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DIRECTORS ANNUAL REPORT

The 2018/2019 season saw our variable order sharemilker Ben
Worker achieve production of 219,414 kgMS. This was below the
target of 230,000 kgMS .Conditions for the herd were good through
spring, however conditions on the farm and in the area turned dry
through December and almost to the end of January 2019, which did
impact production for those months. Mating for both the heifers
and cows and conception rates were slightly ahead of the previous

season. The weather continued to affect production until the rains

came in early March. The final payout announced by Open Country
Dairy (OCD) was $6.49/kgMS, 22 cents per kilogram less than the previous season. Please
see the production graphs for the full season below.

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.

Eastbourne has taken important steps toward cleaning up water ways through measures
such as making sure waterways and wet areas are fenced to exclude stock.

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.

Ben once again achieved excellent milk quality and received a Milk Quality Certificate with
an average Somatic Cell Count of 111,000, well below OCD’s target of 150,000 but slightly
above his previous season.

Eastbourne was ranked 44™ out of 190 Open Country Suppliers. This achievement meant
that we were again guaranteed the eight cents of the quality portion of the payout. This is
an outstanding effort for milk quality. We congratulate Ben on this achievement; it is a
fantastic reflection of his diligence within the cow shed and the care that he and his team
take with animal health.
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A valuation of all land and buildings and stock was undertaken for the financial year. These
were completed by Logan Stone Limited and PGG Wrightson Limited respectively.
Summaries of the valuation documents are included in this report. For the 2018/2019
financial year Eastbourne has a total estimated value of $9,510,563. This was made up of
land and buildings of $6,410,000 and $2,000,000 for the run-off. The stock was valued at
$1,070,563. This is a total decrease in value of $508,107 from the previous financial year for
both land and stock. The decrease in value of the land at the dairy platform was $322,000
and the run off decreased by $100,000. Stock values have dropped by $86,107. The
decreases in land and stock values have been reflected for Eastbourne in the current
accounts. This gives a net asset backing value of $0.94 cents per share. For the 2018/2019
season the farm working expenses (FWE) were $5.66 (Excluding Interest)

The directors are happy with the production that the farm is achieving; however farm
working expenses are still higher than we would like to see. This is due to unexpected
repairs and maintenance (R&M) costs along with some increased cropping and cultivation
expenditure and drainage on the runoff. We are very much focused on these expenditure
items and are looking to drive further efficiencies in conjunction with Ben and Jack Ballam
our farm consultant.

The milk payout has meant the farm has achieved a cash trading surplus of $287,228 before
tax, which is a fair result given the decrease in milk solids this season. The directors intend
to pay a cash dividend of $220,000 to shareholders in December 2019. This equates to 2
cents per share plus imputation credits (Please note imputation credits only apply to New
Zealand shareholders).

The total capital expenditure for the year was $59,959 for the new bathroom with internal
toilet in the main house and general upgrades on all other houses to meet the healthy
homes requirements.

Shareholders visited the farm late March 2019 and were impressed with how the farm was
looking.

| would like to take this opportunity to thank my fellow Directors Jeff Whitlock and Stephen
Barr, our variable order sharemilker, Ben Worker 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. His farming knowledge and expertise has been greatly
appreciated. This matter will be discussed at the AGM.

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

ROGER DICKIE PO Box 43, Waverley 4544 PH: (06) 346 5329 www.rogerdickie.co.nz

REW L EALADMLD



Current Season Update

The production forecast for the 2019/2020 season has been set at 230,000kgMS. Currently
production at Eastbourne is tracking 2.1% ahead of last season’s outstanding early
production. For the current season, Open Country Dairy has forecast a milk price is $6.70 to
$7.10. We are continuing to improve the quality of the farm with maintenance to the main
house and farm drainage being a focus over the next year once the ground has dried out
enough to be worked.

| look forward to seeing you at the AGM.

Kind Regards,

AL

Roger Dickie
Director

Eastbourne Dairy Farm Limited
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2018/2019 Eastbourne Dairy Farm Limited
MONTH TO DATE PRODUCTION
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SHAREMILKERS REPORT

The start of the 2019/20 dairy season had its challenges with a warmer and wetter winter
than usual. The positives were we continued to grow lots of grass which is very rear for this
time of the season, however we were facing a water logged farm at the end of July and the

start of calving was fast approaching.

305 cows were wintered up in Garston and 56 at the runoff. The grazing at Garston wasn’t
going to plan, so we decided to bring 86 early calving cows home on the 20" of June to eat
the crop on the dairy farm. We brought a further 55 cows home early in July which took the
pressure of the grazier and he could properly feed the remaining cows with close
monitoring from myself. The 56 cows at the runoff were a mixture of lighter early calving
cows and some end of season lame cows, they were wintering on grass and baleage and did

very well.
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2019/2020 Eastbourne Dairy Farm Limited
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The 134 in calf heifers went to Five Rivers for winter, where the grazier did a great job of
feeding and managing the crop.

The R1s started winter on crop on the dairy farm, but due to a reshuffle of cows coming
home from Garston, they ended up wintering on grass and baleage at the runoff.

Calving started at the end of July with the bulk of the heifers calving between the 30 of July
and the 10" of August and with the cows starting on the 5% of August. It got busy quickly to
say the least. We decided to calve at the dairy farm this season instead of the runoff, and
what a game changer that was. A lot less stress on the cows not having to be trucked home
post calving, has been a big positive. We have had minimal milk fever cows, 4 to date, which
is a great result.

We milked OAD in the afternoon for most of August which we have done religiously for the
past five seasons. This gave us time to get all the dry stock on farm and runoff fed in the
mornings, then new mums drafted from springers mob and new calves picked up and fed
before lunch.

The barn and feed pad was a great asset this August, due to some very average weather (we
even had 6 inches of snow on the ground for two days) and very water logged paddocks, we

ROGER DICKIE PO Box 43, Waverley 4544 PH: (06) 346 5329 www.rogerdickie.co.nz

REW L EALADMLD




used it for the colostrum mob which meant we were able to minimise pasture damage with
that particular mob of cows.

On the 26th August we went to TAD milking which the girls transitioned well to. Milk
production increased and cows are looking great post calving.

With 340 cows and heifers calved at the end of August, there are only 135 cows and heifers
left to calve. We are looking forward to a nice spring, we have seen more sun in the first
two days of September then we did for all of August.

The R1s have done very well over winter and are ahead of target weights and in great
condition leading into their first mating at the end of October.

So far we have 104 replacement heifer calves. We were on track to get another good total
close to 140 like previous seasons, however the gods have been against us this last week
and we have had all bull calves which is very uncommon.

The replacement calves are doing great, with advice and gentle persuasion from Jack Ballam
we have them on adlib milk. They certainly go through some milk, around 9 litres per calf
per day, but they are massive and the idea is we will be able to wean them off milk sooner
than previous seasons. The first 80 are getting disbudded tomorrow then will be able to go
outside and will shortly get them down to the runoff where they will be able to “live the
dream" as we say.

Fingers crossed for a perla spring!
Cheers

Ben Worker
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PGG Wrightson

Dairy Valuation with Inspection,
Stock & Supplemeant Count

31/5/2019
Roger Dickie New Zealand Ltd
A/C Eastbourne Dairy Farm Litd

Re: Valuation of Livestock

d6 Medway Streat

Gore

P O Box B4, Gorng

Telephane (03} 2029 0300

Facaimile (03) 209 0184

In accordance with the agreement to value livestock dated 13" May 2019, and subject 1o the
terms of that agreement, we are pleased to provide a valuation of the livestock described below
to establish their market value on 315 May 2019,

We report as follows

Tally Age Description Value Tatal
Ex. Gst Ex. Gst
135|R1 Fri. & Fri.X, heifers - BW112, PW128, RAT00%, $850.00 §114,750.00
136 R2 Fri. & Fri.x heifers - BW 104, PW121, RA100%, $1,550.00 $210,800.00
329{2-8Byr  |Fri. & Fri Cows $1,725.00 5567,525.00
15f 9yr+  |Fri. & FriX Cows 5800,00 513,500
193 Titters |Fri. & Fri.X cows 5650,00 512,350
1012-8yr  [Fri. & FriX cows - Late Calvers{Oct. Calving} $1,200.00 512,000
Totals  ExGST £930,925.00
GST 15% 5139,638.75
Total Incl, G351 %1,070,563.75
Supplements
Tally Description
52 4¥4 Round Bales Straw at Milking Platform
695 4%4 Round Bales Balage at Runoff
476 4%4 Round Bales Balage at Milking Platform
116 Conventional bales of Hay at runoff
11 4¥%4 Round Bales of Hay at Milking Platform

PEG Wrightson Limded




Summary Stock Count - Eastbourne Dairy Farm Lid
135 Rg1 Heifers

136 Rg2 Heifers

373 M/A Cows.

Herd Details — PTPT Code: QLTX,

Mixed aged cows — BWGE0, PWEB2, RAS5%,

Herd calving from 9" August 2019 — 4 Y2 weeks Al - LIC — XBred, final 3 days of A_|, Hereford
Straws used in bottom 20% of Herd. Tailed Jersey Bulls, removed 10V1/18, calving ends
1810718,

Herd Production, 466m/s average perfcow, Average SCC 110,000,

136 R2 Heifers PTIC
73 Incalf to A.B — L.1L.C Xbred calving from 4/8/19
83 Naturally mated Jersey bull from 26/10/18, removed 10/1/19 - calving from 4/8/19, calving

ends 1910019,
Late calvers: From 15" October 2018

Tallies
Tallies verified by the Independent Stock Count as of the 13" May 2019
All Stock are in Good condition and Health at time of inspection.

