MURRAY CREEK DAIRY FARM
LIMITED

FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 MAY 2016



Page 1

Murray Creek Dairy Farm Limited

DIRECTORY

Nature of Business
IR 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



Page 2

Murray Creek Dairy Farm Limited

DIRECTORS REPORT
FOR THE YEAR ENDED 31 MAY, 2016

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 2016 was (429,544) (527,969)
Taxation charge for the year was - 37,706
Retained Earnings at 1st June 2015 were 290,802 781,065
Retained Earnings at 31 May 2016 (138,742) $ 290,802

It is not proposed to make any transfer to reserves.
The state of the company's affairs at 31st May 2016 was:-

Assets totalled $ 10,703,078 $ 10,925,210

and were financed by

Shareholders equity of 7,861,258 8,290,802
and liabilities of 2,841,820 2,634,408
$ 10,703,078 $ 10,925,210

The Board of Directors present their annual report, including the financial statements of the Company for the
year ended 31 May 2016.

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 $93,192 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. Reimbursements were also made for $2,287 of Farm Advisory, General Expenses
Meeting Costs and Subscriptions.

Accounting Services amounting to $8,990 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.

Directors fees of $4,140 and expenses of $900 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

For and on behalf

7

Director Y/ (recfor
17 October 20?6 17 October 2016

the B ard of Directors ’
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Murray Creek Dairy Farm Limited

STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 MAY, 2016

Notes

Operating Revenue
Stock Proceeds
Less Stock Purchases
Change in Livestock Values
Gross Income from Livestock
Milk Proceeds
Dividends Received
Interest Received
Sundry Revenue

Operating Expenses

Rates & Insurance

Interest & Finance Charges

Animal Health

Audit Fees

Dairy Shed Expenses

Directors Fees

Feed Costs

Grazing Fees

Sharemilker Payments

Other Farm Working Expenses

Pasture Maintenance

Repairs & Maintenance

Depreciation 7
Share of Gain on Fonterra Shares paid to promoter

Operating Surplus (Deficit) before Tax
Provision for Taxation 4
Operating Surplus (Deficit) after Taxation
Other Comprehensive Income

Total Comprehensive Income
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GROUP 2016 PARENT 2016 GROUP 2015 PARENT 2015

$ $ $ $
137,748 - 145,702 -
- - (288,124) -
{179,880) - (247,535) -
(42,132) - (389,957) -

1,481,917 - 1,592,846

163 - - -
s - 49 -
3,709 - 459 -
1,443,657 - 1,203,397 -
33,924 - 36,187 -
128,271 - 156,228 -
106,892 - 100,843 -
7,834 - 10,445 -
8,396 - 72,849 -
4,140 - 6,830 -
149,155 - 67,171 -
427,099 - 282,308 -
395,075 - 398,009 -
214,216 - 174,374 -
191,092 - 171,569 -
74,462 - 92,113 -
132,645 - 136,958 -
- - 25,482 -
1,873,201 - 1,731,366 -
(429,544) - (527,969) -
- (37,706) -
(429,544) - (490,263) -
(429,544) - (490,263) -

These Statements should be read in conjunction with the notes to the financial statements
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Murray Creek Dairy Farm Limited

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 MAY, 2016

31 May 2016 - Group
Total Comprehensive Income for Year

Equity at Beginning of Year
Equity at End of Year

31 May 2016 - Parent
Total Comprehensive Income for Year

Equity at Beginning of Year
Equity at End of Year

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
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SHARE RETAINED TOTAL
CAPITAL EARNINGS EQUITY

$ $ $
- (429,544) (429,544)
8,000,000 290,802 8,290,802
8,000,000 (138,742) 7,861,258
8,000,000 (291,261) 7,708,739
8,000,000 (291,261) 7,708,739
- (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

