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RFM Australian Cotton Fund
ARSN 099 573 690

Directors of the Responsible Entity's Report
31 December 2012

The Directors of Rural Funds Management Limited ('RFM"), as the Responsible Entity of RFM Australian Cotton
Fund ("ACF" or the "Trust"), present their report on the Trust for the half year ended 31 December 2012.

Directors

       The names of the directors in office at any time during, or since the end of the half year are:

    

       David Bryant

       Michael Carroll

       Guy Paynter

Review and Results of Operations

Operating Results 

The profit/(loss) attributable to unitholders of ACF amounted to ($73,154) (2011: $135,648).

The ACF's only non-cash investment is its 45.68% ownership share in Lachlan Farming Limited (LFL).

On 30 November 2012 LFL held its Annual General Meeting at which shareholders resolved to wind up the
company and appoint Mr Frank Lo Pilato, FCA of RSM Bird Cameron Partners as liquidator.

ACF’s net assets at balance sheet date were $508,439 (2011: $2,243,968), a reduction mainly due to the
distribution referred to below. This equates to an ACF net asset value of $0.0566 per unit.

ACF's investment in LFL is $193,252 (2011: $1,639,762) and this corresponds, after adjusting for the
ACF’s shareholding percentage, with the underlying equity position adopted by LFL. This equates to an
LFL share price of $0.0134.

Distributions

On 5 September 2012 the Directors declared and paid a distribution amounting to $1,501,139 or $0.1680
per unit. 

Further distributions will be made by ACF as distributions are received from LFL. ACF will then be wound
up and all remaining capital distributed.
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RFM Australian Cotton Fund
ARSN 099 573 690

Directors of the Responsible Entity's Report
31 December 2012

Review and Results of Operations (continued)

Fees paid to and interest held by the responsible entity and associates

The following fees were paid to RFM and its associates out of Trust property during the financial year:

 Management fees for the financial half year paid to RFM $8,621 (2011: $24,270).

 Expenses incurred by RFM and reimbursed by the Trust in accordance with the Trust's constitution

$58,226 (2011: $51,591)

Units on Issue

8,975,053 units in ACF were on issue at 31 December 2012 (2011: 8,912,946). No units were redeemed in
either half year.

Trust Assets

At 31 December 2012 ACF held assets to a total value of $583,424 (2011: $2,341,557).

Significant Changes in State of Affairs

No significant changes in the Trust's state of affairs occurred during the financial half year.

After balance day events

No matters or circumstances have arisen since the end of the financial half year which significantly affected
or may significantly affect the operations of the Trust, the results of those operations or the state of affairs
of the Trust in future financial years.  

Likely developments and expected results

The ultimate wind up of ACF will occur in early 2013 following the final dividend payment and wind up of
LFL.

Environmental regulation and performance

The operations of the Trust are not subject to any particular or significant environmental regulation under a
law of the Commonwealth or of a State or Territory. There have been no known significant breaches of any
other environmental requirements applicable to the Trust.

Indemnification of Responsible Entity and Custodian

In accordance with the constitution of ACF, the Trust indemnifies the directors, company secretary and all
other officers of the Responsible Entity and custodian, when acting in those capacities, against costs and
expenses in defending certain proceedings.

ACF has not otherwise, during or since the financial half year, indemnified or agreed to indemnify an officer
of the Responsible Entity or of any related body corporate against a liability incurred as such by an officer.
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RFM Australian Cotton Fund
ARSN 099 573 690

Directors of the Responsible Entity's Report
31 December 2012

Auditors Independence Declaration

An independence declaration has been provided to the Directors by the auditor of RFM Australian Cotton
Fund, Boyce Assurance Services Pty Limited, and can be found on page 14 of the financial report.

Signed in accordance with a resolution of the Board of Directors:

David Bryant
Director

Dated: 25 February 2013
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RFM Australian Cotton Fund
ARSN 099 573 690

Independent Auditor's Review Report to the unitholders of RFM Australian Cotton
Fund

Report on the Half-Year Financial Report

We have reviewed the accompanying half-year financial report of RFM Australian Cotton Fund, which
comprises the statement of financial position as at 31 December 2012,  the statement of comprehensive income
and the statement of changes in net assets attributable to unitholders for the half-year ended on that date, notes
comprising a summary of significant accounting policies and other explanatory information, and the directors'
declaration of the responsible entity.

