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Kakahu Irrigation Limited

Annual Report

For the Year Ended 30 June 2014

The board of directors submit their annual report including the financial statements for Kakahu Irrigation Limited for the year ended 30
June 2014, and the auditors report.

The shareholders of Kakahu Irrigation Limited have exercised their right under section 211(3) of the Companies Act 1993 and
unanimously agreed that this annual report need not comply with any of paragraphs (a) and (e} - (j) of section 211(1).

Results and Distributions

The net loss for the financial year ending 30th June 2014 was $335,908 (2013 year loss: $469,905).
There were no dividends paid during the year.

Review of Operations
Background

Kakahu Irrigation Ltd was initially formed in 2001 to promote, build and operate an irrigation scheme covering up to 4,000 hectares in
the Geraldine area using water sourced from the Opuha Dam scheme. Final approval was gained for a 3,208 hectare scheme through
the support of over 30 local farmers.

Construction began on October 2003 the gravity-fed race system. A number of events occurred that meant the scheme was delayed in
meeting its targeted start date. in 2008 and 2009, a piped supply system for the Main Race One component of the scheme had been

constructed and installed by Bosch Irrigation Ltd. The scheme has been fully operational for four years.

The board, on behalf of the Shareholders, has entered into an unconditional contract to sell the assets and liabilities to Opuha Water
Limited as at 1st July 2014.

Once the sale transaction is completed the Company will be wound up and the surplus assets, being the shares in SCFIS Limited, will be
distributed to the Shareholders in proportion to their current shareholding.
Directors

The Directors who retire by rotation are Keith Lane and Brian Bolt. Both Directors being eligible for re-election, have offered themselves
accordingly. No other nominations for the position of Directors were received by the date of distribution of these financial statements.

Directors Remuneration

There were no payments or benefits of any kind to Directors during the year.

Auditor
It is proposed that the Auditor, Mitchell Audit, will cease as the company’s auditors with the completion of this audit.

For and on behalf of the Board
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Kakahu Irrigation Limited

Annual Report (continued)

For the Year Ended 30 June 2014
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CHARTERED i

mitchell audit ACCOUNTANTS
D A Mitchell - Principal

INDEPENDENT AUDITOR’S REPORT
To the Shareholders of Kakahu Irrigation Limited

Report on the Financial Statements

We have audited the financial statements on pages 6 to 25 which comprise the statement of financial
position as at 30 June 2014, and the statement of financial performance, statement of movements in equity
and statement of cash flows for the year then ended, the depreciation schedule and a summary of significant
accounting policies and other explanatory information.

Directors’ Responsibilities for the Financial Statements

The Directors are responsible for the preparation of financial statements in accordance with generally
accepted accounting practice in New Zealand and that give a true and fair view of the matters to which they
relate, and for such internal 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.

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 entity's preparation of financial
statements that give a true and fair view 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
control. An audit also 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 that we have obtained is sufficient and appropriate to provide a basis for
our madified audit opinion.

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

Unqualified Opinion

In our opinion, the financial statements on pages 6 to 25 give a true and fair view of the financial position of
Kakahu Irrigation Limited as at 30 June 2014, and its financial performance and its cash flows for the year
ended on that date.

Emphasis of Matter

Without qualifying our opinion, we draw attention to the fact that the Company is no longer trading as a
going concern as disclosed in the accounting policy on page 19 in the financial statements and detailed
where appropriate in other policies and notes. The major effect is that the assets and liabilities will be sold
on 1 July 2014 to the new entity at the values shown in the statement of financial position.

Report on Other Legal and Regulatory Requirements

In accordance with the Financial Reporting Act 1993, we report that:

- We have obtained all the information and explanations that we have required.

- In our opinion proper accounting records have been kept by the Company as far as appears from our
examination of those records.

mitchell audit
15 October 2014
P O Box 40, Timaru

57A Theodosia Street, P.O. Box 40 Timaru 7940, New Zealand
Telephone (03) 688 9092 Facsimile (03) 688 1010




Kakahu Irrigation Limited

Statement of Financial Performance

For the Year Ended 30 June 2014

Operating Revenue
Scheme Charges ex Opuha Water Ltd

Less Cost of Sales

Control System Electricity

Environmental Consultancy Services

Other Consultancy Fees

Management Fees : Opuha Water Ltd
Consent & Compliance Monitoring Charges
Repairs & Maintenance

Weed & Pest Control

Total Cost of Sales

Gross Surplus

Other Income

Commissions Received
Depreciation Recovered on Water Meter (Bolt Property)
Interest Received

