Murray Creek Dairy Farm
Limited

ANNUAL REPORT
2014/2015

ROGER DICKIE



2|Page



TABLE OF CONTENTS

= Directors Annual Report

=  VOSM Annual Review —Jason & Sandy Herrick

= 2015 Shareholder Farm Visit

= Roger Dickie New Zealand Update
- Farm Administrator

* Industry Update

= Valuations

=  Financial Statements

10

11

16

3|Page



DIRECTORS ANNUAL REPORT

The 2014/2015 season saw our new Variable Order Sharemilkers
Jason & Sandy Herrick achieve production of 342,158 kgMS. Though
down 5.91% on the previous season’s production of 363,427 kgMS,
this was a relatively good result especially considering they were
working with a new herd to the farm, which were affected by the
toxicity of the swede crops, an issue that affected Southland farms last
winter and resulted in the loss of a number animals. Added to this

issue were the very trying weather conditions that continued
throughout the season.

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.

As at balance date, the term loan had a balance of $2,375,302, and the interest rate for the
term loan was 5.87%. With the lower payout for the season, no principle payments were
made, with a move to interest only repayments.

A valuation of all land and buildings and stock were completed by Logan Stone Limited and
Progressive Livestock Limited for the financial year and summary documents are included in
this annual report. Murray Creek was given a total value of $12,131,750, being made up of
land and buildings of $10,300,000 and all stock at $1,831,750.

The share value for Murray Creek from the current accounts gives a net asset backing value
of $1.25 per share. There was one sale of 25,000 shares in January at .90 cents per share.

The total capital expenditure for the year was $138,402. This was comprised of the
purchase of a silage grab for the tractor $4,800, a Krone Mower $18,900, final payment for
the backing gate $35,519, a tip trailer $19,900, Giltrap silage wagon $51,500, Teat sprayer &
compressor unit $2,420, Giltrap Quick hitch $1,200 and the deposit for insulation for the
workers dwelling of $3,581. The purchase of most of these items was as a result of the shift
from a 50/50 Sharemilker to a Variable Order Sharemilker.

Though we came in under budget overall for repairs and maintenance for the year with a
total spend of $92,113, the cowshed continued to cause issues. Director Steve Barr and
Jason Herrick have worked closely together to sort the shed issues out in the most cost
effective way and we would like to thank them for this. The major expenditure items were
the cowshed of $73,716, the yard extension of $23,949, work to the workers houses of
$8,683 and the renewal of the resource consent for the water supply saw the total for the
water supply total lift to $10,174.

| would like to take this opportunity to thank my fellow Directors Jeff Whitlock and Stephen
Barr, our Variable Order Sharemilkers Jason & Sandy Herrick and Jack Ballam for their
contributions over the past year.
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Farm Update — Current Season

The production forecast for the 2015/2016 season has been set at 355,000kgMS. For the
season to date we are currently 3.4% behind last year, 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 the production can be achieved.

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

For the 2015/2016, Open Country Dairy has forecast a milk price of $3.66, which is lower
than what was originally announced for the season. 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. At the time
of writing to you, the indications from industry analysts and banks has seen them revise
their forecast up to $4.50 — 5.00/kgMS.

In @ move to minimise the impact on the farm business the directors have agreed to
continue no principal payments for the 2015/2016 season and stay with interest only
repayments. We have also re-negotiated new interest rates for the loan of 4.55% floating.
Though there is an overdraft facility available to Murray Creek at an interest rate of 7.70%,
the directors have resolved to operate at a zero balance and take advantage of the more
favourable term loan interest rate, by drawing down from the available funds if needed.

Secondary Sales

There are a number of units currently listed. While the net asset backing of the shares is
currently $1.25, there is understandably little interest from buyers at that level because of
the present low forecast dairy payout. With banks forecasting a return to $6.00 payout in
the 2016/2017 season it could be expected that interest in share purchases will increase.
Any shareholder interested in securing additional shares should submit an offer to Richard
Bourne in our office.

I look forward to seeing you at the AGM.

Kind Regards

S

RR Dickie
Director
Murray Creek Dairy Farm Limited
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VOSM ANNUAL REVIEW - Jason & Sandy Herrick

Hi all, it has been a challenging year bringing in a whole
new herd to the farm as well as a whole new team.

w. Over all we have really enjoyed the farm and the
~challenges it has put in front of us. Getting to know the
~ directors and Jack Ballam has been a pleasure and they
have all been great to work with, the support has been
amazing.

We now have the farm in a good operating position
and we look forward to the 2015/2016 season to produce a better result production wise,
than the 2014/2015 season.

WEATHER CONDITIONS

The start of the season was very wet, with the middle period being dry, but a good growing
one. Unfortunately the wet returned for the later part of the season as well, and was a
challenge to get good condition on the cows and keep production up while still keeping a
good feed cover. Over March, April and May we received 270 mm of rain, also 50 mm of
snow on the 18th of April; a bitter wake up call to where we live and operate.

STOCK

M/A Milking cows 845
R2 Heifers (just purchased) 170
R1 Heifers 206

In addition we sourced and purchased 170 R2 heifers for replacements for empty and cull
cows for next season. They are of high quality and we have bought them for an average
price of $1,415 per cow.

Animal health has been really good considering the wet season we have had. Of late with
the wet conditions, lameness has been our biggest problem. We trimmed 111 cows in the

last 2 weeks of the season.

With only 17% of heifers instead of 34% coming into the herd for 2015/2016 season we are
confident production will increase.
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FEED

At the moment our grass cover is 2150 Kg
DM per Ha which we will require for the
next week. This coupled with the wet
weather means our goal of milking till the
end of May is looking unlikely.

