use that
indicates the highest likely competitive price for the real estate at a particular time.
Determination of the property’s current highest and best use is a necessary precursor
of market value assessment.

7.0.3 We determine the highest and best use of the subject property to be as a dairy support
pastoral unit.

Market value is defined as:

7.0.4 “Market Value is the estimated amount for which a property should be exchanged on
the date of valuation between a willing buyer and a willing seller in an arm’s-length
transaction after proper marketing wherein the parties had each acted knowledgeable,
prudently and without compulsion.”

7.0.5 In considering the willing buyer/willing seller definition we have determined that the
marketing period in the present market conditions would be three to four months. This
time period considers the wider economic and more specific market drivers that are
occurring in this and the wider primary sectors at date of the valuation report.
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7.1 Plant and Equipment

7.1.1 The valuation of the property excludes all items of plant and equipment unless
specifically stated otherwise within this report.

8.0 EMISSION TRADING SCHEME

8.0.1 Our valuation is made on the following basis in relation to ETS obligations based on
information supplied:

There are no pre 1990 forests associated with the property which will attract
deforestation liabilities

The property is not registered as a participant under the Climate Change Response
Act 2002

If, on the provision of further information, confirming areas, status or liabilities are
different from our above assessments, Logan Stone reserves the right to alter the
valuation assessment accordingly.
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9.0 MARKET COMMENTARY

9.0.1 The majority of activity in the pastoral Southland real estate market has been for small
scale 40 to 120 hectares blocks which have been purchased by nearby land holdings to
improve business scale and self-containment. Sale prices have generally held at
previous year’s levels but if a property does not have buyers in close proximity then the
market can be soft and lower sale prices can result.

9.1 Market Evidence

9.1.1

The valuation has been determined by comparison to known sales of similar
properties initially in this locality but also further afield if required. These sales
have been fully analysed into the various components that they contain with
adjustments then made for size, floor areas, age and condition of
improvements, location and date of sale.

Our observation is the current pastoral property market for Southland is driven
by dairy land use with per hectare and per stock unit values diminishing
depending on the highest and best use as outlined in the below table.

It is our opinion the subject property highest and best land use currently lies
in the dairy support land use with a bias towards the dairy support cut and
carry range due to location, soils and contour. We therefore look to recent
sales with similar land use, size, contour and location.

From the available market evidence, the following transactions are considered
to be the most relevant to the subject property. The following information is
information that is publicly available. Further information is likely to be held
by Logan Stone on the analysed property. This information is often collected
from inspections and valuations have been provided to us on a confidential
basis and is not deemed to be public and therefore cannot be reproduced
within this document. The Sale Price includes land and improvements and
household and farm chattels if any, the Sale Price per hectare is the Sale Price
divided by the title area, while the Land Value per hectare is the productive
land value exclusive of the lifestyle component, if any, over the total area.
The production is our estimate of carrying capacity under average efficient
management.

9.2 Comparable Sales

9.2.1

The below table is a comparable sales summary which are recent sales that
we have relied on in establishing the market value of the subject property.
We have made comment as to the relationship between the sale property and
the subject property. The subject property was purchased in an agreement
dated October 2013 for $2,100,000 plus GST.

i:]
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Stock

Units
Area Ave Relationship to
District Address (ha) efficient Sale Price  SP/ha SP/su LV/ha Comments subject property
Winton 420 Norman Road Arable 4.18 41 650 15.9 $1,325,000 $32,317  $2,038 $30,854 $1,946 Bare land. Deep soils. Better
West Plains 480 and 490 West Plains Fin 4.18 46.1 750 16.3 $1,600,000 $34,707 $2,133 $30,043 $1,847 Prime flat land set up as deer unit. Better
Road
Waimatua 150 and 206 Blondell Rd Gra 3.18 114.2 1800 15.8 $3,450,000 $30,210 $1,917 $27,145 $1,722  Undulating deep soils. Small cottage. Four Inferior
stand woolshed with covered cattle and
sheep yards. Six bay implement shed
Makarewa 5 Settlers Road Fin 3.18 63 1050 16.7 $1,650,000 $26,190 $1,571 $25,238 $1,514 Deep soils by river. Four stand woolshed. Inferior
Cut and carry block.
Grove Bush 1212 North  Makarewa Fin 12.17 45.3 770 17.0 $1,550,000 $34,216 $2,013 $27,152 $1,597 Flat. Deep Waianawa and Woodlands soils. Similar
Grove Bush Road 11 year old 3 bedroom dwelling. Detached
single garage. 5 bay shed. Cattle yards.
Used as a cut and carry unit.
Woodlands Davidson Road Ara 11.17 56.6 950 16.8 $1,675,000 $29,594 $1,763 $28,887 $1,721 Bare land adjoining dairy unit Similar
Winton 23 Porteous Road Fat 11.17 60.7 1000 16.5 $2,500,000 $41,186  $2,500 $28,830 $1,750 Flat deep soils. Good quality five bedroom Similar
dwelling. Large range farm buildings. Well
presented.
Average $32,632 $1,991 $28,307 $1,728
mLOGANSTONE Page 11 of 18
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10.0 VALUATION APPROACHES

10.1

10.2

10.3

Summation Valuation per Hectare

10.1.1

When assessing the market value of the subject property the land value for
the appropriate range of land classes is established and the assessed added
value of improvements is calculated. Chattels are added on a similar basis if
appropriate.  The final summated figure is then compared with the
comparable sales evidence at a similar benchmarked level.

Land Value

10.2.1

10.2.2

10.2.3

Land Value is determined by sales of property that have no or limited
improvements contained on them. Where sales of this type are low in volume,
sales of partially or fully developed properties, or listings, are analysed to
derive a base land value. When there is a paucity of sales information from
specific locations information is drawn from other locations to allow analysis
to occur to derive a base land value. This base land value is then further
analysed to the varying land classes or soil types, whichever approach the
market is using to determine the value of the land at that time for the sector
and location where the market activity is occurring. Further analysis is
undertaken at a more cursory level on productive based measures i.e. stock
units, kg milk solids, per hectare or by total property. This consideration has
less weighting placed upon it due to the large variation that can occur due to
management capability and capital utilised. Consideration is given to the
deemed “average efficient” production levels that have been analysed for each
sale and the subject property.

