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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 20,260kgM“ ďehiŶd last Ǉear’s 
production. The final payout announced by Fonterra was 

$6.35/kgMS, slightly lower than last Ǉear’s paǇout of $ϲ.ϳ0. 

We are in a period of change, a huge example of this is the new 

͞EsseŶtial Freshǁater PaĐkage͟ ǁhiĐh ǁill haǀe ŶatioŶǁide 
implications for our water ways.  Farming now and in the future will 

ĐhaŶge.  The goǀerŶŵeŶt’s aĐtioŶ plaŶ 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.  I believe the 

stock prices will return to previous values in the future. The balance owing on Protrack as of 

31st 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.  

I 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 resigŶatioŶ 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 22nd 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 Ǉear, ǁe said ǁe ǁould ďriŶg three optioŶs to Ŷeǆt Ǉear’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 6th 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. 

I look forward to seeing you at the AGM. 

 Kind Regards, 

 

 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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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.  

1.0.4 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. 



 Page 4 of 29 

Mtr No: 190608 6931 Coldstream Short report 

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

efficient production. 

3.0.3 Under the income approach umbrella the two methodologies used are; 

i) A capitalisation of the Earnings before Interest, Tax, Depreciation and Amortisation 

(EBITDA) under average efficient management after an allowance for Wages of 

Management. This capitalized sum provides an estimate of the Total Farm Capital 

required to operate the business as a standalone unit. Deduction for stock, plant 

and Fonterra shares are required to arrive at the appropriate realty basis that as 

dairy units normally transact in the market. The milk price is based on the average 

past five year actual and current forecast under average efficient management 

production levels. 

ii) 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. 

3.0.4 The above approaches are supported by analysed benchmark levels from sales deemed 

most comparable in the market. 

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

Factor Quality 

Number of comparable sales Poor 

Recent time frame Poor 

Direct Comparability Poor 

3.0.6 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. 

3.0.7 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. 

3.0.8 While farm gate returns have improved for the 2018/19 season this has yet to flow 

through in improved sale prices.  

3.0.9 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.  

3.0.10 The impacts on the farm market of recently announced Southland Regional Council 

rules and Mycoplasma Bovis are yet to be seen.  

3.0.11 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.  
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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. 

Strengths & Opportunities Weaknesses & Threats 

● Well laid out. Good shelter 

● Good soil fertility 

● Good pastures 

● Low input production system 

● Good centrally sited milking shed 

● More supplementary feeding for 

production 

● One dwelling short 

● Northern Southland location 

● Climate has summer dry risk 

● Environmental regulations 

● Volatile milk price pay-out 

● Soft Real Estate Market 
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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 

Improvements 

$461,000  

 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) $23,631 / ha $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. 
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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 

LOGAN STONE LTD 

 
 

Reviewed by: 

 

 

Grant Barron 
B Com (Ag) VFM, MBA, ANZIV, MPINZ 

Mob: 027 2789 663 
E-Mail:  grant.barron@loganstone.co.nz 

Jay Sorensen 
B Appl Sc (Rural Val) Agr Bus, MPINZ, ANZIV 

Mob:  027 498 9932 
E-Mail:  jay.sorensen@loganstone.co.nz 

 

mailto:grant.barron@loganstone.co.nz
mailto: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) 

● International Valuation Standards – Framework 

● International Valuation Standards IVS 101 – Scope of Work 

● International Valuation Standards IVS 102 – Investigation and Compliance 

● International Valuation Standards IVS 103 – Reporting 

● International Valuation Standards IVS 104 – Bases of Value  

● International Valuation Standards IVS 105 – Valuation Approaches and Methods 

● International Valuation Standards IVS 200 – Businesses and Business Interests 

● International Valuation Standards IVS 210 – Intangible Assets 

● International Valuation Standards IVS 300 – Plant and Equipment 

● International Valuation Standards IVS 400 – Real Property Interests 

API & PINZ Valuation Guidance Notes (ANZVGN) 