With conditions being wet we are unable to
feed supplements out onto paddocks (the

cows and machinery do too much damage
to the pasture), therefore the cows main
diet at present is Palm Kernel in the
cowshed and grass in the paddock.

Jason standing in the winter feed crop. Note the Heifers
in the background!

The crops here are looking amazing and we weighed our kale crops at 15.5 tonne/ha so we
will have ample feed here for the winter. The crops for the winter at the graziers are also
looking really good so everything is getting well set up for the winter, let’s pray for some
better weather conditions.

FERTILISER
Fertiliser has been a big saving for the farm this season with only putting maintenance on
and following milking cows with small but consistent amounts of urea to maintain the cover
and quality.

MATING
We had a 9.5% empty rate and have culled all empty cows. We have 72% in calf to Al so we
should expect a high heifer replacement rate next spring.

PRODUCTION

Given the conditions it was difficult to reach the high peak we were aiming for resulting in
being slightly down on targets set. However, what has been produced is in accordance with
the district averages.
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Murray Creek Production Summary 2014/15
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The last few months have been a challenge but we are looking to end the season on a high
so we have momentum going into next season. We are also gearing up now to make the
subtle changes to the cowshed over the winter which will have the shed working well.

To put it simply, it has been a challenging learning season and we look forward to next
season to see how we can follow up and improve on the 2014/2015.

2014/2015 MURRAY CREEK
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2015 SHAREHOLDER FARM VISIT

In March, 23 shareholders and partners
visited the Murray Creek Farm as part of the
shareholders open day. All were impressed
with the farm and the passion and knowledge
of the young couple we have employed to
look after our investment.

Jason, Sandy and their team are doing an
extremely good job on the farm. Our

consultant Jack Ballam told me Jason has
taken to the farm with gusto and has regularly
told me the farm is looking better this season than in previous years. Several shareholders
who have attended previous visits also commented it is the best they have seen it.

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 Pricelndex
was the largest price increase recorded in the past five - 2015-16 AGRIHOQ ¥ 2015-16 FONTERRA
years. Whole milk powder (WMP) prices increased the - 4.65 3.85

most, with the WMP Price Index gaining 20.6%. GDT results

Latest Change vs Change vs

The price increases were greater than expected, although Average  previous  yearago
ahead of the auction there was definitely a stronger sense of WMP
that prices would firm than was seen at the previous two ~ WMP 2500 T 20% | 7%
auctions. SMP 1990 4+ 7% | -24%
AMF 3440 © 14% 1 5%
The NZX Dairy Derivatives markets predicted a 15% lift in ~ Butter 3o 1T 13% 1 15%
Fonterra’s Regular Grade WMP for November delivery but ~ Cheddar 3210 4+ 10% 1 4%
the price for this contract actually increased 25%. Casein 5810 ¢+ 0% | -30%
Average 2570 ¢ 15% | -8%

NZX WMP May 2016 Futures prices are 11% hlgher than *Based on prices for all GO sellers for all contract
current GDT prices. This increase in prices is factored into ~ peivds. Source: Globallaiy lrace

the AgriHQ 2015-16 Farmgate Milk Price which now sits at AGRIHGQ WMP PRICE
$4.65/kgMS. 6000
- . . e 5000 J— —_—— — e
The likelihood that Fonterra will revise up its milk price N
forecast for the current season is increasing but we are 4000 .
cautious as underlying demand for dairy products is still 3000 - hk
weak. 2000 “\‘—v—‘
1000
In the past few weeks there has been a lot of talk in the Jun Aug Oct Dec Feb Apr
—D014/15  =—=2013/14 2015/16

market about El Nino and the implications this will have

on NZ milk production.

Latest Changevs Change vs

Fonterra has held its milk production forecast at -2 to -3% 15/09/2015  previous  year ago
but others are forecasting a larger reduction in milk FCG 494+ 1% | -21%
output. FSF 495 t 2% | -21%
NIWA are absolutely sure that El Nino conditions will be  SML 237 | 1% | -27%
present from September to November, and forecast that LIC 370 | -24% | -38%
it is extremely likely (above 90% chance) El Nino ATM 072 4+ 1% 4+ 18%
conditions will persist into summer. PGW 040 | 1% | 5%

FCG=Farrerra Coonerative Group, FSF=Fantarra

It is not a certainty that even if El Nino conditions are  chareholders Fune, SML=Synlait Mi', LIC=Livestack

. . . nrovement Corparation, ATM=a2 Milk Company,
present that a dry summer will occur but the likelihood of 07 =0E" —oberrer A
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

743 Mossburn Lumsden Highway
Castlerock
SOUTHLAND

Market Valuation prepared for:
Roger Dickie New Zealand Limited
P O Box 43
WAVERLEY 4544

Attention: Ian Tretheway

As at 31 May 2015

LOGANSTONE

PROPERTY » INFRASTRUCTURE s VALUATION
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EXECUTIVE SUMMARY

Property Address: 743 Mossburn Lumsden Highway, Southland

Brief Description: An estate in fee simple 413.523 hectare part irrigated dairy
milking platform situated in the Castlerock district of Northern
Southland which has been converted some 16 years. Currently
milking approximately 930 cows and estimated to produce
350,000 kg milk solids for the 2014/15 season. From a dairying
perspective location is regarded as fair. Climate is suited for
seasonal supply dairy land use with irrigation. The land is of
flat to stronger rolling contour with a balance soils showing
good fertility levels. Overall layout is good being well
subdivided into 61 paddocks, reticulated water supply and well
raced. Housing includes four fair to good quality dwellings; a
further dwelling is warranted. The milking shed is a 50 bail
rotary which is of under capacity but manageable and found in
good condition. There are adequate supporting farm buildings.
Overall a mid quality dairy platform being well presented and
achieving improving production based on a low supplement
import system. We estimate average efficient production to be
360,000 kilograms of milk solids (965 kg ms / effective ha).