Directors’ Responsibility for the Half-Year Financial Report 

The directors of the responsible entity of the Trust are responsible for the preparation and fair presentation of
the half-year financial report in accordance with Australian Accounting Standards (including Australian
Accounting Interpretations) and the Corporations Act 2001. This responsibility includes designing, implementing
and maintaining internal control relevant to the preparation and fair presentation of the half-year financial report
that is free from material misstatement, whether due to fraud or error, selecting and applying appropriate
accounting policies, and making accounting estimates that are reasonable in the circumstances.

Auditor’s Responsibility 

Our responsibility is to express a conclusion on the half-year financial report based on our review. We
conducted our review in accordance with the Auditing Standard on Review Engagements ASRE 2410 Review
of a Financial Report Performed by the Independent Auditor of the Entity, in order to state whether, on the basis
of the procedures described, we have become aware of any matter that makes us believe that the financial
report is not in accordance with the Corporations Act 2001 including: giving a true and fair view of the Trust's
financial position as at 31 December 2012 and its performance for the half-year ended on that date; and
complying with Accounting Standard AASB 134 Interim Financial Reporting and the Corporations Regulations
2001. As the auditor of RFM Australian Cotton Fund, ASRE 2410 requires that we comply with the ethical
requirements relevant to the audit of the annual financial report.

A review of a half-year financial report consists of making enquiries, primarily of persons responsible for
financial and accounting matters, and applying analytical and other review procedures. A review is substantially
less in scope than an audit conducted in accordance with Australian Auditing Standards and consequently does
not enable us to obtain assurance that we would become aware of all significant matters that might be identified
in an audit. Accordingly, we do not express an audit opinion.

Matters Relating to the Electronic Presentation of the Audited Financial Report

The review report relates to the financial report of the entity for the half-year ended 31 December 2012 included
on the website of Rural Funds Management Limited. The directors of the responsible entity of the Trust are
responsible for the integrity of the website and we have not been engaged to report on its integrity. This review
report refers only to the half-year financial report identified above and it does not provide an opinion on any
other information which may have been hyperlinked to or from the financial report. If users of this report are
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RFM Australian Cotton Fund
ARSN 099 573 690

Independent Auditor's Review Report to the unitholders of RFM Australian Cotton
Fund

Matters Relating to the Electronic Presentation of the Audited Financial Report (continued)

concerned with the inherent risks arising from electronic data communications, they are advised to refer to the
hard copy of the reviewed financial report to confirm the information included in the reviewed financial report
presented on the responsible entity's website.

Independence

In conducting our review, we have complied with the independence requirements of the Corporations Act 2001.
We confirm that the independence declaration required by the Corporations Act 2001, has been provided to the
directors of the responsible entity of RFM Australian Cotton Fund, on the date of this auditor's review report.

Conclusion

Based on our review, which is not an audit, we have not become aware of any matter that makes us believe that
the half-year financial report of RFM Australian Cotton Fund is not in accordance with the Corporations Act
2001 including: 

(a) giving a true and fair view of the Trust’s financial position as at 31 December 2012 and of its performance
for the half-year ended on that date; and

(b) complying with Accounting Standard AASB 134 Interim Financial Reporting and Corporations Regulations
2001.

Liquidation Basis

Without qualification to the conclusion expressed above, attention is drawn to the following matters.  As
described in Note 1(b), Basis of Accounting, the trust has prepared the financial report on a liquidation basis as
it intends to realise its assets and wind the Trust up in due course.

Katherine M Kelly
Director
Boyce Assurance Services Pty Limited
Cooma
Dated: 25 February 2013
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RFM Australian Cotton Fund
ARSN 099 573 690

Directors of the Responsible Entity's Declaration

In accordance with a resolution of the Directors of the Responsible Entity of RFM Australian Cotton Fund:

In the opinion of the Directors:

(a) The financial statements and notes of the Trust are in accordance with the Corporations Act 2001,
including:

(i) giving a true and fair view of the Trust's financial position as at 31 December 2012 and of
its performance for the half-year ended on that date; and

(ii) complying with Accounting Standards, Corporations Regulations 2001 and the Trust's
constitution.

(b) there are reasonable grounds to believe that the Trust will be able to pay its debts as and when they
become due and payable.