Total Other Income
Gross Surplus after Other Income

Less Expenses
Administration Expenses

Accountancy & Secretarial Services
Audit Fees

Legal Fees - Deductible

License Fees

Survey & Feasibility Studies
Telephone & Tolls

Overhead Expenses

Insurance
Room Hire

Finance Expenses

Bank Fees & Charges
Interest - IRD Use of Money
Interest Paid - Loans

Non Cash Expenses
Depreciation

Total Expenses

Net Deficit

These financiat ara to be read in conj)

ion with the

Note 2014 2013

$ $
887,718 887,717
854 836
12,839 11,067
- 270
31,500 30,000
10,008 7,213
21,598 34,750
1,144 2,230
77,943 86,366
809,775 801,351
944 -
- 150
26 30
970 180
810,745 801,531
31,800 24,722
3,112 3,428
1,980 5,641
1,720 220
30,180 37,874
61 452
68,853 72,337
31,908 35,741
50 -
31,958 35,741
403 403
45 -
523,332 586,055
523,780 586,458
522,127 576,900
1,146,718 1,271,436

(335,973) (469,905)

ing Notes. These have been audited.
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Kakahu Irrigation Limited

Statement of Movements in Equity

For the Year Ended 30 June 2014

2014 2013
$ $
Revenues and Expenses
Net Deficit (335,973) (468,905)
Movement in Asset Revaluation Reserve 2,686,259 -
Total Recognised Revenues and Expenses 2,350,286 (469,905)
Equity at the Beginning of the Year 8,392,627 8,862,532
Equity at the End of the Year 10,742,913 8,392,627
Movements in Retained Earnings
Opening Balance (3,042,509) (2,572,604)
Less:

Net Deficit 335,973 469,905
Retained Earnings Closing Balance (3,378,482) (3,042,509)
These fnancial are ta be read in canjunction with the ing Notes. These have been audited.

Page 7 Quantum Advantage Limited

Chartered Accountants & Business Advisors




Kakahu Irrigation Limited

Statement of Financial Position

As at 30 June 2014

Assets

ASB : Farmline Cheque Account

ASB : Business Saver Account

Account Receivables - Opuha Water Limited
Income Tax Receivable

Prepayments

Current Account - Opuha Water Limited

Fixed Assets

Property, Plant & Equipment

Other
Shares - SC Farmers Irrigation Society Limited
Preliminary Expenses

Total Non Current Assets
Total Assets
Liabilities
Sundry Creditors
Trade Creditors
Interest Payable on Loan

Current Portion of Term Loans
GST Payable

Other

Term Loans - Secured

Total Liabilities

Net Assets

Equity

Paid up Share Capital
Accumulated Losses
Reserves

Total Equity

These financial statements are to be read in conjunction with the

Note

W U NN

11
12

13
13
13
13

14

15
16
17

ing Notes. These

2014 2013

$ $

316,035 135,719
1,014 996
81,970 88,176

9 10
1,722 -
76,674 72,906
477,424 297,807
10,683,000 8,512,788
10,683,000 8,512,788
8,020,000 8,020,000
3,956 3,956
8,023,956 8,023,956
19,184,380 16,834,551
3,019 5,750
19,685 19,558
10,783 8,704
8,390,000 -
17,980 17,912
8,441,467 51,924
- 8,390,000
8,441,467 8,441,924
10,742,913 8,392,627
3,208 3,208

(3,378,481) {3,042,508)
14,118,186 11,431,927
10,742,913 8,392,627

have been audited.
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Kakahu Irrigation Limited

Statement of Financial Position (continued)

As at 30 June 2014

FKlod

pate (/= (1 ~=d O (4

Director
Keith Pow
)
i /’Q,j
) 3 [} /
A // (/ Director Date 2‘9//0/2&9/4/'
{ /! /
Alvin Re4d
These financial statements are to be read in ion with the acc ing Notes. These have been audited.
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Kakahu Irrigation Limited

Statement of Cash Flows

For the Year Ended 30 June 2014
Note

Cash Flows from Operating Activities
Cash was provided from:

Interest Received
Operating Income
Goods and Services Tax
Income Tax Refunds

Cash was disbursed to:

Payments to Suppliers
Interest Paid

Goods and Services Tax

Net Cash Flows from Operating Activities 21

Cash Flows from Investing Activities
Cash was disbursed to:

Purchase of Fixed Assets

Net Cash Flows from Investing Activities

Net Increase in Cash Held
Cash at the Beginning of the Year

Cash at the End of the Year

Comprising

ASB - Farmline Cheque Account
Plus - Unpresented Cheques
ASB - Business Saver Account