Instructing Party: Roger Dickie New Zealand Limited

Registered Proprietor: Murray Creek Limited

Purpose of Report: To assess the market value for financial reporting purposes.
Reliant Parties: Roger Dickie New Zealand Limited

Date of Inspection: 4 May 2015

Date of Valuation: 31 May 2015

Interest Valued: Freehold land and improvements, household and farm chattels,

milking shed and effluent plant and equipment, irrigation
equipment (excludes Fonterra shares and supplements on
hand)

Key Assumptions: The key assumptions are based on the transactions that have
occurred in Southland for dairy farming properties over recent
times. The valuation is based on a willing seller/willing buyer
concept with a marketing window of three to four months. We
refer you to our full valuation report attached to this executive
summary.

Factors influencing value: Location, climate, irrigation, productive ability, quality and
number of dwelling improvements, milking shed size and
capacity, soils and contour.
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Land Value Assessments:
Residential Improvements:
Productive Buildings:
Other Improvements:

Household & Farm
Chattels:

Milking & Effluent Plant and
Equipment:

Irrigation Plant:

Market Value:
Qualification to Valuation:

Valuer:

Reviewed by:

$7,570,000
$615,000
$755,000
$680,000
$30,000

$220,000

$430,000

$10,300,000

Resource Consent to irrigate. The existing consent expired in
December 2014. Our assessment is based on a further consent
on similar terms and conditions being issued and transferred
with the property which had not at the time of writing been
provided by Environment Southland.

Grant Barron, Registered Valuer

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

Jay Sorensen, Registered Valuer
B Appl Sc (Rural Val) Agr Bus, MPINZ, ANZIV
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PROGRESSIVE LIVESTOCK LTD

DAIRY & BEEF
LIVESTOCK AGENTS

14" 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 Murray
Creek 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 | Price Per Head -$ | Total Value of class - $
Hand
3-8 year old F & FX 762 $1850+ GST $1409700+ GST
incalf dairy cows
9 year old plus F & FX 68 $800 + GST $54400+ GST
incalf dairy cows
Herd BW 110
PW 124
80% RA
Livestock Class Verified Units on Price Per Head - $ | Total Value of class - $
Hand )
F & FX Incalf dairy heifers 170 $1415+ GST $240550+ GST
BW 7
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 - $
Hand
F & FX empty rising 1 205 $620+ GST $127100+ GST
year dairy heifers o
BW 146
PW 153
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Total $1,831,750
+GST $2,106,512.50

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 cow market this season has seen a significant drop from last year, however, the Murray Creek
herd has good figures and looks to be managed well in a challenging environment,

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

MURRAY CREEK DAIRY FARM
LIMITED

FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MAY 2015



Murray Creek Dairy Farm Limited

DIRECTORY

Nature of Business

| R D Number

Date of Incorporation
Company Number

Registered Office

Securities Registrar

Directors

Accountants

Solicitors

Auditors

Bankers

Dairy Farming in the South Island of New Zealand

97-010-595
7/06/2007
1952025

87 Weraroa Road
Waverley

Roger Dickie (N Z) Limited
SH3
Waverley

R R Dickie
S J Barr
J H Whitlock

Markhams Waverley Limited
Waverley

Kensington Swan
Wellington
Horsley Christie
Wanganui

Silks Audit Chartered Accountants
Wanganui

Bank of New Zealand
Wanganui
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Page 2

Murray Creek Dairy Farm Limited

DIRECTORS REPORT
FOR THE YEAR ENDED 31 MAY, 2015

The business of the company through its subsidiary Murray Creek Ltd is dairy farming.

THIS YEAR LAST YEAR
The operating surplus (deficit) of the company
for the year ended 31st May 2015 was (527,969) 587,681
Taxation charge for the year was 37,706 (181,185)
Retained Earnings at 1st June 2014 were 781,065 374,569
Retained Earnings at 31 May 2015 $ 290,802 $ 781,085

It is nol proposed to make any transfer to reserves.

The state of the company's affairs at 31st May 2015 was:-

Assets totalled $ 10,925,210 $ 12,176,061

and were financed by

Shareholders equity of 8,290,802 8,781,085

and liabilities of 2,634,408 3,394,996
$ 10,925,210 $ 12,176,061

The Board of Directors present their annual report, including the financial statements of the Company for
the year ended 31 May 2015.

Directors interests:

Directors holding office during the year were R R Dickie, S J Barr and J H Whitlock

There were no company shares acquired or disposed of by directors during the year

No entries were made into the company’s interest register during the year

Administration Services amounting to $8,981 were provided to the Group by Roger Dickie (N Z) Limited
in which Roger Dickie, a director, has a controlling interest. The services were provided on normal
commercial terms.

Share of gain on sale of Fonterra shares of $25,482 was paid to Roger Dickie Holdings Limited

in which Roger Dickie, a director, has a controlling interesl. The payment was made in accordance

with the Prospectus and Investment Statement dated 27 February 2008.

Accounting Services amounting to $6,830 were provided to the Group by Markhams Waverley Ltd

in which Jeff Whitlock, a director, is also a director. The services were provided on normal

commercial terms.

No directors fees were paid during the year, and no other remuneration was paid to directors during the year.