Based on the above approach the sales analysis indicates that properties in
this locality have land values within the following range as a base land value.
These land values are for the productive component only and exclude any
lifestyle or building right premium that may be paid above the underlying
productive component. If the property contains any lifestyle or building right
premium this is then added to these underlying productive values. This
approach is consistent with the approach adopted when analysing sales.

Deep Central Southland  $21,000 - $34,000/ha $28,000/ha

We have adopted a value at the mid-range due to the location and proximity
to dairy platforms, and general appearance and presentation of the land at
inspection.

Improvements

10.3.1

When undertaking the assessment of the improvements contained on the
property we have considered two methodologies:

Replacement Cost Approach

10.3.2

We have summated our estimate of the cost to replace the buildings and other
improvements less an appropriate allowance for depreciation to reflect the
unexpired portion of the economic life due to physical depreciation, functional
obsolescence and any relevant external or environmental factors so as to

i:]
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arrive at a value. This approach is termed the Cost or Depreciated
Replacement Cost Approach. This approach is often used as a fall back
approach or for specialised assets when sales or other market derived
information is not available.

Sales Approach

10.3.3

10.3.4

10.3.5

The Added Value Approach is derived from analysis of sales with
apportionment of the improvement value based on the various improvement
components or individual building values. It is a variation of the sales
approach. This approach determines the added value of the buildings and
other improvements to the property as determined by the current market
situation and completed sales. It considers the value of the building
improvements and other improvements based on utility and functionality they
add to the property and how the market is reflecting those features at that
time.

The Net Rate approach is based on the analysis of sales. The analysis
considers the component parts of the improvements i.e. rate per m2 of
building, rate per metre of fencing, rate per tree/vine etc. These rates are
then applied back to the subject property and the various improvements
contained on that property to provide an additional approach to value of the
improvements.

The combination of these approaches forms the basis of the improvement
value assessment, with priority and more weighting placed on market based
information.

Improvements Comment

10.3.6  There are no dwellings.

10.3.7  Productive farm buildings are adequate for hay or plant storage.

10.3.8  Fencing and subdivision are adequate.

10.3.9  Farm water supply is good

10.3.10 Races and layout are good.

10.3.11 Cattle Yards are adequate.

10.3.12 The below outlines our summation valuation worksheet under this approach:
ftl STONE
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Description Unit Price Provisional Final
71.2442 $28,000 $1,994,838

Heavy Central Southland Flat

Total 71.2442 $1,994,838  $1,995,000 $1,995,000 $28,002
Improvements
Fencing No Pdks Av pdk size Area Rate
22 3.2 71.2442 $350 $24,935
$0

Water Supply 71 $375 $26,625
Races & Lanes 800 $20 $16,000
Shelter 1 $5,000 $5,000
Bridges 1 $15,000 $15,000

Total Paddock Improvements $87,560 $88,000 $88,000
Paddock Value $2,083,000 $29,237

Age Condition Quantity Rate

Hay Barn 1990s G 69 $50 $3,450 $3,000
Hay Barn 1960s F 86 $50 $4,300 $4,000
Cattle Yards 1 $10,000 $10,000 $10,000
Total Buildings $17,750 $17,000 $17,000
Total Improvements $105,000
Total Land & Improvements $2,100,000 $29,476
Household Chattels $0
Farm Chattels $0

Total Market Value

per ha
$2,100,000 $29,476

10.4 Summation Valuation per stock unit basis

10.4.1

10.4.2

10.4.3

10.4.4

The common benchmark of analysis for pastoral sales is the sale price per
stock unit (su) wintered. In our opinion it is more appropriate to analyse sales
and assess the property on an ‘average efficient level of management’ as this
provides a better reflection of market sentiments.

From the sales analysis summary the market reflects the below range and
average:

Land Use Range per SU Adopted level for subject property

Dairy grazing  $1,100 to $2,000 $1,700

We have adopted the level at the mid range due to location, soils and contour.

We can now estimate the market value as;

Average Efficient Market Value per Estimated Market

Stock Units stock unit Value
1250 $1,700 $2,125,000

fill LOGANSTONE
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10.5 Valuation Approach Summary

10.5.1  Below is a summary of our market analysis and market value estimates under
each approach:

Valuation Approach Market Value Estimate

Per Hectare $2,100,000
Per Stock Unit. Average Efficient $2,125,000

10.5.2 While the above approaches arrive at a reasonably acceptable range, our
preferred valuation approach is the summated valuation approach based on
establishing the land value and summating the added value of improvements
and associated chattels and plant as outlined as we consider this a more

accurate methodology.

10.5.3 We therefore adopt the market value at $2,100,000.
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11.0 PROPERTY DETAILS

11.1 Legal Description

11.1.1  We refer to the attached Computer Freehold Registers (“titles”) at Error!
Reference source not found. contained within the Southland Land
Registration District. To summarise:

Title

Registered Proprietor Description Identifier CENGE))
Eastbourne Dairy Farm Lot 1 Deposited Plan 14706 SL11C/939  52.2707 ha
Limited
Eastbourne Dairy Farm Lot 2 Deposited Plan 8791 and 353547 18.9735 ha
Limited Lot 2 Deposited Plan 388349

Total Land Area 71.2442 ha
Tenure Freehold — Estate in Fee Simple

11.1.2  The following interests or registrations are deemed to be of relevance when
considering the property from a valuation perspective. Any material impact of
these interests have been taken into account in our valuation assessment.

e Easements — Drainage and Rights of Way both servient and dominant. See
Titles attached.

11.1.3  Any user of this report should note there is a metalled track adjacent to the
cattle yards which crosses the railway line to Thornbury Waimatuku Road.
This is not registered as being legal access.

