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DIRECTORS ANNUAL REPORT

The 2018/2019 season saw our variable order sharemilkers, Dave &
Erin Bradley, achieve production of 263,266 kgMS. This was behind
our target of 300,000 kgMS and 20,260kgMS behind last year’s
production. The final payout announced by Fonterra was
$6.35/kgMS, slightly lower than last year’s payout of $6.70.

We are in a period of change, a huge example of this is the new
“Essential Freshwater Package” which will have nationwide

implications for our water ways. Farming now and in the future will

change. The government’s action plan for Healthy Waterways aims
to stop the degradation of our rivers and lakes, achieve a noticeable improvement in five
years and restore our waterways within a generation. This package aims to reduce nitrogen
and phosphorous use, will grandfather land use without resource consent from local
councils and exclude stock from wetlands by 2023. More information about this package
can be found online.

Coldstream has taken important steps toward cleaning up water ways through measures
such as starting riparian planting and excluding stock from the waterways.

The Mycoplasma bovis disease is still being monitored closely by MPI through Nait
movements. The government has levied each farm 2.9 cents a kilogram commencing
September 2019. This levy will continue until further notice, presumed to be 3 — 5 years
until this is reviewed.

Dave & Erin have had a difficult season with problems with herd production and fertility also
battling with a fluctuating somatic cell count. At first thought to be a BVD problem, towards
the end of the season, it was discovered that the herd had a problem with Johnes and the
whole herd was tested by herd test. We discovered that the problem was extensive. The 50
positive cows were culled as a result of the herd test.

As at balance date, the term loan had a balance of $1,013,000 with an interest rate of
3.87%. As well there is an overdraft facility available at 7.67%. The directors resolved to
operate at a zero balance and take advantage of the more favourable term loan interest
rate, by drawing down on the term loan as required. Taking this approach has meant that
Coldstream Downs does not utilise the available overdraft facility.

A valuation of all land and buildings was completed by Logan Stone Limited and PGG
Wrightson Limited valued the stock, summary documents are included in this report.
Coldstream Downs was given a total estimated value of $9,629,702. This is made up of land
and buildings of $8,270,000 and stock at $1,359,702. This is a decrease in value of $484,355
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from the previous financial year. The worry about stock and Mycoplasma Bovis has had a
huge impact on all stock and values in the South Island. A decrease in value of $319,355
from the previous season was expected as MPI continue to monitor stock. | believe the
stock prices will return to previous values in the future. The balance owing on Protrack as of
31° May, 2019 was $7,895. As the dairy industry continues to recover we are confident
that our asset value will increase in the coming seasons.

The share value for Coldstream, from the current accounts, gives a net asset backing value
of $2.28 per share, a decrease on last season of 19 cents per share. The total capital
expenditure for the year was $18,090. This was comprised largely of the power upgrade for
the cowshed.

The directors had to embark on major repairs and maintenance in regard to the houses,
dairy plant and platform drives. For the 2018/2019 season the farm working expenses
(FWE) were 5.13 kgMS (Excluding interest). With a drop in production Coldstream has
finished the season with a cash trading surplus of $408,134, which shows how difficult the
season was. The directors will pay a cash dividend of $135,000 to shareholders in December
2019. This equates to 3 cents per share plus imputation credits (Please note imputation
credits only apply to New Zealand shareholders).

The directors are confident the farm can consistently produce close to 300,000 KgMS per
season. This is where we have been aiming to get production, and it is good to see the
continued drive towards this for the future of the farm and herd.

After 26 years of working for RDNZ we were sad to see Richard Bourne retire. Grant Morris
is our Sales & Marketing Coordinator. Grant accompanied William Dickie and Dot
McDermott to host the biennial shareholders visit to the farms in Southland in March 2019.

| would like to take this opportunity to thank my fellow Directors Jeff Whitlock and Stephen
Barr, our variable order sharemilkers, Dave and Erin Bradley and farm consultant, Jack
Ballam for their contributions over the past year. It is with sadness that we accept Stephen
Barr’s resignation as a Director. Stephen’s knowledge and expertise has been greatly
appreciated at Coldstream. This matter will be discussed at the AGM.

Current Season Update

The production forecast for the 2019/2020 season has been set at 300,000 kgMS. The
season is off to a good start. The cows look well after their winter break off the farm. Our
graziers have done an excellent job. We have currently purchased 96 cows to replace the
earlier culled cows and the cows are currently ahead of last season. The cows are milking
well and are currently producing 2.2kg per cow daily and are currently 3.9% ahead of last
season. For the current season, Fonterra has forecast a milk price of $6.55 to $7.55 updated
on the 22" of October.
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The Protrack system installed in 2017 by Livestock Improvement Corporation has now been
paid off in full. Updates to the Protrack system, in the form of new computer hardware, will
be required in the coming years and LIC have notified us of these changes.

In a move to minimise the impact on the farm business, the directors have agreed to
principal and interest payments for the 2019/2020 season. We had also refinanced the loan
with a new interest rate of 3.40% a drop from the 3.87% offered in previous seasons.

At the AGM last year, we said we would bring three options to next year’s AGM — to stay, to
sell or for the company to buy back shares. After deliberation the directors have decided
that there was not a fair way to determine a buy back price that acts in the best interest of
the shareholders. The main considerations taken into account are the volatility in the Net
Asset Backing. In recent years there have been no historical dairy farms sales of comparable
size in the same location, also there have been big fluctuations in the price we have been
paid for our milk from season to season. These have significant impact on the Net Asset
Backing and subsequent buy back price. For these reasons the directors have decided not to
proceed with a share buy back option. This decision was circulated with the Shareholders
Farm Visit Report on the 6" June, 2019.

The farm ownership is up for review at the end of the coming season and this will be
discussed at this year’s AGM.

| look forward to seeing you at the AGM.

Kind Regards,

/AD L

Roger Dickie Director

Coldstream Downs Dairy Farm Limited
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SHAREMILKERS REPORT

As we reflect on this first quarter rebuilding and off to a good start come to mind for the
2019/20 dairy season.

We have worked on some issues restricting the farm. This has been a costly process but one
we had to go through.

We are off to a very good start this season, production, feed on hand, staff and wintering of
cows are all in a very good state.

Our Graziers the Orr family, have done a great job of our young stock and some of our cows
wintering. Hopefully all our cows can be wintered there next winter.

We currently have 182 replacement heifers born this year that Erin has reared. Our staff are
working well, a real tri nations theme this year. Robin, 2IC India, Redan, Herd Manger,
Philippines, Keith, Casual, Ireland, Dhanku, Herd Manager, Sri Lanka, Bianca, Casual Calf
Rearer.

The Cone Dose system will be in place soon, allowing us to give magnesium and calcium to
the cows with molasses. This will be great for preventing cows going down and getting them
to a better pre mating state earlier.

Hopefully with some luck on our side and Mother Nature playing her part we can expect a
much improved season all around.

Dave and Erin Bradley
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PG

G Wrightson

Dairy Valuation with Inspection,
Stock & Supplement Count

31/5/2019
Roger Dickie New Zealand Ltd
A/C ColdStream Downs Litd

Re: Waluation of Livestack

46 Medway Slnsed

Grore

P & Boy 64, Gore
Telephone {03} 208 0300
Facsimile {03} 208 0168

In accordance with the agreement to value livestock daled 13" May 2019, 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 31 May 2019,

We report as follows:

Tally Age Deescription Value Total
Ex, Gst Ex. Gsi
172jR1 Fri. & FriX, heifers - BW111, PW129, RADD% $800.001  S137,600.00
118|R2 Fri. & Fri.) heifers - BW 102, PW113, RAS3% %1,500.00 §177,000,00
437|2-8yr  |Fri. & FriX Cows S1600.00f  $699,200.00
28] Gyr+  |Fri. & FriX Cows 54900 425, 200.00
293 Titters [Fri. & Fri.X cows 5650 518,350.00
10|2-Byr  |Incalf Carryovers 51,300 $26,000.00
2428y |Carryovers - Empty SE00 £19,200.00
so{2-8yr | Cull Cows 5650 532,500.00
39|2-8yr  |Fri. & FriX cows - Late Calvers{Oct. calving 51,200 546,800.00
Totals  ExGST 61,182,350.00
AT 15% 4177,352.50
Total  Incl GST 61,359,702.50
Supplements
Tally Description
51 Large Round Bales Straw
316 Large Round Bales Balage
1 Silage pit - Measured at 135,196 kgs DM

FEE Wigitzon Limitad



Summary Stock Count - ColdStream Downs Ltd
172 R1 Heifers
118 R2 Heifers
627 MIA Cows

Herd Details — PTPT Code: LXDB, Herd Code: 6/9254

Mixed aged cows — BWS9, PW82, RA92%,

Herd calving from 14" August 20189 - 6 weeks A | — LIC - Xbred, Tailed Hereford & Jersey
Bulls, removed 20/1/13, calving ends 29/10/19.

Herd Production, 373 mfs average per/cow, Average SCC 168,000,

NB: Mo Profile's supplied for InCalf & Empty Carryover Cows (Tallies are approx.) — Information
supplied solely by the Farm Manager pertaining to this Valuation.

Late Calving Cow's: From 15" October 2019

R2 Heifers PTIC
Naturally mated Jersey Bull 5/11/18, Removed 15/1/19. Calving from 149 August 2019, calving

ends 24/10/19.

Tallies

NB; 50 cull cows from 2-8yr was instructed by Roger Dickie LTD
Tallies verified by the Independent Stock Count as of 14/5/19,
Silage stack verified by independent consultant 30/5/19.

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




Data peraining to (his valualion supplied to the valuers by the above clients and or their
reprasantafives and form the basis of this valuafion, The valuers accep! no responsibiity for the
accuracy of the supplied data.

In arriving al our opinion as to market value, consideration has been given fo recent sales of
comparable livestock, This valuation has been prepared for the sofe use of the addressee only
Thank you for your instructions in this matter.  Showld any porlion of this report reguire further
description or discussion, please contact the undersigned directly

Yours faithfully s d
N JH.,.:,.,k\ltL -
John Rawcliffe \\:'_l,

Dairy Representative
PGG WRIGHTSON LTD

Disclaimer:

All details and descriptions as to livestock and/or chattels referred to have not been
indepandently verifiad by PGG Wrightson. PGG \Wrightson takes reasonable care to ensure
accuracy and reliability in the information we provide you. However PGG Wrighison does
not warrant that the information will be technically comect, reliable or accurate or that
such information will satisfy any industry practice or statutory, regulatory or prudential
requirements, PGGE Wrightsan, its employees and agents give no represeniation or warranty
concarning the information’s accuracy (including, but not limited to the acouracy or
completeness of details and descriplions of livestock and chattels), quality or fitness 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.

PGEG Wrightson is not liable in any way (including negligence, tort and aquity) 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 permitled by law, PGG Wrightson expressly excludes all
representations and warranties, express or impliad,



Coldstream Downs Limited
1741 Waimea Valley Road
SOUTHLAND

Desktop Market Valuation prepared for:

Roger Dickie Limited

As at 31 May 2019

LOGANSTONE

PROPERTY ® SOLUTIONS ® VALUATION
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1.0 INTRODUCTION

1.0.1 Further to instructions from Dot McDermott we have undertaken a ‘Desktop’ 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
expenditure is mostly maintenance based in the past financial year. Otherwise there is
no substantial changes to the property since this date and 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 2019.