On behalf of the board

David Bryant
Director 
Dated: 25 February 2013
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RFM Australian Cotton Fund
ARSN 099 573 690

Statement of Comprehensive Income
For the Half Year Ended 31 December 2012

Note

31 December

2012

$

31 December

2011

$

Revenue 3 10,535 243,662

Management fees (8,621) (24,270)

Insurance (8,784) (8,346)

Accounting, audit & legal (23,720) (33,312)

Other RFM cost recoveries (31,708) (30,824)

Other expenses (10,856) (3,762)

Wind up costs - (7,500)

  Profit/(loss) before income tax (73,154) 135,648

Income tax expense - -

Net profit/(loss) attributable to unitholders (73,154) 135,648

Distribution to unitholders (1,501,139) (2,058,717)

Other comprehensive income

Net gain/(loss) on revaluation of available-for-sale financial
assets 18,748 (199,682)

Other comprehensive income for the period, net of tax 18,748 (199,682)

Total comprehensive income for the period,
representing changes in net assets attributable to
unitholders (1,555,545) (2,122,751)

The accompanying notes form part of these financial statements.
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RFM Australian Cotton Fund
ARSN 099 573 690

Statement of Financial Position
For the Half Year Ended 31 December 2012

Note

31 December

2012

$

30 June

2012

$

ASSETS

CURRENT ASSETS

Cash and cash equivalents 386,271 584,231

Trade and other receivables 4 2,162 973

Other current assets 1,739 3,410

Financial assets 5 193,252 1,544,577

TOTAL CURRENT ASSETS 583,424 2,133,191

TOTAL ASSETS 583,424 2,133,191

LIABILITIES

CURRENT LIABILITIES

Trade and other payables 74,985 73,641

TOTAL CURRENT LIABILITIES 74,985 73,641

TOTAL LIABILITIES (excluding Net Assets
attributable to unitholders) 74,985 73,641

Net Assets attributable to unitholders 508,439 2,059,550

TOTAL LIABILITIES 583,424 2,133,191

The accompanying notes form part of these financial statements.
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RFM Australian Cotton Fund
ARSN 099 573 690

Statement of Changes in Net Assets Attributable to Unitholders
For the Half Year Ended 31 December 2012

31 December 2012

Issued
Units

$

Retained
Earnings

$

Asset
Revaluation

Reserve

$

Net Assets
Attributable

to
Unitholders

$

Balance at 1 July 2012 25,684 1,784,688 249,178 2,059,550

Other comprehensive income, net of tax - - - -

Transfer from asset revaluation reserve
realised on investment reduction - 74,674 (74,674) -

Total income and expense for the period
directly recognised in equity - 74,674 (74,674) -

Net profit/(loss) attributable to unitholders - (73,154) - (73,154)

Total income and expense for the period - (73,154) - (73,154)

Equity transactions

Movement in asset revaluation reserve - - 18,748 18,748

Units issued during the period 4,434 - - 4,434

Sub-total 4,434 1,520 (55,926) (49,972)

Distribution to unitholders - (1,501,139) - (1,501,139)

Balance at 31 December 2012 31 December
2011 30,118 285,069 193,252 508,439

31 December 2011

Issued
Units

$

Retained
Earnings

$

Asset
Revaluation

Reserve

$

Net Assets
Attributable

to
Unitholders

$

Balance at 1 July 2011 18,459 3,152,076 1,192,801 4,363,336

Other comprehensive income, net of tax - - (199,682) (199,682)

Transfer from asset revaluation reserve
realised on investment reduction - 648,586 (648,586) -

Total income and expense for the period
directly recognised in equity - 648,586 (848,268) (199,682)

Net profit/(loss) attributable to unitholders - 135,648 - 135,648

Total income and expense for the period - 135,648 - 135,648

Equity transactions

Units issued during the period 3,383 - - 3,383

Sub-total 3,383 784,234 (848,268) (60,651)

Distribution to unitholders - (2,058,717) - (2,058,717)

Balance at 31 December 2011 31 December
2010 21,842 1,877,593 344,533 2,243,968

The accompanying notes form part of these financial statements.
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RFM Australian Cotton Fund
ARSN 099 573 690

Statement of Cash Flows
For the Half Year Ended 31 December 2012

31 December

2012

$

31 December

2011

$

CASH FROM OPERATING ACTIVITIES:

Payments to suppliers and employees (81,864) (68,603)

Interest received 10,535 1,361

Net cash provided used in operating activities (71,329) (67,242)

CASH FLOWS FROM INVESTING ACTIVITIES:

Dividends received 1,370,074 2,055,110

Net cash provided by investing activities 1,370,074 2,055,110

CASH FLOWS FROM FINANCING ACTIVITIES:

Receipts from issue of units 4,434 3,970

Income distributions paid (1,501,139) (2,058,717)

Net cash used in financing activities (1,496,705) (2,054,747)

Net decrease in cash and cash equivalents held (197,960) (66,879)

Cash and cash equivalents at beginning of period 584,231 77,641

Cash and cash equivalents at end of period 386,271 10,762

The accompanying notes form part of these financial statements.
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RFM Australian Cotton Fund
ARSN 099 573 690

Notes to the Financial Statements
For the Half Year Ended 31 December 2012

1 Summary of Significant Accounting Policies

(a) Basis of Preparation

This general purpose condensed financial report for the half year ended 31 December 2012 has been
prepared in accordance with AASB 134: Interim Financial Reporting and the Corporations Act 2001.