11.1.4  Atinspection there was also some uncertainty over whether a hay barn in the
eastern corner is included in the property. From our available maps we
conclude that the hay barn is included as per the attached aerial outline;

11.2 Rating Valuation

The Rateable Values assessed as at 1 September 2015:

Land Area Value of Land Capital
(ha) Improvements Value Value
488 Thorn-Waimatuku 71.2442 $40,000 $2,140,000 $2,180,000
Road
il LOGANSTONE Page 16 of 18
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11.3 Resource Consents

11.3.1

There are no Resource Consents currently pertaining to this property.

114 Production

11.4.1

The property is currently run as a dairy support/grazing block and no
production figures have been provided. District stocking rates for this level of
development on these soil types would be in the vicinity of 15 to 17.5 stock
units per hectare. We therefore assess the average efficient carrying capacity
at 1250 stock units.

fill LOGANSTONE
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Appendix A

Statement of General Valuation Policies

10.

11.

12.

13.

14.
15.

STATEMENT OF GENERAL VALUATION POLICIES

Our responsibility in connection with this valuation report is limited to the person to whom the report is
addressed and we disclaim all responsibility to any other party without reference to us.

This report may not be reproduced, in whole or in part, without our prior written approval.

This report has been prepared for the purpose stated in the report and may be relied upon for that purpose
only. Assumptions made in the preparation of the report are as expressly stated in the report or set out
below.

Where it is stated in the report that information has been supplied to us by another party, this information
is believed to be reliable but we cannot accept responsibility if this should prove not to be so. Where
information is given without being attributed directly to another party, this information has been obtained
by our search of records and examination of documents or by enquiry from Government or other appropriate
departments.

We have made no survey of the property and unless otherwise stated assume that all improvements lie
within the Computer Freehold Register boundaries. No guarantee is given that the land is not subject to
statutory rights not recorded on the relevant Computer Freehold Register and not apparent from normal
inspection of the property. We assume no responsibility in connection with such foregoing matters.

We do not carry out investigations on site in order to determine the suitability of ground conditions and
services, nor do we undertake environmental or geotechnical surveys. Unless notified to the contrary, our
valuations are on the basis that these aspects are satisfactory and also that the site is clear of underground
mineral or other workings, methane gas or other noxious substances.

Unless otherwise stated our report is subject to there being no detrimental registration(s) affecting the land
other than those appearing on the Computer Freehold Register(s) valued in this report. Such registrations
may include Wahi Tapu registrations and Historic Places Trust registrations.

We have not obtained from the territorial authority a Land Information Memorandum. Our valuation has
been made on the basis that such Memorandum if obtained would not have disclosed information which
would have affected adversely our opinion of the market value of the property.

No environmental audit has been undertaken, although contaminants present on the site and obvious to us
on inspection may have been noted in the report. No warrant is given, or is to be implied, in this report
that the property is free from contaminants.

While in the course of inspection due care is taken to note building defects, no structural survey has been
made and no undertaking is given about the absence of rot, termite or pest infestation, deleterious
substances such as asbestos or calcium chloride or other hidden defects. We can give no guarantee as to
outstanding requisitions in respect to the subject building.

In preparing the valuation it has been assumed hot and cold water systems, electrical systems and other
devices, fittings and conveniences as are in the building to be in proper working order and functioning for
the purpose for which they were designed.

Where a property is leased, this report records the nature of the information supplied. That information
has been accepted and relied upon at face value. It has been assumed that the information supplied is
complete and accurate, and that the lease is fully enforceable.

Unless otherwise stated in our report our valuation is on the basis that the property complies with the
Building Act 1991, Health and Safety in Employment Act 1992, Evacuation of Buildings Regulations 1992
and Disabled Persons Community Welfare Act 1975 or that the legislation has no significant impact on the
value of the property.

We certify that Logan Stone Limited holds professional indemnity insurance.

Unless otherwise stated our valuation assessment is expressed in New Zealand Dollar currency.
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Eastbourne Dairy Farm Limited

DIRECTORS REPORT
FOR THE YEAR ENDED 31 MAY, 2018

The business of the company s dairy farming.

THIS YEAR LAST YEAR
The operating surplus (deficif) of the compamy
for thiz year ended 315t May 2018 was 428 633 413,397
Taxation charge for he year was (124,255} {75, 7T55)
Dividend Paid Curing Year {220,000} £
Redained Earnings ai 11 June 2047 wera (564 684) (HE2 326)
Fetained Earnings af 31 May 2018 (00,3100 (584,654}

i is nal proposed to make any fransfer fo resenes.

The state of the company’s affairs at 31st May 2018 was-

Ageeis intalled 3 10654, 846 % 10,60 028

and were financed by

Shareholders sguity of 10,349,650 10,265,316

and liabiities of a05,158 236,708
F 10,654,846 ¥ 10,502,025

Thi Board of Directors present their annual report, including the financial statements of the Company for the
year ended 31 May 2018,

Directors inferests:
Directors holding office during the year were R R Dickie, 5 .J Bamand J H Whitlock

The izzuer, Roger Dickie Dairy Limited, in which Roger Dickia, a diredor, has a confrolling inferest
halds 1,731,000 shares in the company at balance date

Mo antries were made into the company's interest reglster durlng the year
Admindstration Senvices amounting to $18,233 ware provided to the Company by Roger Dickie (M Z) Limited
in which Roger Dickie, a director, has a controlling inferest, The sendoes were provided on nommal

commerclal lerms, Reimbursements ware also made for 52,255 of Directors Expenses, Enterainment,
Meeting Cosls, Postage and Subscriptions.

Accounting Senvices amounting io'37,193 were provided to the Company by Markhams Waverley Lid
in which Jeff Whitlock, a director, i5 also a director, The services wore provided on nosmal
commercial {enms.