Data pertaining to this valuafion supphed o the valuers by the above clients and or their
representatives and form the basis of this valuation. The valuers accep! no responsibility for the
accuracy of the supplied data.

In arriving at our opinion as to marke! value, consideralion has been given fo recent sales of
comparable vestock. This valuation has been prepared for the sole use of the addressee only.
Thank you for your instruetions in this matter.  Should any portion of this report require further
descriplion or discussion, please confact the undersigned directly.

Mg

Dairy Representative

Yours faithfully

John Rawcliffe



PGG WRIGHTSON LTD

Disclaimer:

All details and descriptions as o liveslock and/or chattels referred to have not been
independently verified by PGG Wrightson, PGG Wrightson takes reasonable care to ensure
accuracy and reliability in the information we provide you. However PGG Wrightson does
not warrant that the information will be technically comect, reliable or accurate or that
such information will satisfy any industry praclice or statutory, regulatory or prudential
requirements. PGG Wrightson, its employees and agents give no representation or warranty
concerning the information’s accuracy (including, but not fimited to the accuracy or
completenass of details and descnptions 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 occurming. Buyers, advisers and all other
persons viewing or dealing with the livestock and chattels must make their own assessment and
judgement on the livestock and chattels.

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

represantations and warranties, express or implied.



Eastbourne Dairy Farm Limited
11 Eastbourne Park 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 there
has been capital expenditure of a meal / mineral dispensing system of $20,000 and a
house upgrade to dwelling 2 of $43,000 in the last financial year. Otherwise we base
our assessment on the property being in similar physical condition.

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

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

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

Market Value as at 31 May 2019

2.0 PROPERTY CONCLUSIONS

2.0.1 A 170.8633 hectare dairy milking platform situated in the Thornbury district of
Southland which has been converted approximately 14 years. Milking 469 cows and
producing 219,414 kilograms of milk solids for the 2018/19 season. From a dairying
perspective location is regarded as good. Climate is suited for seasonal supply dairy
land use. The land is of flat to undulating contour and deep soils with pastures in good
heart. Overall layout is good being well subdivided into 51 paddocks, bore reticulated
water supply and well raced. Housing includes three dwellings which are of adequate
number of fair to good quality. The milking shed is of adequate capacity and in good
condition. There are adequate supporting farm buildings including a calving shed and
feed pad for 240 cows. Overall a good quality dairy platform being tidily presented and
achieving above Southland average production based on a higher supplement import
system. We estimate average efficient production to be 218,000 kilograms of milk solids
(1389 kg ms / effective ha).

3.0 VALUATION CONCLUSIONS

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

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

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

fidl STONE Page 3 of 26
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3.0.3

3.04

3.0.5

3.0.6

3.0.7

3.0.8

3.0.9

3.0.10

3.0.11

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

Under the income approach umbrella the two methodologies used are;

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

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

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

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

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

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

There have only 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 an A category.

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

Valuation Approach Market Value Estimate

Per Hectare $6,410,000
Per kg Milk Solids. Average Efficient $6,322,000
Income Capitalisation $6,547,000
Multiplier of Milk Income $6,518,000

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

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

value levels.
o Well laid out. Good shelter e Environmental regulations
e Good soil fertility o Volatile milk price pay-out
e Good pastures e Soft Real estate Market
e Low input production system
e Good centrally sited milking shed
e More supplementary feeding for
production
filll LOGANSTONE Page 5 of 26
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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:

SIX MILLION FOUR HUNDRED AND TEN THOUSAND DOLLARS
($6,410,000) _

Apportioned as follows:
Value of Improvements

- Residential Improvements $576,000

- Productive Buildings $354,000

- Other Improvements $590,000
$1,520,000
Land Value $4,780,000
Realty Value — Land & Buildings $6,300,000
Household & Farm Chattels $30,000
Milking & Effluent Plant & Equipment $80,000
Market Value $6,410,000

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

4.0.2 Unit analysis

Area 170.8633 ha (157ha effective pasture)
Ave Efficient Production 218,000kg milk solids  (1389kg ms/effective ha)
Land Value $27,976/ha $21.93/kg ms
Market Value (net of shares) EXVFICNE $29.40/kg ms

4.0.3 Fonterra Shares are not included.
4.1 Certification
Experience

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

Independence

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

Professional Indemnity Cover

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

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

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

6.0 DISCLAIMER

6.0.1

6.0.2

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

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

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

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

The Valuer has no interest in the subject property;

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

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

The Valuer has satisfied professional educational requirements;

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

The Valuer holds an Annual Practicing Certificate; and

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

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

Yours faithfully Reviewed by:
LOGAN STONE LTD
7 V4 et
— =
G b N—
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@Iloganstone.co.nz
filll LOGANSTONE Page 8 of 26
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7.0 VALUATION METHODOLOGY

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

International Valuation Standards (IVS)

International Valuation Standards IVS 101 — Scope of Work

International Valuation Standards IVS 102 — Implementation

International Valuation Standards IVS 103 — Reporting

International Valuation Standards IVS 104 — Bases of Value

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

International Valuation Standards IVS 300 — Plant and Equipment

International Valuation Standards 1VS 230 — Real Property Interests

API & PINZ Valuation Guidance Notes (ANZVGN)
e Property Institute of New Zealand ANZVGN10 — Valuation of Agricultural 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)
e Property Institute of New Zealand ANZRPGN1 — Disclaimer Clauses & Qualification Statements

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

Highest and Best Use

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

Highest and Best Realisation Alternate Highest

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

Market value is defined as:

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

7.0.4 In considering the willing buyer/willing seller definition we have determined that the
marketing period in the present market conditions would be six to eight months. This
time period considers the wider economic and more specific market drivers that are
occurring in this and the wider primary sectors at date of the valuation report.
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7.0.5 Most dairy unit sales are made including land and improvements, Fonterra shares, farm
and household chattels, milking shed plant and equipment, effluent plant and
supplements for a 1 June delivery. 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.
Household chattels - normal.

H N

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.

9.0 MARKET EVIDENCE

9.0.1 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.

9.0.2 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.
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9.1

Comparable Sales

9.1.1 The below comparable sales summary are recent sales that we have relied on in establishing the market value of the subject property.

9.1.2 We have placed greater weight on those sales highlighted red.

MV Net as
Sale Price Relationship to ROTFC (ave multiplier of Milk
Production perhanet SP/aveeff Landvalue LV/ave eff Quality subject efficient) rolling ave Price - ave eff. 5 yr
Sale date Sale Price Area (ha) per ha of Shares kg ms per ha kg ms Comments Ranking property payout ave plus forecast
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 B 4.8% 4.70
zone. 1960s B&R dwelling, 18 aside herring bone milking shed. Good supporting farm buildings.
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 B+ 4.5% 5.60
physiographic zones. Three bedroom dwelling, 30 aside herringbone milking shed, implement shed and calf
shed.
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 B- 5.7% 4.10
milking shed. Fair other farm buildings. New 200 cow feed pad. Currently wintering on.
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 C 4.5% 5.20
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.
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. B 6.0% 4.40
70 bail rotary milking shed. Basic range of farm buildings. Analysed LV Pivot $25,250/ha incl irrig plant; dryland
$19,000/ha.
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, B 4.1% 5.80
40 aside herringbone milking shed and fair farm buildings
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 B 5.8% 4.80
contour. Mostly Oreti and Dipton soils. Three dwellings. Rotary Milking shed. Large calf shed and supporting
buildings.
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 A 5.5% 5.10
herringbone milking shed. Good farm buildings. Two herd homes wintering 300 cows.
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
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 B 4.6% 5.40
terraces. Some non-effective terrace faces. Good main dwelling plus cottage. 40 bail rotary. Good farm buildings.
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 A Similar 4.5% 5.60
homestead. Second dwelling for two staff. 44 aside herringbone milking shed. 300 cow feed pad and silage
pad. Good farm buildings. New water system.
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 B+ 5.4% 4.90
in shed feeding. Gore, Jacobstown and Charlton soils. Mostly flat. Significant flood risk.
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 A Better 4.5% 5.40
shed. Eight bay calf shed and hay shed.
30/11/2018 $9,665,000 262.9 1281 $36,751 $31.89 $27,878 $24.19 Most comparable.
Flat. Mostly Braxton and Pukemutu soils with some Otahuti, Edendale and Otanamomo. Well set up larger Neighbouring
scale. Three dwellings, 60 bail rotary with ACRs, auto drafting and inshed feeding. Large range farm buildings A property. 4.8% 5.30
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, B 5.2% 8.20
calf sheds for 820 calves. Two wintering barns for 1700 cows. Purchased by NZSF.
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 A Better 4.0% 5.70
Good layout.
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 A Larger. Similar 5.4% 4.90
dwellings plus worker unit. 50 bail high spec rotary. Full range good farm buildings.
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. A Better 4.1% 6.50
High spec 64 bail rotary milking shed. Large range farm buildings. Converted 2009. Production adjusted as
milks off 23 ha lease.
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 A Better 3.9% 5.60
farm buildings
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 C+ 5.1% 5.60
shed. Good range farm buildings.
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. C+ 4.9% 4.30
50 bail rotary milking shed. Fair farm buildings.
Average $31,082 $31.82 $23,596 $23.97 4.9% 5.30
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10.0 VALUATION APPROACHES

