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DIRECTORS ANNUAL REPORT

23rd September 2015

The 2014/2015 season saw our variable order sharemilkers Ben
Worker & Penny Timmer-Arends achieve production of 207,218
kgMS.  This was down 4.9% on the 217,500 kgMS that was budgeted
for and can be directly linked to the difficult weather conditions at
the start of the season and the number of cows that were milked
ended up lower than originally anticipated, due to a few issues with
the herd purchased.

The final payout announced by Open Country Dairy was $4.61/kgMS, considerably down on
the original forecast of $6.90, which is only reflecting the current world commodity prices.
However, we were paid an additional eight cents per kgMS for our milk, due to Ben &
Penny’s diligence with milk quality and achieving an average somatic cell count for the
season of 78,864.

This outstanding effort for milk quality, ranked them 4th in Southland and 20th nationwide
amongst Open Country Dairy Suppliers.  We would like to offer them a big congratulations
on this achievement, it is a fantastic reflection on their diligence within the cow shed to
come to a new farm with a new herd and achieve such high standards.

As a result of the low payout and the low forecasts for the 2015/2016 season it has been
decided by the directors that no dividend will paid to the shareholders this year.  We remain
optimistic about the future of the dairy industry.  Even though the price downturn has been
extreme we take a medium term view of prices and it is interesting to see the major banks
are contemplating $4.25 to $5.00 for the current season (up from the $3.66 forecast) and
$6.00 for the following season.

A valuation of all land and buildings and stock were undertaken for the financial year.  These
were completed by Logan Stone Limited and Progressive Livestock Limited, summaries of
these documents are included in this annual report.  For the 2014/2015 financial year
Eastbourne was given a total value of $10,398,525. This was made up of land and buildings
of $7,120,000 for the farm and $2,275,000 for the run-off, and all stock at $1,003,525.  The
Shareholders would be happy to note that the land and building value is up $320,000 from
the $9,075,000 it was purchased for.

The total capital expenditure for the year was $72,773. This included the purchase of a milk
vat for $16,479, 8 tonne Giltrap trailer at $19,900, head bail at $4,140, Krone Easycut Mower
at $18,900, Milkbar 50 twin axle cafeteria at $8,765 and we upgraded one of the bathrooms
in the workers dwelling at a cost of $4,589.

On takeover of the farm in June we identified areas that needed to be improved and
invested $85,723 throughout the season in repairs and maintenance to upgrade the farm to
a good standard.  This included maintenance for the cowshed of $17,249, repairs to the
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yards at the farm and the runoff of $18,441, upgrades to the workers houses of $15,313,
upgrades to the calf sheds $17,249.

We originally budgeted $66,560 for Animal Health for the season.  Poor weather conditions
at the start of the season resulted in lameness and mastitis issues for the new herd.  The
result of this was $111,968 was spent on Animal Health.

General farm working expenses is the other area where a major difference from the original
budget occurred.  $54,900 was budgeted and $115,750 was spent, with the major areas
coming from Farm Advisory of $20,548, Cartage of $41,950 and Administration $34,774.

With our policy of having no term debt we have insulated the business against this
downward swing in pricing. We had forecast prior to the start of Eastbourne Dairy Farm
that the farm working expenses (FWE) for the first five years would average $4.72/kgMS per
year.  For the 2014/2015 season the FWE were $4.20/kgMS, which is below the national
average.

2015 also saw a successful first farm visit for our shareholders in March 2015.  We had a
great turnout and have received good feedback from those that attended.  The farm visits
are an excellent opportunity for everyone to see the farms first-hand and meet our
wonderful sharemilkers and see what a great job they are doing.

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

Farm Update – Current Season

The production forecast for the 2015/2016 season has been set at 220,000 kgMS.  The
season has had a difficult start, which can be attributed to the very wet conditions in
Southland this spring.  The wet conditions have meant grass growth has been extremely
slow and meant for lower quality feed for the cows.  However, with a bit more sunshine and
grass growth, we should meet our production target.