2014 2013
$ $
17 20
890,290 869,447
16,932 -
10 10
907,249 869,477
179,742 190,972
521,299 585,598
- 578
701,041 777,148
206,208 92,329
6,080 -
6,080 -
(6,080) -
200,128 92,329
137,062 44,733
337,190 137,062
316,035 135,719
20,142 347
1,014 996
337,190 137,062

These financial statements are to be read in conjunction with the accompanying Notes, These statements have been audited.
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Kakahu Irrigation Limited

Notes to and forming part of the Financial Statements

For the Year Ended 30 June 2014

1 Statement of Accounting Policies
Reporting Entity

Kakahu Irrigation Limited is a company incorporated in New Zealand and registered under the Companies Act 1993 and is a reporting
entity for the purposes of the Financial Reporting Act 1993.

The financial statements of the company have been prepared in accordance with the Financial Reporting Act 1993,

Statement of Compliance and Basis of Preparation
The Financial Statements of Kakahu Irrigation Limited have been prepared in accordance with Generally Accepted Accounting
Practice in New Zealand (NZ GAAP).

The company qualifies for differential reporting as it is not publicly accountable and there is no separation between the owners and
the governing body. The company has taken advantage of all available differential reporting exemptions.

The accounting principles recognised as appropriate for the measurement and reporting of the Statement of Financial Performance
and Statement of Financial Position on a historical cost basis are followed by the company, with the exception that certain assets as
specified below have been revalued. The information is presented in New Zealand dollars.

Going Concern
The financial statements are not prepared on a going concern basis because all the Company assets and liabilities were sold to SCFIS

Limited on 1 July 2014. The financial statements have been updated to reflect the assets and liabilities on a net realisable value
basis. The net asset values are expected to be transferred to the new entity as referred to in note 18.

Specific Accounting Policies
The following specific accounting policies which materially affect the measurement of the Statement of Financial Performance and
Statement of Financial Position have been applied:

{a) Revenue
Revenue is recognised when it is probable that future economic benefits will flow to the entity and these benefits can be measured
reliably.

(b} Expenses
Expenses have been classified on their business function.

(c) Trade Receivables

Trade Receivables are recognised at estimated realisable value.
(d) Property, Plant & Equipment

The irrigation scheme was completed on the 1st September 2005. Depreciation rates are using IRD rates and are associated with
certain types of assets such as:

These financial are to be read in conjunction with the ing Notes. These have been audited.
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Kakahu Irrigation Limited

Notes to and forming part of the Financial Statements (continued)

For the Year Ended 30 June 2014

Revaluation

Additional Costs

Kakahu Supply Race MR1
Kakahu Supply Race MR2
Distributory Races
Additional Work

The additional cost of pipe, intake structure and self cleaning screen shown in the fixed asset schedule has been depreciated using
Inland Revenue depreciation rates from November 2009.

An easement was paid to Ken Pierce of $20,000 to allow Kakahu Irrigation Limited to enter and re-enter his property for the purpose
of survey, investigation work and maintenance of the race.

The irrigation scheme was re-valued on 15 March 2014 by Peter Seed Limited. The valuation was an Enterprise Valuation and was
valued at $10.683 million, including $1.605 million resource consent {excluding GST). The revaluation amount has been carried
through to the current year and has not been depreciated.

(e) Income Tax
The income tax expense recognised in the Statement of Financial Performance is the estimated income tax payable in the current
year, adjusted for any differences between the estimated and actual income tax payable in prior years.

(f} Shares - SC Farmers Irrigation Society Limited
Investments are either recorded in the Financial Statements at cost or are revalued.

(g) Preliminary Expenses

Goodwill represents the excess of the purchase consideration over the fair value of the net tangible asset and intangible assets,
acquired at the time of acquisition of a business or an equity interest in a subsidiary or associate company. Goodwill is tested
annually for impairment. Brand names are recognised at cost. They are regarded as having indefinite useful lives because there is no
foreseeable limit to the period over which they are expected to be useful. They are therefore not amortised. instead, they are tested
annually for impairment.

(h) Goads and Services Taxation {GST)

Revenues and expenses have been recognised in the financial statements exclusive of GST except that irrecoverable GST input tax
has been recognised in association with the expense to which it relates. All items in the Statement of Financial Position are stated
exclusive of GST except for receivables and payables which are stated inclusive of GST.