2.0 PROPERTY CONCLUSIONS

2.0.1 An estate in fee simple 349.9645 hectare dairy milking platform situated in the Nine
Mile district of Northern Southland which has been converted some 17 years. Currently
milking approximately 718 cows and producing circa 263266 kg milk solids this season.
From a dairying perspective location is regarded as fair. Climate is suited for seasonal
supply dairy land use although summer dry spells are common. The land is mostly of
undulating to rolling contour with predominantly deep soils showing good fertility levels.
Overall layout is good being well subdivided into 50 paddocks, reticulated water supply
and well raced. Housing includes three good quality dwellings with a further dwelling
being warranted. The milking shed is of good capacity and condition. There are
adequate supporting farm buildings. Overall a medium quality dairy platform due to
location being tidily presented and achieving slightly below Southland average
production based on a low supplement import system. We estimate average efficient
production to be 314,000 kilograms of milk solids (1,003 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 29
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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)

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;

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.

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 Poor
Recent time frame Poor
Direct Comparability Poor

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 six unconditional dairy unit sales for 2019 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 slight softening in dairy farm sale prices over the 2018
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 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 $5.98 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 a B 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 $8,270,000
Per kg Milk Solids. Average Efficient $8,478,000
Income Capitalisation $8,317,000
Multiplier of Milk Income $8,262,000

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 One dwelling short
e Good soil fertility e Northern Southland location
e Good pastures o Climate has summer dry risk
e Low input production system e Environmental regulations
e Good centrally sited milking shed o Volatile milk price pay-out
o More supplementary feeding for o Soft Real Estate Market
production
filll LOGANSTONE Page 5 of 29
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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 2019 is:

EIGHT MILLION TWO HUNDRED AND SEVENTY THOUSAND

DOLLARS
($8,270,000)

Apportioned as follows:
Value of Improvements

- Residential $461,000
Improvements

- Productive Buildings $744,000
- Other Improvements $540,000

$1,745,000
Land Value $6,270,000
Realty Value — Land & Buildings $8,015,000
Household & Farm Chattels $20,000
Milking & Effluent Plant & Equipment $235,000
Market Value $8,270,000

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

4.0.2 Unit analysis

Area 349.9645 ha (313ha effective pasture)
Ave Efficient Production 314,000 kg milk solids (1003 kg ms / effective ha)
Land Value $17,916 /ha $19.97 /kg ms

Market Value (net of shares) EYE¥XI WAL $26.34 / 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.

filll LOGANSTONE Page 6 of 29
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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

No one except those specified in the report, has provide professional assistance in
preparing the report.
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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
(_f..»-/’-/v A i
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@Iloganstone.co.nz E-Mail: jay.sorensen@loganstone.co.nz
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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 2017)

e International Valuation Standards — Framework

e International Valuation Standards IVS 101 — Scope of Work

e International Valuation Standards IVS 102 — Investigation and Compliance

e International Valuation Standards IVS 103 — Reporting

e International Valuation Standards IVS 104 — Bases of Value

e International Valuation Standards IVS 105 — Valuation Approaches and Methods

e International Valuation Standards IVS 200 — Businesses and Business Interests

e International Valuation Standards IVS 210 — Intangible Assets

e International Valuation Standards IVS 300 — Plant and Equipment

e International Valuation Standards IVS 400 — Real Property Interests

API & PINZ Valuation Guidance Notes (ANZVGN)

e Property Institute of New Zealand ANZVGN1 — Valuation Procedures — Real Property

e Property Institute of New Zealand ANZVTIP9 — Market Value of Rural and Agribusiness
Properties

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

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

IFRS (NZIAS Accounting Standards)
e IFRS 13 - Fair Value Measurement
o 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 Realisation Alternate Highest
Asset Best Use Period Months and Best Use
1741 Waimea Valley Dairy milking 6to8 Dairy support
Road platform

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.”
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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.

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

Milking shed, plant and equipment.
Effluent plant equipment.
Farm chattels i.e. electric fence units.

H N

Household chattels - normal.

7.1 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.
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9.0 MARKET COMMENTARY

New Zealand Dairy Industry

9.0.1

9.0.2

9.0.3

9.04

9.0.5
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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 siting 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 cash dividend;

Fonterra Payout
$0.10
$0.30

$0.27 $0.32 $0.32

$0.34
$0.25 $0.59

Milk Price Cash Dividend Source: Logan Stone Limited Research

9.0.6 At the time of writing, Fonterra’s current forecast payout projection for the 2018/19
season for the milk price as announced at the 23 May 2019 is $6.30 to $6.40 / kg milk
solids. This announcement was a 10 cent per kilogram milk solids decrease on previous
season forecast announcements due to weaker dairy commodity sale prices. Industry
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commentators suggest the outlook remains uncertain due to global economic conditions
as supply and demand factors rebalance.

9.0.7 Recent ‘global Dairy Trade’ auctions have shown an upward swing following a period of
falling levels through 2018 but in recent times have begun a declining trend. 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.
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The Southland Dairy Industry

9.0.8 The number of dairy farms in Southland has grown dramatically over the past seventeen
years from 602 in 2002 to 982 in 2018 and now represents around 11.7% 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 221,343 ha in 2018 (Source: LIC
2017/18 statistics).

9.0.9 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 ha —
Year Southland Annual 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%
2017/18 221,343 6%

9.0.10 The majority of dairy units are seasonal supply. The average effective property size is
225 ha with most platforms milking around 2.64 cows per effective hectare. Average
production is 1,074 kg milk solids per effective hectare with average cow production
408 kg milk solids / cow (Source: LIC 2017/18).
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9.0.11

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, Open Country Dairy and
Mataura Valley Milk (if they can secure supply contracts).

Key Factors which influence dairy farm sale prices

9.1 Production
9.1.1 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 the Southland dairy
units sold in 2018 and to date.
$60,000
$50,000
£
+ $40,000
]
o
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i
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9 $20,000
[1°]
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$10,000
$0
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kg milk solids per ha
9.1.2 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.
9.2 Farm Gate Returns
9.2.1 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
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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 commaodity dairy prices.

9.3 Availability of Credit

9.3.1

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 now 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.

9.4 Location

9.4.1

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.

9.5 Recent Dairy Real Estate Market History in Southland

9.5.1 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.

Ave SP/kg
Ave SP/ha ms average
No net of efficient net
Sales shares Variation 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%
2017 26 $30,476 (11.0%) $30.53 (14.1%)
2018 16 $29,900 (1.9%) $31.50 3.2%
2019 6 $32,925 10.1% $32.61 3.5%
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9.5.2 The average sale price per hectare has continued a downward trend during
the 2018 year compared to 2017. There are only 16 sales for 2018 which is a
low number to give any reliable trend.

9.5.3 The six sales for 2019 are and insufficient number to give any meaningful
trend. The below graph provides a better indication of the trends of differing
quality dairy units;

Southland Dairy Sales - Quality Ranking
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9.5.4 The volume of dairy farm sales remains below historical averages, with sale
volumes in 2019 currently showing low turnover levels, which reflects dairy
farm sales are in challenging times with poorer liquidity.

Current Market Observations

9.5.5 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.
Limited overseas interest. Limited
syndication / off farm investor / corporate
interest. Limited owner operator unless
buying and selling in same market to
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9.5.6

Property supply and demand

Dairy profitability

Mortgage interest rates

Availability of credit

Higher land use opportunities
Lower supporting land use

Impact of New Environmental Rules

improve land holding scale. NZSF has been
active.

Unless strong, sustainable viability returns,
high probability of property supply
exceeding demand

Improving outlook  with  profitability
returning. Some restoration of balance
sheets still required to make up for previous
years’ debt funded losses. In the absence of
capital growth in recent times market
participants have found it challenging to
accumulate wealth for business expansion.

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

Banks showing greater caution and requiring
borrowers to show ability to pay principal
from cash-flow.

None obvious on large scale.

Dairy support. Value gap as some dairy
infrastructure would be obsolete. Sheep and
beef still below dairy support.

Limiting for new dairy. Impacts still unclear.

Conclusion: The market value over the short to medium term is likely to reflect
the supply / demand of property on the market and the profitability of dairy
farm businesses. Until dairy returns can show a sustainable, satisfactory
return on capital commensurate with the risks associated with this type of
investment, it is difficult to envisage dairy farm values improving. Given the
number of dairy units currently on the market compared with the low sale
volumes being experienced it is likely to take some considerable time to clear
the backlog. In the absence of any significant improvement in profitability, we
consider there is a bias for dairy unit sale prices to further weaken in the short

to medium term.
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10.0 MARKET EVIDENCE

10.0.1

10.0.2

10.1

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.

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.

Comparable Sales

10.1.1  The below comparable sales summary are recent sales that we have relied on
in establishing the market value of the subject property. We have placed more
weighting on those sales highlighted red.

i:]
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Sale Price
Production perhanetof SP /aveeff Land value LV/ave eff
Area (ha) per ha Shares kg ms per ha kg ms

MV Net as multiplier of
ROTFC (ave efficient) Milk Price - ave eff. 5
rolling ave payout yr ave plus forecast