2015/2016 season continues to be financially challenging, as the current milk price is still
affected by worldwide commodity prices, however the long term forecast for dairy industry
is still very strong.  The last few Global Dairy Trades have shown promising signs that we are
in the early stages of recovery.

For the current season, Open Country Dairy has forecast a milk price for the 2015/2016
season of $3.66, which is lower than what was originally announced for the season.  As
mentioned above the indications from industry analysts and banks is that the payout
forecast will be revised up to $4.50 – 5.00/kgMS.

In light of this payout we continue to work with our sharemilkers to minimise all costs where
possible, without impacting on production.  All non-essential expenditure on such things as
repairs and maintenance and capital purchases have been put on hold as we work through
these trying times.
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With our policy of having no term debt we are insulated against this downward swing in
pricing. For the 2014/2015 season the farm working expenses (FWE) were $4.20/kgMS and
for the current 2015/2016 season we have budgeted for farm working expenses of
$4.09/kgMS, which is well below the national average.

As a result of the current climate the directors have resolved to operate with a temporary
overdraft facility with a limit of $250,000 for the 2015/2016 season.  The interest rate for
the facility is 7.70%.  We see the use of this facility as a stop-gap for this season and as the
pay improves there will be no need to utilise this facility.

I look forward to seeing you at the AGM.

Kind Regards

RR Dickie
Director
Eastbourne Dairy Farm Limited
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VOSM ANNUAL REVIEW – Ben Worker & Penny Timmer-Arends

The first half of the 2014/15 season was
challenging. August was wet and cold, which
placed additional stress on both man and beast. It
was made more difficult for staff as the cows the
farm had purchased came from a rotary shed. This
meant all 405 cows and 115 heifers had to be
trained to walk into the herringbone and row up
for milking. After months of heifers jumping into
feed bins, cows turning around on the platform,
and a lot of kicked cups, the herd now walk in and
row up well. Next season will be a lot smoother,
as the cows will help teach the heifers to row up.

The annual rainfall in Southland is around 1200mm, half of which fell in October and November. The
wet conditions caused the cows to trample grass into the ground and waste feed, and it was too wet
to get the mower on the paddocks and keep residuals down. Grass quality became a challenge in
early December when the rye grass goes to seed, and we baled the lowest quality paddocks for
supplement rather than forcing the cows to eat it.

WRAPPING UP THE SEASON
As the saying goes, “Southland might get you down, but it will never let you down”, and autumn has
been remarkable. From February to April we’ve had a surplus of grass, allowing us to increase our
grazing round from 30 days to 50 days, and create a buffer of feed for May. We switched the in-shed
feed off in early January, and have fed out minimal balage in April/May, keeping our feed costs low.

As we headed towards dry-off at the end of May, we set the farm up for good grass cover in Spring,
and the cows were in excellent body condition for calving.

STOCK
At 31 May 2015 Eastbourne had the following stock for following season:

Class of stock Number Comment

Mixed Age
Cows 415

We had to cull a higher-than-expected number of cows this season
due to lameness/udder issues that were inherited with the herd
purchase. Our high in-calf rate has mitigated this to some extent. And
the high beef schedule has helped offset this loss, with culls achieving
$600+ from the meat processors.

R2s (First
Calvers) 105

Because of a high cull rate in the cows, 105 heifers were required for
replacements next season. The livestock market is low this year and
Eastbourne was able to purchase quality animals at a good price
$1475/heifer (c.f. $1650+ last season). The R2s arrived on 1 May and
are now grazing at the run-off where they will be wintered.

R1s (Yearlings) 111

There are 111 yearlings grazing at the run-off, and will winter there
also. 82 were reared on farm, and 30 bought in on 1 December. The
yearlings are growing exceptionally well under our direct care at the
run-off (many farmers send them away for grazing) and will easily
meet the 300kg weight target for mating in November.
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FEED
Approximately 106 tonne of supplement was fed through the
shed between August and January, an average of 216kg per
cow. This was below budget, as we moved to a grass-only
diet from mid-January to keep costs down.