There were no donations made by the company during the year

No employees or former employees were paid in excess of $100,000 in the year

d on behalf of th¢ Board pf Directors

73'?/@/4 J

Director Direcigr/|

18 September 2015 18 mber 2015 N8 Au%
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Murray Creek Dairy Farm Limited Page 3
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 MAY, 2015
Notes GROUP 2015 PARENT 2015 GROUP 2014 PARENT 2014
$ $ $ $
Operating Revenue
Stock Proceeds 145,702 - B -
Less Stock Purchases (288,124) - (2,079,285) -
Change in Livestock Values (247,535) - 2,079,285 -
Gross Income from Livestock (389,957) - - -
Milk Proceeds 1,458,550 - 3,082,119 -
Dividends Received - - 24,430 -
Interest Received 49 - 8,451 -
Sundry Revenue 459 - 79 -
1,069,101 - 3,115,079 -
Operating Expenses
Rates & Insurance 36,187 - 34,341 -
Interest & Finance Charges 156,228 - 90,549 -
Animal Health 97,527 - 4,941 -
Audit Fees 10,445 - 9,995 -
Dairy Shed Expenses 72,849 - 869 -
Directors Fees 6,830 - 4,773 -
Feed Costs 67,171 E 71,326 -
Grazing Fees 282,308 - 207,723 -
Sharemilker Payments 263,713 - 1,583,507 &
Other Farm Working Expenses 177,690 - 80,903 -
Pasture Maintenance 171,569 - 154,496 -
Repairs & Maintenance 92,113 - 98,555 -
Depreciation 7 136,958 - 117,014 -
Share of Gain on Fonterra Shares paid to promoter 25,482 - - -
Revaluation of Fonterra Shares - - 59,406 -
1,687,070 - 2,527,398 -
Operating Surplus (Deficit) before Tax (527,969) - 587,681 -
Provision for Taxation 4 (37,706) - 181,185 -
Operating Surplus (Deficit) after Taxation (490,263) E 406,496 =
Other Comprehensive Income - - - -
Total Comprehensive Income (490,263) - 406,496 -
69(5 Ay O,)\
QA
These Statements should be read in conjunction with the notes to the financial statements %)’m AC(,(‘)\)‘{‘

19| Page



Murray Creek Dairy Farm Limited

STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 MAY, 2015

31 May 2015 - Group
Total Comprehensive Income for Year

Equity at Beginning of Year
Equity at End of Year

31 May 2015 - Parent
Total Comprehensive Income for Year

Equity at Beginning of Year
Equity at End of Year

31 May 2014 - Group
Total Comprehensive Income for Year

Equity at Beginning of Year
Equity at End of Year

31 May 2014 - Parent
Total Comprehensive Income for Year

Equity at Beginning of Year
Equity at End of Year

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

Page 4
SHARE RETAINED TOTAL
CAPITAL EARNINGS EQUITY

$ $ $
- (490,263) (490,263)
8,000,000 781,065 8,781,065
8,000,000 290,802 8,290,802
8,000,000 (291,261) 7,708,739
8,000,000 (291,261) 7,708,739
- 406,496 406,496
8,000,000 374,569 8,374,569
8,000,000 781,065 8,781,065
8,000,000 (291,261) 7,708,739
8,000,000 (291,261) 7,708,739

A{;oa

Y2

@

ATHD
-‘}“NTS

?:"'?n Ac,coo
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Murray Creek Dairy Farm Limited Page 5
STATEMENT OF FINANCIAL POSITION
AS AT 31 MAY, 2015

GROUP 2015 PARENT 2015 GROUP 2014 PARENT 2014

$ $ $ $

Current Assets
Taxation Refund Due 28,011 - - -
Cash and Cash Equivalents 6 - “ 485,447 -
Accounts Receivable 213,775 - 271,530 .
GST Refund Due 21,349 - 303,590 -
Fonterra Shares sold since balance date - - 239 442 -
Livestock on Hand 1,831,750 - 2,079,285 .
Feed on Hand 31,929 - - -
Loan to Subsidiary - 7,708,738 - 7,708,739
Total Current Assets 2,126,814 7,708,739 . 3,379,204 7,708,739
Non Current Assets
Shares - Sundry 4,574 - 4,390 -
Property, Plant & Equipment 7 8,793,822 - 8,792,377 -
Total Non-Current Assets 8,798,396 - 8,796,767 -
Total Assets 10,925,210 7,708,739 12,176,061 7,708,739
Current Liabilities
Bank Overdraft 6 78,977 - - -
Provision for Taxation + - - 104,070 -
Accounts Payable 180,129 - 1,729,918 -
Total Current Liabilities 259,106 - 1,833,988 -
Non-Current Liabilities
Deferred Tax 4 - - 37,706 -
Bank of New Zealand Term Loan 8 2,375,302 - 1,523,302 -
Total Non-Current Liabilities 2,375,302 - 1,561,008 =
Equity 8,290,802 7,708,739 8,781,065 7,708,739
Total Liabilities & Equity 10,925,210 7,708,739 12,176,061 7,708,739