Quality Relationship to
Ranking subject property

Location Sale date Sale Price Comments

247 Mataura Island 3/01/2018 $2,800,000 90.5 1183 $30,933 $27.72 $23,277 $20.86 Small scale platform boundering Mataura River. Mataura, Riversdale and B 4.8% 4.70
Road Fleming soils. Riverine Physiographic zone. 1960s B&R dwelling, 18 aside
herring bone milking shed. Good supporting farm buildings.
231 Mokotua Road, 21/12/2017 $3,450,000 97.1 823 $35,512 $32.58 $27,762 $25.47 Well presented smaller scale dairy unit. Waikiwi, woodlands and Mokotua B+ 4.5% 5.60
Mokotua soils. 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 $24.36 $16,865 $17.85 Mostly Pukemutu soils. Undulating to hill at back. Older 3 bedroom dwelling, B- 5.7% 4.10
Hedgehope Road, Upgraded 18 aside herringbone milking shed. Fair other farm buildings. New
Hedgehope 200 cow feed pad. Currently wintering on.
136 Selbie Road, 1/05/2018 $5,472,000 305.2 524 $17,926 $30.66 $11,332 $19.38 Inferior shape dairy unit converted in 2015. Not all milked off with circa 20 C 4.5% 5.20
Lowther ha non 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.
599 Lumsden 11/04/2018 $10,800,000 438.8 912 $24,613 $26.62 $19,855 $21.48 Larger scale Northern Southland unit. 60 ha irrigated by centre pivot. Mostly B Better 6.0% 4.40
Mossburn Road, near flat contour. Three dwellings. 70 bail rotary milking shed. Basic range
Castle Rock of farm buildings. Analysed LV Pivot $25,250/ha incl irrig plant; dryland
$19,000/ha.
Boag Road 1/07/2018 $2,682,000 79.3 927 $33,198 $35.31 $23,034 $24.50 Part of a larger unit which also leased land next door. Rolling medium soils. B 4.1% 5.80
Purchased by lessor. Two dwellings, 40 aside herringbone milking shed and
fair farm buildings
1075 Mossburn 22/06/2018 $11,923,326 425.8 1056 $28,002 $28.91 $21,817 $22.53 Part irrigated Northern Southland platform. Approx 130 hectares under pivot B Better 5.8% 4.80
Lumsden Road irrigation. Flat to easy sloping contour. Mostly Oreti and Dipton soils. Three
dwellings. Rotary Milking shed. Large calf shed and supporting buildings.
1671 Lorne Dacre 8/06/2018 $9,500,000 257.2 1050 $36,936 $30.65 $29,160 $24.20 Sold to new equity syndicate. Good quality Waikiwi and Woodlands soils. A 5.5% 5.10
Road, Mabel Bush Undulating. Three dwellings. 50 aside herringbone milking shed. Good farm
buildings. Two herd homes wintering 300 cows.
658 Pahia Wakapatu 23/08/2018 $5,675,000 244.6 1112 $23,211 $26.25 $16,804 $19.00 Coastal location dairy platform. Two dwellings. 50 bail rotary milking shed. C 5.7% 4.30
Road, Fair farm buildings.
581 Plains Station 7/08/2018 $6,000,000 167.6 1283 $35,000 $32.87 $26,819 $24.62 High performing Northern Southland mid scale dairy unit with average B 4.6% 5.40
Road imports. River flats with some higher terraces. Some non-effective terrace
faces. Good main dwelling plus cottage. 40 bail rotary. Good farm buildings. Better
276 Drain Road, 27/08/2018 $5,511,000 151.6 1154 $36,347 $33.70 $27,617 $25.61 Converted 2009. Flat mostly Braxton soils with Otanamomo (developed A 4.5% 5.60
Northope peat) and Pukemutu soils. Character homestead. Second dwelling for two
staff. 44 aside herringbone milking shed. 300 cow feed pad and silage pad.
Good farm buildings. New water system.
756 Island Edendale 15/11/2018 $7,200,000 221.6 1131 $32,579 $29.14 $25,182 $22.53 Well set up larger scale dairy platform. Has been leasing adjoining 40 ha. B+ 5.4% 4.90
Road, Menzies Ferry Three dwellings. 50 bail rotary with in shed feeding. Gore, Jacobstown and
Charlton soils. Mostly flat. Significant flood risk.
79 Wilson Road, Ryal ~ 26/11/2018 $5,355,000 142.1 1161 $37,675 $32.50 $30,109 $25.98 Flat with Waikiwi, Woodlands and Pukemutu soils. Well laid out. Two A 4.5% 5.40
Bush dwellings. 36 aside herringbone milking shed. Eight bay calf shed and hay
shed.
83 Fraser Road, Flints  30/11/2018 $9,665,000 262.9 1281 $36,751 $31.89 $27,878 $24.19 Flat. Mostly Braxton and Pukemutu soils with some Otahuti, Edendale and
Bush Otanamomo. Well set up larger scale. Three dwellings, 60 bail rotary with
ACRs, auto drafting and inshed feeding. Large range farm buildings A 4.8% 5.30
Wreys Bush 4/09/2018 $31,900,000 1362.5 473 $23,491 $49.38 $17,363 $36.52 Very large scale self-contained. 1600 cows, 645,250kg ms. Flat. 249 B 5.2% 8.20
paddocks. Seven dwellings, 80 bail rotary, calf sheds for 820 calves. Two
wintering barns for 1700 cows. Purchased by NZSF.
555 Collinson Road, 18/01/2019 $5,406,900 142.3 998 $38,000 $34.17 $29,570 $26.59 Flat. Mostly Pukemutu soils. Two dwellings. 40 aside herringbone milking A 4.0% 5.70
Tussock Creek shed. Good supporting farm buildings Good layout.
259 Teviotdale Road, 14/02/2019 $9,800,000 299.3 1092 $32,739 $29.28 $25,555 $22.86 Flat to easy undulating with Aparima, Pukemutu and Isla bank soils. Fair A 5.4% 4.90
Isla Bank layout with two underpasses. Three dwellings plus worker unit. 50 bail high
spec rotary. Full range good farm buildings.
86 Forbes Rd, 24/04/2019 $7,839,000 162.4 1324 $48,269 $39.04 $36,697 $29.68 Sold on lease back basis. Purchased by Bulb interest as Waikiwi soils. Flat A 4.1% 6.50
Woodlands rectangular farm. Two dwellings. High spec 64 bail rotary milking shed.
Large range farm buildings. Converted 2009. Production adjusted as milks
off 23 ha lease.
793 Edendale 10/04/2019 $3,300,000 86.2 1071 $38,263 $33.89 $29,100 $25.78 Undulating, mostly Waikiwi / Woodlands soils. 2008 3 bedroom dwelling. 43 A 3.9% 5.60
Woodlands Hwy, herringbone milking shed. Good farm buildings
Dacre
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Sale Price MV Net as multiplier of

Production per hanetof SP /aveeff Land value LV/ave eff Quality Relationship to ROTFC (ave efficient) Milk Price - ave eff. 5
Location Sale date Sale Price Area (ha) per ha Shares kg ms per ha kg ms Comments Ranking subject property rolling ave payout yr ave plus forecast
2360 Orepuki 1/05/2019 $9,000,000 413.7 582 $21,751 $33.61 $16,742 $25.87 Self-contained coastal dairy unit. Flat to rolling with gully. Mokatua soils. C+ Inferior 5.1% 5.60
Riverton Highway Three dwellings. 50 bail rotary milking shed. Good range farm buildings.
2422 Orepuki 1/05/2019 $5,000,000 269.8 756 $18,528 $25.68 $12,977 $17.96 Rolling platform of circa 200 hectares with the balance as support. Mokatua C+ Inferior 4.9% 4.30
Riverton Highway and Riverton soils. Two dwellings. 50 bail rotary milking shed. Fair farm
buildings.
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11.0 VALUATION APPROACHES

11.0.1

11.1

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

Summation Valuation per Hectare

11.1.1  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

11.1.2 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.

11.1.3 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.

Undulating to rolling Eastern / $15,000 - $23,000/ha $18,500/ha
Northern Southland dairy

Steeper dry stock $5,000 to $15,000/ha $10,000/ha
Scrub and waste $1,000 to $5,000/ha $2,500/ha

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

i:]
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11.2

Improvements

11.2.1

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

Replacement Cost Approach

11.2.2

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

11.2.3

11.2.4

11.2.5

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 m? 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

11.2.6  Housing: Fair to good quality owners / managers residence. Two good worker
accommodation units. The number of dwellings and accommodation numbers
are inadequate. A further accommodation facility for staffing levels of this size
property is warranted.

11.2.7 Milking shed: Well sited and in good condition with good capacity and
appropriate plant.

11.2.8  Productive farm buildings: Adequate range and condition

11.2.9  Fencing and subdivision: Good

11.2.10 Farm water supply: Good
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11.2.11 Races and layout: Good.

11.2.12 Effluent: Good

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

Description

Rolling Platform
Dry stock grazing
Scrub, waste etc

Total Land
Improvements
No
Fencing Pdks Av pdk size
50 7.0
Water Supply
Races & Lanes
Effluent
Bridges
Underpass
Shelter
Other
Total Paddock Improvements
Paddock Value
Building Age
Dwelling 1970s G
Surrounds
Dwelling 2001 G
Car Port 2001 G
Surrounds
Dwelling 2001 G
Car port G
Surrounds
Milking Shed 2001 G
Calf Shed 1980s G
Hay Barn 1980s G
Hay Barn 1980s G
Hay Barn 1980s G
Calf Shed 1980s G
Woolshed 1980s F
Fert Bin Mixed F

Total Buildings
Total Improvements
Total Land & Improvements

Household
Chattels

Farm Chattels
Milking and Effluent Plant & equipment
Supplement

Market Value net of Shares

349.9

Area
349
349

5800

Condition Quantity

216
1
87
18
1
57
18
1
60
108
108
204
108
605
150
111

Unit
Price  Provisional Final
18500 6086500
10000 170000
2500 9750
0 per ha
6266250 6270000 $6,270,000 $17,916
Rate VTP
350 122150
300 104700
25 145000
150000 150000
0
0
20000 20000
0
541850 540000 $540,000
$6,810,000 $19,459
Rate VTP
1000 216000 $216,000
25000 25000 $25,000
1350 117450 $117,000
150 2700 $3,000
10000 10000 $10,000
1350 76950 $77,000
150 2700 $3,000
10000 10000 $10,000 $461,000
11000 660000 $660,000
70 7560 $7,000
30 3240 $3,000
30 6120 $6,000
30 3240 $3,000
80 48400 $48,000
75 11250 $11,000
50 5550 $6,000 $744,000
1206160 $1,205,000 $1,205,000
$1,745,000

$8,015,000 $22,902

$10,000
$10,000
$235,000

per ha
$8,270,000 $23,631

11.3 Summation Valuation per kilogram Milk Solids
11.3.1 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
filll LOGANSTONE Page 22 of 29
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11.3.2

11.3.3

11.3.4

11.3.5

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

$24 to $35 $26

We have adopted the level at the lower end of the range of the comparable
sales due to the location, production and quality of the property.

We can now estimate the market value as;

Average Efficient Market Value per kg Estimated Market

Production Milk Solids Value
314,000 kg ms $26 $8,164,000

114 Income Valuation Approach — Income Capitalisation Approach

11.4.1

11.4.2

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
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
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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.

11.4.3 The capitalisation rate, being the market analysed return on total farm capital,

is determined from our sales analysis and is provided below:
3.9% to 6.0% 5.5%

11.4.4 We have adopted a capitalisation rate at slightly below the average due to the
good location of the property and potential to improve production via
supplementary feeding if desired.

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

Av Eff ms (6 yr ave at agreement date) Total
Gross Farm Income 314,000  Milk Price $5.98 per kg ms $1,877,720
314,000 Dividend $0.20 per kg ms $62,800
314,000  Stock $0.35 per kg ms $109,900
Other Income $-
GFI Total $2,050,420
Farm Working Expenses 314,000 $4.20 per kg ms $1,318,800
Other $-
Total Expenses $1,318,800
Wages of Management $100,000 $100,000
EBITDA $631,620
Market analysed capitalisation rate range 3.9 % t0 6.0%
Adopted capitalisation rate 5.5%
Total Farm Capital $11,484,000
Number Price
less Shares 314,000 $3.99 $1,252,860
Cows 800 $1,800 $1,440,000
R1 Heifers 200 $800 $160,000
Plant 314,000 $1.00 $314,000

Land and Improvements, Chattels and Milking Plant

11.5

Income Approach — Multiplier of Milk Price

$8,317,140

11.5.1

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

Average Efficient production - kg milk solids 314,000
Average of 5 year historic plus Fonterra $5.98
Forecast Milk Price at date of valuation

Total Milk Income $1,877,720
Market Analysed Range of Multiplier 4.1t06.5
Adopted Multiplier 4.4
Estimated Market Value of Land and $8,261,968
Improvements, Chattels and Milking Plant

Equipment

Say $8,262,000

11.6 Valuation Approach Summary

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

Valuation Approach Market Value Estimate

Per Hectare $8,270,000
Per kg Milk Solids. Average Efficient $8,478,000
Income Capitalisation $8,317,000
Multiplier of Milk Income $8,262,000

11.6.2  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.