● Property Institute of New Zealand ANZVGN1 – Valuation Procedures – Real Property 

● Property Institute of New Zealand ANZVTIP9 – Market Value of Rural and Agribusiness 

Properties 

PINZ Valuation Guidance Notes (NZVGN) 

 Property Institute of New Zealand NZVGN1 – Valuations for use in New Zealand Financial 

Reports 

API & PINZ Real Property Guidance Notes (ANZRPGN) 

 Property Institute of New Zealand ANZRPGN1 – Disclaimer Clauses & Qualification Statements  

IFRS (NZIAS Accounting Standards) 

 IFRS 13 – Fair Value Measurement  

 IFRS 16 – Property, Plant and Equipment  

Highest and Best Use 

7.0.2 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: 

Asset 
Highest and 

Best Use 
Realisation 

Period Months 
Alternate Highest 

and Best Use 

1741 Waimea Valley 
Road 

Dairy milking 
platform 

6 to 8  Dairy support 

Market value is defined as: 

7.0.3 “Market Value is the estimated amount for which a property should be exchanged on 
the date of valuation between a willing buyer and a willing seller in an arm’s-length 

transaction after proper marketing wherein the parties had each acted knowledgeable, 

prudently and without compulsion.” 
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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.  It is on this basis that we will assess the fair market 

value of the subject property (but excluding Fonterra shares and supplements).  

Plant and Equipment 

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

1. Milking shed, plant and equipment. 

2. Effluent plant equipment. 

3. Farm chattels i.e. electric fence units. 

4. Household chattels - normal. 

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 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. 

9.0.2 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%. 

9.0.3 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.  

9.0.4 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. 

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

 

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 

$
3

.8
5

$
3

.8
7

$
7

.5
9

$
4

.7
2

$
6

.1
0

$
7

.6
0

$
6

.0
8

$
5

.8
4 $

8
.4

0

$
4

.4
0

$
3

.9
0 $
6

.1
2

$
6

.6
9

 

$
6

.3
5

 

$0.25 $0.59

$0.31

$0.34

$0.27

$0.30

$0.32 $0.32

$0.10

$0.25
$0.40

$0.40
$0.10 

$0.13 

$0.00

$1.00

$2.00

$3.00

$4.00

$5.00

$6.00

$7.00

$8.00

$9.00

$
 /

 k
g

 m
il

k
 s

o
li

d

Fonterra Payout 

Milk Price Cash Dividend
Source:  Logan Stone Limited Research



 Page 12 of 29 

Mtr No: 190608 6931 Coldstream Short report 

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. 

 

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.  

Year 

Effective Dairy Platform ha – 

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). 



 Page 13 of 29 

Mtr No: 190608 6931 Coldstream Short report 

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. 

 

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 commodity dairy prices, the exchange rate, and 

the downstream processor and marketer’s performance. The most influential 
determinant is world commodity 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. 

Year 
No 

Sales 

Ave SP/ha 
net of 
shares Variation 

Ave SP/kg 
ms average 
efficient net 

of shares Variation 

2007 46 $25,071 
 

$25.42  

2008 33 $37,261 49.0% $36.29  43.0%  

2009 14 $30,639 (18.0%) $28.92 (20.0%) 

2010 17 $30,172 (2.0%) $28.86  –   

2011 37 $30,647 1.5% $30.57  6.0%  

2012 15 $29,623 (3.0%) $30.34 (2.0%) 

2013 37 $35,389 19.0% $31.01  2.0%  

2014 33 $38,914 10.0% $34.45  11.0%  

2015 19 $37,795 (2.9%) $33.00 (4.2%) 

2016 13 $34,257 (9.4%) $35.56  4.7%  

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; 

 

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; 

Item Comment 

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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Item Comment 

improve land holding scale. NZSF has been 
active. 

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

Dairy profitability 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. 

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

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

Higher land use opportunities None obvious on large scale. 