10.0.1

10.1

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

Summation Valuation per Hectare

10.1.1

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

Land Value

10.1.2

10.1.3

10.1.4

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

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

Central Southland Deep $ 25,000- $30,000/ha $28,000/ha

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

i:]
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10.2

Improvements

10.2.1

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

Replacement Cost Approach

10.2.2

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

Sales Approach

10.2.3

10.2.4

10.2.5

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

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

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

Improvements Comment

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

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

10.2.8  Productive farm buildings: Adequate range and condition

10.2.9  Fencing and subdivision: Good

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

10.2.12 Effluent:

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

Description

Flat to undulating deep Central Southland

Total Land
Improvements
Av pdk

Fencing No Pdks size

51 34
Water Supply
Races & Lanes
Effluent
Bridges
Underpass
Shelter
Other
Total Paddock
Improvements
Paddock Value
Building Age Condition
Dwelling 1970s G
Carport 1970s G
Garage 2018 G
Surrounds

1930s +

Dwelling additions F/G
Sleep out 1930s F/G
Decking
Surrounds
Dwelling 1960s F/G
Verandah
Surrounds
Milking shed 2003 G
Workshop 1970s G
Implement 1970s F/G
Hay Barn 1980s F/G
Calving Shed 1990s G
Calf 1980s G
Woolshed 1980s G
Covered Yards 1980s G
Calf 1980S G
Old woolshed 1950s F/G

Total Buildings
Total Improvements
Total Land & Improvements
Household Chattels
Farm Chattels

Milking and Effluent Plant & equipment
Supplement

Market Value net of Shares

Unit
Area Price Provisional Final
170.8 28000 4782400
0 per ha
170.8 4782400 4780000 $4,780,000 $27,976
Area  Rate VTP
170 350 59500
170 350 59500
5450 25 136250
1 245000 245000
0
0
1 10000 10000
1 80000 80000
590250 590000 $590,000
$5,370,000 $31,429
Qty Rate VTP
146 1200 175200 $175,000
30 400 12000 $12,000
25000 $25,000
1 24000 24000 $24,000
156 1130 176280 $176,000
23 750 17250 $17,000
45 100 4500 $4,000
1 15000 15000 $15,000
103 1100 113300 $113,000
31 150 4650 $5,000
1 10000 10000 $10,000 $576,000
40 6000 240000 $240,000
90 150 13500 $13,000
76 50 3800 $4,000
70 50 3500 $4,000
387 100 38700 $39,000
133 50 6650 $7,000
165 100 16500 $16,000
486 50 24300 $24,000
90 50 4500 $4,000
135 20 2700 $3,000 $354,000
931330 $930,000 $930,000
$1,520,000
$6,300,000 $36,872
$20,000
$10,000
$80,000
per ha

$6,410,000 $37,515
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10.3 Summation Valuation per kilogram Milk Solids

10.3.1

10.3.2

10.3.3

10.3.4

10.3.5

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

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

property.

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

Range per kg Milk Adopted Level for
Solids Subject Property

$24 to $35 $29

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

We can now estimate the market value as;

Average Efficient = Market Value per kg Estimated Market

Production Milk Solids Value
218,000 kg ms $29 $6,322,000

10.4 Income Valuation Approach — Income Capitalisation Approach

10.4.1

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

10.4.2  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
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.

10.4.3  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% 5.0%

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

10.4.5 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 218,000  Milk Price $5.98 per kg ms $1,303,640
218,000 Dividend $0.30 per kg ms $65,400
218,000  Stock $0.35 per kg ms $76,300
Other Income $-
GFI Total $1,445,340
Farm Working Expenses 218,000 $4.20 per kg ms $915,600
Other $-
Total Expenses $915,600
Wages of Management $100,000 $100,000
EBITDA $429,740
Market analysed capitalisation rate range 3.9% t0 6.0%
Adopted capitalisation rate 5.0%
Total Farm Capital $8,594,800
Number Price
less Shares 218,000 $3.99 $869,820
Cows 480 $1,800 $864,000
R1 Heifers 120 $800 $96,000
Plant 218,000 $1.00 $218,000
Land and Improvements, Chattels and Milking Plant $6,546,980

say $6,547,000

10.5 Income Approach — Multiplier of Milk Price

10.5.1

This approach is a high level approach which enables the market value of land
and improvements to be assessed as a multiplier of the milk income for the
property. To establish the milk price we adopt of an average of the previous
five year actuals and the Fonterra forecast at the time of valuation or sale.
We prefer to use a milk price multiplier as this enables some comparison with
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other milk supply companies other than Fonterra. Milk price is also a better
reflection of the trend in global dairy commodity prices.

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

Average Efficient production - kg milk solids 218,000
Average of 5 year historic plus Fonterra Forecast $5.98
Milk Price at date of valuation

Total Milk Income $1,303,640
Market Analysed Range of Multiplier 4.1t0 6.5
Adopted Multiplier 5.0
Estimated Market Value of Land and $6,518,200
Improvements, Chattels and Milking Plant

Equipment

Say $6,518,000

10.6 Valuation Approach Summary

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

Valuation Approach Market Value Estimate

Per Hectare $6,410,000
Per kg Milk Solids. Average Efficient $6,322,000
Income Capitalisation $6,547,000
Multiplier of Milk Income $6,518,000

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

10.6.3  We therefore adopt the market value at $6,410,000.
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11.0 MARKET COMMENTARY

New Zealand Dairy Industry

11.0.1 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.

11.0.2 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%.

11.0.3  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.

11.0.4  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.

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

Fonterra Payout
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$0.25 $0.59

Milk Price Cash Dividend

Source: Logan Stone Limited Research

11.0.6 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
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season forecast announcements due to weaker dairy commaodity sale prices. Industry
commentators suggest the outlook remains uncertain due to global economic conditions
as supply and demand factors rebalance.

11.0.7 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.

'ﬂ-—..'

& x

The Southland Dairy Industry

11.0.8 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).

11.0.9 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%

11.0.10 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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sale price per ha

11.0.11 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

11.1 Production

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

$60,000

$50,000

$40,000

$30,000

$20,000

$10,000

$0
0

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.

200 400 600 800 1000 1200 1400
kg milk solids per ha

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

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

11.2 Farm Gate Returns

11.2.1  Dairy farm transactions are largely based on the outlook for farm gate returns.

For a seasonal supply dairy milking platform circa 90 to 95% of income is
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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 commaodity dairy prices.

11.3 Availability of Credit

11.3.1

Most dairy property transactions involve some degree of debt financing with
many leveraging to maximum levels. The attitude and lending criteria of the
main rural financiers has a strong influence on the strength of the property
market. The current lending environment is more controlled than pre the
global financial crisis. Emphasis is 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.

11.4 Location

11.4.1

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

11.5 Recent Dairy Real Estate Market History in Southland

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

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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11.5.2 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.

11.5.3  The six sales for 2019 are an 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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11.5.4 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

11.5.5 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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11.5.6

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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12.0 PROPERTY DETAILS

121 Legal Description

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

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

Total Land Area 170.8633 ha

Tenure Freehold — Fee Simple

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

e There are no registrations that materially impact on value

12.2 Rating Valuation

The Rateable Values assessed as at 1 September 2018:

Land Area Value of Land Capital
Improvements Value Value

44 Eastbourne Park Road ~ 170.8633 $1,180,000 $4,570,000 $5,750,000

12.3 Resource Consents

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

m Eastbourne Dairy Farm Limited Eastbourne Dairy Farm Limited

ol = (o 301034 301035

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

land. This consent excludes effluent

from winter milking.

Dairy Shed and Wintering barn Bore/well E46/0234

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

cows wintering barn; 3172m3
storage

Expires 15 March 2022 15 March 2022
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12.4 Production
12.4.1  The property was converted to dairy in 2001 and production for the past five
seasons has been:
' ' Area ' ' ' per eff ' cows/ef kg ms /
Year kgms (total) Effha perha  ha  Cows  fha cow
2013.14 230000  170.8 157 1347 1465 520 3.31 442
2014.15 208446  170.8 157 1220 1328 490 3.12 425
2015.16 238446  170.8 157 1396 1519 490 3.12 487
2016.17 228000  170.8 157 1335 1452 490 3.12 465
2017.18 225000  170.8 157 1317 1433 480 3.06 469
2018.19 219414  170.8 157 1285 1398 469 2.99 468
12.4.2  The current cows are breed is mainly Friesian Cross.
12.4.3  The following is our assessment of the production under an average efficient
operator:
Effective Platform Ha 157
Peak Cows 510
Cows / ha 3.25
Base pasture production - kg DM per ha 14,500
Utilisation 85%
kg DM : kg ms conversion 10.8
Base pasture production - kg MS 179,169
N Fert - kg N per eff ha 150
kg DM Response per kg N 10
Production from N - kg MS 18,535
Production from Pasture Grown -kg MS 197,704
Supplement Imports % Total Production 10.0%
Production Attributable to supplement imports
-kg MS 19,770
Total Ave Efficient Production -kg MS 217,474
Say 218,000
kg MS per ha 1,389
kg MS per cow 427
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Appendix A

Statement of General Valuation Policies

10.

11.

12.

13.

14.
15.

STATEMENT OF GENERAL VALUATION POLICIES

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

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

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

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

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

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

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

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

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

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

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

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

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

We certify that Logan Stone Limited holds professional indemnity insurance.

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

2.0

3.0

1.0.1

1.0.2

1.0.3

1.04

Further to instructions from Dot McDermott we have undertaken a ‘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 there
have been no substantial changes to the property since this date and base our
assessment on the property being in similar physical condition.

Due to not re-inspecting the property and not providing a full report this report does
not comply with International Valuation Standards.

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

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

Market Value as at 31 May 2019.