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



Murray Creek Dairy Farm Limited

STATEMENT OF FINANCIAL POSITION

AS AT 31 MAY, 2016

Current Assets

Taxation Refund Due

Cash and Cash Equivalents
Accounts Receivable

GST Refund Due

Livestock on Hand

Feed on Hand

Loan to Subsidiary

Total Current Assets

Non Current Assets
Shares - Sundry

Property, Plant & Equipment
Total Non-Current Assets
Total Assets

Current Liabilities

Bank Overdraft

GST Payable

Accounts Payable

Total Current Liabilities

Non-Current Liabilities
Deferred Tax

Bank of New Zealand Term Loan
Total Non-Current Liabilities

Equity
Total Liabilities & Equity

For and on behalf oﬂfi he
Director
17 October 201

ard
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GROUP 2016 PARENT 2016  GROUP 2015 PARENT 2015

$ $ $ $
11 - 28,011 -
6 86,276 - - -
161,805 - 213,775 =
= - 21,349 &
1,661,870 - 1,831,750 4
20,062 - 31,929 -
- 7,708,739 - 7,708,739
1,920,024 7,708,739 2,126,814 7,708,739
6,632 - 4,574 -
7 8,776,422 - 8,793,822 -
8,783,054 - 8,798,396 -
10,703,078 7,708,739 10,925,210 7,708,739
6 - - 78,977 -

14,254

197,764 - 180,129 -
212,018 - 259,106 -
4 - B - -
8 2,629,802 - 2,375,302 -
2,629,802 - 2,375,302 -
7,861,258 7,708,739 8,290,802 7,708,739
708,739 10,925,210 7,708,739

10,703,078 7,

17 Ocfober 2016

These Statements should be read in conjunction with the notes to the financial statements
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Murray Creek Dairy Farm Limited

CASHFLOW STATEMENT
FOR THE YEAR ENDED 31 MAY, 2016

Notes

CASH FLOWS FROM OPERATING ACTIVITIES
Cash was provided from:

Receipts from Customers

Tax Refunds

GST Refunds

Interest & Dividends

Cash was applied to:
Operating Expenses
Interest Paid

GST

Taxation Paid

Net cash inflow (outflow) from operating activities
10

CASH FLOWS FROM INVESTING ACTIVITIES
Cash was provided from:

Sale of Fixed Assets

Sale of Investments

Cash was applied to:
Purchase of Subsidiary
Loan to Subsidiary

Purchase of Fixed Assets
Purchase of Investments

Net cash inflow {outflow) from investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Cash was provided from:

Term Loan

Cash was applied to:

Preliminary Expenses

Loan Repayment

Net cash inflow (outflow) from financing activities

Net increase (decrease) in cash held
Balance at beginning of year

Balance at end of year 31 May 2016 6

3
These Statements should be read in conjunction with the notes to the financial statements %%Accf
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GROUP 2016 PARENT 2016 GROUP 2015  PARENT 2015
$ $ $ $
1,676,156 - 1,944,131 -
28,011 - ; ,
36,748 - 80,237
163 - 49 -
1,741,078 - 2,024,417 -
(1,576,735) - (3,228,602)
(126,990) - (154,712) -
(9,297) - (142,583)
(1,713,022) - (3,525,897) -
28,056 - (1,501,480) -
- - 239,442 s
- - 239,442 -
(115,245) - (154,202) -
(2,058) - (184) -
(117,303) - (154,3886) -
(117,303) - 85,056 -
630,000 - 852,000 -
(375,500) - - -
254,500 - 852,000 -
165,253 - (564,424) N
(78,977) - 485,447 .
86,276 - (78,977) -
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Murray Creek Dairy Farm Limited Page 7

STATEMENT OF ACCOUNTING POLICIES AND

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MAY, 2016

Summary of Significant Accounting Policies

Reporting Entity

Murray Creek Dairy Farm Ltd is a company registered under the Companies Act 1993.

The group consists of the Parent company Murray Creek Dairy Farm Ltd, which is an issuer, and its wholly owned subsidiary Murray Creek Lid.
Murray Creek Dalry Farm Ltd is an issuer as defined by the Financial Reporting Act 1993 and these financial statements

and these group financial statements have been prepared in accordance with this Act.

The Board authorise the release of these financial statements on 17 October 2016.

Measurement Base

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

These financial statements have been prepared in accordance with generally accepted accounting practice in New Zealand and
comply with New Zealand equivalents to International Financlal Reporting Standards. The financial statements also comply with
Intemational Financial Reporting Standards. For this purpose the company has designated itself as profit-criented.