Mo direciors fees wera paid to Roder Dickie during the year, and no ather reruneration was pald
to directors durng the year,

Theare were no donations made by the company during the year

Mo emplovess or former employvess were paid in excess of $100,000 o the year

For énd on behalf of the Board of Direstors

y =y,

Direclor &
27 September 2018

27 Seplembefl2018



Eastbhourne Dairy Farm Limited

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENCED 31 MAY, 2018

Operating Revenue

Slock Proceeads

Less Stock Purchases
Change in Livestock Values
Gross Income from Livesiock

Milk Procesds

Dividends Receved

Sundry Revenue

Operating Expenses
Rales & Insurance
Interest & Fmance Charges

Animal Healih
Sudit Fees
Crop Expenges
Direciors Fess
Feed Costs
Grazimg Fees

Sharamilker Payments

Vehichs Expenses

Oiher Fanm Working Expenses
Paslure Mainlenance

Repaira & Mainienance

Depreciation

Imgaimment of Fixed Assels

Operating Surplus (Deficit) before Tax
Provigion for Taxalon

Motes

i

Operating Surplus (Deficit) after Taxation

Dither Comprahansiva Ineome
Total Comprehensive Income

2018
E

B2,296
(2,840}

2,155

81,611
1,515,544

104

1,386
1,508,658

27,020
1,458
B0 226
7,850
GOA4T2

167,364
121,722
320, 58T
11,475
111,475
60,949
117,200
44,125

1,170,025
426 633
124,259
a04,374

04,374

Thess Statements should be read in conjunclion with the notes to the financial stalements

Page 3

2017
¥

102,051
(46,506)
108,370
164,815
1435516

G582
1,607 413

26,019
2,880
69,164
7,250
33,465
348
20,844
83217
326,793
11,028
88,789
107,123
38,910
48,430

238,718

1,184,016
413,397
75,755
337,642
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Eastbourne Dairy Farm Limited

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 MAY, 2018

31 May 2018
Taotal Comprehensive Inoeme for Year

Capiial Contributed

Set Lip Costs

Provision lor Dividend
Equity at Beginning of Year
Equity at End of Year

31 May 2017
Taotal Comprehensive Income for Year

Equity Contributed

Sal Up Cosls

Proviglon for Dividand
Equily at Beginning of Year
Ecquity &t End of Year

Thess Statements should be read in conjunction with the notes 1o the financial staterments

Fage 4
SHARE RETMMNED TOTAL
CAPITAL EARMINGS EQUITY
L1 5 ¥
2 304 374 04 AT4
(220,000 (220,000
10,850,000 ;5&4,534:! 10,265,316
10,860,000 (500,310) 10,348 G50
—— e
- 337 642 H37 Ea2
10,850,000 (22, 326) 8,927 674
10,850,000 (584 664) 10,265,318




Easthourne Dairy Farm Limited

STATEMENT OF FINANCIAL POSITION

ASAT 31 May, 2078

Current Assets

Cash and Cash BEquivalents
Accoums Receivable
Livestock on Hand

Feaed on Hand

Total Current Assels

Won Current Assets
Sharas - Sumdry

Propady, Plant & Equipment
Total Hon-Current Aseets
Total Assots

Current Liabilities

Bank Cenrdesal
Eravislon for Taxation
@57 Payabla

Accounts Payalbie

Total Current Liabilities

Hon-Current Liabitities
Dlaferred Tax
Total Non-Current Liabilities

Equity
Total Liakilities & Eguity

Far and on behall of e board

Director -~
27 Saptember 2048

T Sepipmber 2018

2018
b

628 417
313,805
1,008,800
51,742

1,099,614

1,824

8,663,110

8,555,032

10,654,848

45,502
35,441
178,934
250,877

44,275,
44 278
10,248,650
10,564,846

" Page b

2017
5

531,833
265,807
1,003 645
48,563
1,867,958

1,611
8 542 456

4,544 087

m!s_“nﬂ_ﬁ'ﬁ

38,226
47,005
—1 13 048
169,180

ar.520
ar 528

10,265,316

Ly il izt Ll

10,502,025

5 3 A

I'b,l':.ﬂ'l-'i.,.'

Thess Statemands should be read jn conjunclion with the notes to the financial slatemeants
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Eastbourne Dairy Farm Limited

CASHFLOW STATEMENT
FOR THE YEAR ENDED 31 MAY, 2018

Motes

CASH FLOWS FROM OPERATING ACTIVITIES
Cash was provided from:

Recsipts from Customers

Tax Refunds

GST Refunds

Interesl & Dividends

Cash was applied fo:
Ciperating Expenses
Interes! Paid

GST

Taxation Paid

Met cash inflow (outflow) from operaling activilies

9
CASH FLOWS FROM INVESTING ACTIVITIES
Cagh was provided from;
Sale of Fixed Azsets

S of Investments
Cash was appled 1o

Purchase of Fized Assois
Purchase of Invesiments

Mt cash inflow (outfiow) from imresting aclivilies

CASH FLOWS FROM FINANCING ACTIVITIES
Cash wag provided from:

Term Loan

Equity Contributions

Cash was appled o
Dividends Paid

Met cash inflow [outfiow) from financing activilies
Met increase (decreasea) in cash held

Balance at beginning of year

Balance at end of year 31 May 2018 B

These Statements should be read in conjunction with the notes to the financial staternents

2018

1,590,206

104

1,500,308

(1,124,643)
(1,458)
(9,732)

(86,233}

(1,222,086}

368 243

(51,348)
311
{51,668)

{51,658)

{220,000
T (220,000}

5,584

531,833

EEBI-H 7

Fage &

27

1,400,323
55,041

9,482

1,465 666
(064,618)
(2,884

T (967,505)

488,351

37
H7

(4,605)
5051

i4.288)

Ak 063

37,710
531,833

54

-
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Easthourne Dairy Farm Limited Poge 7

STATEMENT OF ACCOUNTING POLICIES AND

NOTES TO AND FORMING FART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MAY, 2018

Summary of Significant Accounting Policies

Reporting Endity
Easibourne Dalry Famm Lid 2 8 cempany regestaned undar the Comparsss Act 1533

Thesa financial stalements ane for 8 scheme regialend under the Financial Markets Conduct Aot 2013, and thoy have bean prepared
in accondancs with the Financlal Markets Conduel Act 2013,
The Soard authoisa tha roloase of (hase Bnancal alalements on 27 Septamber H118.