11.6.3  We therefore adopt the market value at $8,270,000.
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12.0 PROPERTY DETAILS

12.1 Legal Description

12.1.1  We refer to the attached Record of Title (“titles”) at Appendix B contained
within the Southland Land Registration District. To summarise:

Title Area (ha)
Registered Proprietor Description Identifier
Coldstream Downs Limited Lot 18 Deposited Plan 502 SL7D/78 169.1586 ha
Coldstream Downs Limited Lot 19 Deposited Plan 502  SL4A/1035 94.1223 ha
Coldstream Downs Limited Lot 20 Deposited Plan 502 SL7D/79 86.6836 ha
Total Land Area 349.9645 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.

Title Identifier SL7D/78:

e Land Improvement Agreement pursuant to the Soil Conservation and Rivers
Control Amendment Act 1959

e Subject to a right to convey water over part marked A, C on DP 355638
created by Easement Instrument 6512246.6

e Subject to a right to convey water over part marked A, B on DP 355638
created by Easement Instrument 6512246.8

e Subject to a right to convey water over part marked A, B on DP 355638
created by Easement Instrument 6512246.9

e Mortgage to Bank of New Zealand

Title Identifier SL4A/1035:

e Land Improvement Agreement pursuant to Section 30A Soil Conservation
and Rivers Control Act 1941
e Mortgage to Bank of New Zealand

Title Identifier SL7D/79:

e Land Improvement Agreement pursuant to the Soil Conservation and Rivers
Control Amendment Act 1959
e Mortgage to Bank of New Zealand

12.1.3 In our opinion the above registrations of interests have no material impact on
the value of the property under current land use.

12.1.4  We note a ‘paper road’ dissects the property which forms part of the effective
area. We base our assessment on the paper road remaining unopened.
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12.2 Rating Valuation

The Rateable Values assessed as at 1 September 2018:

Land Area Value of Land Capital
Property (ha) Improvements Value Value
1741 Waimea Valley Rd 349.9645 $1,900,000 $6,600,000 $8,500,000
12.3 Rates

For the 2017/2018 Year (GST inclusive):

Land Southland Environment Southland
Property Address Area (ha) District Council Regional Council

1741 Waimea Valley Rd  349.9645 $13,578.35 $3,980.79

12.4 Resource Consents

12.4.1 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 Coldstream Downs Limited Coldstream Downs Limited

ol e e 201629 300572

Type Water Permit Discharge Permit

Source To dam water and to take water from Discharge of dairy shed effluent to
North Peak Stream at Waimea Valley land. Excludes effluent from winter
Road at above normal flows, to put milking, or any feedlot or wintering
into a storage reservoir pad.

The abstraction shall not reduce the Maximum 1200 cows. 5,400m3
rate of flow in North Peak Stream to effluent storage pond.

less than 25 litres per second

Expires 13 December 2037 6 October 2021

12.5 Production

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

Area per eff cows/eff kg ms /

Year kg ms (total) Eff ha per ha ha Cows ha cow
2013.14 325183 349 313 932 1039 800 2.56 406
2014.15 300458 349 313 861 960 800 2.56 376
2015.16 315456 349 313 904 1008 800 2.56 394
2016.17 314000 349 313 900 1003 800 2.56 393
2017.18 281500 349 313 807 899 660 2.11 427
2018.19 263266 349 313 754 841 718 2.29 367

12.5.2  The current cows are breed is mainly Jersey Friesian Cross.
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12.5.3  The following is our assessment of the production under an average efficient
operator:
Effective Platform Ha 313
Peak Cows 800
Cows / ha 2.56
Base pasture production - kg DM per ha 11,000
Utilisation 85%
kg DM : kg ms conversion 10.8
Base pasture production - kg MS 270,977
N Fert - kg N per eff ha 110
kg DM Response per kg N 10
Production from N - kg MS 27,098
Production from Pasture Grown -kg MS 298,075
Supplement Imports % Total Production 5.0%
Production Attributable to supplement imports -kg MS 14,904
Total Ave Efficient Production -kg MS 312,978
Say 314,000
kg MS per ha 1,003
kg MS per cow 393
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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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Pege 2
Coldstream Downs Dalry Farm Limited

DIRECTORS REPORT

FOR THE YEAR ENDED 31 MAY, 2019

The business of the company through Iis subsidiaries Coldstream Downs Lid and Celdsiream Downs Shamemilking

Lid I= dalry farming.

IS YEAR LAST YEAR
The oparating surplus (defl) of the compasny
fior the year ended 318! hay 2018 weas (B6EB,8B3) 421,760
Tetion charge for the year was (18,163) (103,208)
Dividends Pald & Provided wose {136,000) {315,000)
Capitsl Rapald to Minority was =

it e mol proposed io make any tranefsr o mesrves.

Relained Eamings af 1e! June 2018 wars 1 TBD.E!-E- 1

RefinedEaming t 3 Moy 200 s rimes
Thie state of 1he company's affaire ot 3st May 2000 woe-

§ 7728386

8,235,000

faunts iotolied 7,008 337
amd wore financed by
Shareholdess equity of E,513,024

and Kabiiftios of 1,482,313 1,481,205
5 _reesw, 3 Ipmsss

The Boerd of Diractors presen thedr annual rapert, Inciuding the Anendal stalemants of the Company far
thi year ended 31 May 2018,

Dirnctors intereats;

Directors holding offios during tha year wers R R Dickie, § J Barr snd J H VWhitiock

Thare wene ne company sheres ssquired or dsposed of by directore during B year

No entries were mada Into the company’s intersst register dusing tha year

Adminlstration Services amounting to $3,5685 wara provided to the Group by Reger Dickle (MZ)
hmmmlw.mlmwmmm“pMMmm
cammanciial berme.

Accounting Berviets amounting to §7,8681 were provided to the Group by horkhems Wanseray Lid
i wikiloh Jaif Whitlook, a director, e siso n direcsor. Tha senieen wore provided on normal
commarcial 1ems,

Mo directors fees ware pald to direcions during the year, and ng othar remuneralion vwes pald to direciars
during th yoar,

Thene were no donations mada by the company during the year
o empioyess of former employess wers pald in xosss of $100,000 in the year

Far and en behalf of the Hoard of Dinssdars Iy
A

/& ¢ A 4

Directar e ﬁl‘ﬁﬁ"
20 Saplernbar 2019 28 Baplembar 2018



Coldstream Downs Dairy Farm Limited Page 3

STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 MAY, 2018
Motes GROUP 201% PARENT 2018 GROUP 2018 PARENT 2018

3 ] 5 5
Operating Revenue
Stock Proceads 149,152 - 140,007 -
Less Stack Purchases (32,833) - (86, 100) -
Change in Livesiock Values {277,.700) - H.275 -
Gross Income fram Livestock [(161,187) - 74,182 =
Milk Proceads 1,670,681 - 1,883,700 #
Dlvidends Received 253 - 95,541 -
Interest Recalvead - - -
Sundry Revenus 10,467 1,406
Revaluation of Investmenls - Fonterra 16 - -
Revaluation of Invesimenis - Other 1,804 - 1617 -
1,622 134 - 2,060,449 -
Operating Expanses
Rates & Insurance 31,218 - 32,085 -
Interest & Finance Charges 40,248 - 49,244 .
Animal Heallh 52,341 = 56,436 -
Audit Fees 11,574 - 10,850 -
Fead, Hay & Silage 105,083 - 132,058 .
Grazing Fees 364,392 . 267,864 .
Sharemilker Payments 329,283 - 366,320 -
Cther Farm Working Expanses 238,198 - 178,598 .
Pasiure Maintenance 135,784 - 145,835 -
Repais & Mainienance B7 875 . o7 811 .
Depreciation B T2.076 . 77,408 -
Revaluation of Investmenis - Fontesra 16 629,145 - 263,733 -
Revaluation of Investments - Other - - - -
2,081,017 - 1,638 650 -
Operating Surplus |Deficit) before Tax (BEE BRI - 421,709 -
Inceme Tax Expensa 4 18,183 153,306
Operating Surplus (Deficit) after Taxation (6BT 0E8) - 228,493
Ciher Comprehensive Incoma - - - 3
Total Comprehensive incoma (G5BT 066} = 228 453 =
Altributable to Ownars of the parent company (587 066) - 225,493 -
Attributable to Minortes = - . z
(587,066) - et 228,483 -
These Statements should be read in conjuncion with the notes to the financial siatements Y, “‘-’*‘5}_
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Coldstream Downs Dairy Farm Limited

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

31 May 2019 - Group
Total Comprehansive Income for Yaar
Capital Contributed (Repaid)

Less Dividends Pald & Provided
Total Movament in Equity

Equity at Beginning of Year
Equity at End of Year

31 May 2013 - Attributable to Owners of Parent Company
Total Comprehensive Incoma for Year

Less Dividends Paid & Provided

Total Mavermnent in Equity

Equity at Beginning of Year
Equity at End of Year

31 May 2019 - Attributable to Minorities
Tatal Comprehensive (ncome for Year
Capital Contributad (Repaid)

Less Dividends Paid & Provided
Tetal Movemant in Equity

Equily at Beginning of Year
Equity at End of Year

21 May 2019 - Parent

Tolal Comprakensive Income for Year
Less Dividands Paid & Pravided

Total Movement in Equily

Equity al Beginning of Yaar
Equity at End of Year

These Statements should be read in conjunction with the nates to the financial statements

Page 4
BHARE RETAINED TOTAL
CAPITAL EARNINGS EQUITY
$ § 5
[587,066) (587,065
= (687 066) (58T, DEE)
- 135,000 135,000
: (722,068) {722.066)
4,400,000 1,835,090 §,235,080
& 400,004 1,113,024 8,513,024
- (587, 066) (587, 068)
- 135,004 135,000
- (722,068) {r2 ,0646)
4 400,000 1,835,080 B,235,090
4,400,000 1.113,024 5,513.024
— —————— =
=—=- — = =
4,400,000 (226,358) 4,173,601
4,400,000 (205,309 4,173,801
:1‘-\"“-' LJLJ"'-{".-



Coldstream Downs Dairy Farm Limited

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 MAY, 2019

31 May 2018 - Group
Tota| Comprehensive Income far Year
Capital Gonfriouted (Repaid)

Less Dividends Paid & Provided
Tatal Movement in Eguity

Equity at Beginning of Year
Equity &t End of Year

31 May 2018 - Attributable to Owners of Parent Company
Taotal Comprehensive Income for Year

Less Dividends Paid & Provided

Tatal Mavemanl in Equity

Equity at Beginning of Year
Equity at End of Year

31 May 2018 - Attributable to Minorities
Total Comprahensive Income for Year
Capital Confributed

Less Dividends Pald & Provided
Total Movement in Equity

Equily st Beginning of Year
Equity at End of ¥ear

3 May 2018 - Parent

Tolsl Comprahensive Incamsa for Year
Less Dividends Peid & Provided
Total Moverment in Equity