PROPERTY CONCLUSIONS

2.0.1

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

VALUATION CONCLUSIONS

3.0.1

3.0.2

3.0.3

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

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

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

i:]

STONE Page 3 of 17

Mtr No: 190531 6932 Eastbourne Support Short report



3.04

3.0.5

3.0.6

3.0.7

3.0.8

3.0.9

3.0.10

3.0.11

3.0.12

3.0.13

3.0.14

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

Dairy support properties have been selling in the vicinity of $23,000 to $30,000 per
hectare land value $1,400 - $1,800 per stock unit equivalent.

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

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

Under the market approach umbrella we use two main methodologies;

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

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

We have not adopted an income approach.

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

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

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

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

Valuation Approach Market Value Estimate

Per Hectare $2,030,000
Per Stock Unit. Average Efficient $2,000,000

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

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

Strengths & Opportunities Weaknesses & Threats

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

o Flat to undulating deep soils

o Popular size

4.0 MARKET VALUATION

4.0.1 After examining all factors and subject to the overriding conditions we conclude the
market value of the property as at 31 May 2019 is:

TWO MILLION THIRTY THOUSAND DOLLARS
($2,030,000) _

Apportioned as follows:
Value of Improvements

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

$105,000
Land Value $1,925,000
Market Value $2,030,000

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

4.0.2 Unit analysis

Area 71.2442 ha (71ha effective pasture)
Ave Efficient Production 1250 stock units (17.5 kg ms / effective ha)
Land Value $27,020/ha $1,540 /su

Market Value (net of shares) By F ] $1,624 /su

4.1 Certification
Experience

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

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 5 of 17

Mtr No: 190531 6932 Eastbourne Support Short report



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

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

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

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

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

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

Highest and Best Use

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

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

Market value is defined as:

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

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

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

8.0 EMISSION TRADING SCHEME

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

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

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

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

9.0.1 The majority of activity in the pastoral Southland real estate market has been for small
scale 40 to 120 hectares blocks which have been purchased by nearby land holdings to
improve business scale and self-containment. Sale prices have softened slightly on
previous year’s levels.

9.1 Market Evidence

9.1.1

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

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

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

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

9.2 Comparable Sales

9.2.1

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

i:]
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Stock

Units
Property Ave Relationship to
District Address Type efficient Sale Price SP/ha SP / su LV/ su Comments subject property
Lady Barkly 119 Lady Barkly Rd Gra 2.19 3236 540 16.7 $1,010,000 $31,211 $1,870 $30,284 $1,815  Flat bare land. No power or water. Better
Lorneville 63 Taylor Road Fin 11.18 63 1050 16.7 $2,140,000 $33,968 $2,038 $26,825 $1,610  Flat soils. Tidy four bedroom dwelling. Full Similar
range farm buildings. Laned and watered.
South Hillend 665 Hundred Line East Ara 11.18 122.5 2050 16.7 $4,340,000 $35,429 $2,117 $30,286 $1,810 Flat. Cropping and finishing. Two Better
dwellings. Large range support buildings
Wrights Bush 375 Waimatuku South Fin 12.18 30.7 500 16.3  $800,000 $26,059 $1,600 $24,267 $1,490 Flat land with woolshed. Sold to Inferior
Road neighbour.
Makarewa 370 Flora Road East Fin 6.18 42.8 730 17.1  $1,166,000 $27,243 $1,597 $26,542 $1,556  Bareland. Water easement Inferior
Gropers Bush 175 Rankin Road North Gra 6.18 65.5 1100 16.8 $1,650,000 $25,191 $1,500 $24,275 $1,445 Ex Glenarlea. Free draining soils. Raced, Inferior
watered
Gropers Bush 275 Rankin Road North Gra 6.18 68 1150 16.9 $1,635,000 $24,044 $1,422 $23,162 $1,370  Ex Glenarlea. Free draining soils. Raced, Inferior
watered
west Plains 480 and 490 West Plains Fin 4,18 46.1 780 16.9 $1,600,000 $34,707 $2,051 $30,043 $1,776  Prime flat land set up as deer unit. Better
Road
Average $29,731 $1,735 $26,961 $1,585
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10.0 VALUATION APPROACHES

10.1

10.2

10.3

Summation Valuation per Hectare

10.1.1

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

Land Value

10.2.1

10.2.2

10.2.3

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

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

Deep Central Southland  $23,000 - $30,000/ha $27,000/ha

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

Improvements

10.3.1

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

Replacement Cost Approach

10.3.2

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

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

Sales Approach

10.3.3 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.

10.3.4 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.

10.3.5 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

10.3.6  There are no dwellings.

10.3.7  Productive farm buildings are adequate for hay or plant storage.
10.3.8  Fencing and subdivision are adequate.

10.3.9  Farm water supply is good

10.3.10 Races and layout are good.

10.3.11 Cattle Yards are adequate.

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

Unit
Description Area Price Provisional Final
Heavy Central Southland Flat 71.2442 $27,000  $1,923,593
Total 71.2442 $1,923,593 $1,925,000 $1,925,000 $27,020
Improvements
No Av pdk
Fencing Pdks size Area Rate
22 3.2 71.2 $350 $24,920
$0
Water Supply 71 $375 $26,625
Races & Lanes 800 $20 $16,000
Shelter 1 $5,000 $5,000
fill LOGANSTONE Page 13 of 17
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Unit

Description Price Provisional
Other 1 $15,000 $15,000
Total Paddock Improvements $87,545 $88,000 $88,000
Paddock Value $2,013,000 $28,255
Age Condition Quantity Rate
Hay Barn 1990s G 69 $50 $3,450 $3,000
Hay Barn 1960s F 86 $50 $4,300 $4,000
Cattle Yards 1 $10,000 $10,000 $10,000
Total Buildings $17,750 $17,000 $17,000
Total Improvements $105,000
Total Land & Improvements $2,030,000 $28,494

Household Chattels
Farm Chattels

per ha
Total Market Value $2,030,000 $28,494

10.4 Summation Valuation per stock unit basis

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

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

Land Use Range per SU Adopted level for subject property
Dairy grazing  $1,300 to $1,800 $1,600

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

10.4.4 We can now estimate the market value as;

Average Efficient Market Value per Estimated Market

Stock Units stock unit \EITTS
1250 $1,600 $2,000,000

10.5 Valuation Approach Summary

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

Valuation Approach Market Value Estimate

Per Hectare $2,030,000
Per Stock Unit. Average Efficient $2,000,000

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

10.5.3  We therefore adopt the market value at $2,030,000.
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11.0 PROPERTY DETAILS

11.1 Legal Description

11.1.1 We refer to the attached Record of Titles (“titles”) contained within the
Southland Land Registration District. To summarise:

Title

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

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

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

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

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

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

11.2 Rating Valuation

The Rateable Values assessed as at 1 September 2018:

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

488 Thornbury- 71.2442 $40,000 $2,140,000 $2,180,000
Waimatuku Road
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11.3 Resource Consents

11.3.1

There are no Resource Consents currently pertaining to this property.

114 Production

11.4.1

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

STONE Page 17 of 17

Mtr No: 190531 6932 Eastbourne Support Short report



EASTBOURNE DAIRY FARM LIMITED

FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MAY 2019

EASTBOURNE DAIRY FARM
LIMITED

FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 MAY 2019



Eastbourne Dairy Farm Limited

DIRECTORY

Neture of Business

I R D Number

Date of Incorporation
Company Number

Registered Office

Securities Registrar

Directors

Accountants

Solleltors

Auditors

Bankers

Dairy Farming in the South Island of New Z2ealand

113403118
12022014
4932539

&Y Weraroa Road
Waverlay

Roger Dickie (N Z) Limited
BH3
Waverley

R R Dickia
5 .J Bamr
4 H Whitlock

Markharrs Waverley Limited
Waverley

Harslay Christie
Wanganul

Sitks Audit Chartered Accountants Limited
Wanganul

Bank of New Zealand
Wanganui
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Page 2
Eastbourne Dairy Farm Limited

DIRECTORS REPORT
FOR THE YEAR ENDED 31 MAY, 2019

The business of the company Is dairy ferming.

Tiis YEAR LAST VEAR
The operating eurplus {deflct) of the company
fior theh yesar andied 36t May 2098 wag {848,320 428,823
Temtian charge for the yaar wos (B8,271) (124, 259)
Dividand Pald During Year (B0, OO0 (220,0000
Rutained Eamings af Tel June 2018 were (00,310, (s G54
Retalned Eamings at 31 May 2018 e [B51,261) __M

It i& nel prapesed to mako eny iranafor io ressses,
Tha state of the company's affsirs at 2715t May 2018 wan:-

Hsets totallod 3 10420228 310,684,648
and wers financed by

Shereholders equity of 10,169,728 10,340,660
mnd Nabilies af 221,487 305,158

§ 1Eﬂ L 15354:5“

The Board ﬁummmmmmhw sintaments of fhe Company far
the yoar ended 31 May 2019,

Direclore interests:
Direators holding offics during the yesr wer R R Dickis, § J B amvd J H Whillook

The lssuer, Roger Cickle Dairy Limited, in which Raoger Dickle, a director, hes 8 sontrofting Interast
Pl 1,731,000 shares in the company =i kalance date

Mo entries were made into the: campany's interest reglater during the year

Adiminlstratlon Services amounkbing to $22 859 were provided to the Cormpary by Roger Dickia (N 2) Lirmited
in which Roger Dickde, & director, hae & ooniroling inferast. Tha services wers proviced on nommal
commarcial tarms,  Relmbursamonts weos alag mada for 53,386 of Admiratration, Aud)l, Direstoms Expanies,

Mesting Costs, and Subscriplions.