Measuremaent Bane

The accounting principies rocognised as appropriate for (he measurement and reporing of inancial perfarmance and fingmcial
pasilion on an hisiorical cost basis are falkvaed by the Company, wilh the exceplion [hal catsin as5els as speciied balow have
boon revalusd. Amendments and Infarpralations bo exisling standands ihal are nol yoi effective have nol been early sdopled by the Compary.

These Tnancisl siatemants have been prepared in aocordanca with generally scsepled accouniing praclice in New Zealard ard
comgly with Mew Zealand squivalents ko inlemational Financial Reparting Slandands, The financia! statemants also comply with
inbermaticnal Financial Regoring Standands. For lhis purpesa the company has designabed [l5e as profi-oriented.

Tha information is presansed in Mew Zealand dollars which is the lunctional and presentadion cumeny.
All Migures in the Financal Stasemants have baen rounded fo the neanssl diller.
Basis of Preparation

Standards, smendmonts and inferprofations to exisling standards that aro not yel effective and have not been early adoptad
by the Campany.

The folioaing alandards, amandmenis and inledpretalions 1o axising slardards have bean pubished and are mandstory for the
Company's secouniing pericds beginnirg on or afer 1 Jaruary 2018 or ater periods, bul the Company has nol sarky adopled tham;

MZ IFRS 8 {2090 - Financial insireiments (Efecthe from 1 January 20781

MZ IFFRS § Einancial nstruments spacifies how an enlily shoud classify and measure fnandal assets, and firandial
iigkiliing. MZ IFRS 9 is infended {0 mplace HZ 145 39 - Financial Instruments; Recogniion and Measuramsant, N IFRS &
is effective for accounting periods beginning 1 January 2074,

Tha atandard s nal expacied (s igva & material impact an e Company's firancial stalements,

NZ IFRS 15 - Revenue (Effoctive frem 1 Janwary 20018)

The now slandand eatalighes principies for reparting about the nature, iming and uncartainty of revenus arsing fram

on enlily's conbracts with cusicmers, I pregcribes when an enlily will recognise revenue, how much maanoe ba recogniss,
and what disclosues 1o maks aboul rewanue,

The siandard i nol moprcbad fo have B material mpsol on e Company's financial slatements

NZ [ERS 16 - Lesses (Effective from 1 Jamnsry 2009}

HZ IFRS 16 Longes will replacs MZ 145 17 ipases. IFRS 16 requires lessees o reco)nide o leasn ilakslity refleciing futura

lease paymenis and & right-of-use asset for ol leases, with the oplional axception ol shoridam leases and laases of kw-valua
assebs, The slandand 15 effective for snnual pariods beginning on or afer 1 January 2018, Earier application is parmiltad. i
IFRS 15 Roverue fram Consracts with Gustomers has also bean adapted. This i nof sxpacied to have & matedal impact on the
Company's financial sisbamants.

Spacific Accounting Policles

The following specilic scoounling polcies which materisly stfec tha messuramant of profit and ihka financial pasilion hawve baan
nppled.
{a} Property, Plant and Equipment
The compary has ikese deseas of propary, plant and equipmant:
= Freshald Land,;
- Freahakl Buildings:
- Flar and aguipman;
A properly plant ard equipmenl is initially recorded &t cost.

Whan an ibam of proparly, plant ond equipment i disposed of, any gain or 1053 5 mmcogrised in Be incoma statemenl and is
ralculabad a6 the difierence belween he sak price and ihe carmydng value of e Bem,

Dmpreciation I8 provided for an & Straight Line basls far buildings, and on a Diminishing Vakie Dasls on all oiher langible praperty, plar @nd aquipment
pEher han freshold Bnd ad capilal work in progress, &l deprociabion rmbes caloulaled b allocabs the assals’ cost oer e estimated et ves.

fajor Depreciation Periods are:
- Land Devslapmant 2B years Q._\'-.E Adsy,
- Freenold Buildings 33 1o 50 yaaers e i
- Plant and equipment 580 15 yeans = Sf_‘\ 5
%l;.- I3
™y
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Eastbourne Dairy Farm Limited

Page &
STATEMENT OF ACCOUNTING POLICIES AND

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE ¥EAR ENDED 31 MAY, 2018 ([CONT)

b} Impalrmend

Al ench reposing data, e camying amaun of tangible and intangible asaets are reviewed Lo determing whather thara s any indication of impakmant, i
arty such indicalion exists for an sssel. (e recoverable amound of the assed is esfimated in order fo datermine the extenl of the imparmant loss (if any).

Where the assed does nod generate cashiiows that am indeperdend from olher assets, the Compary eslimales s racoearable amaund of ihe cash
ganesating unil fo which lha assed balangs.

A cash genaerating unil is defined s (ha smakast idantifiable group of asesls that generates cash inflows (hal ane largely indepandent of the cash inflows
froen olhes assets o groups of assals

Facovarable amount i the higher of fair valse leas costs to sall and value in uge, In as8essing value in s, the aslimaled Al pre-tax cashfiows are

dispourdnd fo fheir présent vaius using & pro-lax discound rabe (hal refiects curerd markal assessmants of the lima walue af morey ard Se rsks spaciiic
to the assel for which the estimates of future cashilows have nol been adjusted,

I & ravaluad assot |s delermined fo be impaired, 1ha Impaéirmsant i Tirsiy appled against tha rmiated companent of te revalustion resarda, wilh any
remaining impairmen loas axpensad in tha income siatement. | he impairment ioss is subsequently reveraed, the reversal s firsily appliad fe the
ncome statement (o the extant of praviously expended impairment lossas relating ta ihat assel, with any further increass [skan to the revaluation resard.
Far aagets which ara nol revalued, an impairment loss is expensed immeadiasely 1o the income stateminl. An impalmen (oss i revarsad oniy i thi

gatent thad the assels canying amount doss nol exceed [he camying emound that would have been determinad, ned of depreciation, If no impaimant les
had Been recognised,

{c] Share Capital

Ordinnry shares are ciassified as equily, Direct costs of issuing shars are shawn 8s & deduction from the proceeds of e Ssus.
{d) Taxatbon

The incame tax sxpense charged Lo (ha income statament includes both tha curent year's pravision and 1he income 1ax effect of!
- Toxsbio lemporary differences, excapl those adsing from inifial recognition of goodwill and oiher assels Mal are not
dapreciated; and
. Deduclible lemporary diferances 1o fhe axtent ok § is probable that thoy wil be uilised,

Temporary differences arising from transactions, olhar than business combinations, affecting neithar accounting prafil far lEabia
profil are igrared

Tax effect aecounding is appled on & comprahensive basis bo all liming Sferonces using the ligkstly mnthod. A& defared bax
asal I8 only recognised 1o he extant hat il is protiabis (hera will be future taxable proft to uliliss the lamporary diffarences.

