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COLDSTREAM DOWNS DAIRY FARM LIMITED
ANNUAL REPORT FOR THE YEAR ENDING 31 MAY 2013

The final payout of $6.16kg of milksolids (ms) for the 2012-2013 season was announced last week,
this was ahead of the $5.80 forecast at the start of the year.

Production was originally set for 320,000kgms. In February it was lowered to 301,000kgms as a
result of the severe drought that affected all of the country including Southland. Production
achieved was 271,411kgms for the farm; this was down by 8.5% compared to the previous season.

The operating surplus for the year was $1,039,094.  The underlying cash trading surplus before tax
was $1,186,938. The Directors will meet to decide if a dividend is to be paid to shareholders and
their decision will be announced at the AGM in November.

The current valuation for Coldstream Downs has increased by $600,000 to $8,300,000 excluding the
310,000 Fonterra Shares which are currently valued at $6.98.

I am concerned that the annual valuation we receive for Coldstream Downs seems to be significantly
below the market price that other similar dairy farms are selling for.  We have asked experienced
real estate agents to comment on the valuation and they have said in their opinion it would not be
possible to buy Coldstream Downs for the valuation figure.  Next year we may use different valuers
in an attempt to give shareholders a more accurate view of market value.

Based on the 2013 year end accounts with equity of $5,928,595 the net asset backing per share is
$2.20. There were no share sales in the last financial year.

The term loan as at 24 July 2013 was $1,382,437, the floating interest rate on that is 5.27%.

Capital expenses for the effluent system were budgeted at $5,700. Environment Southland carried
out an inspection on the property to ensure the conditions of the effluent consent were being meet
and we were notified that a K-Line monitor needed to be installed for us to be able to work within
the consent conditions. The system monitors pressure in the effluent line at the hydrant or paddock
and shuts the pump off in case of pressure drop. It communicates via radio signal to a box in the cow
shed. We subsequently installed this system for a cost of $11,656. At the same time we took the
opportunity to shift the effluent pump from the dairy shed to the pond, at a cost of $6,500.

Maintenance carried out on the workers dwellings included the replacement of carpet and a heat
pump for a cost of $8,642.

The dry conditions throughout summer meant we spent an extra $58,000 on feed. This was off set
by a decrease in grazing costs of around $70,000. The grazing off farm blocks also suffered in the
drought with a lack of grass and cows were returned to the farm earlier than expected.



Farm repairs and maintenance for the year included drainage work to rectify several blocked pipes in
an area of the farm that required upgrading. The pipes were dug out and replaced with new
Novaflow at a cost of $9,938. The annual service on the milk pump and the vacuum pump at the
dairy shed was completed prior to the commencement of calving .  Both pumps received a complete
overhaul this year at a cost of $8,500.

Farm Update – Current Season

It is pleasing to hear the announcement from Fonterra lifting the 2013/2014 forecast price to $8.30
plus a dividend of 32 cents.

Coldstream's target production for this season has been set at 301,000kgms.  Production to date is
5% ahead of last season. Leo has been working with Jack Ballam our farm consultant in establishing
an agreed feed and business plan plus a budget that delivers profit to both parties.

I visited Coldstream in early August and I was pleased to see the farm had recovered well since the
summer drought and there was plenty of grass. Leo has reported the new season has started  well,
with no major issues.  The weather has been very mild and dry and with calving almost finished, this
will allow us to make silage earlier than expected. We budgeted for a new Krone mower which
arrived in late August.

We have decided to hold this years AGM at Wellington airport in their conference centre to assist
any shareholders who may care to fly in for the meeting. An important topic for discussion at the
meeting will be the future of Coldstream, this was discussed at last years AGM and the feeling of
shareholders then was to retain the investment.

If the forecast Fonterra price is sustained then our income will rise by approximately $2.30/kgms or
around $700,000.  Hopefully costs will be maintained at previous levels.

Leo and Maricel's position as lower order sharemilker is now on a year by year contract, we will
discuss the future situation with them later this calendar year.

Many investors have enjoyed our biennial farm visits organised in previous years. We plan to
organise another farm visit for early 2014 and will provide more details at a later date.

Many thanks go to Jack Ballam our farm consultant and Directors Jeff Whitlock and Steve Barr for
their contributions throughout the year. Thanks go to our Sharemilkers Leo, Maricel and their staff
for the work achieved over the year.

Regards

RR Dickie – Director Coldstream Downs Dairy Farm Limited






