Director
18 September 2015 ember 2015

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



Murray Creek Dairy Farm Limited Page 6
CASHFLOW STATEMENT
FOR THE YEAR ENDED 31 MAY, 2015
Notes GROUP 2015 PARENT 2015 GROUP 2014 PARENT 2014
$ $ $ $
CASH FLOWS FROM OPERATING ACTIVITIES
Cash was provided from:
Receipts from Customers 1,809,835 - 3,127,973 -
Tax Refunds - - -
GST Refunds 80,237 - -
Interest 49 - 8,451 -
1,890,121 - 3,136,424 -
Cash was applied to:
Operating Expenses (3,094,306) - (2,971,100)
Interest Paid (154,712) - (102,329) -
GST - - (137,783) -
Taxation Paid (142,583) - (82,375)
(3,391,601) - (3,293,587) -
Net cash inflow (outflow) from operating activities (1,501,480) - (157,163) -
10
CASH FLOWS FROM INVESTING ACTIVITIES
Cash was provided from:
Sale of Fixed Assels - - - -
Sale of Investments 239,442 - 2,256,152 -
239,442 - 2,256,152 -
Cash was applied to:
Purchase of Subsidiary - - - -
Loan to Subsidiary - - - -
Purchase of Fixed Assets (154,202) - (168,841) -
Purchase of Investments (184) - - -
(154,386) - (168,841) -
Net cash inflow (outflow) from investing activities 85,056 - 2,087,311 -
CASH FLOWS FROM FINANCING ACTIVITIES
Cash was provided from:
Term Loan 852,000 - - -
Cash was applied to:
Preliminary Expenses B -
Loan Repayment - - (1,711,698) -
Net cash inflow (outflow) from financing activities 852,000 - (1,711,698) -
Net increase (decrease) in cash held (564,424) - 218,450 -
Balance at beginning of year 485,447 - 266,997 -
Balance at end of year 31 May 2015 6 (78,977) - 485,447 -
A
M Yo,
These Statements should be read in conjunction with the notes to the financial statements ?4‘9.;, m—_c’-’d\
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Murray Creek Dairy Farm Limited Pags 7

STATEMENT OF ACCOUNTING POLICIES AND
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MAY, 2015

Summary of Significant Accounting Policies

Reporting Entity

Murray Creek Dairy Farm Lid Is a company registered under the Companies Act 1893.

The group consists of the Parent company Murray Creek Dairy Farm Ltd, which s an issuer, and its wholly owned subsidiary Murray Creek Lid.

Murray Creek Dairy Farm Ltd is an issuer as defined by the Financial Reporling Act 1993 and these financial statements
and these group financial statements have been prepared in accordance with this Acl,

Measurement Base

The accounting principh ised as appropriate for the ement and reporting of financial performance and financial
position on an historical cost basis are followed by the group, with the exception that certain assels as specified below have
been revalued.

These financial stalemenis have been prepared in jance wilh g Iy pled accounting practice in New Zealand and
comply with New Zealand equivalents to International Financial Reporting Standards, The fi Jal stat s also ply with
International Financial Reporting Standards. For this purpose the company has designated itself as profit-oriented.

The financial statements comprise the consolidated financial statements of the group and the separale financial stat its of
the parent company.

The information is presented in New Zealand dollars.
Specific Accounting Policies

The following specific accounting policies which ially affect the measurement of profit and the financial position have been
applied.

Basis of Consolidation

The consolidated financial shhrmnh include the panant company and its subsidiaries accounted for using the purchase method. All
significant inter are elimi 1 on consolidation. In the parent company's separate financial statements investments
in subsidiaries are alal.ad al cost less any impairment losses,

(b) Property, Plant and Equipment

The company has these classes of property, plant and equipment:

- Freshold Land;
- Frashold Buildings;
- Plant and equipment;
All property plant and equig L is initially ded al cosl.
When an item of property, plant and equipment is disposed of, any gain or loss is anised in the | and is

calculated as the difference between the sale price and the carrying value of the item,

and capital wor!: in progress, at depreuallon rates calculated to allocate the assets' cost over their estimated useful lives.

Depreciation is provided for on a Diminishing Value basis on all tangible property, plant and equij t other than freehold land

Major Depreciation Periods are:

- Land Development 25 years
- Freehold Buildings 50 years
- Plant and equipment 510 15 years
(¢} Impairment
Al each reporling dale, the carrying of langible and intangible assets are reviewed to determine whether there is any indication of impail i

any such indication exists for an assel, the recoverable amount of the assel is estimated in order lo delermine the extenl of the impairment Ions (if any).
Where lhe asset does not generale cashflows that are independent from other assels, the Company estimales the recoverable amount of the cash
generaling unil lo which the assel belongs.

A cash generating unit is defined as the smallest dentifiable group of assets thal generates cash inflows that are largely independent of the cash inflows
from other assets or groups of assets.

Recoverable amount Is the higher of fair value less cosls to sell and value in use. |n assessing value in use, the estimated future pre-tax cashflows are
digcounted to their present value using a pre-tax discount rale that reflects current markel assessments of the lime value of money and the risks specific
to the asset for which the estimates of future cashflows have not been adjusted.

If a revalued asset is delermined to be impaired, the impai it if firstly applied against the related component of the revaluation reserve, with any
remaining impairment loss expensed in the Income stalement. If the impairment loss is subsequently reversed, the reversal Is firstly applied to the
Income statement to the extent of previously expensed Impalrment losses relating to thal asset, wﬂ!’n any further increase laken Lo the revaluation reserve.
For assels which are not revalued, an impairment loss is exp di diately to the | t il An impai t loss is d only to the
exlent that the asset's carrying amount does nol exceed the carrying amount that would have been determined, net of depreciation, if no impairment loss
had been recognised.
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STATEMENT OF ACCOUNTING POLICIES AND
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MAY, 2015 (CONT.)

(d) Share Capital

Ordinary shares are classified as equity. Direct costs of issuing shares are shown as a deduction from the proceeds of the issue,
(e) Taxation

The income tax expense charged 1o the income statement includes both the current year's provision and the income tax effect of:
- Taxable lemporary differences, excepl those arising from Inilial recognition of goodwill and other assets thal are not
depreciated; and
- Deductible temporary differences to the extent that it is probable that they will be utilised.

Temporary differences arising from b tions, other than busi binations, affecting neither accounting profil nor taxable
profil are ignored

Tax effect accounting is applied on a comprehensive basis to all timing differences using the llabllity methad. A deferred tax
assel is only recognised to the extent that it is probable there will be fulure taxable profit to utilise the temporary differences.