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

Impact of New Environmental Rules Limiting for new dairy. Impacts still unclear. 

9.5.6 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 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. 

10.0.2 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. 

10.1 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. 
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Location Sale date Sale Price Area (ha) 

Production 

per ha 

Sale Price 

per ha net of 

Shares 

SP / ave eff 

kg ms 

Land value 

per ha 

LV/ave eff 

kg ms  Comments  

Quality 

Ranking 

Relationship to 

subject property 

ROTFC (ave efficient) 

rolling ave payout 

MV Net as multiplier of 

Milk Price - ave eff. 5 

yr ave plus forecast 

247 Mataura Island 

Road 

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 

Fleming soils. Riverine Physiographic zone. 1960s B&R dwelling, 18 aside 

herring bone milking shed. Good supporting farm buildings. 

B   4.8% 4.70 

231 Mokotua Road, 

Mokotua 

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 

soils. Oxidising and Gleyed physiographic zones. Three bedroom dwelling, 

30 aside herringbone milking shed, implement shed and calf shed. 

B+   4.5% 5.60 

2237 Winton 

Hedgehope Road, 

Hedgehope 

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, 

Upgraded 18 aside herringbone milking shed. Fair other farm buildings. New 

200 cow feed pad. Currently wintering on. 

B-   5.7% 4.10 

136 Selbie Road, 

Lowther 

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 

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. 

C   4.5% 5.20 

599 Lumsden 

Mossburn Road, 

Castle Rock 

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 

near flat contour. Three dwellings. 70 bail rotary milking shed. Basic range 

of farm buildings. Analysed LV Pivot $25,250/ha incl irrig plant; dryland 

$19,000/ha. 

B Better 6.0% 4.40 

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. 

Purchased by lessor. Two dwellings, 40 aside herringbone milking shed and 

fair farm buildings 

B   4.1% 5.80 

1075 Mossburn 

Lumsden Road 

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 

irrigation. Flat to easy sloping contour. Mostly Oreti and Dipton soils. Three 

dwellings. Rotary Milking shed. Large calf shed and supporting buildings. 

B Better 5.8% 4.80 

1671 Lorne Dacre 

Road, Mabel Bush 

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. 

Undulating. Three dwellings. 50 aside herringbone milking shed. Good farm 

buildings. Two herd homes wintering 300 cows. 

A   5.5% 5.10 

658 Pahia Wakapatu 

Road,  

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. 

Fair farm buildings. 

C 

 

5.7% 4.30 

581 Plains Station 

Road 

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 

imports. River flats with some higher terraces. Some non-effective terrace 

faces. Good main dwelling plus cottage. 40 bail rotary. Good farm buildings.  

B 

Better 

4.6% 5.40 

276 Drain Road, 

Northope 

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 

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. 

A   4.5% 5.60 

756 Island Edendale 

Road, Menzies Ferry 

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. 

Three dwellings. 50 bail rotary with in shed feeding. Gore, Jacobstown and 

Charlton soils. Mostly flat. Significant flood risk. 

B+ 
 

5.4% 4.90 

79 Wilson Road, Ryal 

Bush 

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 

dwellings. 36 aside herringbone milking shed. Eight bay calf shed and hay 

shed. 

A   4.5% 5.40 

83 Fraser Road, Flints 

Bush 

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 

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 

paddocks. Seven dwellings, 80 bail rotary, calf sheds for 820 calves. Two 

wintering barns for 1700 cows. Purchased by NZSF. 

B   5.2% 8.20 

555 Collinson Road, 

Tussock Creek 

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 

shed. Good supporting farm buildings Good layout. 

A   4.0% 5.70 

259 Teviotdale Road, 

Isla Bank 

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 

layout with two underpasses. Three dwellings plus worker unit. 50 bail high 

spec rotary. Full range good farm buildings. 

A   5.4% 4.90 

86 Forbes Rd, 

Woodlands 

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 

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. 