The financial statements comprise the consolidated financlal statements of the group and the separate financial statements of
the parent company.

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

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

Basis of Consolidation

The consolidated financial statements include the parent company and its subsidiaries accounted for using the purchase method. All
significant inter-company transactions are eliminated on consolidation. In the parent company's separate financial statements investments
in subsidiaries are stated at cost less any impairment losses.

{b) Property, Plant and Equipment

The company has these classes of property, plant and equipment:
- Freehold Land;
- Freehold Buildings;
- Plant and equipment;

All property plant and equipment is Initially recorded at cost.

When an item of property, plant and equipment is disposed of, any gain or loss is recognised In the income statement and is
calculated as the difference between the sale price and the carrying value of the item.

Depreciation is provided for on a Straight Line basis for buildings, and on a Diminishing Value basls on all other tangible property, plant and equipment
other than freehold land and capital work in progress, at depreciation rates calculated to allocate the assets' cost over their estimated useful lives.

Major Depreciation Periods are:

- Land Development 26 years

- Freehold Buildings 50 years

- Plant and equipment 510 15 years
(c) Impairment

At each reporting date, the carrying amount of tangible and intangible assets are reviewed to determine whether there is any indicatfon of impairment. If
any such indication exists for an asset, the recoverable amount of the asset is estimated in order to determine the extent of the impairment loss (if any).
Where the asset does not generate cashfiows that are independent from other assets, the Company estimates the recoverable amount of the cash
generating unit to which the asset belongs.

A cash generating unit is defined as the smallest identifiable group of assets that 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 costs to sell and value in use. In assessing value in use, the estimated future pre-tax cashflows are
discounted to their present value using a pre-tax discount rate that reflects current market assessments of the time 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 determined to be impaired, the impairment if firstly applied against the related component of the revaluation reserve, with any
remaining impairment loss expensed in the income statement. If the impairment loss is subsequently reversed, the reversal is firstly applied to the
income statement to the extent of previously expensed impairment losses relating to that asset, with any further increase taken to the revaluation reserve.
For assets which are not revalued, an Impairment loss is expensed immediately to the income statement. An impairment loss is reversed only to the
extent that the asset's carrying amount does not exceed the carrying amount that would have been determined, net of depreciation, if no Impairment loss
had been recognised.
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Murray Creek Dairy Farm Limited Page 8

STATEMENT OF ACCOUNTING POLICIES AND
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MAY, 2016 (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 to the income statement includes both the current year’s provision and the income tax effect of:
- Taxable temporary differences, except those arising from initial recognition of goodwill and other assets that are not

depreciated; and
- Deductible temporary differences to the extent that it is probable that they will be utilised.

Temporary differences arising from transactions, other than business combinations, affecting neither accounting profit nor taxable
profit are ignored

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

(f) Financlal Instruments

Financial instruments are recognised in the balance sheet when the Company becomes party to a financial contract. They
include cash balances, bank overdrafts, receivables, payables, investments in and loans to others, and term borrowings.

(9) Receivables and Payables

Receivables and payables are initially recorded at fair value and subsequently carried at amortised cost using the effective
Interest method. Due allowance is made for impaired recelvables (doubtful debts). The resulting amount for receivables is
not materially different from estimated realisable value.

(h) Investments

Investments are recorded at market value with the revaluation income recognised through the Statement of Comprehensive
Income.

(i) Borrowings

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

All borrowing costs are recognised as an expense in the period they are incurred.
() 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.

{I) Goods and Services Tax
These accounts have been prepared exclusive of Goods and Services Tax, except for accounts payable and accounts receivable, which are GST inclusive
(m) Feed on Hand
Feed on Hand has been valued at cost price
{n) Biological Assets

Biological assets managed for producing into agricultural produce or for transforming into additional biological assets are measured at falr value, with
unrealised gains or losses reported in the statement of financial performance as part of operating revenue. The livestock is valued at market value
by an independent livestock agent at balance date.

Changes in Accounting Policies

There has been no changes in accounting policies. Al policies have been applied on bases consistent with those used In previous years

Ay,
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Murray Creek Dairy Farm Limited

STATEMENT OF ACCOUNTING POLICIES AND
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MAY, 2016 (CONT.)