Accounting Services emounting to $7.426 wers provided to tha Company by Markhams Vaverley Lig
in wihioh Jof Whillock, 8 diractor, i slso & dirctor. The services were provided on nermal
cammercisl ferma.

Mo direators fees were paid o Roger Dickde during the year, and na orthar remunerafion wan peid
I direstons during the year.

mwmw:ﬁnm-muwmmmmuﬂm
Mmphmwhmwunp{nﬂmpmlnmmﬂhmmmhm
)
For an nbﬂ}alﬂm-?mym V) "’
a—-:/l.f_ Jj ; .ﬁ'i_/_/_, ,I'Ir

Directar | Elf-r;nlry"
28 Seplembar 2018 | 28 Boplember 2018
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Eastbourne Dairy Farm Limited

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 MAY, 2019

Operating Revenue

Stock Proceads

Less Slock Purchases
Change In Livesiock Values
Gross Income from Livestock

ihilk Proceeds

Dividends Recaved

Sundry Revenue

Operating Expenses
Rates & Insurance
Ierest & Finance Changes

Animal Health
Audit Fees
Crop Expenses
Diractors Fees
Fead Cosls
Grazing Fees

Sharamilker Paymants

‘Vehicle Expenses

Cther Farm Working Expanses
Pastura Maintenance

Repairs & Mainterance

Depracialion

Impairment of Fixed Assels

Operating Surplus {Deficit) befora Tax
Prowsion for Taxabion

Motes

4

Operating Surplus [Deficit) after Taxation

Other Comprehensive Inoome
Total Comprehensive ncome

2019

114,247

{74.875)
38,582

1,400,202

7.508
1,455,872

28,187
BA8,253
38,728

100,255
123,029
J2A 8T

18,810
142,437

B7,748
44,033
177,481
1,287,552
168,320
89,271

79,049

&, 044

Theee Statementz should be read in conjunction with 1he notes 1o the financial staterments

Papge 3

2048
5

52,285
{2.840)
2.165

81611
1,516,544
104

1,399

T 1,598,858

27,020
1458
80,228
7,850
59,472

167,364
121,722
320,687
11475
111,475
90,945
117,200
44125

1,170,025

428,633
124 255
304,374

304,374
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Eastbourne Dairy Farm Limited

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

31 May 2018
Total Comprehensive Income for Year

Capital Contributed

Sat Up Costs

Provision for Dividend
Equily at Baginring of Year
Equity at End of Year

31 May 2018
Tolal Comprehensive Incomea for Year

Equay Contributed

Sot Up Cosls

Provision for Dividend
Equity al Beginning of Year
Equity al End of Year

These Statemanis should be read in conjunction with the notes to the financial stalements

Page 4
SHARE RETAINED TOTAL
CAPITAL EARNIMNGS EQUITY
3 3 §
58,049 0,049
- {220,000% (220,000)
10,850,000 (500,310 10,348,590
10,580,000 (651,261} 10,196,739
- 04,374 a04,374
- (220,000 {220,000)
10,850,000 (584, BB4) 10,265,316
10,850,000 (500,310) 10,348,590
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Eastbourne Dairy Farm Limited Page §
STATEMENT OF FINANCIAL POSITION .

AZAT 31 MAY, 2010
2010 A
3 §
Currant Ansets
Cash and Cash Equivalenta & 545,208 17
ALoaLTIE Racehmbls 43,488 ;;‘-:.:ﬂﬁ
Provigion for Taxation 13,445 i
Fasd on Hand f 51, r@2
Total Current Assets ) I8 1
Non Current Asspts
Shnras - 1452 1
Froparty, Plani & Equipment T 8481 ﬁ
Todal Non-Curment Assote
Total Aszatn _ﬁ; 90
) L,

Gurrent Liabiltiss
Bank Overdrafl [ - -
Frovision for Texatlon 4 - 45,602
GET Payable 3,887 35,841
Apcounts Paysbla Fir) 178,834
Totel Current Lisbllides m
MNon-Current Lisbilites
Defered Tax i 33,6518
Total Hon-Current LiabiiHies L) 3 %
Efuity 10,188,755 10,348,800
Total Liakiities & Equity y ! iﬂ,ii'g.i‘_lﬁ __EI;.EE‘I.HE

S U
For gptt on bahalf of the -]:|,' |
% Z gl :
Dirpctor Director| '/
26 Septamber 2010 26 Bept: iber 240

These Statements should ba reed in conjunction with fhe notes t the frangis sttamants
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Easthourne Dairy Farm Limited

CASHFLOW STATEMENT
FOR THE YEAR ENDED 31 MAY, 2019

CASH FLOWS FROM OPERATING ACTIVITIES
Cash was provided from:

Racaipts fram Customers

Tax Refunds

GST Refunds

Inferest & Dividerds

Caah was applied o
Oparating Expenses
Interast Paid

GST

Taxation Faid

Met cash inflow (outfiow) from oparaling activities
B

CASH FLOWS FROM INVESTING ACTIVITIES

Caah was provided fraom:

Sale of Fixed Assels

Sale of Investments

Cash was appiled 10!

Purchase of Fleed Assels
Purchase af Investmenls

Met cash inflow (outflow) from investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Cash was provided from:

Term Laan

Equity Confributions

Cash was applied 1o
Dividends Pald

Wet cash inflow (outflow) from finanding activities

Met increase {decrease) in cash held
Balance at begirming of year

Balance at end of year 311 May 2019 G

These Siatements should be read in conjunction with the noles 1o the financial statemsants

2019

1,402 462

- =
7,402 464

(1,043,580

253

RS
(151,762)
(1,195,716)

285,748

{58,559)
tﬁﬁ-%ﬂi

—(69.558)

(220,040

||||||||

16,789
B28.417

B45,206

Page B

2048

1,461 401

B .
1,451,508

(B85, 838)
{1,458)
{8,732)
86,233

{1,083 ,282)

J68 243

—_—

(51,348)
(311)
{51,658)

151,659

WHYHD o
[



Easthourne Dairy Farm Limited Fage T

STATEMENT OF ACCOUNTING POLICIES AND

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 51 MAY, 2018

Summary of Significant Accounting Policies

Repariing Entity
Eastaourne Dairy Farm Lbd is & company regiatersd under tha Companlas Act 1983

Thage fnanckl statemants ane for & schemea registered wndar tha Financial Markets Condoc] Acl 2013, ard ey hase been prapanad

I accordance wih the Financlal Markats Condect Acl 2013,
Thia Bawrmd autheeiso the releases of thess financia siatements on 26 Seplambar 201 5

WMeasuremen! Bass

The scoounting principles recognised &s sppeapriabe far tha measuremeant and reporfing of Tnandal padformance and financial
pasiion oo an historicad cosl bass are folowed by the Comaany, Wilh the gxcapiion INat cataln aEsels 35 spacifiad bedow have
been revakied. Amandments and inberprefations {o exisling stardasnts that ara nod yel elfactive have nal been eary adopded by the Company.

Thess Bnancial slalemeanta have baen prepared in accordance with generally accepted accouniing praciice fn hew Zepiand amd
ceinply wilh Mew Zesland equivaknts b international Finamclal Reparting SHandards, The financial stalsmants alae camply with
Irtarnational Financlal Reporting Standards, For this pumposa the sompany has desigriabed ileelf pa profi-orented.

Thie informaicn is presentad in New Zaaland doliars which = Ihe Rnslional and presandation cismancy.
All ligures in the Finansial Sleternants kave been rounded to the nearast dollar,

Basis of Proparation

Standards, amandmants and nterpretations te exigting etandarde that sre Aot yel effestive and have not bean sardy adopiod
by the Company,

The foilowing standards, amendments and merprestions to cxsiing standiods have bean published and are mandatary for the
Company's accouning pericds boginning on or after 1 Jenuary 2018 of faler parods, bul the Caompany has not aary adopind Eham:

NEZ IFRS 16 - Loases (Effective from 1 January 2005)

HZ IFRS 16 Leases wil raplace NZ IAS A7 leasas, IFRE 16 requires essees to moognise a lease abilty reflecting fulung

fease payments and o dghf-ol-use assel for 31 leases, wih the optional exception af shar-lerm |eases and [eases af fow-veiue
assets. The slandard |8 eMective Tor armuwal parkods beginning on or afier 1 Jaruary 2019, Earfiar application i permitied, o
IFRS 15 Revenue from Contracts wih Guslomarns has also been adopted. This is nol axpecled 1o have 8 mabadal impact on the
Company's financial statements,

Epacilic Aceounting Policles

Tha tallowing spacific accounting policies which materially affes) e meesureman of prof and the Bnancial positian hive bean
apaliad.

&) Wew and anrended standirds adopted by the Company

Tha Company apaliad for the firsl time cerain smendmeiis ba he slandarcs, which arg affectve far annual perods beginning an of after

1 June 2018, The Cempany has pat eady adoplad any olher slandards, (nterpratations or amandmants that hawa been isaued bul ane nol yal
pffeclive.