(@} Financial Instruments

Firanclal Instruments are recogniged in e balance sheel whan the Compary Decomes party to a inancial conlract, They
include cosh batansss, bank overdrafis, receivaties, payables, imvesiments in and loans b3 olhers, and erm orrawings,

ifi Rocelvaltes and Payabbss

Flacesvables and payabies are iritialy recordad al fair value and subseguently carded at amonised casl using the afioctive
irisrest method, Dun alowance (s made for mpaired recelvables (doubbiul deblz). Tha resulting amount for rocoivables B
nisk materialy diffenent Irem estmated reaizatile vaiia

[} Irvestmants

IrregBtmants ans recorded al markat value with ihe revalualion income recagrised through the Statament of Compeehenshva
Income,

) Borrowings

Borrowings are inMiaky recorded ot fair value nel of ransachion cosls incurned, and suBsaguanily al amorfeed cosl usng
1he eBisclive inlenes] meshod,

Al boarowing Sosis are racognised as an expenss In fhe pedod they arg Ireirved,
1] Rasamus

Revanus on sales of goods i recognised when (hey are defivered ond resdy for use by the customar.

il Cashifiows

Far e purposn of tha cash fow statement, cash includes cash on hand, depasis held at call wilh banks, ang Fvesimants
in monay market inglrumeants, ol of bank ovendratis,

k] Goods and Sordices Tax

Thuse sccounts have baen prepared axclushe of Goods and Services Tax, excapt for accaunts payable and accounts recesvanta, which are GET inchishes
{l} Bivlogical Assela

Bicicgical nssels managed for producing inle agricullural producs or far rmnsfarming into addilional bivlogical pssels ans measured af far value, wilh
unrealised gaing or losses raparted in tha statement of inancial perfarmance 8s par of cperaling revens, The waslock ks valued 31 market vEEI-E' 4

£,
oy an independenl livesiock agenl &l balance date. L)

A

*
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Eastbourne Dairy Farm Limited

Fape B
STATEMENT OF ACCOUNTING POLICIES AND
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 3T MAY, 2018 {CONT)
{mj Foed an Hand

Feed on Hand has bean valoed af the lowar of cost and nel realsable vahie
Chanpes In Accounting Pollcies
Thiera has been no changes in accounling polcies. Al policies have been appied on bases consisien] with those used in previous years
Issued Shares

2018 207
Ordinany Sharnes |s5ued 11,000, D00 11,000,000
Cpaning Fakl Up Capilal 10,&50,000 10,850,000
Furthar Capital Paid Lip 2 X
Sal Up Cogls = S — -
Closing Paid Lip Cagital 10.850,000 0,850,000
All prdinary shares hawva beon issued. All shares hava aqual voting rights and shara equally
in dividands and surplus an winding up, Tha shares have no par valus,
Retalned Eamings

2018 207
Balanca as gt 1 June 2017 1554,684) (822, 325)
Oiperating surplus (deficil) albibuiabde 1o the shareholden of Me A4, 374 JAT G4
paTEal COmparTy.
Dividends Faid During Year {@20,000)
Balanco as al 31 May 2018 TR £ 604
Taxation

2018 2mT
Mal FrofiLoss] for the year _==1£|23_3 _.ﬂﬂl'i
Prima & incoma 1ax b 28% 1200047 116,751
A (auniract) taxation effec of permanent diffesnces (1,480 64,728
Hevaluation of Invesimants B
Oihar Parmanenl Difarances 3 &
Mon-recognised Timing Cifarances 5,762 [58,693)
imputalion Credils Recaived 440} 181

Fecognition of fax losses not praviously recegnised

L] ;Jig.l!]:ﬁt
Incams Tax Expense 124,280 T8, 788

Tiva income lnx axpenge i reprasered by

Currant Tax 117 501 A8 256
Dedarred Tox 6,750 iv 829
Income: Tax Expansza 124 259 5,150
Imputation Credit Account
2048 2M7

Balanca ag al 1 June 2017 &1 56052
Tax Pald 05,328 -
FWT & Impulstion Grodiis on Dividends Received 4B

Tay Relumnded - 555_ [54,.041)
Impukalion Credils altached lo Dhidends Pald {85, ; -
Balance ag 31 31 May 2018 51




Easthbourne Dairy Farm Limited

STATEMENT OF ACCOUNTING POLICIES AND

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 21 MAY, 2018 (CONT )

Cash and Cash Equivalents

Eank of Mew Zealand Cheous Accoun
Balaros as al 31 May 2018

ania
B2H 417

— &30 417

e

Paga 10

27

531,83
LA

—ie

The averdralt i secured by 8 pariactod securily inlesest in &1 presant and aller acquired property, Inclung ivestock of Exstboumne Deiry Farm Limited
The limil 2 $250,000. The bank does ned lssve any Fingncial Govenanls in placa,