A   4.1% 6.50 

793 Edendale 

Woodlands Hwy,  

Dacre 

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 

herringbone milking shed. Good farm buildings 

A   3.9% 5.60 
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Location Sale date Sale Price Area (ha) 

Production 

per ha 

Sale Price 

per ha net of 

Shares 

SP / ave eff 

kg ms 

Land value 

per ha 

LV/ave eff 

kg ms  Comments  

Quality 

Ranking 

Relationship to 

subject property 

ROTFC (ave efficient) 

rolling ave payout 

MV Net as multiplier of 

Milk Price - ave eff. 5 

yr ave plus forecast 

2360 Orepuki 

Riverton Highway 

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. 

Three dwellings. 50 bail rotary milking shed. Good range farm buildings. 

C+ Inferior 5.1% 5.60 

2422 Orepuki 

Riverton Highway 

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 

and Riverton soils. Two dwellings. 50 bail rotary milking shed. Fair farm 

buildings. 

C+ Inferior 4.9% 4.30 

     Average $30,725 $31.82 $23,251 $23.97      4.9% 5.30 
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11.0 VALUATION APPROACHES 

11.0.1 We consider the following four valuation approaches the most appropriate for 

estimating the market value under current market sentiments.  

11.1 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. 

Land Type Sale Value Range Subject Property 

Undulating to rolling Eastern / 
Northern Southland dairy 

$15,000 - $23,000/ha $18,500/ha 

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. 
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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 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. 

11.2.4 The Net Rate approach is based on the analysis of sales.  The analysis 

considers the component parts of the improvements i.e. rate per m2 of 

building, rate per metre of fencing, rate per tree/vine etc. These rates are 

then applied back to the subject property and the various improvements 

contained on that property to provide an additional approach to value of the 

improvements. 

11.2.5 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: 

Land Description Area 

Unit 

Price Provisional Final    

Rolling Platform   329 18500 6086500     
Dry stock grazing   17 10000 170000     
Scrub, waste etc   3.9 2500 9750     
     0    per ha 

Total Land   349.9  6266250 6270000  $6,270,000 $17,916 

Improvements          

Fencing 

No 

Pdks Av pdk size Area Rate  VTP    
 50 7.0 349 350 122150     
Water Supply   349 300 104700     
Races & Lanes   5800 25 145000     
Effluent   1 150000 150000     
Bridges     0     
Underpass     0     
Shelter   1 20000 20000     
Other     0     
Total Paddock Improvements   541850 540000  $540,000  
Paddock Value        $6,810,000 $19,459 

Building Age Condition Quantity Rate  VTP    
Dwelling 1970s G 216 1000 216000 $216,000    
Surrounds   1 25000 25000 $25,000    
Dwelling  2001 G 87 1350 117450 $117,000    
Car Port 2001 G 18 150 2700 $3,000    
Surrounds   1 10000 10000 $10,000    
Dwelling 2001 G 57 1350 76950 $77,000    
Car port  G 18 150 2700 $3,000    
Surrounds   1 10000 10000 $10,000 $461,000   
Milking Shed 2001 G 60 11000 660000 $660,000    
Calf Shed 1980s G 108 70 7560 $7,000    
Hay Barn 1980s G 108 30 3240 $3,000    
Hay Barn 1980s G 204 30 6120 $6,000    
Hay Barn 1980s G 108 30 3240 $3,000    
Calf Shed 1980s G 605 80 48400 $48,000    
Woolshed 1980s F 150 75 11250 $11,000    
Fert Bin Mixed F 111 50 5550 $6,000 $744,000   
Total Buildings     1206160 $1,205,000  $1,205,000  
Total Improvements       $1,745,000  

Total Land & Improvements      $8,015,000 $22,902 

Household 

Chattels        $10,000  
Farm Chattels        $10,000  
Milking and Effluent Plant & equipment      $235,000  
Supplement          
         per ha 

Market Value net of Shares      $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 
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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.  