The Company has agpled the Tolosing standsrds and amendmants far {he finst me for their anrual reparing parkod commencing 1 June 2078,
& MZ IFRS B Financial ingtiuments

»  HZIFRS 15 Revenue from Contracts with Cusiomars

The Company had i charge ils accounting policies Toflowing tho adopsian of MZ IFRS 9 and ME IFRS 15. Theaa are disclosad in Mate 14f] ard
Nete 1k, The adaption of I standards and amendmens isted abave did nel have ary impact on the amounts recognised in peior pedods

and did not significantly affect the curment of fulishe pefiods.
{b} Property, Plant and Equipmant

The cainfany has thase clesses of propamy, plant and equipmant:
= Freshoid Land;
- Freshoid Bulkdings:
= Plant and eguipmaeni;

Al propery plant and equipment & initialy recorded at cosd,

‘Whan an item of propesty, plant and eguipment & digposed of, By gain or 1oss (5 recogrised in the incomse stalement and is
calculaind as the differance babwesn ha sala prica and tho carndng value of the Bem.

Deprecialion Is provided for on a Siralght Line basis far buBdings, and on 8 Diminishing VYalue basis on all ofher tangible proparty, pant and aoguiprent
pihar than fraphoid fand and capinl work in progress, &1 depraclation rates calculaled 1o allocale the assels’ cost over thelr estimated usefu lives.

Msjor Deprecialion Pedods are:
- Lard Develapmeant 25 yaars
- Freshold Buildings A3 1o B0 yoars
. Piank and equipment At 15 pears




Eastbourne Dairy Farm Limited Pagn

STATEMENT OF ACCOUNTING POLICIES AND

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENCED 31 MAY, 2078 [GONT )

el Impalrmont

A4 mach reporting dade, Ibe carrging amount af tengiale and imangible assels ane rewewed fo determine whether fere & any indicallon of linpairmentl [T
mny wuch indication exigls for an aszel, the ecaverable amoun] of Be assel is eslimabad in order o detarmineg the extard of the imgaiment (08 [ avy)
Where e sesed does nol genersle cashBows sl are independant rom olher assels, i Company esfmales 1ha recoversble amount of the cash
pammrating und La which ha asasl Defangs,

A casn generaling unif is defined a5 the smalipst entfiable group of asseds thaf genarates cash inflows that are langely Indopandent of {he cash Infows
from ather assels ar groups of assets,

Recoverable armour is the higher of Fair valie less cosls o sell and value in use b assessing valis in wse, $e ealimated Tulure pre-Tas cashios ans
digcousnled fo ihair presant vadue usang & pre-lax discount rate thal refecle canenl markel essessments of fhe lime value of money 8nd 1ha reke
spacific to tha aseed for which the eslimstes of fulire cashflows have nod baen adjusted.

If a revalued sesel Is datermined bo be impeired, the impalrmend Is firslly applled egainst the related compenend of the revaluation rasena, with any
remaining impairmant loss espensed in the income staleenent. | e mpalrment nss I8 sebsequenlly reversed, the reversal s Sslly applied b (e
incoma stabemen o the coderd of presiously expensed mpairment lasses relating to thal assel, with any furffer incease Likan o e revaluslion rssere,
Far assabs which are nol revalued, an impairmen! loss i expensed mmedialedy fo \be income statemenl. AN impainmend loss is feversed only 1o he
exlant Ihat the assel's carrying amaunt does nal exceed the carmdng amaunt el waukd have been dalanminad, nal of deprecation, If no Impairmant
logs had e resogmaed.

|d] Share Gapital
Crdfinary shanes ane classiiad as equity, Dirssl casts of issuing shares are shown as a deduction from the proceeds of (he isswe.

| Taxation

The Income lax expenas charged ta tha income statement includas both the cument year's provislon and the inceme lax affanl of:
- Taxsbla tempoerasy diferences, sxcept those arising from énillal recognifion of goodwill and olhar assats that are not
depreciaied; and
Deduclible emporary diferences to the extent that i s probable that they will be ulilised,

Tamparary differances anshg from ransachans, ather than besinass combinaliors, afacing nallhsar accoaniing profit nor axabla
piedi ana ignonad.

Tax gffect pooounting & appled on @ comprehensive bess (o all oming difierences using the liabiity method. A deferred Lax
asse! 5 oonly recognised o e axtand that it is probable e ofll b= ulue lasable profil o wifise e lerngorany dilferances.

[f} Fimancial Instrements
i) Recagriion, iniial medsurederi and dereeagnilion
Financial asseis and Enancial linbiities arn ecognsed when the Company becomes a party fo the contraciual pravisions of (e
fmancial instrumend end are messured infially at fair veles adjvsted by IafSaclicns COsLE, extepl Tor thode camiad aL1air
walua rcugh profit o leas, which ane measurad Initéalty 8t taér value, Subsequan] measuramen| of financial assels and
fnancial ¥ablities are descrbad balow,

Financial agsels are derecognized when fhe conlraciusl fghis b tha cash Nows from (ke fnencial Bzsel axpite, or whan e
fnancial asssl snel 58 sibslanial deks and rewards ane anaferrad. A financial labilty & darecognised whan i |5 exinguished,
discharged, canceled or expires.

i) Classificaton and subsequent measuremant of financis #ssels

Fer fha purpose of subsequent measurement, financial asseds ather than those designabed snd elffetlive as hedging
insiruments are classifed o he faiowhg calegoies woon indial recognifion”

*  loang and recalvablas

= financisl ag=als an far value Mrough profl or 083 [FYTPLI

All finmncial assats eacepl for those af FYTPL are sub{sct bo review Toe impeirmen al kBast gl each reporling cale 1o identify
whedhar there is any abjective evidence thal a fimanicial asead ar 8 grows of fnancal eseats |a impaired. Differeni crileds 1o
debarrrine mmpairmen] ans applied for each catagory of inancia! aseeds, which are described betow

All Income and capenses milating e financial assels thal are recognised in profl af (&S Bre pragenisd Within Mnance coass,
finarce lncoma or other fnancial Bems, axcepl for knpalrmend of rade receivables which is presented wilhin alber expensas,

(i} Leans and receivablag

Loans ard receivables are non-dervative finanscial assels with Mided or dalarminable paymants that ena not quoted In an actveinstnamepds,
market. Afier indfial recogriion, these are measured ab smoised cosl wEirg e aMective intaras] methad. l8ss an allowance

for credif losses. Discounting is omittad whera the efiact of discounting is mmatedial. The Cempany's Gash and cash sguivalens

wnd ascounts recahvabke fall inbo this calagary of Tinancial Instrumsants.

Irividlisalty glgreficant recaivablas are congloered for Impalmant whan thay are past dus ar when ether chjechve evidencs 8 received that a
spacific countarparty wil default. Receivablas fhal are tol corsidensd o b individually Impsined are euiewed for impalemant in groups,
which are dalarmimad by relarence bo the industry and neglon of & counterparty and ather shanad credil fsk characierislics, Tha Imparment
loss eslimabe js then basad an recand hisledcal eounbanpany delaull rabas for gach ontified group,

el Financial mssofs af FETPL
Financal aszeta al FVTPL Indude financled pesats thol are cher chassified os heid Rar Wradifty or that meal cersn condlicns ane are
dasipnated af FUTFL upen il ecogmiicn. AT denvedive Bnancial ingtruments fall infio this cafegory.

Fusals in (his catogary ave maseured at Tal vaiue with gaings of losses recognised in profit or less. The fair values of financial sssets in ks
ralmgory s delevinined by refevenca fo Bcth Marks rensecions or veng o valugtion fechifque wiarg fo solie market sxisls. o
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Easthourne Dairy Farm Limited Poge B

STATEMENT OF ACCOUNTING POLICIES AND
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MAY, 2018 [CONT,)

fui Classifcation and subseqrant measurement of fnanclal labiiiies

Tha Comparny’s financial labillas indude barrewings and aceounls peyalie.

Fimangial linbilifes are measered subsequenily a1 amorised cost wsing the effective intarast melbod,
{g) Receivabies and Payablos

Recsivables and payablas ane intialy recorded al ladr valus and subsnguently carried at amadised cost using the effective
Inberes] method. Due allowance is made lor impained meeivabdes {doubiil detits). The resulling asmount far raceivabiae ja
neat materially diffarant fam eatlmaled reallsabes wale,

{hp Invostmonts

Inveadmeanls are recorded al market valie wilh e revaluaion insame recognised hrough e Satemenl of Compraianshe
Income.

(i} Barrowings

Beerowings are lfialy sacorded ot fsir valus net of ransacticn costs incurmed, and subsscuertly ab amedised sost itivg
the edfheclive inlerast method,

A3 borowing cosls are recognized ag an expenss in he pesion hey ane incwrad.
{1 Revenue

Operating Revonue
(o) Fewenue fram the sele of goods is measured at the fair valus of the consideration recshied or recsvable, gross of retums ond alloeaenoas,

trade discounts and wolume rebates. Revenue Is recognised when tha signiflcant risks and rewards of ownership hawve baen transfeored 10
the buyer, racovery of lhe consideralion is proballe, the essocialed costs and possible ralum of goods can be aslimated reliably, and there iz no
conlinuing managemant Involvemant with the goads. Tranafars of riska Bnd rewards vary desentding o ihe Indhidual barms of the condract of sale

@) The company has cisaggrogated ravenus inie Bvastock categosy fypes in tha tabée balow, Bhis depict how the nalure, amount, Bming and wncertality
of reverive and cashflows ang afiected by cconpmic date

|k} Cashiiows

For the purpose of e cash flow stabemand, cash includes cash on hand. deposis held at call witn Danks, and Investmends
in meney markat insfrumnnts. nat of bank oyerdrafts

{1} Gooks and Services Tax
These accounts have bean pregared meclusive of Goods and Services Taxexoepd for accounts payable and sccounts recsivabile, which ane GST nclusive
{m) Biclogical Axspts
Biologiced assats managed o progucing inte agricibaral prodisea ar for franghsrming inte sddiional botogicsd assats am maasurad a2 fair value, with
unreallsed gens or losses repared inihe statemant of financisl parformancs &5 par of cperating myvanua. The lvestock & valued at markel valos
by an indapardand ivesiock agent al balanos: date,
{n) Feod an Hand

Fead on Hand is valwed al iha lower of cosi and net reslsabie valun, Faed hanvested oy e Famm s velweed of Tei valiss a1 the Ume of harsasl and
subseouently vatued ot the ier of cosd and nel realisable value af Balanges Dale, Cost |5 caloulatad by detarmiring Ihe purchass paice of fapd,

Changes In Ascounting Policies

Thare hias bean no changes in accounting policles, Al palicles hawe baen appliad on bases corsstent with fhose used in previous years



Easthourne Dairy Farm Limited

STATEMENT OF ACCOUNTING POLICIES AND
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 37 MAY, 2018 [CONT)

Issued Shares

Ordinary Shares lssued

Qpening Palg Lip Capial
Further Capital Pald Up

Get Lp Casls
Cioging Paid Up Caplist

All peginary ghares hava beon issued. AR shares nave equal veling righs and share equaly
in dividends and surplus onwiniding up.  Tha shemes hawe na par vaile.