() Financial Instruments

Financial i its are recognised in the balance sheet when the Company becomes parly lo a financial contract, They
Include cash bal , bank rafts, i pay i in and loans to others, and term borrowings.
(g) R bles and Payabl

Reueluahles and payables are initially recorded al fair value and subsequently carried al amortised cost using the effeclive
hod, Due all is made for impaired ivables (doubtful debis). The resulting amount for receivables is
not malerially different from estimated realisable value.

(h) Investments

Investments are recorded at market value with the luation income gnised through the St of Comprehensive
Income,

(i) Borrowings

Borrowings are initially recorded at fair value nel of transaction costs Incured, and subsequently at amortised cost using
the effective interest method.

All borrowing costs are recognised as an expense in (he period they are incurred.
(i) Revenue

Revenue on sales of goods is recognised when they are delivered and ready for use by the customer,
(k) Cashflows

For the purpose of the cash flow statement, cash includes cash on hand, deposits held at call with banks, and Investments
in money market instruments, net of bank overdrafts.

(1) Goods and Services Tax

These accounis have been prepared exclusive of Goods and Services Tax, except for payable and raceivable, which are GST inclusive
{m) Feed on Hand
Feed on Hand has been valued at cost price

(n) Biological Assets

Biological assels d for producing into agricultural produce or for transforming Into additional blological assels are measured at fair value, with
unrealised gains or lnasas reported in the statement of financlal perf as part of operaling . The livestock is valued at markel value
by an independent livestock agent at balance date.

Ch inA ing Polici

There has been no changes in nli licies. All policies have been applied on bases consistent with those used in previous years
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STATEMENT OF ACCOUNTING POLICIES AND
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MAY, 2015 (CONT.)
Issued Shares Group Paront Group Parent

2015 2016 2014 2014
Ordinary Shares lssued 8,150,000 8,150,000 8,150,000 8,150,000
Opening Pald Up Capital 8,000,000 8,000,000 8,000,000 8,000,000
Further Capital Paid Up = i e S|
Closing Paid Up Capital ainonlﬁun 8,000,000 8,000,000 8,000,000
All ordinary shares have been issued. There are 150,000 unpaid ordinary shares (2014: 150,000). All shares have equal voting rights and share equally
in dividends and surplus on fing up. The shares have no par value.
Retained Earnings Group Parent Group Parent

2015 2018 2014 2014
Balance as at 1 June 2014 781,065 (291,261) 374,560 (291,261)
Operaling surplus (deficit) atiribulable lo the shareholders of the (490,263) - 406,496 -
parent company.
Balance as at 31 May 2015 290,802 (291,261) 781,065 i291 i2&‘1 I
Taxation Group Paront Group Parent

2015 2015 2014 2014
Nel Profit(Loss) for the year (627,969) - 587,681 -
Prima facie income tax at 28% (147.831) - 164,551 -
Add (sut ) ion effect of p L diff
Non-Taxable Fonterra Share revaluation . - 16,635 -
Other Permanent Differences 7135 -
Non-recognised Timing Differences 102,880 -
Recognition of lax losses not previously recognised - - = =
Income Tax Expenses (37,708) 181,186 -
The i lax exp Is rep d by:
Current Tax - - 173,604 -
Deferred Tax (37.706) - 7491 -
Income Tax Expense (37.706) - 181,185 -
There are income tax losses and unrec gnised timing diff carried forward of $102,990 (2014: $NII) for set-off against fulure assessable
income subject to Inland Revenue Depariment Assessmenl.
Imputation Credit Account Group Parant Group Parent

2015 2015 2014 2014
Balance as at 1 June 2014 183,496 - 81,332
Tax Refunded - - -
Tax Pald 122,746 - 102,164
Balance as at 31 May 2016 306,242 - 183,490
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STATEMENT OF ACCOUNTING POLICIES AND

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MAY, 2015 (CONT )

Cash and Cash Equivalents Group Parent Group Parent
2015 2015 2014 2014

Bank of New Zealand Cheque Account (78,077) - 1,386

Bank of New Zealand Call Account - 421,414

ANZ New Zealand Securities Lid Call Account - - 62,637 2
Balance as at 31 May 2016 “EEE!E - 485,447

e —_—
The overdraft is secured by a first mortgage over the farm property and perfected security interest in all prasent and after acquired property,
including livestock, of Murray Creek Limiled
The limit is $300,000 and the interest rate at year end is 10.20%

