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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.

I 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 a 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

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.

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.

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 AI 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.

Jason standing in the winter feed crop. Note the Heifers
in the background!
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SUMMARY
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.
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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 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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2014/2015 FINANCIAL STATEMENTS
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