(i} Changes in Accounting Policies
This year the accounts have not been prepared on the going concern basis with assets and liabilities being revalued to the net
realisable value. All other policies remain consistent with prior years.

(i} Changes in Accounting Policies

This year the accounts have not been prepared on the going concern basis with assets and liabilities being revalued to the net
realisable value. All other policies remain consistent with prior years.

These financiat are to be read in conjunction with the Notes. These have been audited.
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Kakahu Irrigation Limited

Notes to and forming part of the Financial Statements (continued)

For the Year Ended 30 June 2014

2 Revenue 2014 2013

Operating Revenue
Scheme Charges ex Opuha Water Ltd 887,718 887,718

Other Income

Commissions Received 944 -
Depreciation Recovered on Water Meter 150
(Bolt Property)
Interest Received - ASB Bank : Call Account 26 30
Total Other Income 970 180
Total Revenue 888,688 887,898
3  Auditor's Remuneration 2014 2013
$ $
The auditor of Kakahu Irrigation Limited is Mitchell Audit
Audit Fees 3,112 3,428
3,112 3,428
4  Tax Reconciliation 2014 2013
$ $
Deficit before Income Tax (335,973) (469,905)
Permanent Differences
Tax Losses Approved by the IRD (3,303,734) (2,833,829)
Total Loss (3,639,707) (3,303,734)

On completion of the restructure process as noted in note 18, the tax losses will not be available to carry forward as all the
amalgamating companies did not meet the requirements to group tax losses.

5 Income Tax 2014 2013
$ $
Opening Balance (10) (10)
Plus:
Refunds 10 -
Terminal Tax Paid - 10
10 10
Less:
RWT Payable 9 10
Income Tax (Receivable) {9) {10)
These financial statements are to be read in conjunction with the ing Notes. These have been audited.
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Kakahu Irrigation Limited

Notes to and forming part of the Financial Statements (continued)

For the Year Ended 30 June 2014

6  Imputation Credits 2014 2013
$ $
Imputation Credit Account at Tax Rate 30%
Opening Balance 128,662 128,672
Less:
Income Tax Refunded - 10
Closing Balance 128,662 128,662
Imputation Credit Account at Tax Rate 28%
Opening Balance 10 -
Plus:
Interest RWT Received 9 10
Less:
Income Tax Refunded 10 -
Closing Balance 9 10
Total Imputation Credits 128,671 128,672
7  Cash & Bank Balances 2014 2013
$ $
Bank Account Balances
ASB : Farmline Cheque Account 316,035 135,719
ASB : Business Saver Account 1,014 996
Total Cash & Bank Balances 317,049 136,715
8  Current Receivables 2014 2013
$ $
Account Receivables - Opuha Water Limited
Sundry Debtors 81,970 88,176
Total Current Receivables 81,970 88,176
9 Prepayments 2014 2013
$ $
Prepayments - Insurance 1,722 -
Total Prepayments 1,722 -
10 Current Account - Opuha Water Limited 2014 2013
$ $
Current Account - Opuha Water Lid 76,674 72,906
Total Current Account - Opuha Water Limited 76,674 72,906
11 Shares - SC Farmers Irrigation Society Limited Qty 2014 2013
$ $
Shares in Unlisted Companies - at Valuation
SC Farmers Irrigation Society Limited 3,208 8,020,000 8,020,000
These financtal are to be read In conj) ion with the ing Notes. These have been audited.
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Kakahu Irrigation Limited

Notes to and forming part of the Financial Statements (continued)

For the Year Ended 30 June 2014

Total Shares - SC Farmers Irrigation Society Limited 8,020,000

8,020,000

The investment in South Canterbury Farmers Irrigation Society Ltd (SCFIS) relates to the ownership of 3,208 shares which have been
recorded in these financial statements at Directors valuation being $5,000 per share (2013 year: $5,000 per share). The total value of

3,208 shares is $16,040,000. These have been discounted 50% for unrealised value.