Property, Plant & Equipment

1 Jure 2017
Coat Price

Aocumidaled Depracialicn/imparment

Hed Book Vakin

AdEENE
Cispasals

Depreciabion
ImipiTrEng
Lossi{(Gain]} on Sale
Hed Book Valkue

31 May 208
Casl Price

Accumudated Deprecatiandimpainment

Mel Book Vahe

1 Jurws 201 EC
Cost Prica

Accumrulated Depraciatbionifmpaimen

sl Book Value

fuddifions
Dizposals

Deprecialion
livgairman
Loss{Gain) un Sala
el Baogk Walue

31 May 2017
Cosl Prica

Accumulaled Depracialion mpairmeart

Med Book Valie

Dl epamant Planl &

Land Bulidings Expendditara Eqqul il Total
£433,212 530,438 AE2EO 308,509 &,328,500
[540613) 26,023 BS54 {112 854} {E86.044]
7,892, 508 TR 51 184,045 B,B42 456

51 S x 3,098 54,778

7,002,509 55, Da E1,308 167,741 HBa7 205
[13.785) {2.33m (28,006} [44,128)

— T L — 45,068 _"fﬁﬂﬁ! : Tﬂzﬁ‘h‘l |
0433212 BB2 422 Bl 350 08, a8 8383279
55145:513; 30,815) ;_n.m! fuﬁ 730 18
7002, 4250 N REE ﬁ
8433212 30438 BE.250 A04,865 0,423, 506
(301, G5} 12 [4,524) 15 g& 895
B,131 317 518,119 53,728 221,30 B,925.004
e . & 504 4,604

&131,317 516,119 53.726 TI6AAE .50, 604
{13,703 (2,330 {32,307 (48430

(228, 710} (238,718)
7982 500 — R4A410 &1,385 154,045 “BB4Z, a5
8,433,112 GE0,438 SB.260 306,569 9,324,500
081 28 023 BS54 {112,554} [FAB 044
_'%?, 350 504 £16 J:?i.im T4 045 a.mhé

‘3‘.-!"5 ﬂ#'ﬁ'..-'

@ﬂw"d"
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Eastbourne Dairy Farm Limited

STATEMENT OF ACCOUNTING POLICIES AND

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MAY, 2018 {CONT)

Financial Instruments
Crodit risk

Ta tha exient thal the company has & receivabie from anaiher parly, fhere i3 8 credil dak in b event of non-performancs by that

counierpaty, Financial instrusents which polsniially subject company enlifies bo crodit sk prindpally consist of bank balances, recelvablas,
other assals,

Tho kssulng company mAnAges ts exposwrs to credit fek

Maximum exposutes to credi risk al balanca dale are shown on the Statemant of Financial Position &5 curment and ferm asssls. Mo collateral
i held on Meda Bmounts,

Concenfrations of cradit risk

Accounts mecshiable include 310,017 (2017 §238,117) recsiable rom Cpoen Counlry Dairy Lid. The company does mal Fave any alhar
significant conceniralions of credit rsk.

Gurroncy amd Irterest rala risk

Tharg is currancy risk b e axiont that incame is dependant on the sale price achieved by Opan Country Dairy Lid wha In furn incurs
currency k. The company has exposure o inderest rata risk o fhe extent el thay bamo & Noating inlerest ales.

Falr values

The carmying valves of inancisl ingbrumants in the Statemend of Financial Posilion are considened bo be Fair values and include inleresi
poorusals thad are included in currant receivabies and payabies

Liguidity Risks

Liqity risk represants Iha [4suing campary's abilly o maet #s financial cbgations on ime. For the mast pan the Company
generabes sulficien| cash flaws fram 28 oparaling actyilies to make limety pryments, i does howaver malnkain commitled crost

e bo cover any sheellalks. The lssuing company has a tobal bank owerdrafl facilty of $250,000. At balance daba, tis was undraen (2007:50)

Liguidity Forecasts
Management supendses fiquidity by manilesing short-enm and lorg-term cash flows for up b 5 yaars,
Interesi Rate Risk

The lsguing company has exposirs 1o inferest rate risk bo tha axtant that il borrews an Soating inbsres! rabes.

Reconcillation of Operating Surplus to Met

Operating Gash Inflow/{Outflow] bl 2047
Nigd Surplus/[Debeit) attar tax for the year 304,374 37,542
Set Up Coets classified wiancs Acialy - ¥

" e 04,374 3T 642
f5d (hass} non cash ilema:-
- Impairmeni 235,78
- Ravaluation of Invesimenis » 12{; o
- i i

e ELLELE 24, TH
Add [le=3) mowament in ofhes working capiial ibeins:
Incracss (decrease) in accounts payable 1,566 (8,211)
{Increase) decressa in Iesiock an hard 12,155} {108, 3700
{Increada) dacreass in fesd on hard (13,208 (7,000
{Imcraaen) decrease N BCCoUnts receivabla (20,608) 1171,008)
increase (decraase) n GST payabla [1,504) 34,355
incrapss (decrease) i Tad payabls {1,7T85) ol 6T
increasa [decraasa) in Defared Taxation B, 75 37,528
it cash inflow (outNaw) from operating aclivilies !ﬂ-ﬂlﬂﬂ- EEIEM
Contingent Liabilities & Contingent Assets
The company has o defarmesd tax labily from ned deferred income of $435,743 {F01T: defered lax iabilly of £37 528}
#4131 May 2018 Tha Gompany s no ofner significant contingant assets of cantingant labilities. (2017 BN
Capital Commitments & Non-Cancellable Operating Leases

o5 Ay,
A1 34 May 2018 Mers wern no ather capital commitmerits and no non-cancellabis cparating leasas, (2017 BN} ;f’ “1‘3
Ay
% &
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Eastbourne Dairy Farm Limited Paps 12

STATEMENT OF ACCOUNTING POLICIES AND

NOTES TO AND FORMING FART OF THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 MAY, 2018 [CONT)

Related Party Transactions

The company pakl adminisiration leas of $18,233 (2017 §2,670) 1o Aoger Dickie [MZ} L1d, In which Roger Dickia, a

dimcior, has & congrafing inberesl The amount owing o1 balance dabe was §231 [2097; MiT,

in sddilicn, §2,255 of rekmbarsamants were made for Direclora Exparses, Entertainment, Legal Expenses. Maating Costs and Subsciipions
The amound pwing al balancs dals was $610 (2017 §11,883)