Retained Earmings

Balanca as at 1 June 2016

Ciparating surpius (defict) stifbuiabla to the shashalleds of the
panank company.

Cevidends Paid Dirirg ¥Year

Balanoe a5 al 31 May 2018

Taxatlon
Mel Profittilass) for the year

Prima Tacsa Income fax =1 28%

Add [subtract) axilion affect of pemanent differences
HAowalpation af Investmansi and

Ciiher Permanant Diffarancas

Mon-recogni=ed Timing Diffemnces

Impugatian Credits Recaived

Fecognition of tax lasses nel previously recegnisad
Income Tax Expénse

The ncome ik expanse i raprasented by:
Capnint Tax

Defered Tax

Income Tax Expanse

Imputation Credit Account

Balance as ak 1 Jume 2018

Tax Paid

BWT & Imputalicn Crediis an Dividands Receéad
Tax Rafursded

Imaiation Credits atached 1o Dividands Pald
Balanes as ai 31 May 208

Pags 10
2% et} I
11|I:ID:I|I:I1}U 11,000,000
10,850,000 10,850,000
T
2019 208
(BO0, 1100 (504 684d)
G8.048 304,374
{220,000} {220,000}
E51,2401 5EIII E'Iﬁk
otk 2018
188 320 A6 533
47 130 130,017
2,448 11,.480)
A9 Fli
. 8,762
(1) 1409
ag.271 124 250
106,801 117 508
10, BE0 5,750
99,771 124,250
2019 2018
as B1
181,781 B4, 20
1 44
R i) EEEIEEEE-L
6B 3RS TEE
,x‘-"'t'—' g,
-'1.:-I "
3 i
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Easthourne Dairy Farm Limited

STATEMENT OF ACCOUNTING POLICIES AND

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

Cash and Cash Equivalents

Bank of Kew Zastand Ghagque Accouni
Balence &5 &1 31 May 2095

40, 206
45,205

Page 11

2018
EZ3.417

The averdrall is secuned by & parfecied sacumly meres) in all presenl and afler acquired properly, including livesiock of Easfbourne Dainy Farm Limiled
Trea limil is §260,000. The bank does nof hawve any Financial Covenans in placa,

Property, Plant & Equipment

1 Jume 3018:
Crasl Price
Aeeumlatad Depnaclation|rpaiment
Mal Beak Velua

Aadditions
Disposals

Depracialicn
Impairmen
LogadGain} on Sale
Med Bock Wakie

31 May 201
Caoel Frice
Accumuated Depracationdmpairmant
Mat Book Vakua

1 June 2017:
Caosl Frice
Accumulated Depraclaton/impaimment
Mt Aok Walise

Agddilionsg
Digposals

Depresiaticn
imparment
Lossi{Gakn) on Sale
el Book Valua

37 May 2018
Coresl Prrics
Agcemutaled Depredalioniimpainment
et Book Value

Deweboprerit Plant &
Ll Buikdings Expanditurn Equipmant Total
BA35 2132 578,691 58250 308,895 B,375,5448
(540,613 (38,506} {9,184) {140,560) 163
7 EE 5 ERENET 40 164 166,135 _gﬁ'ﬁ'ﬁﬁ'
45 84 17,700 03,184
r.aaz,ﬁué 504,565 46,068 18E.335 B.713,069
- {16,387) (2,33 (25,215 44, 038)
{177.481) {177,481}
433212 524,375 8,750 327,306 0443 252
18,004 55,193 11614 16EHTE 81677
7,715,116 .ﬁmza_zj_ E.?Eg iﬁ,ﬂ& g.w.aﬂ
8433212 530,239 58,250 a0, 508 9,328,500
Y 1L T -1 -1, | 6,854} i1 12,554) __1GBE 044}
A TEL ] A, 210 51,306 184,045 B4z 4508
- 48,252 = 3,008 51,348
Y, ..w m.a"ﬁ?- T TSRTT] 5593804
{13.783) (2,330 {20,006) (24,118
7.0a7 568 535,585 40,066 169,135 & 640, GBS
Bd33.212 578,681 56,250 309 695 9,371,548
{540,813 {39,806 19,184) (140, 560] {730,163
7 562,569 534,585 49, 164,139 8,648,605
A48 Al
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Eastbourne Dairy Farm Limited Paga 11

STATEMENT OF ACCOUNTING POLICIES AND

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

Financial Instrumentis
Cradil risk

T b aatend thad the company hes 8 recelvable from anothes party, B (e 8 credit rish in the evenl of non-perfomance by fhal
counlerpary. Financial instruments which potantlally subjes company entifies bo credd ek principally consisl ol bank balances, mosivabhes,
nfhier Rasats.

The lssuing company manages |ts exposurg to credit risk

Blaximum expasunas 10 credi risk & balance dale are shaown an tha Stalemant of Finenclal Poslion as curent amd larm sassats. Mo collaberal
is held ap thesa amours,

Concartrations of aredit risk

FAooounts receivable incluce 5232 683 (3018: $310,017) reealvabla fom Opan Cowntry Dalry Lid. The company dosg 1ol havs gny ather
significant concanirabions of credd risk,

Curreney mnd Intarest rate rak

Thesrg |e gurrency rgk lo Ihe axiend Ihal income is dependand on tha sale price achievad by Opan Cavrniny Dairy Lid whd I tem incurs
currency fek. The compeny hes sxposure bo inferest rats fsk io ihe sxbend that thay borraw at ficating intarest rates,

Fair values

The carrying walues of firancal iInstramands In the Siatemant of Financial Poellicn s considansd 1o be Fair values and include intarest
accruals thal are mchuded in cureni receivables and payables

Liguidity Riskn

Liguidity risk represents (ha IS50ng company's abilty to mest N8 linancisl cofgatians an lime. For the mosl part The Cemgarny

pereratas sufficient cash Nlows from Bs cperating aciivities o make timely payments. It doas howesar meintaln sommitied cradit

lines o cowver sny shanfals. The lssuing company has a fotal Bank avardraf faciity of $250,000. A1 belance date, this was unorean (2013:80)
Liguidity Forecasis

hanapement supervisos lquidiy by manitaring shor-lem and kng-term cash Nows far up bo 5 yesns,

Inberesi Rate Risk

The [ssuing company has axpasuna to Inbarest rede risk to la axtant thal il Domrows on Boating Hbeest rates.

Reconciliation of Operating Surplus to Net

Operating Cash Inflowl{ Outflow) 2019 2018

Mgt SurplusiCeficil) after tax far he year GE, 049 A4 374

Sat Ui Coats clesailied as Firance Adfivily - -

68,045 Al 374

Add (lass) non cash ibems:-

- Impainment 17481

- Rewaleaton of Inveslments . .

- Bepraciation 44,033 &4 125
280,563 HE 498

A (less) movernend in pthar working capial llams;

Increase (decreass) n sscounts poyabls {23,063 61,045

[increass) decrenes in livesioa on hand T4, 876 (2,156

{increaga) decraasa in feed on hand {41,818) (13,308)

{increasa) gacroase in aceounts racehabia 70,342 129,508

increase (droreasa) in GET payabia (4.444) {1,504

Ircsaass {decrapsa) in Tax payabia {68,347} {1,748

Incrapss (decransa) Im Defarmad Taxasan [lids i) 6. 750

Ml sash inflow {outflow) from aperabing activitias 20605, T4R HII-.E-!-‘J-

Contingont Liabilities & Contingent Asscts

The company has B dehemed (2 Eabilly om mal defermed incame of 533,618 [2018. 345,343).

A1 37 May 2079 she Company nas no oihes sgndicant contingan assels or conbngent Exilites. (2018 S8l

Capital Commitmeants & Non-Cancellable Operating Leases

A1 31 May 2019 thene wera na glhar capitsl commitments and na non-cancellpbla aparating leases, [2078: SKI) i
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Eastbourne Dairy Farm Limifed laga 12

STATEMENT OF ACCOUNTING POLICIES AND

NOTES TO AND FORMING PART OF THE ANANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MAY, 2008 [CONT

Related Party Transactions

The company peid administralion foas of S22 868 (2018 518,233) to Reger Digkle {NZ) LIg, In which Roger Dickie, &

dietlod, has a canbraling inlerest

In adoiian, 53,363 of rEmbursements wene made Tor Sdministiration, Audit, Diregloms Expenses, Legal Expenses, Mesfing Costs,
and Subacriptiors. The srmound owing al batanca dabe was 57 657 (2018 3810)

Compensation paid ta kay manageman! personnal during the year was M.