12 Preliminary Expenses 2014 2013
$ $
Formation Expenses 3,956 3,956
Total Preliminary Expenses 3,956 3,956
13 Payables & Accruals 2014 2013
$ $
Accaunts Payable
Sundry Creditors 3,019 5,750
Trade Creditors 19,685 19,558
Total Accounts Payable 22,704 25,308
Other Payables & Accruals
Interest Payable on Loan 10,783 8,704
Current portion of Term Liabilities
Loans Secured (Current Portion) 8,390,000 -
Total Payables & Accruals 8,423,487 34,012
14 Term Loans - Secured 2014 2013
$ $
Secured Loans - National Bank of New Zealand
Total Outstanding 8,390,000 -
Less:
Current Portion 8,390,000 -
Term Portion - -
a) Loan Amount: $3,000,000
Interest only maturing 1 July 2014 - Swap Interest Rate: 5.66% p.a. + 3.05% margin
b) Loan Amount: $2,590,000
Interest only maturing on a monthly basis - Interest Rate 5.66% p.a.
¢) Loan Amount: $2,800,000
Interest only maturing 1 July 2014
Subject to Interest Swap Rates (6.27% p.a. + 2.8% margin)
On 1 July 2014 all loans were repaid in full. See events occurring after balance date, note
18, for additional information.
Secured Loans - ASB Bank
Total Outstanding - 8,390,000
These financial are to be read in conjt ion with the ing Notes. These have been audited.
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Kakahu Irrigation Limited

Notes to and forming part of the Financial Statements (continued)

For the Year Ended 30 June 2014

15

16

17

Total Term Loans - Secured

Share Capital

Ordinary Shares
Opening Balance
Less:

Uncalled Capital

Closing Balance

Total Share Capital

- 8,390,000
2014 2013
$ $
3,500 3,500
292 292
3,208 3,208
3,208 3,208

All authorised shares have been issued and fully paid. All ordinary shares have equal voting rights and share equally in dividends and

surplus on winding up. The shares have no par value.
Accumulated Losses

Opening Balance
Less:
Net Deficit

Accumulated Losses Closing Balance

Reserves

Asset Revaluation Reserve

Opening Balance
Movements for the period

Closing Balance

Share Revaluation Reserve
Opening Balance

Closing Balance

Capital Reserve

Opening Balance

Closing Balance

Share Premium Reserve
Opening Balance

Closing Balance

Total Reserves

These financial are to be read in conjunction with the

ing Notes. These

2014 2013
$ $
(3,042,508) {2,572,603)
335,973 469,905
{3,378,481) (3,042,508)
2014 2013
$ $
1,446,215 1,446,215
2,686,259 N
4,132,474 1,446,215
6,015,000 6,015,000
6,015,000 6,015,000
1,600,000 1,600,000
1,600,000 1,600,000
2,370,712 2,370,712
2,370,712 2,370,712
14,118,186

have been audited.

11,431,927
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Kakahu irrigation Limited

Notes to and forming part of the Financial Statements (continued)

For the Year Ended 30 June 2014

18 Events Occurring After Balance Date
A restructuring process has been scheduled to be completed and implemented on 1 July 2014. The end result of this will mean that
Kakahu Irrigation Limited (KIL) will sell its assets and liabilities to South Canterbury Farmers Irrigation Society (SCFIS) and in
consideration of such assets SCFIS issues shares to KIL. Because KIL's only assets are shares in SCFIS, it will be deregistered as a
company and the shares in SCFIS can be distributed to its shareholders. SCFIS will be renamed "Opuha Water Limited" and will hold
all assets of KIL. As part of this process the ASB loan has been repaid in full and the assets transferred at net realisable value 1 July
2014,

19 Contingent Liabilities
The Company has no contingent liabilities as at 30 June 2014, (2013 Nil).

20 Capital Commitments
The Company has no capital commitments as at 30 June 2014, (2013 Nil).

21 Reconciliation of Profit after Tax with Net Cashflow from Operations 2014 2013
$ $
Profit (loss) after tax (335,973) (469,905)

Add (less) non cash items:

Accrued Interest 2,078 457
Depreciation 522,127 576,750
Unpresented Cheques 19,795 (7,801)

544,000 569,406

Add (less) movements in working capital items:

{Increase)/Decrease in Accounts Receivable 4,483 (13,875)
(Increase)/Decrease in Taxation 1 -
(Increase/Decrease in Goods & Services Tax 69 1,667
{Increase)/Decrease in OWL Current account (3,768) (7,136)
Increase/(Decrease) in Accounts Payable (2,604) 12,172
(1,819) (7,172)
Net Cash from Operating Activities 206,208 92,329

22 Related Party
The directors do not consider that any one party had the ability, either directly or indirectly, to control or exercise significant influence, over the
Company in making operating, investing and financing decisions.

The Company paid Quantum Advantage Limited, of which Mr N J Gormack is a director, for accountancy and secretarial services. The amount paid
or accrued at balance date totals $31,800 {excluding GST) has been recorded in these financial statements. At balance date $2,650 (excluding GST)
of this amount was still owing to Quantum Advantage Limited

These financiat are to be read in conjunction with the ing Notes. These have been audited.
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