Property, Plant & Equipment Development Plant &
Land Buildings Expenditure Equipment Total
1 June 2014:
Cost Price 6,369,493 1,529,455 742,37 983,287 9,624,606
Accumulzted Depreciation/impairment - (166,733) (189,817) (475,679) (832,229)
Net Book Value 6,369,493 1,362,722 552,554 507,608 8,792,377
Additions . 3,581 - 134,822 138,403
Disposals - - = . -
6,360,493 1,366,303 552,654 642,430 8,930,780
Depreclation - (16,508) (33,571) (87,879) (136,958)
Loss/{Galn) on Sale -
Net Book Value 7 P 516,063 BEAEET BI03EE
31 May 20156:
Cost Price 6,369,493 1,633,036 742,371 1,118,108 9,763,000
Accumulated Deprecialionfimpairment (182,241) {223,288) (563,558) (969,187)
Met Book Value 6,360,483 1,350,795 518,083 564,651 8,793,822
1 June 2013:
Cost Price 6,369,493 1,529,455 742,37 827,864 9,469,183
A lated Depr Ampal t - (151,238) (154,044) (408,933) (715,215)
Net Book Value 6,369,493 1,378,217 588,327 417,931 8,753,968
Additions - - - 156,423 155,423
Disposals - - - - -
6,369,493 1,378,217 688,327 573,364 8,800,301
Deprecialion - (15,485) (36,773) (85,746) (117,014)
Loss/(Gain) on Sale - - -
Net Book Value 6,369,493 1,362,722 552,554 507,608 8,792,377
31 May 2014:
Cosl Price 6,369,483 1,520,455 742,371 883,267 9,624,600
Accumulated Depreciation/impairment - (166,733) (188,817) (475,679) (832,228)
Net Book Value 6,369,403 1,362,722 552,654 507,608 8,792,377
The parenl company does nol own any properly, plant or equipment
Non Current Liabilities
BNZ Term Loan Group Parent Group Parant
2015 2015 2014 2014
B M Z Term Loan - Current . -
BN Z Term Loan - Term 2,375,302 - 1,523,302
2.375.300 : “1.523.302
Repayable as follows:
BNZ Loan
Less than 1 Year -
Between 1 - 2 Years 180,000
Between 2 - § Years - 1,343,302
Greater than § years 2,375,302 - -
2,375,302 - 1,523,302

a) The bank loans and overdraft are securad by a first morigage over the farm property and perfected
after acquired property, including livestock, of Murray Creek Limited.

ity interest in all present and

b) The Term Loan is redrawable, up 1o a limit of $3,500,000 and an interest rate at 31 May 2015 of 5.78%.

) The bank does not currently have any financial covenants In place.
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STATEMENT OF ACCOUNTING POLICIES AND

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MAY, 2015 (CONT.)

Financial Instruments
Cradit risk

To the extent that the Group enlities have a receivable from another party, there is a credil risk In the event of non-performance by thal counterparty.
Financial instruments which polentially subject Group entilies lo credit risk principally consist of bank balances, receivables, other assets,

The Issuing Group manages its exposure to credit risk

Maximum exposures to cradit risk al balance date are shown on the Statement of Financial Position as current and term assets. No collateral is held
on these amounts.

Concentrations of credit risk

Group accounts recelvable include $176,731 (2014: $251,783) receivable from Open Country Dairy Ltd. The group does not have any other
significant concentrations of credit risk.

Currency and Interest rate risk

There is currency risk to the extent thal income is dependant on the sale price achieved by Open Country Dairy Ltd who in lurn incurs currency risk,
Group entities have exposure to interest rate risk to the extent that thay borrow at floating interast rates.

Fair values

The carrying values of financial Instruments In the Statement of Financlal Posilion are considered to be fair values and include interest accruals thal
are included in current receivables and payables.

Liquidity Risks

Liguidity risk represents the Issuing Groups ability lo meet its financial obligations on time. For the most part the Company
generates sufficient cash flows from its operating activities to make timely pay ts. It does | intain committed credit
lines to cover any shortfalls, The Issuing Group has a lotal bank overdraft facility of $300,000. At balance data, this was drawn lo
$78,977 (2014: nil)

Liguidity Forecasts
Management supervises liquidity by monitoring short-term and long-term cash flows for up to 5 years.
Interest Rate Risk

The Issuing Group has exposure lo interest rale risk to the extent that it borrows on floating interest rates.

Reconclliation of Operating Surplus to Net Group Parent Group Parent
Operating Cash Inflow/(OQutflow) 2015 2016 2014 2014
Net Surplus/{Deficit) after tax for the year (490,263) - 406,496 -
Add (less) non cash llems:-
- Fonlerra Share Revaluation - - 59,406 -
- Depreciation 136,968 - 117,014 -
(353,305) - 582,916 -
Add (less) movement in other working capital lems:
Incrense (decrease) in accounts payable (1,523,489) - 1,540,734 =
(Increase) decrease in [ivestock an hand 247 538 - (2,079,285) -
(Increase) decrease in feed on hand (31,029) - - -
(Increase) decrease in accounls receivable 57,755 . 52,337 -
Increase (decrease) in GST payable 282,240 - (344 ,888) -
Ir (d ) in Tax payabl (180,287) - 81,021 -
Net cash inflow (outflow) from operating aclivities (1,501,480) - (1 5?,183_}' -

Contingent Liabilities & Contingent Assets

The company has a deferred lax assel arising from lax losses and fertiliser deferrals amounting to $102,990 (2014: $Nil) which has not been
recognised dua to uncertainty of any ullimate claim,

At 31 May 2015 the Company has no other significant conlingent assels or contingent llabilities, (2014: $NIl)
Capital Commitments & Non-Cancellable Operating Leases
A 50% deposit amounting to $3,581 for house insulation was pald at balance date. The remalning $3,581 Is due on job completion

At 31 May 2015 there ware no olher capilal o itments and no non llable operating leases. (2014: $Nil)
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STATEMENT OF ACCOUNTING POLICIES AND

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MAY, 2015 (CONT.)

Related Party Transactions

The idiary paid administrati I'aesnfSZﬁMd (2014 SB BB1)loHnger Dickie (NZ) Ltd, in whichﬁoger Dtckla.a
director, has a conlrolling | This is to S J Barr, a director, who p ly i
the company direclly (2014: $4,773). The amount owing al balance da!s was $2,427 (2014; $708)

Act ing Services ing to $6,830 (2014: $7.285) were provided to the Group by Markhams Waverley Ltd in which Jeff
Whitlock, a di , is also a director. The owing at balance dale was $144 (2014: $144)

The company paid Roger Dickie Holdings Limited, in which Roger Dickie, has a confrolling interest $25,482 (2014: nil) being its
share of the gain on sale of Fonterra shares as set oul in the Prospectus & Investment Stalement daled 27 February 2008,

The subsidiary f has an ad from the parent of $7,708,739 (2014: $7,708,730). No interest has been charged on this advance

No related party debts have bean written off or forgiven during the year.