The amount incurmed for the prevision of key management persomnal Genvices provided by B separste management ensty during the
year was Mil,

Accourling Sarviees emounling to 37 426 [2016: 57, 103) were provided ta the Campany by Markhams Waverlay LU i which JaiT
WWhillock, & Eeclir, |8 also & dieclor. The amount owing al balance dabe was 36,000 (2013: 56,000)

The compary pakd no direciors Teas 1o Roger Dickla during the year (20158: Mil).
Mo gireCtors aKpenses wern pald o Steve Boer for the waar (2018: NIl

Mo related parly debts have been witien off o Bargivsen during the year.
Eventz After Balance Date

Thare were na significant evanls accuring efter defanca dofa.

14, [a) Stock on Hand

15

16.

M 2018 Mo, ZHIR

R1 Hallers 135 114,750 14z 120,700
R2 Heifers and Mised Age Cows 509 B16.175 485 585,100
CBAR  o30025 _B40_ 1,008,800

Fadr walue mrassurement of e Company's stock on hand

The Company's sicck on hand s stabed at marked value, being tha feir value at tha date of vahmtion, The falr vaiue measremants of the Groups stock an
hand as at 31 May 2079 and 31 May 2018 wera perfarmad by PGE Wrighison Limilad, Gore, indrpendant valuars nol reited b the Company, PGG
Wrightsan Limtied ane soecialist Bvestack agarts and ey have apprapriabe quabBeatians and recenl sxpeddancs in (ke f valie measieemen of
fvaelack in e rloyant losalioen.

Thne fair valus of ;e stock on hand wes detarminad based on the market comparabla approach hel refiecls anseclion pricas for simitar livesiock.
Them has baon no change o the valuation tachnigue during the yaar

Aeconclialion of Numbers: Mo, 2019 [T 218
Dipsning Stack B4l 1,006,800 BT 1003645
Purchasas . = 33 18,538
Sakes {448) 17114 2465 (308 (87,098
InCrapsaiecieasa In valies of callia . &1,611
Watural Increase 458 33,471 195 .
Danths & Missing 14 - 27} -
Clowing Stock B44____ wi0pes 401,005,800

{b) The Comparny recognises revanue frorn (he following major sounces:
29 2018 2018 g

o Sale af vasbock: 5 Mumber -3 Mumber

Zaleg - Cows AT 860 133 59,259 B3
Sales - Rlyr Hedfars 7483 10 4715 4
Sales - Auefa - H = .
Balea - Calves 18,103 a2 18,332 a2
Salgs - Beaf Calves 4 87% 5% - 3

5 Hgs of Milk Saolids. f  Fgs of Milk Solids

+  Sale of mik 1,408,292 Z2ima14 1,515 Bad 28,186

Significant Judgements & Uncertainties

The prepamticn af financal siatemens of necessBy involves judgement and estimafivn, The anly significant aalimation requirad for 1he vaar ks the
vadation of lestock. Thers is & ready marked for dairy fuesbock in Ihe arae, and the Bwestock is courted and valuad armusdy by an mdepandend
paperl, Pregressive Liveslock Limitad,

Securltles Given

In Bddiion 1o sscurfty gheen to tha bark as per Mote §, RO Limlled has megistered @ PPSR in respect of &l goods @ has supplied Lo the compary
PG Wiightsen Limied has similady registered & PPSR §s respect of 18 bulls purchaged
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STATEMENT OF ACCOUNTING POLICIES AND
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

FINAMCIAL INSTRUMENTS
Classes and cetegorhes of inancial irstruments and thalr fair values

The fallowing tabies combing information about:

= casees of Anancisl struments based an ihelr naline and shein e iilen:

= Ihe carrying amounds of finonclal Instruments:

= lairvaksag of financial instrurments (emapd fimancin! insinaments when camping amound approximates Seir S valua); e
lalr waloe Matrdrchy iaveds of Erincial gty and dabiites for which Tair vabee wes disdosec)

Falr value hleraraby levels 4 to 3 ano based on degres to which thair lair value I8 cheervalde:
Lenved 1 fair valus measuremsnts are ihose gersved from quoted prices (unadieied) n aciee makels for Heedical sisets o Babifas;
Lrvad 2 [air vabss miessursmants ane those derved fiom inputs ofres than quoled prices ackafed within Lessel | 1hal are afmarva bie N Suo s sed of Babiliy,
ailher directly {l.8. aa prices) or indirecy [e. darived from prices): and
Letved 3 lalr ot phiisurarists aie Bl dafvad fromn vaiuatian feciniques Fat include inpuss (or S assal or Nabdey thal are ot bosed on chservahbin
masrkat dala {unchsevable inputs).

Mot Assels al Financial Toal Lavei
FUTPL assels a
amortised
cost
1 2 3 Tatal
¥ May 2018
Financial Assots
Cagh end Cagh Equivalents 5 - A5, 206 45,206
Accaints Racalvahls 241 ALY 243 453
Shares - Sundry 1,822 - 1,822 1022 1,622
1,508 RAR, 563 AB0,561 1,8: TeEe
Mohe Financial Total
lhabilities at
Amarisad
Gagk
1 May 2018
Finamcial Lighilities
Agoounts Payable 155,571 155,871
185,871 166,871
Note  Assats at Finadusial Tatal Lowsi
FWTPL aBsats ot
amprtised
cost
1 2 3 Tatal
31 May 2018
Financlal Assgls
Cash and Cash Equivalens ] - B2E.417 g2a.417
Accours Facekeakia 313805 33805
Sharas - Suniry 1,922 - 1,822 182 1,822
1,922 g dE 44,144 {52 1,07
LT Financial Total
liabilitias at
amarised
coat
31 May 2018
Finamciat Liakd|ithes
Aguounts Payable 178,934 178,034
178934 178,834
L5 Adey,
e thry
2] ¥
i

i i
Pacrod®
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INDEPENDENT AUDITORS REPORT
To the Shareholders of Eastbourne Dairy Farm Limited
Report on the Audit of the Financial Statements

Opinion

W have audited the financial statements of Eastbourne Dairy Farm Limited (the Company ) on
pages 3 to 14, which comprise the staternent of financial position as at 31 May 2018, and the
staternent of comprehensive income, statement of changes in equity and statement of cash
flows for the year then ended, and notes to the financial statements, including a summary of
significant accounting policies.

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

Basis for Opinion

\We conducted our audit in accordance with International Standards on Auditing (New Zealand)
(ISAs (NZ}). Our responsibilities under those standards are further described in the Auditor's
Responsibilities for the Audit of the Financial Statements section of our report. We are
independent of the Company in accordance with Professional and Ethical Standard 1 (Revised)
Code of Ethics for Assurance Practitioners issued by the New Zealand Auditing and Assurance
Standards Board and the Intemational Ethics Standards Board for Accountants’ Code of Ethics
for Professional Accountants (IESBA Code). and we have fulfilled our other ethical
responsibilities in accordance with thesa requirements and the IESBA Code. We believe that the
audit evidence we have obtained is sufficient and appropriate ta provide a basis for our opinion.

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

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 net

agsats. « Assessed the internal controls and
systems relating to livestock stock

Livestock was independently counted on the management.

31 May 2018, « Assessed the independence and

objectivity of the valuer. Obtained
representation from the valuer of their
independence and their scope of
work.

N
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» Reconciled the livestock movements
for the year.

s Compared livestock natural increases
and death percentages to
Industry/regional rates. Compared the
livestock wvalues to other market
information.

« Ensured livestock on hand has been
reported in accordance with the
accounting policy and appropriate
financial statement reporting
disclosures.

Livestock and Milk revenue

Why Significant How our audit addressed the key audit
matter

The livestock and Milk revenue represents a  To address the key audit matter, we.

significant amount of the company’s total

revanue received — 99.5%. » Assessed the internal controls and
systems relating fo livestock stock
management and Mik Proceed
recordings.

s Ohbtained an indepandent
confirmation from livestock agents of
stock sales and compare these sales
to the general ledger.

= Obtained an independent
confirmation of Mik Proceeds.
Compared the independent farm
consultants Milk budget production to
actual Milk production. Ensured end
of season proceeds have been
correctly calculated and recorded.

« Ensured livestock and Milk Proceeds
have been reported in accordance
with the accounting policy and
appropriate reparting disclosures.

Other information

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

Our opinion on the financial statements does not cover the other information and we do not
express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent
with the financial statements or our knowledge obtained in the audit or otherwise appears to be
materially misstated. If based, on the work we have performed, we conclude that there is a
material misstatement of this other information, we are required to report that tact. We have
nathing to report in this regard.

“16-
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Directors Responsibilities for the Financial Statements

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

In preparing the financial statements, the directors are responsible on behalfl of the Company for
assessing the Company’s ability to continue as a going concern, disclosing, as applicable,
matters related to going concem and using the going concern basis of accounting unless the
directors either intend to liquidate the Company or to cease operafions, 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 financial statements as a
whaole are free from material misstatement, whether due fo 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 1SAs (NZ) will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these financial statements.

A, detailed description of the auditors’ responsibilities including those related to assessment of
risk of material misstatement, evaluation of appropriateness of going concern assumptions and
determining key audit matters are available on the external reporting board website:
hitp:iiwww, xrb govl nz/standards-for-assurance-practitioners/auditors-responsibilities/audit-
report-6/

Restriction on Distribution or Use

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

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

Silks Audit Chartered Accountants Limited
Whanganui, New Zealand

Date: 26 September 2019
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