Accouniing Services amounling to 37,183 (2017; 56,515) were provided to the Group by Markhams Waverley Lid in which Jaft
Whitlack, @ direchar, is alas a director, The smount owing at balance dale was $6.000 (2077 $6,000)

The company pasd no directans Tees 10 Foger Digito during lhe year {3017 23408).
o direciors eapanass wana paid fo Stove Bar for ha yesr. (2017 3906

Mo redated party debls have bean wiitten off or fogiven durng the year.
Evenls After Balance Date

Thare were no signiicant evanis occuring after hdance dala,

Stock on Hand
Mo, 2018 Me. 2047
R1 Heifars 142 120,700 112 108400
R2 Hedfars ard Momd Sge Cows 405 B4R 100 A28 BOT,245
B4 7,008,800 Y 1,003

Block s slated nl marked vaiue a5 ot 31 May 2018 based on a valuation by PPG Wrightsons Linded, Gore, daled 31 May A01H.
PG Wrightson Limited are Indopandant specialisl dairy Ivesiock agenis,

Raconciasan of Mumbara: Na. 2018 (=3 miT
Cperng Stock 837 1,003845 825 R ZTH
Purghaseas & 18,534 28 48, 506
Sales 10 197,08 @12y [102.081)
Increasaidacraasa i valies of callle 81,611 164, 915
Matural Increass 420 . 418 -
Daaths & Missing 13 - {22 .
Clasing Siock [T 1,005, 50 a7 1,003,545

Significant Judgements & Uncertainties
Tha preparaton of finandal stalements of necesaily irvolves [udgement and galimalion, The anly significant aslimalion required for the year i T vakabo
of livestack, There is & ready markal for deiry lhvestock in the anes, and tha lwesiock B counled and walusd snnuially by an independent axpert, Progressy
Livesbock Limited,

Securitles Given

Iri addifion o secuFly ghan to the bark as per Mobe 6, ADT Limiled has regisiered & PPSR In resped of all goods il has supplied 1o e company.
PG Wighlsen Limied has similary regisiered a PPSR s resped of 16 bulls purchased,

P g
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SILKS AUDIT o

Chartered Accountants Limited T: (06} 345 8539
F: (O6) 345 2212

E: ctown@silks.co.nz

‘Whanganu

INDEPENDENT AUDITORS REFPORT
To the Shareholders of Eastbourne Dairy Farm Limited
Report on the Audit of the Financial Statements

Opinion

\We have audited the financial statements of Eastboume Dairy Farm Limited {the Company) on
pages 3 to 12, which comprise the statement of financial position as at 31 May 2018, and the
statement of comprehensive income, statement of changes In egquity and statement of cash
flows for the year then ended, and notes to the financial statements, including a summary of
significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the Company as at 31 May 2018, and its financial performance and its cash
flows for the year then ended in accordance with New Zealand equivalents to International
Financial Reporting Standards {NZ IFRS).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (New Zealand)
{ISAs (N2)). Qur responsibilities under those standards are further described in the Auditor's
Responsibilities for the Audit of the Financial Statements section of our report. We are
independent of the Company in accordance with Professional and Ethical Standard 1 (Ravised)
Code of Ethics for Assurance Practitioners issued by the New Zealand Auditing and Assurance
Standards Board and the International Ethics Standards Board for Accountants' Code of Ethics
for Professional Accountants (IESBA Cede), and we have fulfiled our other ethical
responsibilities in accordance with these requirements and the IESBA Code. We believe that the
audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Other than in our capacity s auditor we have no relationship with, or interests in, the Company.

Other information

The directors are responsible on behalf of the company for the other information. The other
infarmation comprises tha Annual Report and Directors Report but does not include the financial
statements and our auditor's report thereon.

Our opinien on the financial statements does not cover the other infermation and we do not
exprass any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent
with the financial statements or our knowledge obtained in the audit or otherwise appears to be
materally misstated, If based, on the work we have performed, we conclude that there is a
material misstatement of this other information, we are required o report that fact. We have
nothing to repor in this regard.
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SILKS AUDIT

Chartered Aceountants Limited

Directors Responsibilities for the Financial Statements

The directors are responsible on behalf of the Company for the preparation and fair presentation
of the financial statements in accordance with NZ IFRS, and for such intemal control as the
directors determine is necessary to enable the preparation of financial statements that are free
from material misstatemeant, whether due to fraud or error,

In preparing the financial statements, the directors are responsible on behalf of the Company for
assessing the Company's ability to continue as a going concerm, disclosing, as applicable,
matters related to going concem and using the going concemn basis of accounting unless the
directors either intend to liquidate the Company or to cease operations, or have no realistic
alternative but to do so.

Auditors Responsibilities for the Audit of the Financial Statements

COur objectives are to obtain reasonable assurancs about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or emor, and to issue an
auditor's report that includes our opinion. Reasonable assurance is a high level of assurance,
but Is not a guarantee that an audit conducted in accordance with |SAs (NZ) will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these financial statements.

A detailed description of the auditors’ responsibilities including those related to assessmeant of
risk of material misstatement, evaluation of appropriateness of going concern assumptions and
determining key audit matters are available on the extemal reporting board website:
hitp:fweew. xrb govt nzistandards-for-assurance-practitioners/auditors-responsibilities/audit-

report-6/

Other matter

The Limited Partnership did not have the 2017 financial statements and auditor's report filed with
the Registrar for registration as required by paragraph 481h of the Financial Markets Conduct
Act 2013,

Rastriction on Distribution or Use

This report is made solely to the Shareholders, as a body. Our audit has been undertaken so
that we might state to the Company's shareholders those matters we are required to state to
them in an auditor's report and for no other purpose. To the fullest extent permitted by law, we
do not accept or assume responsibility to anyone other than the Company Shareholders, as a
body, for our audit work, for this report, or for the opinions we have formed.

Talia Anderson-Town

Silks Audit Chartered Accountants Ltd
Whanganui, New Zealand

Date: 2T September 2018