Issued Shares Group Parent
2016 2016
Ordinary Shares Issued 8,150,000 8,150,000
Opening Paid Up Capital 8,000,000 8,000,000
Further Capital Paid Up - -
Closing Paid Up Capital 8,000,000 8,000,000

Page 9
Group Parent
2015 2015
8,150,000 8,150,000
8,000,000 8,000,000
8,000,006 8,000,00(;

Al ordinary shares have been issued. There are 150,000 unpaid ordinary shares {2015: 150,000). All shares have equal voting rights and share equally

in dividends and surplus on winding up. The shares have no par value.

Group Parent
2015 2015
781,065 (291,261)

(490,263) -

290,802 (291,261 )

Group Parent
2015 2015

(527,969) -

Retained Earmings Group Parent
2016 2016

Balance as at 1 June 2015 290,802 (291,261)

Operating surplus (deficit) attributable to the shareholders of the (429,544) -

parent company.

Balance as at 31 May 2016 (138,742) (291,261)

Taxation Group Parent
2016 2016

Net Profit/(Loss) for the year (429,544)

Prima facie income tax at 28% (120,272) -

Add (subtract) taxation effect of permanent differences

Non-Taxable Fonterra Share revaluation - -
Other Permanent Differences -

Non-recognised Timing Differences 120,272

Recognition of tax losses not previously recognised - -

{147,831)

7,135
102,990

Income Tax Expenses - -

(37,706; -

The income tax expense is represented by:
Current Tax ] -
Deferred Tax - -

(37,706; -

Income Tax Expense = z

(37,706) -

There are income tax losses and unrecognised timing differences camied forward of $797,305 (2015: $437,630) for set-off against future assessable

income subject to Inland Revenue Department Assessment.

Imputation Credit Account Group Parent
2016 2016
Balance as at 1 June 2015 306,242 -
Tax Refunded (28,011) -
Tax Paid 9,361 -
Balance as at 31 May 2016 287,592 -

Group Parent
2015 2015
183,496
122,746 -
306,242 -
WS AY,
P I

g



Murray Creek Dairy Farm Limited
STATEMENT OF ACCOUNTING POLICIES AND

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 MAY, 2016 (CONT.)

Cash and Cash Equivalents

Bank of New Zealand Cheque Account
Balance as at 31 May 2016

The overdraft is secured by a first mortgage over the farm property and perfected security interest in all present and after acquired property,

including livestock, of Murray Creek Limited
The limit is $300,000 and the interest rate at year end is 7.45%pa.

Property, Plant & Equipment

1 June 2015:
Cost Price
Accumulated Depreciation/Impairment
Net Book Value

Additions
Disposals

Depreciation
Loss/(Gain) on Sale
Net Book Value

31 May 2016:
Cost Price
Accumulated Depreciation/Impairment
Net Book Value

1 June 2014:
Cost Price
Accumulated Depreciation/impairment
Net Book Value

Additions
Disposals

Depreciation
Loss/{(Gain) on Sale
Net Book Value

31 May 2015:
Cost Price
Accumulated Depreciation/Impairment
Net Book Value

The parent company does not own any property, plant or equipment

Non Current Liabilities
BNZ Term Loan

B N Z Term Loan - Current
B N Z Term Loan - Term

Repayable as follows:

BNZ Loan

Less than 1 Year
Between 1 -2 Years
Between 2 - 5 Years
Greater than 5 years

Page 10
Group Parent Group Parent
2016 2016 2015 2015
86,276 - 578.977)
86,276 - 78,977) -
Development Plant &
Land Buildings Expenditure Equipment Total
6,369,493 1,633,036 742,371 1,118,109 9,763,008
- (182,241) (223,388) (563,558) (969,187)
6,369,493 1,350,795 518,983 554,551 8,793,822
- - 40,745 74,500 115,245
6,369,493 1,350,795 559,728 629,051 8,909,067
- (15,656) (31,917) (85,072) (132,645)
6,369,493 1,335,139 527,811 543,979 8,776,422
6,369,493 1,633,036 783,116 1,192,609 9,878,254
(197,897) (255,305) (648,630) (1,101,832)
6,369,493 1,335,139 527,811 543,979 8,776,422
6,369,493 1,529,455 742,371 983,287 9,624,606
- (166,733) (189,817) (475,679) (832,229)
6,369,493 1,362,722 552,554 507,608 8,792,377
- 3,581 - 134,822 138,403
6,369,493 1,366,303 562,654 642,430 8,930,780
- (15,508) (33,571) (87.879) (136,958)
6,369,493 1,350,795 518,983 554,551 8,793,822
L — ] ———me———— —————
6,369,493 1,633,036 742,371 1,118,109 9,763,009
- (182,241) (223,388) (663,558) (969,187)
6,369,493 1,350,795 518,983 554,551 8,793,822
Group Parent Group Parent
2016 2016 2015 2015
2,629,802 - 2,375,302 -
2,629,802 - 2,375,302 -
570,667 - - -
2,059,135 - 2,375,302 -
2,629,802 - 2,375,302 -
———m—— —_——==

a) The bank loans and overdraft are secured by a first mortgage over the farm property and perfected security interest In all present and

after acquired property, Including livestock, of Murray Creek Limited.

b) The Term Loan is redrawable, up to a limit of $3,474,500 and an interest rate at 31 May 2016 of 3.76%pa.

c) The bank does not currently have any financial covenants in place.
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Murray Creek Dairy Farm Limited Page 11

STATEMENT OF ACCOUNTING POLICIES AND

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MAY, 2016 (CONT.)

Financlal Instruments
Credit risk

To the extent that the Group entities have a receivable from another party, there is a credit risk in the event of non-performance by that counterparty.
Financlal instruments which potentially subject Group entities to credit risk principally consist of bank balances, receivables, other assets.

The Issuing Group manages its exposure to credit risk

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

Concentratlons of cradit risk

Group accounts receivable include $154,755 (2015: $176,731) 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 that income Is dependant on the sale price achieved by Open Country Dairy Ltd who in tum incurs currency risk.
Group entities have exposure to interest rate risk to the extent that they borrow at floating interest rates.

Fair values

The carrying values of financial instruments in the Statement of Financial Position are considered to be fair values and include Interest accruals that
are included in current receivables and payables.

Liquidity Risks

Liquidity risk represents the Issuing Groups ability to meet its financial obligations on time. For the most part the Company
generates sufficient cash flows from its operating activities to make timely payments. It does however maintain committed credit
lines to cover any shortfalis. The Issuing Group has a total bank overdraft facility of $300,000. At balance date, this was drawn to
$nil (2015: $78,977)

Liquidity Forecasts

Management supervises liquidity by monitering short-term and long-term cash flows for up to 5 years.

Interest Rate Risk

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

Reconciliation of Operating Surplus to Net Group Parent Group Parent
Operating Cash Inflow/{Outflow) 2016 2016 2015 2015
Net Surplus/(Deficit) after tax for the year (429,544) - (490,263) =

Add (less) non cash items:-
- Fonterra Share Revaluation

- Depreciation 132,645 - 136,958 =
(296,899) - (353,305) -
Add (less) movement in other working capital items:
Increase (decrease) In accounts payable 17,635 - (1,523,489) -
(Increase) decrease in livestock on hand 179,880 - 247,535 -
(Increase) decrease in feed on hand 11,867 - (31,929) -
(Increase) decrease in accounts receivable 51,970 - 57,755 -
Increase (decrease) in GST payable 35,603 - 282,240 -
Increase (decrease) in Tax payable 28,000 - (180,287) -
Net cash inflow (outflow) from operating activities 28,056 # 51 ,501 ,480! -

Contingent Liabilities & Contingent Assets

The company has a deferred tax asset arising from tax losses and fertiliser deferrals amounting to $223,245 (2015: $102,990) which has not been
recognised due to uncertainty of any ultimate claim.

At 31 May 2016 the Company has no other significant contingent assets or contingent liabilities. (2015: $Nil)
Capital Commitments & Non-Cancellable Operating Leases

At 31 May 2016 there were no capital commitments and no non-cancellable operating leases. (2015: $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, 2016 (CONT,)

Related Party Transactions
The subsidiary paid administration fees of $93,192 (2015: $25,414) to Roger Dickie (NZ) Ltd, in which Roger Dickie, a
director, has a controlling interest. The comparative amount reimbursement payments to S J Barr, a director.