Events After Balance Date

The company has been effectad by the g | d 1in the dalry industry. The budget for the 2015/16 season shows a cash
break-even position. Should the industry downturn in the ing months, the company has bank facilities in place to
meet working capital requi

Investment in Subsidiary

2018 2014 Business
Murray Creek Limited 100% 100% Dalry Farming
The Company owns 100 ordinary shares in Murray Creek Limiled
Investment in Fonterra Co-operative Group Limited
2015 2015 2014 2014
No. $ No. $
Shares held al 1 June 2014 39,907 239,442 350,000 2,565,000
1:40 Bonus Issue - - 8,750 .
Shares Sold (39,807) (239,442) (318,843) (2,256,152)
Revaluation of Shares . - - (59,408)
Shares held at 31 May 2015 - - 39,007 239,442
Classifled as:
Current Assel - - 39,907 230,442
Non Current Asset - - - -
- - 30,907 239i4l|2
Stock on Hand Group Parent Group Parent
No. 2015 2015 No. 2014 2014
R1 Heifers 205 127,100 - - - -
R2 Heifers and Mixed Age Cows 1000 1,704,650 - gay 2,079,285 -
1,205 1,831,750 - ~ 087 2,079,285 e
B e —_—
Stock is slated at markel value as at 31 May 2015 based on a valuation by Prograssive Livestock Southland Ltd, Timaru, dated 20 May 2015.
Progressive Liveslock Southland Ltd are indep pecialist dairy livestock agents.
Recaonciliation of Numbers: No. $ No. H
Opening Stock 987 2,079,285 0 0
Purchases 103 288,124 987 2,079,285
Sales ~737 145,702 0 0
Increase/decrease In values of cattle -389,957 0
Natural Increase 792 i} 0 0
Deaths & Missing -30 0 0 0
Closing Stock 1205 1£31!750 987 ZIOTQ.ZBG
Change in Company Operations
The company purchased a dairy herd al the end of the 2013/14 year, and as from the beginning of the 2014/15 year, appointed a Variable Order Share
Milker, in place of the 50/50 Sharemilker. Under he Variable Order Share Milking ag 1L, the st ilker is paid on the basis of a standard fixed
expenses allowance, plus 6% of the milk proceeds. This means that the payment to the sharemilker in the 2014/15 season Is substantially less than
in the previous seasons, but the company Is responsible for extra expenses thal previously had been paid by the 50/50 sharemilker. This means
that the direct comparison of many of the expenses items in the Stat 1t of Comprehensive | Is not comparing lke with like.
Significant Judgements & Uncertainties
The preparation of financial statements of ity involves jud, it and estimation. The only significant estimation required for the year s the Vma!lm
of livestock. There is a ready markel for dairy ldvsalnd( in lhe arsn and the livestock Is counted and valued annually by an Independent expert, P
Livestock Limited
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To the Shareholders of Murray Creek Dairy Farm Limited

Report on the Financial Statements

We have audited the financial statements of Murray Creek Dairy Farm Limited and group on pages 3 to 12 which comprise the
consolidated and separate statement of financial position as at 31 May 2015 and the consolidated and separate statement of
financial performance, statement of movements in equity and cash flow statements for the year then ended, and a summary of
significant accounting policies and other explanatory information,

Director’s Responsibility for the Financial Statements

The Directors are responsible for the preparation and fair presentation of these financial statements in accordance with New Zealand
equivalents to International Financlal Reporting Standards and for such internal control as the directors determine is necessary to
enable the preparation of financlal statements that are free from material misstatement, whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit, We conducted our audit in accordance
with International Standards on Auditing (New Zealand). Those standards require that we comply with ethical requirements and plan
and perform the audil to obtain reasonable assurance about whether the financial statements are free from materlal misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The
procedures selected depend on the auditor's judgement, including the assessment of the risks of material misstatement of the
financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant
to the entily's preparation and fair presentation of the financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity's internal contrel. An auditalso
includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates, as well as
evaluating the overall presentation of the financial statements,

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
Other than in our capacity as auditor we have no relationship with, or interests in, the Company or any of ils subsidiaries.

Opinion
In our opinion the financial statements give a true and fair view of the financial position of Murray Creek Dairy Farm Limited as at 31
May 2015, and its financial performance and its cash flows for the year then ended in accordance with New Zealand Equivalents to
International Financial Reporting Standards.

Report on Other Legal and Regulatory Requirements
We also report in accordance with sections 16 (1)(d) and 16(1){e) of the Financial Reporting Act 1993. In relation to our audit of the
financial statements for the year ended 31 May 2015:

(I We have obtained all the information and explanations we have required; and
(i) In our opinion, proper accounting records have been kept by the company as far as appears from our examination of those
records.

Restriction on Distribution or Use

This report is made solely to the company’s shareholders, as a body, in accordance with section 207B(1) of the Companies Act 1993.
Our audit has been undertaken so that we might state to the company's shareholders those matters we are required to state to them
in an auditor's report and for no other purpose. To the fullest extent permilted by law, we do nol accept or assume responsibility to
anyone other than the company's shareholders as a body, for our audit work, for this repori, or for the opinions we have formed.

Al S

Sillks Audit
Chartered Accountants
Wanganui, New Zealand
Date: 18 September 2015
A
Principals: Cameron Town, Talia Anderson-Town. Consultant: David Fraser

Whanganui Taranaki Manawatu Central Plateau Auckland
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