Equity at Beginning of Year
Equity al End of Year

Thess Siatements should be read in canjunction with the notes to the financial statemens

Fage 5
SHARE RETAINED TOTAL
CAPITAL EARNINGS EQUITY

§ 5 5

- 28,493 278,493
- 228,403 228,493
. 316,000 315,000
. {85,507) {66,507}
4,400,000 1,821,687 6,321,587
4, 400,000 1,835,080 6,235,080
- 228,493 228,493
- 415,000 315,000
- {B6,507) {B8,507)
4,400,000 1621587 6321597
4,400,000 1,835,080 5,235,080
- o = = e
4,400,000 (226 388) 4,173,801
4,173,801

4,400,000 - [228,399)

.":“x‘**'?' -I'E‘I-I:r_‘-._._

e

A4 \F

5

[ PR
e il



Cofdstream Downs Dairy Farm Limited
STATEMENT OF FINANCIAL POSITION

AS AT 31 MAY, 2078

Cumrant Assels
Cash and Cash Equivalznis
Agconis Recavabla
Prepaymants
Feod on Hand
Proviglon for Texation
Catlle on Hand

Loan io Subsidiany

Total Cusvent Assots

Nan Current Asseis

Ehares in Fanterma

Eharea In Sundry Companles
Sharea n Subsidisry
Fropery, Plant & Equipment
Total Non-Currant Assals
Total Asseta

Current Liabiiltea
Premleion for Texation

Currani Portion of Term Liablitss
GE5T Payabie

Accounts Payabls

Total Current Liahflities

Mown-Cerrant Liebllities
Defered Tax

Fontema Supporl Advancs

Hire Purchase - Profrack

Bank of New Zealand Term Loan
Total Mon-Current Liabliities

Equity
Adttributable to Owners of parent company

AMfributable fo Minorities
Total Lisbilitles & Equity

For apd on beha¥ of 1) board
/f;r__ / /
/>

26 Septamber 2016

Thess Staterments should be read in conjunction with the notes o the financlal siatamants

GROUP 2018 PARENT 2018
¥

Pago &

GROUP 2018 PARENT 2018

28 Seclember 2018

& § -1
8 281228 - 142 467 -
483,724 - B17 413 -
Eﬂ.ﬂm - ﬂ“u ot
50,850 - 36,200 -
120,386 . = r
7 1,162,350 - 1,450,050 .
4,173,600 4,173,800
" 2,138,647 4,173,600 2178070 4,173,
] 1,013,622 = 1,642,787 -
23843 - 21,357 -
- i - 1
a 3 sy - 3 11 -
4.%_. 760 1 ﬁ TSI |
Loy ETEEH  7rmwms TS
- - 108,279 -
8 8421 - 253 84T =
22 654 - 35,344 2
224 726 = 174,732 -
_ﬂflﬂ,T'H = E?EEE =
] 224,602 - 280,508 &
8 = .
) = 7,585
L 1,01 —_— 633000 000 -
1 = Hﬂ,tﬂi: ___—I-
5,613,024 4,173,601 8,236,000 4,173,801
_B513.024 173 807 'gg&.um; 3601
7008337 4173 1725385 ﬁ" 1
L} HIFI
/)
I|_- Il. fl
'ﬁim:ﬁw'l



Coldstream Downs Dairy Farm Limited

CASHFLOW STATEMENT
FOR THE YEAR ENDED 31 MAY, 2019

Motes

CASH FLOWS FROM OPERATING ACTIVITIES
Cash was provided from:

Receipis from Customers

Tax Refunded

G5T received

Dividends

Interast

Cash was applied o
Oparating Expenses
Interest Paid

GET paid

Taxation Paid

Met cash infiow (outfiow) from operating activities
11

CASH FLOWS FROM INVESTING ACTIVITIES
Cash was provided from:

Sale of Fixed Asseis

SBala of Investments

Cash was applied to;
Minority's sharas in Subsidiary
Loan to Subsidiary

Purchass of Fixed Assels
Purchase of Investments

Met cash Inflow {outhiow) from investing acllvities

CASH FLOWS FROM FINANCING ACTIVITIES
Cash was provided from,

Share Capital Subscribed

Loan Advancas

Caszhwas appliad o

Dividands Paid

Loan Repayment

Net cash inflow {outflow) from financing activities

Met Increase (decraasa) in cash hald
Balance at beginning of year

Balance at end of year 31 May 2019 B

These Statements should be read in conjunction with the notes to the financal slatements

GROUP 2019 PARENT 2018

Page 7

GROUP 2018 PARENT 2018

5 $ § 5

1,743,213 = 1,850,112 -
. (6,275)

253 - 95,541 =
1,743,488 - 1,039,378 :
(1,258,038) (1,200,054) -
(40,689) - {45,553 2
[glﬁaﬂj = = -
(264,241) (122,941) -
{1,572,554) - {1,368,543) -
170,812 - 570,830 -
(23,347) - (72,452) -
{702) - (27) -
{24.048] - (72,479) -
(24,049) E [72,479) -
200,000 : 5 i
200,000 - - -
(135,000} - (315,000) -
73,101} - [494,667) -
{208,107} - (809,667) -
(8,101) : (B09.B67)  __ -
138,762 1211,318) -
142 467 - 453,783 -
281,229 142,457 -




Coldstream Downs Dairy Farm Limited

STATEMENT OF ACCOUNTING POLICIES AND
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS Page 8
FOR THE YEAR EMOED 31 MAY, 250

1. Summary of Significant Accounting Poficis

Raporting Entlty
Cokdinears Dovns Dairg Fann Lid i & comgany registered under the Coipdnias Acl 1503,

The group cansils of i Panent company Coldsinsdim Drsng Dairy Farm Lid, which s an lesuer, and ifs wholy cwiied aupgidiary Godsresm
Do 18, @nd 100% subaidiany Soldsream Dowes Bharemiking Lic,

Thisa vewrclad shriemans dre b7 & S07ema: ragistmred under e Finangal Markets ConductAcl 2013, and #a have been prepare
in aicoosdanoe vk the Finendal Markels Sonduct Act 2013
The Board sdtartsa (he reloase of theas fisencial slalaments on 26 Saptaflar 2010,

Thia accounting prnoiples fecagnisad fE sopropiate foe ths meaeamond and reporiing of fingrcisd perfammance and finsfisl
somnn on i hidlaros cost Basis are follomesd by Sl grop, with the excepion thal oeiai assels a5 eecdied Ealow have
e, era R

Thess financa) Matements have been prepeesd in socontance =i generdlly soeapied accountng prachcs In New Dalans and
with Hew Zeaiand squivaients i Inlemational Fiancel fegoring Slandards. The francal sammant aka comply with
Ireenedional Finanein) Rascrrng Standards. Fior $e purpess the compeny hos desgnatad Bsek as praft-omedieg,

Tha Anancial stabemeanis compnes the coraoidaled nafcis galements of the greup and 1ho ssparaic fimancial staleerenls of
Ihe pacenl pampang

The infamalion s prasaniad in Mew Zealand goliars which is ne funchional and phesanfarion cumency.
AN Bguos in Lhe Finansisl Slabsmants nan been rounded 12 the naanest collar.

Basks of Preparation

senndards, aeendments and Interpretstions b eaksling standards thal are not yet affective and have fal bean sty adootod
by ke graip.

Thee [oliwing sancards, amendmenis and PArpowEtons |0 exisling siandands nee been publshed and &v randziony io [he
proup’s aocaunting perkads Geginning on or after 1 Jemsand 2079 of gk perinds, ot the grous has nol ety sfcpbed Pam:

W IFRS - Leasas (Effective fram 1 Jamueny 2078

NZ FRS 15 Leas=a wil raplace NZIAS 17 leases. FRS 16 ragures lessaes i g iise 8 lase Gandiy relecing tiune
lengs payersess and a nghi-cluse sssel b 5l ases, with tha oplions gcsaphion of shoddem asid i ignses of kew-valus
g9t Tha slandard Is effeeue for annoal periccs beginnng o o afior 1 January 20189, Earlar appiation s perritid, il
ERS 15 P [iom Corracks wih Cuslomies has also been adopted. This ia nol sxpecied b hive & M bl impact on the
eronig's Snancal aterrenis.

Specific Avcounting Policles

T foliowing specific Boccuntng pobces which malanaty ated the messsnesnd of proft and Ihe Enand il pesilion have been
B

{a) Basis of Coneolidation

The constidaing francial masemants inchds [he garers company and He subsidkes pocounied for uaing e urchass method, Al
skgrificaint inler-company rarsacions ang sliminaled on consoldafen. I the parent company's sepa‘ale Anancle! ealements ivasiments
it puksidanas ans stabed o cost I0ss any oaimment baies

] M aved aimcncied sandmedls sdapted by (e Groun

Tha Genup appikd for e first $me cheisin amendments io ihe sandans, which ane effectiza for Anmial penoos ‘Tegineing o or ater

{ e 3018, T e Pesss not early adopbed #iry 0ifer standarde, imespretalions or amancments Szt e LR (SSUBS DUt ars not vl
aifasthwe

The Groun has appied e flpeng stancans and srendmans for the frst Bme lar telr annual regoring pesied commencing | Jiine HtE.
«  HZIFRS @ Fravcis Insirumeots

» N2 IFRS 15 Revenue from Corlisels with Customen

The Group had 14 change fte accounlng pelces iollowing e adoplon of NZ FRS B ovd HE IFRS 15, These ame deckosad i o 11 and
Histe 1], The adonton o ihe siandards and amurdevsenta fisted anowe did rot e By impacton the amount ecognized in prier pariads
and did not wgrilicanty aiect the curren] o Livea periods.

[t Broperty, Plant and Equlprent

The company s Ihese classes of propeity, plant and equpmeni:
- Frapholy Lang;

- Freshold fikEngs;

- Plani, equipment & Molor Watpches

A property hard ani equipment is inftaly Menrdod at cost

Vamen an Rem ol propedty, pland a0 equipment i= disposai g, any gain or loss b resegnised in e inoome walement and i
coiouated as thi diferenco beresen $e sal pics and the camying valup of the lem

a3 A iy,

Tsum

=
e

ﬁ-"rﬁﬁlhl 2

et



Coldstream Downs Dairy Farm Limited

STATEMENT OF ACCOUNTING POLICIES AND

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS Fapa &
FOR THE YEAS ENDED Jr MAY, 2015

Deprecation m gmvided for on a Ciminkhing Valua basis on of tangibls properly, plenf and equipment ciliel thian e o and
and capilal wirk In progréss, &1 deprpnialon rales calculaled to sliaeals T8 ARsES' cost ower thelr saimalid csri es

Major Depredalen Periods an:
« Lo Dwmiapment I8 yezm
- Freshiold Buildngs 50 yoars
« Planlk quisesnt & Moor Vehidee = o 1B years
{d} lenpalrmeit

A gach repotting date, Tha cAMyIng amount of mngitls And inanghin axsets me eivivwd i dRlenTing whefrer Sers is Syt Indicston of impairand 17
s such misatkan esests for an assel he recoveratis amour of the peae! is estimaled in order jo detesming ho exian of the repanEnl loas (I any].
YTy This aseet coms mok genanate cashfioas tat ars indesendani Irem ofrer assets e Corgany sslimabes e recowrssls ameun) of Se cash
gereratng uni Lo which the astel balongs.