In addition, $2,287 of reimbursements were made for Farm Advisory, General Expenses, Meeting Costs and Subscriptions.
The amount owing at balance date was $65,057 (2015; $2,427)

Accounting Services amounting to $6,990 (2015: $6,830) were provided to the Group by Markhams Waverley Ltd in which Jeff
Whitlock, a director, is also a director. The amount owing at balance date was $144 (2014: $144)

The subsidiary pald Steve Barr directors fees of $4,140 and expense reimbursements of $900. In the previous year this was part of the
administration fee in Note 13a above.

The subsidiary company has an advance from the parent of $7,708,739 (2014: $7,708,739). No interest has been charged on this advance
No related party debts have been written off or forgiven during the year.

Events After Balance Date

The company has been effected by the general downturn in the dalry industry. The budget for the 2016/17 season shows a modest

cash surplus position. Should the industry downturn worsen in the coming months, the company has bank facillties in place to
meet working capital requirements. No other significant events have occurred since balance date.

Investment in Subsidiary

2016 2015 Business
Murray Creek Limited 100% 100% Dairy Farming
The Company owns 100 ordinary shares in Murray Creek Limited
Investment in Fonterra Co-operative Group Limited
2016 2016 2015 2015
No. $ No. $
Shares held at 1 June 2015 - - 39,907 239,442
1:40 Bonus Issue - - - -
Shares Sold - - (39,907) (239,442)
Revaluation of Shares 2 - z
Shares held at 31 May 2016 - - - -
Classified as:
Current Asset - - -
Non Current Asset - = - -
Stock on Hand Group Parent Group Parent
No. 2016 2016 No. 2015 2015
R1 Heifers 196 139,160 - 205 127,100 -
R2 Heifers and Mixed Age Cows 992 1,512,710 - 1000 1,704,650 -
1,188 1,651,870 - 1,205 1,831,750 -
] L — 3

Stock is stated at market value as at 31 May 2016 based on a valuation by Progressive Livestock Southland Ltd, Timaru, dated 31 May 2016.
Progressive Livestock Southland Ltd are independent specialist dairy livestock agents.

Reconciliation of Numbers: No. $ No. $
Opening Stock 1205 1,831,750 987 2,079,285
Purchases 0 0 193 288,124
Sales 812 -137,748 =737  -145,702
Increase/decrease in values of cattle -42,132 -389,957
Natural increase 857 0 792 0
Deaths & Missing 62 0 -30 0
Closing Stock 1188 1,651,870 1205 1,831,750

Significant Judgements & Uncertainties

The preparation of financial statements of necessity involves judgement and estimation. The only significant estimation required for the year is the valuation
of livestock. There is a ready market for diary livestock in the area, and the livestock is counted and valued annually by an independent expert, Progressive
Livestock Limited
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INDEPENDENT AUDITORS REPORT
To the Shareholders of Murray Creek Dairy Farm Limited

Report on the Financial Statements

We have audited the financial statements of Murray Creeks Dairy Farm Limited and group on pages 3 to 12 which comprise the
consolidated and separate statement of financial position as at 31 May 2016 and the consolidated and separate statement of
comprehensive income, statement of changes 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 Financial Reporting Standards and for such intemnal control as the directors determine is necessary to
enable the preparation of financial 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 audit to obtain reasonable assurance about whether the financial statements are free from material misstatement

the circumstances, but not for the purpose of expressing an opinion on the effectivensss of the entity’s internal control. 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 its subsidiaries.

Opinion

In our opinion the financial statements give a true and fair view of the financial position of Murray Creeks Dairy Farm Limited as at 31
May 2016, and its financial performance and its cash flows for the year then ended in accordance with New Zealand Equivalents to
International Financlal 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 2016:

(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 permitted by law, we do not accept or assume responsibility to
anyone other than the company’s shareholders as a body, for our audit work, for this report, or for the opinions we have formed.
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Silks Audit
Chartered Accountants
Wanganui, New Zealand

Date: 17 October 2016
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