11.3.2 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. 

11.3.3 From the sales analysis summary the market reflects the below range and 

average: 

Range per kg Milk 

Solids 

Adopted Level for 

Subject Property 

$24 to $35 $26 

11.3.4 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. 

11.3.5 We can now estimate the market value as; 

Average Efficient 

Production 

Market Value per kg 

Milk Solids 

Estimated Market 

Value 

314,000 kg ms $26 $8,164,000 

11.4 Income Valuation Approach – Income Capitalisation Approach 

11.4.1 This approach estimates the market value by capitalising the earnings before 

interest, tax depreciation and amortisation (EBITDA) after calculating Gross 

Farm Income, Farm Working Expenses and making an allowance for Wages 

of Management based on average efficient production. From the market 

evidence we analyse and determine an appropriate capitalisation rate. On 

capitalising the EBITDA we arrive at an estimate of Total Farm Capital required 

to run the property as a standalone unit. We then need to deduct the capital 

required for Fonterra shares, stock and plant if appropriate. The remainder is 

the estimate of market value of the subject property of land and 

improvements, chattels and plant consistent with our other approaches 

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

sales evidence. 

11.4.2 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: 

Capitalisation Rate Range Adopted for Property 

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 % to 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    $8,317,140 

11.5 Income Approach – Multiplier of Milk Price 

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 
Forecast Milk Price at date of valuation 

$5.98 

Total Milk Income $1,877,720 

Market Analysed Range of Multiplier 4.1 to 6.5 

Adopted Multiplier 4.4 

Estimated Market Value of Land and 
Improvements, Chattels and Milking Plant 
Equipment 

$8,261,968 

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: 

Registered Proprietor Description 
Title 

Identifier 
Area (ha) 

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: 

● Land Improvement Agreement pursuant to the Soil Conservation and Rivers 

Control Amendment Act 1959 

● Subject to a right to convey water over part marked A, C on DP 355638 

created by Easement Instrument 6512246.6 

● Subject to a right to convey water over part marked A, B on DP 355638 

created by Easement Instrument 6512246.8 

● Subject to a right to convey water over part marked A, B on DP 355638 

created by Easement Instrument 6512246.9 

● Mortgage to Bank of New Zealand 

Title Identifier SL4A/1035: 

● Land Improvement Agreement pursuant to Section 30A Soil Conservation 

and Rivers Control Act 1941 

● Mortgage to Bank of New Zealand 

Title Identifier SL7D/79: 

● Land Improvement Agreement pursuant to the Soil Conservation and Rivers 

Control Amendment Act 1959 

● 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:  

Property 
Land Area 

(ha) 
Value of 

Improvements 
Land  
Value 

Capital 
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): 

Property Address 
Land 

Area (ha) 
Southland 

District Council 
Environment Southland 

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. 

Owner  Coldstream Downs Limited Coldstream Downs Limited 

Consent No 201629 300572 

Type Water Permit Discharge Permit 

Source To dam water and to take water from 

North Peak Stream at Waimea Valley 

Road at above normal flows, to put 

into a storage reservoir 

Discharge of dairy shed effluent to 

land.  Excludes effluent from winter 

milking, or any feedlot or wintering 

pad.    

Rate The abstraction shall not reduce the 

rate of flow in North Peak Stream to 

less than 25 litres per second 

Maximum 1200 cows. 5,400m³ 

effluent storage pond. 

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: 

Year kg ms 

Area 

(total) Eff ha per ha 

per eff 

ha Cows 

cows/eff 

ha 

kg ms / 

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 

 STATEMENT OF GENERAL VALUATION POLICIES 

1. 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. 

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

3. 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. 

4. 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. 

5. 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. 

6. 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. 

7. 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. 

8. 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. 

9. 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. 

10. 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. 

11. 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. 

12. 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. 

13. 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. 

14. We certify that Logan Stone Limited holds professional indemnity insurance. 

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