We had enough grass on the milking platform to milk through
until 31 May, however the rainfall over the first few weeks of
May saw us dry-off slightly earlier to reduce pasture damage.
The downside to being ‘summer safe’ is that we get very wet
on the shoulders of the season.

140 cows, 105 heifers and 111 yearlings will winter at the
run-off and 270 cows were wintered in Dacre approx 40km
away. A nice short truck ride for heavily pregnant animals to
manage when they returned in early August.

MATING
Eastbourne Dairy Farm achieved good mating results this season. We used 6 weeks of artificial
breeding (AB), 4 weeks of natural mating with the bulls, and finally 3 weeks of short gestation AB. By
using short gestation semen for the last three weeks, we’re able to manipulate the gestation length
of the cows, and have them calve up to 10 days earlier.

6 week in-calf rate = the percentage of the herd that gets in-calf during the first six weeks of mating.
The 6 week in-calf rate is one of the most powerful indicators of how well a farm is operating.

Much more than a basic measure of fertility, it also delivers: more days in milk in early lactation;
more AB replacement calves (to keep or sell); and fewer empty cows.

Results:

Eastbourne
14/15 Industry target NZ 2011

average
6 week in-calf

rate 78% 78% 66%

Empty rate 8% 6% 13%

Comment from VetSouth: Awesome result. You are among the top 12.5% of the country with this
result. When taking into account that this is the first season for you on this farm and that previous
operators have struggled to get anywhere near this you should be very very proud of this result.

PRODUCTION
Eastbourne’s target for 2014/15 was 217,500kg based on 500 cows producing 435kgMS each.

With the difficult spring, and slightly lower stock numbers (490 cows at peak) we finished the season
at 207,218 kgMS. This is an average of 422kg/cow, and all things considering a good result.



9 | P a g e

Note: Benchmark information gathered from DairyBase.  The Benchmark Group is made up of 240 South Island Farms.
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Note: Benchmark information gathered from DairyBase.  The Benchmark Group is made up of 240 South Island Farms.
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Note: Benchmark information gathered from DairyBase.  The Benchmark Group is made up of 240 South Island Farms.
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2015 SHAREHOLDER FARM VISIT

March 2015 saw a bi-annual shareholder farm visit to Eastbourne.
Fourteen shareholders took advantage of the opportunity to visit
their farm. The group were welcomed by our Sharemilkers Ben and
Penny who gave us an update of progress on the farm for the season.

After inspecting the milking shed and effluent system we had a tour
of the farm.  While our farm we had the opportunity to get up close
with some of the herd who were happily grazing in the sun.  We then
carried on to inspect the runoff, located down the road.

It was an excellent opportunity for our shareholders to have a look at
their investment and meet Ben & Penny. Along with Ben and Penny
our farm consultant Jack Ballam was on hand to answer any
questions.

Among the shareholders visiting the farm were a couple of
experienced dairy farmers who remarked very favourably about the
condition of the farm and the stock. They were also high in their
praise of Ben and Penny.

ROGER DICKIE NEW ZEALAND UPDATE

Farm Administrator

In mid August we saw Kate Murdoch start as our new Farm Administrator.
Her role will include farm manager support, reporting and farm budgeting.

Kate, her husband Aaron and three children are dairy farming in an equity
partnership near Patea, South Taranaki. Having worked their way through
the many tiers of the Dairy Industry to farm ownership, has meant Kate
brings a broad understanding of the industry to her new role.

Kate has an event management and organisational background and we are
excited to be getting her expertise and farming knowledge behind our
investment farms.

Kate is also very involved with her local community, which includes holding a Governing Board
position for Kindergarten Taranaki, vice-president of the local playgroup and teaches swimming to
local children in Kakaramea.
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INDUSTRY UPDATE

GlobalDairyTrade prices lifted sharply at the 15
September auction. The 16.5% lift in the GDT PriceIndex
was the largest price increase recorded in the past five
years. Whole milk powder (WMP) prices increased the
most, with the WMP Price Index gaining 20.6%.