A cash genarating unit = defrad as Tha smalies] identifable Graup of Bsset thai generales cash infioves that are Largely indecende of the cash inflows
fipm other assels of groups af assels

Fisoowerable smyent is (he Tigher of flr weike 885 cosls b el avd vER 1 Use: [N assessing vaiUs in 440, (he aslimated fikn pr-tin GSTHoNs 2
A neustad 10 thee pesenl value Using a pre-iax disgount rate el refiaos currem markiet 0B2eEamMonis of the lims kb 0 raney and e ks Boeciin
fo the assei for whict the: astmates of frurs cashficws hiwe nol been adusied.

Il a revalibed assel 5 determined (o be aegained, (he l.u.-pulmunu'mmlpplnumnuhu-r:hmﬁmmwﬂhrmmuiuulnll:uurun.mn oy
perrel g Impairment ksl sepanced in the moome salemant. ¥ tha mpairman foss s subsedquenty raversid, e piviesl b ety aooiied b ihe
Inccime seatermen L [ fdant of creviously sepeniil moairmant losess realing b I asest, with amy (urther increasn iaken fo the revalufon msene
Fio mesets which ang nal mevalued, Bn imgalmment loss & expensed drersiiely fo the inoome statamen, &0 Ivgaiment boes is escsed ony bo the
et that thi GEae(s carryisg Smount does ot exceed ihe canying amaunt that wou'd have Egan delomined rat of desresiaion, i no impaTment Kies
had been reoogrided

|#&) Shene Capkal
Orcinary shames are clessfied & aquily. Diroo cosie of Medhg Bhans are shoen 23 o dacipthon frovn She procesds of he g

M Taxation

The Income (nx sxpense charged b the e Sakerant includes bot the cufven] yesr's provson and the eome ta effec: of
. Taxaein Henporary disssences . aucegl thoae ansmg fom iniisl pesgnitcn of goodeil atd ofter s thal ae not
sdpprociated; and
Oedusiie sepomry difeences b 16 5t Tat s probebie the thay wil oe Lot s,

Temparaty difieiancas ansing fram tmne=sliang, cthar than busiress cormienAlions, afecing neither sccaing prok nor laxakis
profl ang ignosed

Tax affeet doouring (s 2opies on & compralnnsive basis in ol frving diflemnces usng tne Babliy maliod, A defemed e
aka6] i3 oy recognised ¥ e Ben 0w L 1t probabie tees will e futee fexatie (ol 1o utiiss the temparary cilferencas,

I5i] Fleinehel bnstrumants

il Racognifiea, aitial measunerment dnd dereco

Einandal zsse= and fnana) biites are reoogrissd whan [NE Group becomes B pady Lo the contractual prodsions ol e
il inEnament and ame miessured initady a1 tal vakis adjustid B Nansacions cols, sl for TFose camed at fas
koo Hhrough profil o Koas, wihich ans mesrured infaly al fak valoe. Subsequan| meamremen of Ananoial sikis and
financinl listifiies ang described Delcs,

Financial eals 68 dprenngrisad when I conliaciua ngis bo the co s Movs rom e Ananzal mibel sepirn, orunen the
[eginial &E541 and st sutslanial s and resanss are ansfenad A Anasrcial inhibly i3 Sanecognised whan iz esingusig
discharged, cancelsd of apings.

fill Clazsification and submequent measuremenl of fianelal asseis

For the purpase ol subsseguent meosurement, Snancial asets olhvef than ihoss designated and effeiive & hadging
frimbusas BT CA SR nim e falawing carogonns woen sl mosgnlion:

+  |nass and recehvadlas

+ Fingewind patgts ak fairvalue Through prelior inss (FVTRL)

Al Anandal aasets pepest for those ol FYTPL ane sibjec bo reaew & irmpaemen at leal af apch eporing dite to ldengfy
wnether Piedi B Any o ecive evidencs (hal A Tnancll pusel o § §Poup of fnanonl assets i impaied. Cifferent crieda o
dulaaming Impaement ars appied lor each category oF Fnandal aasats, which ane darecibed beims

Allincaima and sEperses realing 1o SnENcal assets thal e recogrissd in prodt or kemn e prasenied within france $osi,
fifencs income o offvee Tancsal fems, aocepliar impeirment offade secsfvalies winich i presented willin clhor expente

i) Losns and mosvalies

Leans and recoivabless ane non-deivatve nancal assets win feed or delerminstla payoess thal an 0ol quoted In an actwsnsamanis
ke, AT INKAT reognition, these aie medsured at amortied coel wEing (he sfecive inkorest meihod, less an L]

ot ol lozses. Dizsmuving & Dmimed where tha et of dscounting b moesbital The Group's essh and cash equvaients

and acoousts recrvabin lall nbo this calegory of inancial inslroenls.

indricaily Shyniican| reosivainies ame conskdeand far impsman | wivi they are pass due or whan har ohjecthe evidancs B racatved tnata
s pesiTe counlongarty will delaul Receivablns that sre nol orsensd to be indivilaly Impared sm reyiEwed i impoimment o Qo
whiE are celeprined by mlamnoe o the industyy and rogion of o counlaparty and other sligiad cradil rak characiedslics. Tive impalrmenl
lo=s estiEln B Inen based on recenl histoncal counterparty dalaull rates for sach |deriified groun

(el Financial agisds o FYTPL
Finsrcis Assals at FPVTEL includs Enancal uzsels Hal are sifer cassiied g et for wmding or that mael cariain candlions ss@an
mamynaled af EVTPL e indlal recogniion. AN gedfvative fraasial AEkumens il i i cifegon:

Assaty in 1S cabagory 80s napaauned ai i valug with Gains of losses reGigrised 10 poofit or boks, The foi values of Minancial assels in e -
calsgery o cefermingd by relerence b aclive mankol Fansicles of @iiog o weUIBNAN IBCTigus el 110 Sefiinh mane! ety S e Aty
*

R [ L



Coldstream Downs Dalry Farm Limited

STATEMENT OF ACCOUNTING POLICIES AND
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS Page &0
FOR THE ¥EAR ENGED 30 MAY, 2019

el Clasaiticetion wod subsagquand measuremerd of foancial labifiies

Trm Grenss's Tnargial lapiFes indude Ecrowings and acoounis fyibia
Financal Eancities ars meas:res sussoquenty at amaillied cop veing the afiscthe Frisredl o

{h} Rocotvales and Payshles

Fipealvasins and paysbies &8 NAaly recamed o Bar vakes and sulsequenty caiced o smcrized cost uzing e afleciie
intnrest melhod, Cus alowancs s mads b rrpaved mosivasies [doubthsl dabds). Tha resuting arnt fir recetvaties i
oo kaialhy difierent from estirated neakapbls value.

[ investments

Inwegiments ore recdrded &R falr vaiug

{1 Bormcraings
Borowings pra indaly recorded & fair veln nel of fronsacton cais incumed, and subsasimnh 8 ameiscd ooal using
(M affectus noeeset method

Al Bormeing coats are rscynifan & BN Epense n e paned (hey ane inouned.
Lhk Revenud

Dprating lernibui
{al Beveriss from chi sale of goods i messumd 3 the fal value of the ongideraton received or receiabie, grass off reburrd and alowanoes,

trade discourts @hd wakine rebates. Aevenus & rescngnised when the sgnificant reks and rewssds of g rEhi have been Lransfinad 10
ihe buyer, recovesy ol # coraideraiion & prabatis, Ihe associated cosls snd pusside seium of goads can be asfmaled reiabh, o thana is no
cantruing mansgemeey; imohvemen wilt the gacds, Trarsiers af fAsks s rowands vary deperding on tha indivicusl e of tha contrac of sake

£} The company has dhaggrigated reverue (fio (asock categeny bpes i [he bio Delou, frix capict N T nature, amound. liming and urcerainty
of peairiue and ciphiows om affecied iy enomio dala.
[Ty Cashfoes
For e purpose of i aan A satemen, caen Incluges cash on hand, deposits ek accall with banks, and Fvasiments
i rvoney sy insliments. netof btk oeenErats.
|re| Geoods and Services Tax
Trich acooints howe baan propesd wedusive of Gotde And Sarices Tax, ouset fof Aocounis payabis ind peoounts moohame, Wit #6 Q5T Inclusive

(nh Biaipoics! Aasls

Bckgical aness managee for producing inid agricuilural produce ar for ransiming inta andiony! boipgics! assels as emesiural & fir yalue, wilth
inmaksed gare o josses mpcded in e stebmant of francal oerformance &8 pan of opeestng myecus, Tha fwesginck is valued &1 manio valug

Iy an indemndent |hmglsh agent m balance dule
(] Fewd an Hand
Fasied e Hand i5 valued a the lowar of cost and net resisstls vallie. Feed hanssaied by fa Farm s walusd al iy WAl at the fme of hanest and subseoudmily
wmlapd 2k Hres lowar o ookl and net realisabis wsue 21 Baance Daie. Cost ik caloutalnd by detenmining tha purdhase prce af e,
Changes In Accounting Pallces
Thers P baan no cranges in scoaanling polickes. A paicies heve bean Frpliesd o Bages consisiert wiih thioes wsed in presicus pess

2. lssued Shares Groug Parent Grosp Parasil
2048 048 gl min
Gedinary Srarus 4,500.000 4,500,000 _A500000 4,500,000
4,400,000 4,400,000 4,400,000 4 400, DY

Coering Pad Up Capllal

Furine: Caphst Paid Up - = - -
Closing Paic Wp Captal 4,404,000 440,000 2,400 00 _ﬂ&
All prcinary 8P have bean fswoed, Thano are 100,000 unpasd ornary shares {2018 100,000). H shanes bava sgml voling rghts and ghars
auually in chiderds ard suphe oo wndeg up.  Th shbnes hase no per v,
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Coldstream Downs Dairy Farm Limited
STATEMENT OF ACCOUNTING POLICIES AND

WOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

FOR THE YEAR EMOED 21 May, 2078

Retained Eamings Growp Parent Group Pareril
201 i 2018 byl
Halance as &t 1 June 218 1,835,090 (T, 200 1,831,587 (228 e
Operating surplus idefol) afrbutable o iha
sharehchiss of e parent cormpary | 587 6B 3 128,293
Opersfing sunpius (dahel) soritabie 1o
il - . r. ;
1.248,02 (208 5 2,750,080 (224,308
Diwiddands Paid - Sharshcidens of Parend 124, 0an . & 000 -
Dividends Paid - Minonias e 3 . =
Purchiss of Mincity Shoreholdng - -
Balarce Aol 3t May 2018 1!11&.55 B 350 + B35 050 ;EEE
Taxation Group Parent Par  Group Parant
013 Figt] e il
Ha peodi for the year (GEE BRIy - ﬂ T -
el fanks Inooee tox A J05% 180267 ] 118,104 T
Add tsublract) waston afiect of permanen| difanstees. 1,813 1,813
B pvalualon of Investments 178,827 - TRAa2 -
Hand Soheme Valus ron-aeibie adjustmen - - . L
Hecagrilion of i lngses not previously mecog sl . i " §
Dvidany Recehses from Subsaiany - - * -
Imputation Cradis Recaiad Tl - 1na -
Incoene Tox Expergs 18122 - TE = -
THE moome 5L BEENSS 6 represesheg by
Caprant T 4,082 - 185,223 -
Dotetred Tax 168 il - 0,06 1
|ncama Tax Expened 18,182 - 153,305 -

Pagn 11

There are o urricognsed incamé tax kases and tming difierences camiad Toreand (2018 M} fol 593-0i against hiwe sieeseatie income subject to

friang Agyenue Departmeny Aalea et

Imputatien Cradit Accaunt Gioup
2a1%
Balpnos a8 &1 1 June 2018 4056
Tax Feforded .
Tax Faid Hia 225
RUNT & impulation Credis o Dinidonis Recsved 118
impuiaion Gnadibe atiacne fo Divdends Paid (A2 B
Balarce o ul 31 May 7013 —7oAABY
Caah and Cash Eguivalants Gnzeify
e
Eark of Hew Zealasd Craoue focoumnls 1,228
i ol Miaw Zealand Call Aoty -
Balorps 2 4l 31 May 2218 FLINET]

Parent
il

Panont Pm  Group
3018 48
= A T
. =R R
z 1]
= UHIHE
= i
Parent Far  Geoup
g aata
143 807
- 147 46T

Tne Coiterram Dmams Lid owordmil b sscured by 8 el morgage orer the farm property and perfected sscurity nleres! in #4 asan and

ofter scquired gropaly,
The m# s S300 000 and $ inlaras mie al yeor end s 7 45%

T. o) Stock an Hand fHroip
Ho k]

R HeiTae 172 1HT B0

2 Heifor and Wived Age Coas 746 1,044 750

[ E AR T IF R

Parent P Group
018 Mo 2018
: 134 106400
. BOT 1344 RSO
. —_G3 1480050

fuasinek of Coldsimamm Downs Lined and Morigsge cver Dalry Gampany Shames in Forens So-Openalbe Lid

Porgnl
men
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Coldstream Downs Dairy Farm Limited
STATEMENT OF ACCOUNTING POLICIES AND

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 M4 20138

Falr vaiee mopsurement of I Graup’s stock an kg

Page 17

The Groups sloek on hand Is simied = market s, Being M fGr viun of he dme o sssalion Tirwe M vafue measunsrmerts of (e Groups Sok an
hand & 8t 31 May 23010 and 31 ey 2518 worg peformed by PG Wiighison Limied, Gong. indopencent variuen fdl 7aiabed In Fa Group PGEG
VWirighitson Limied are spediais lvasiock agents and they e appopdiake qualfications and rescerm Ercpanianta in e falr valus measursmen| of

Tenstocy: i the melewan| iccolgn.

The Fair wiihae of Hii gheek on hand wers delermined besad on (e mast comoarable acproach fal refleuts iransocion prioes fof il er ok,

Thers 5 baan no chanpe jo e Wl ios lehigle fuing the year.

Recondkation af Hisnsars: P, § Mo, ]
Dpscing Siock 34 1,480,050 BA 1 4ESTTE
Pumchases ] aREaa ] =, 100
Sakm &7 -140, 152 7 - 143007
Inirpaggdacraans (n valuss ol 2anis <181 140 T&.482
Mafural Inmedse [-ns ] a Gl ]
Doestpel B WERSInG - 1] ] i
Clogirg Simex _.E.I 1,182 —|!=a|1:|=n:—
The Geoup thoognises revene from e foliaing major soumes:
018 FEiRE ] gl | i
»  Baleof lveskock: 1 Mumber 5 Humber
Salas - Cows B0 134 T3,3T0 107
Eales « BTy Huilar 1,068 3 A [}
Safay - Buln - . 1553 14
Baben - Cabvas &3 056 480 41,082 Fer]
11 Hps of MEk Solkds & Hgs oT Wik Solida
®  Sain ol mik £ ETDBE 63, 266 1 BN T00 283,033
Proporty, Plant & Equipment Oevelopmeal Paani & Mesor
Land EBulldings Expendilare Equiprent Vihlchag Tatal
1 dune 2018
Caonal Pricae 2,008 &1 TE AT 1L T B14 5840 138,738 o, AT0 e
Asmeridaind Depredation - 103 BED ik B {30,065 TA301 Gps AaTd}
gl Book Wake 2. HHE 613 533,504 131 7 283 BT 57 RET Az882M
Agcilioss - 18 e - 18,080
LT . - s - - -
ZEan A2 Ghde4 125,087 01,041 57,267 3,802,301
Oepreciaien 15514 T340 437,922 187 TI,076
LosafGain) an Sale . : - - = :
foef Bogk Walue 2 12 2nm, 531 133,748 250,810 45,744 1A
3 Py 2R
Sost Prige 1,08B 812 TFi8,317 fra L 832,500 T 4 &HE TS
Somimuaiaied Deprecalion ; . (LT BOENE A7z581 LI T
Misl Bools Valos 2 0RE A1% [l 133,748 FEERAL] 40,714 30206
T BT
Cosl Frice a8 812 TIBAET 4,721 a57 851 138,726 410,347
Aocurmuled Decraiagon : - 1 (75,345} (784,68 [T0.707) _‘-%:%
ek Bk Value 2BA AT R 150ATE 173,086 88,040 3
Addifions - = 166 558 - el
Disposals - " - . s -
9,88R512 537004 138,376 320 53 B6.019 3481 418
Cwpicalion - 14,620 8,270 A5 7T : gkl 7405
LosanGak) o Saks - - = - - =
Mat Bogk Valus _zlm' FFRELT 131,067 Foa Nl n:ré_u:l’ ﬁlﬁlg‘ri
a4 May 2018
Coest Price 288012 frem? 24721 H14.500 128,728 4,570 388
Arccursilpied Degeaciation |12 5535 E%g (33 BB} [.?.-ﬁﬁ LEE]
et Book Ve BEHEIZ 53,35 14 2855 3304211

Thit parent company dom fal cwn any prooerty, plact o sgdpmant
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Coldstream Downs Dairy Farm Limited

STATEMENT OF ACCOUNTING POLICIES AND

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS Fage 13
FOR THE YEAR ENDED 31 MAY, 2018

Maon Gurrant Leabilities
Group Parant Far  Groaup Parent
FI ] g 28 2018
B M 2 Term Laan - Curram - - 183,000 -
8 8 2 Tern Loan - Term 1,012,000 - X000 -
Foniuima Prce Suppod Loon - Curest - 44,180
Fonlgma Price Suppaf Lean - Term - - E -
Hire Purciase - Prodrack - Duenent BA31 28,180
Hiss Purehasa - Prodrach - Tent & 7EES
1,021 431 - BMIE =
RAapayable as fofloes
Laes than T Year a3 Je3.047 -
Boteeen 1 - 2 Yoams 1,013,000 G305
Uotwaan 2 -5 Years = " ¥ 2
ingaler than & poirs a - B £
1401 451 - B 532 -

&) Tha bank lans 4 guenira are secured by 8 Sl mevigeos ouer the tam propeny and partecied secunly ntenel n al present and
pter nepisingd property, includng Fvesteds, of Coldsieam Dmant Limias ana Mangage over Duiry Company Shanes in Fonleirs
Co-Opamiie Limbed, ard perfecied soourty inleruet in a9 prasant and afler nogdred propany, incudng Lvesingk, of Coldsirnam Do Limiled,
Eraenmikivg Limited, Cdstrmam Dmams Limied has provided o BNZ guarening 19 Coidsiream D Shacseréhing Limited up i S v of 3350,500
b} Tha bank doms rt cuinestly Rave 2oy Inandal conmnants in pdace

h Tiee bearik bosares haves 3 At of $1,800 000 and ane intensil 8y Tha curmenl nterest rmte @ 365% pa
bass.

& T Fonoma Frice Supnar] Lamn Waa mapid cunng e pel

Fimnandsial Inatrumants
Credit risk

Tes v ket Bt the Group BTES hawe a recaabie from anoihe: party, $ere s @ credi| ek in the eveir of ron-parfommance by
that counterparty. Financal instiments which pilenfaly sutjoct Group enlifes b credi ek princigel i consist of hamk bolnces,
recehbbes, plhar ases.

Tha lesuing Group manages 15 exposusre bo oredd risk

Issareim Renasres o oedi risk o) belancn dine are showh o e Sleinment of Erancal Posiion a5 murentam] teim sisat, No
clateral is heid on thass Bmounis

Ceneenlrabons of ored rigk

Qenup accounls feceivalde nolade S440,540 (X8 8518 357 recalvable Trom Forters, The grous coes Aol e mryy ofer sighifican! corcemimbions
of redi risk

Currancy and Imjeres1 R0 iss

Thare i cumenay sk 1 T sxiand thal income & depsndant o T sale proe schimemd by Fondema Co-Operative Greupwho in lum
incurs currency sk a-mwumnmmwuiulnmﬂnmkhﬂemmmwmmrﬂsHMMatm ek

Falr ualuas

T cgiyig waluss of iskscis Instrments in the Stateman) of Financal Posfon aie corsidead fo be tir wahats and inchce
imlaresk acoruals Al ane included in oument sessivalles and pryabies.

Liguidity Risks

LiniskSly riak reprasents the issulfg Greups abilty lo mest iis fnancial coligations or lime. Far Ihe mosl parl Are Clmpary

gencaaies sulficien cash Soms Bom is apsrstng aclivles \o ik lmely pasrnents. Hdoss howenner maintain commited edbl

ines & cover any prarials. The Rsang Groop has 2 total benk averdeat taclitles of 5300600, M nalance dats raie {20718 48] of fris has
tein Bearosved by e Codngany

Liquiiry Forncasis

Mianagamint Eopervises Bguidiy by monhioning shod:lers and keng-%arm cash Tics Tor up i 5 years

interost Hate Risk

Thee Issuing Grous hes sreesen 1o nhemal dle ik o the estenl IR & bereses for 2 Aoatng RSt rales
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Coldstream Downs Dalry Farm Limited

STATEMENT OF ACCOUNTING POLICIES AND

WOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS Fage
FOR THE YEAR ENDED 31 MAY, 2018

Reconcilintion of Dperating Surplua to Met Groam Farant Par  Group Prran
Cperating Cash inflowiOutflow) Ft] 20E g B
e SurplusfDeticl) sfter lay dor tha year |5ET 0BG} - 298,440 3
Agd fess) non cash dema'-
« Revalustion of Invsiments B2Y, 241 - |18 -
- Dapracalion T2,0ma TTA0S
- (Gonyicss on Spe of Fleagd ALsels a - - s
112,251 - A 014 )
A {less) moveitiant i giheranmking capitsl lesm:
Incressn {iecrease) in acoourds payabls £, 250 - 24,818 -
fnerepsn) decreass in fvesiock an hand T v 124,275) =
(ncrense) decredss i ALH0UNES rEceiabis F3,608 - (24,841} -
(roreaia) decieass In Prepmymants ALl (Bl
{incraasae) decreass (n [aed on hand [15,EEH] - 92 47H 2
increme (dedioask) in G5T payabie {12,808} 2 {10,400 -
meaEss (decmase) in Taaton Payvile (222868 ¥ 5T [
mcranse (decmass) in Dalbred Tax payakie {55008} - 6083 =
Wt cash inficay deratficrw] Imm eperaling activilies 170811 - £70 B30 S

Cantingent Liabilities & Contingent Assets
A137 May 2010 Ing Comoany ras na sign fised canfngen] mesets or oontingsal lRLles, [2010: INID
Capital Commitmants & Non-Cancellable Operating Leasas

A1 11 ey 2078 thyrs wam o capital commitments @nd oo non-cancelabis cpefliog loasas, {2000; 537 343

Evenis Afier Balance Date

Tha Famama mik proe forecast hor e 2000 seasen B 5075 88 a0 38 Jdy 308,

Since batarce daje e Farlens share price hag Ralken 1 $3,19. The Company's shansholding n Fontema fzs bess revalued to refiect i prica
The farm I subijec] B A survedfance by the KEnising of Primary indusires in relainn fo Mypcoplazma Bovia. This will invohe the swabting e
hicodd wesing of tnfi cahves durng e ssason

Thesin waiit o other significan evanis acowing alter balancs Q8.

investment in Subsidiares

2% 015 Businass
Caogsiream Daowns Limded 1804, 100% Diniry Faming
Coiesimarn Doema Shammikpg Limbes 106% 1% Hon Trading

Triz Campary cwmis 100 anilnary shares n Coldairsam Downs Limbes (unpaid), & Coldstream Do Limid ormamis: 1 00% (2017, 1R of
Cokdstneam Cowris Shansiniling Lmited.

Ineastment it Fonlerma Co-operative Group Limitod

Fadh ) 48 FLLH] o ||
B, § Mo ]
Shares held at 1 Jung 2018 317,760 + BE2 TET 317,750 1,006,500
Shares Purtrasad .
Revaluaton of Sranes * - B8 1451 . tﬁ-‘ﬂ.?_%
Srmead [kl 5 3% Moy 2018 FIEKET 1 ga!ﬁ q17.E0 1G4z,

* Agyafued o the Forders Bhans orice al 24 September 2010 of 2218

Related Party Transactiong

a) The suoskkary pait giménistration fees of $3,585 (2018 312,941} o Roger Dickie [P Lid, i which Rages Dicke, 8

dirncins, has & sonlreking Interest The afaunl dveroald o alance diie was 5758 AL 50,887}

ol Compen=sbon ped 0 key meregeienl peraennal during e pesr i NiL

Th srmeint incumed for the prodiskan of Koy managemen) parronnal senoces providied by A senarate masagemtEn] antly dunog ine
yRar was Nl

cf Aessuniing Services amouribing W 87,881 (2018 57, Bak) ware provired do the Gegep by Marikhans Wayedksy Lid inwhich Jed
Vhittack, a drectar, is alie @ direchor. The amaun] cwing & balonce dels was $5.000 (20 55, T

o) The sctsidiany paid no dimdclars iaes 1o Stove Ban curing iha year, {2014 S0
w] Cokdslnesm Downs Limited has 8n adhance from the ek of $4,173,800 (2010 24,772,800}, Poo inienes) s oo ohangss Gt 1B Advanco

1 o relabad party debis haws besn wrillan oft o forgiven during Fe year.
54
h}d" Erl!'l.:‘--_
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Coldstream Downs Dairy Farm Limited

STATEMENT OF ACCOUNTING POLICIES AND

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS Fage 15
FOR THE YEAR EWDED 21 IMAY, 2048

Signlficant Judgemedts & Uncartalntles

T praspraralion o Snancial stalements al s asEty iwohes judgement sod safmalor. The onky migraficant ealimoion reguined for ife s S B vaivation
o Ipsiock. Thers s & ready kel for calry Iesiock i the afea, anid 1he ivestock 1s coufed and valued acnually by & independan) cepert, PPG
Wrightzan Limibad

FIMANCIAL INETRUMENTS
Classes snd calegories of SBnancinl instrumenta and their falr values

Tha fallowing tables cosbing Infarmation about:
wlerres of Anarsa ainimenls faged on tai muie and Crarmoenisics.
I Eistping DNt of fopncil Rikees;
Fatir ke af Srencisl Fatimieh. jeamep! Brascial isilna et wien camying oot appracek e R yalo and
Ty i e EnaRy Weves of fnancd ssects v Rabiiies foraRich feir unlun win diciesed

Fair valus herarciy lovels 1 in 3 are bassd an degrae bo which their fair valoe 5 obeenable:
Lt 1 TR vatiuss (s masrmrmieils @ (o derend Pom qumed priees (unpdisied) ioecthes mactets |00 denioal asssis or SapfRieg
Ll 2 I vk Al RSN AT Hiam dertend {6 WEE SEhT T50m qualed Grioes ncadod wihin Level | tha nop obasvalk Sar o peaed o ey,
gt direclly (L. o proes) o idiecy (e, dedved [rom SRCAR]; &l
u.rn.ulanu-Mumu.uhrhua.-amumun-mpl—:lmM:mmmhmmlwmm:amtnﬂmmmm
marked gata funcosenabie inpols)

GROUP Ncten  Assets af Financial Totsl Lawni
FYTPL Essals ab
amorlised
[=i0]
1 i3 Tatal
31 My 105
Financial Asspls
Cash and Cosh Equivalenis 8 . 220 281,255
Aol Rasshvabin 433,124 483,124
Ghams in Fomema w 3R - 103,622 ‘'poan 10T
Shaia in Sundry Compenes T3 - 23,543 dag I3, HE3
1,037 565 THe 53 - IO E0 (s 1 f7 565
GROUP Fcba Finsneial Totsl
liabities ot
amortidag
coat
31 May 2018
Financial Liabligios
Aperipls Payabie 24,738 34,728
Bank ol Hew Zealand Lear, 1015000 1,013,000
Ha Pushagn 8A4M 2,431
1,285,157 1,245 157
BROUF Motem  Assods ab Fivamsial Tolal Levval
FYTPL assels at
amortieed
eedl
1 R | Tedil
a1 ftay 2018
Finamcial ArAsis
Cosh and Cerh Eguivsienis -] - 143 457 1EE BT
Aecaunis Fecohable B A4S 517412
Ehares ln Fomenm 18 1,642, 7EF = 1AA2TET 1w 1,642,767
Shaies i Sundry Catpanies 24,337 - nar o 1,557
T e EIE D0 2233084 immn LEGLIH
GROUP Hutos Financial Total
latlEtics 2t
I'HD'I'HII‘
wanl
31 May 2018
Fimanclal Lisbities
Apcounts. Poynbie 171,732 178,732
Bank ol Mow Zealond Tam Lown ] 013000 §13,000
Fonlama Frice Suppor Lian 9 A4 185 44, %89
Hire Pavsnase - Prolrack a a7 i3 7,343
= 1,066,264 1,088 6
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Coldstream Downs Dairy Farm Limited

STATEMENT OF ACCOUNTING POLICIES AND
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

FOR THE YEAR CNGED 31 MY, 2008
PARENT

34 May 219
Financial Aestn

Lan lo Sutmidany
Sharés i Subeideany

PARENT

31 iy 2018
Financial Axues

Laan b Subeidary
Srares in ubsdisry

Mioles

Financlal Total
mEsets ar
Lokl
4,173,800 4173800
1 1
4,178,801 4 173,801
Firamcial Totad
gl 5
GoRl
4,773,800 4173800
] (]
4 173804 4 17380
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Chartered Accountants Limited . (06) 345 8539

F: (D&} 345 2212
E: ctownigsilks.co.nz
wwrw.silksaudit.co.nz

WFanganis

INDEPENDENT AUDITORS REPORT
To the Shareholders of Caldstream Downs Dairy Farm Limited
Report on the Audit of the Consolidated Financial Statements

Opinion

\We have audited the consolidated financial statements of Coldstream Downs Dairy Farm and its
subsidiaries (the Group) on pages 3 to 18, which comprise the consolidated statement of
financial position as at 31 May 2019, and the consclidated statement of comprehensive income,
consolidated statement of changes in equity and consolidated statement of cash flows for the
year then ended, and notes to the consclidated financial statements, including a summary of
significant accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the consolidated financial position of the Group as at 31 May 2019, and its
consolidated financial perfformance and its consolidated 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)
(1SAs (NZ)). Our responsibilities under those standards are further described in the Auditor's
Responsibilities for the Audit of the Consolidated Financial Statements section of our report. We
are independent of the Group in accordance with Professional and Ethical Standard 1 (Revised)
Code of Ethics for Assurance Practitioners issued by the New Zealand Auditing and Assurance
Standards Board, and we have fulfiled our other ethical responsibilities in accordance with
these requirements. 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 as auditor we have no relationship with, or interests in, the Company
or any of its subsidiaries.

Key Audit Matters

Key audit matters are those matters that, in our professional judgement, were of maost
significance in our audit of the financial statements of the current period. These matters were
address in the context of our audit of the financial statements as a whole, and in forming our
opinion. We do not provide a separate opinion on these matters.

Biological Assets (Livestock)

Why Significant How our audit addressed the key audit
matter

The livestock on hand represents a To address the key audit matter, we:

significant amount of the company's total nat

assets. »  Aszessaed the intemal controls and
systems relating to livestock stock

Livestock was independantly counted on the managsmeant.

31 May 2019 « Assessed the independence and

objactivity of the valuer, Obtained
representation from the valuer of their
independence and their scope of

work, s

Principals: Camaron Town, Talia Andemon-Town

Tararaki larrpagmaiv Ceantral Flateau
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SILKS AUDIT

Chartered Accountants Limited

Directors Responsibilities for the Financial Statements

The directors are respansible on behalf of the Group for the preparation and fair presentation of
the consclidated financial statements in accordance with NZ IFRS, and for such internal control
as the directors determine is necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether due to fraud or error.

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

Auditors Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial
statements as a whole are free from material misstatement, whether due to fraud or error, 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 |5As (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 consolidated
financial statements.

A detailed description of the auditors’ responsibilities including those related to assessment of
risk of material misstatement, evaluation of appropriateness of going concarn assumptions and
determining key audit matters are available on the external reporting board website:
hitp:dhvwaww xrb.govt nz/standards-for-assurance-practitioners/auditors-responsibilities/audit-

report-5¢

Restriction on Distribution or Use

This report [s 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 parmitted 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.

The engagement pariner on the audit resulting in this independents auditor's report is Talia
Anderson-Town.

Aot Al

Silks Audit Chartered Accountants Limited
Whanganui, New Zealand

Date: 26 September 2019
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