The price increases were greater than expected, although
ahead of the auction there was definitely a stronger sense
that prices would firm than was seen at the previous two
auctions.

The NZX Dairy Derivatives markets predicted a 15% lift in
Fonterra’s Regular Grade WMP for November delivery but
the price for this contract actually increased 25%.

NZX WMP May 2016 Futures prices are 11% higher than
current GDT prices. This increase in prices is factored into
the AgriHQ 2015-16 Farmgate Milk Price which now sits at
$4.65/kgMS.

The likelihood that Fonterra will revise up its milk price
forecast for the current season is increasing but we are
cautious as underlying demand for dairy products is still
weak.

In the past few weeks there has been a lot of talk in the
market about El Nino and the implications this will have
on NZ milk production.

Fonterra has held its milk production forecast at -2 to -3%
but others are forecasting a larger reduction in milk
output.
NIWA are absolutely sure that El Nino conditions will be
present from September to November, and forecast that
it is extremely likely (above 90% chance) El Nino
conditions will persist into summer.

It is not a certainty that even if El Nino conditions are
present that a dry summer will occur but the likelihood of
it occurring has been heightened.

Buyers are aware that a drought in NZ would most likely result in a lift in prices, particularly for WMP
and anhydrous milkfat – products for which NZ is the largest supplier.

Skim milk powder (SMP) prices also firmed on GDT but not to the extent WMP did. Some product did
trade above European Union intervention levels. Just 14,605 tonne of SMP has been placed into
intervention so far as some European sellers prefer to hold onto product themselves in the hope
prices will rise.

Source: AgriHQ Farmgate Dairy – 16 September 2015
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VALUATIONS
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Please note this is a summary document and a full valuation is available on the website.
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14th May 2015

Cameron Town
The Engagement Partner
Silks Audit Chartered Accountants
PO Box 7144
Wanganui 4541

Dear Cameron

LIVESTOCK COUNT AND VALUATION

We confirm that we have attended to the count and the valuation of the Livestock held by Eastbourne Dairy Farm
Limited as at 31/05/2015.

We confirm that we understand that this information will be used in the preparation of the Farms annual financial
statements.

We can confirm the following:

Livestock Class
Verified Units

on Hand
Price Per Head - $ Total Value of class - $

3-8 year old F & FX incalf
dairy cows

394 $1900+ GST $748600+ GST

9 year old plus F & FX incalf
dairy cows

10 $800+ GST $8000+ GST

Mixed age budget F & FX
incalf dairy cows (inc 3
titters)

11 $800+ GST $8800+ GST

Herd BW   100
PW   118
75% RA

Livestock Class
Verified Units

on Hand
Price Per Head - $ Total Value of class - $

Xbred incalf dairy heifers
105 $1475+ GST $154875+ GST

BW  ?
PW   ?

The records for the incalf heifers were not available at time of inspection.

Livestock Class Verified Units on Price Per Head - $ Total Value of class - $
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Hand

F & FX empty rising 1 year
dairy heifers

111 $750+ GST $83250+ GST

BW   144
PW    162

Total $1,003,525.00
+ GST $1,154,528.75

We confirm that we have counted and verified the units held as above.
We confirm that the value per head above is the current market value.
We confirm that the stock appeared to be in reasonable condition and health.

The overall presentation and performance of the stock at Eastbourne Dairy Farm has had a marked influence on
placing the stock values in a bracket that is above where the herd figures sit on a national average. The management
of the herd is well reflected in the stock...

We confirm that we are independent of the Farm, Farm Manager and the Trustees/Owners of the Farm.

We acknowledge that Silks Audit Chartered Accountants, as auditor of the farm, will be relying on our considerations
and opinions expressed in the report.

Yours sincerely

Burke Patching

Progressive Livestock Ltd
Dairy Livestock Agent
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2014/2015 FINANCIAL STATEMENTS
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