The half year financial report does not include all notes of the type normally included within the annual
financial report and therefore cannot be expected to provide as full an understanding of the financial
performance, financial position and financing and investing activities of the Trust as the full financial report.

It is recommended that the half yearly financial report be read in conjunction with the annual financial report
for the year ended 30 June 2012 and any public announcements made by ACF during the half year in
accordance with continuous disclosure requirements arising under the Corporations Act 2001.

The financial report covers RFM Australian Cotton Fund ("ACF") as an individual entity. ACF is a trust,
established and domiciled in Australia. The financial report is presented in Australian dollars and all values
are rounded to the nearest dollar.

(b) Basis of Accounting

The accounts are not prepared on a 'going concern' basis due to the Trust being in the process of an
orderly realisation of its assets. The Trust is expected to operate for up to 6 months until the investment in
LFL is realised. Refer to note 6 for more information on ACF's dependency on LFL.

(c) Statement of Compliance

The financial report of ACF complies with Australian Accounting Standards applicable to interim reporting
as issued by the Australian Accounting Standards Board and International Financial Reporting Standards
(IFRS) applicable to interim reporting as issued by the International Accounting Standards Board.

(d) Reporting Basis and Conventions

The half-year report has been prepared on an accruals basis and is based on historical costs modified by
the revaluation of selected non-current assets, financial assets and financial liabilities for which the fair
value basis of accounting has been applied.

(e) Investments (Financial Assets)

Recognition

Financial assets are initially measured at cost of trade date, which includes transaction costs, when the
related contractual rights or obligations exist.  Subsequent to initial recognition these instruments are
measured as set out below.
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RFM Australian Cotton Fund 
ARSN 099 573 690 

Notes to the Financial Statements 
For the Half Year Ended 31 December 2012 

 

1 Summary of Significant Accounting Policies (continued) 

(e) Investments (Financial Assets) (continued) 

12 

Available-for-sale Financial Assets 

All investments are classified as available-for-sale financial assets.  Available-for-sale financial assets are 
reflected at fair value unless their fair value cannot be reliably measured.  After initial recognition 
available-for-sale securities are measured at fair value with gains or losses being recognised as a separate 
component of equity until the investment is derecognised or until the investment is determined to be 
impaired, at which time the cumulative gain or loss previously reported in equity is recognised in the 
statement of comprehensive income. 

Fair Value 

The fair values of investments that are actively traded in organised financial markets are determined by 
reference to quoted market bid prices at the close of business on the balance sheet date.  For investments 
with no active market, fair values are determined using valuation techniques.  Such techniques include: 
using recent arms length market transactions, reference to the current market value of another instrument 
that is substantially the same; discounted cash flow analysis and option pricing models making as much 
use of available and supportable market data as possible and keeping judgmental inputs to a minimum. 

2 Significant Accounting Judgements, Estimates and Assumptions 

Following the distribution of capital from LFL to ACF on 15 August 2012 an estimate of the accumulated 
reserves representing the portion of the LFL investment reduction has been transferred to retained 
earnings. 

3 Revenue  

  

31 December 

2012 

$ 

31 December

2011 

$ 

Interest received   10,535   1,361 

Dividends received   -   242,301 

Total   10,535   243,662 



RFM Australian Cotton Fund
ARSN 099 573 690

Notes to the Financial Statements
For the Half Year Ended 31 December 2012

4 Trade and Other Receivables

31 December

2012

$

30 June

2012

$

CURRENT

  Sundry receivables 2,162 973

Total current trade and other receivables 2,162 973

5 Financial Assets

(a) Lachlan Farming Limited

31 December

2012

$

30 June

2012

$

Principal activities carried out are the receipt of
interest income and the holding of water licence rights.

Unlisted Shares - Lachlan Farming Limited 193,252 1,544,577

Percentage Owned 45.68% 45.68%

(b)      Valuation

LFL has undertaken an asset realisation program and has sold all remaining assets.

The fair value of ACF's unlisted available-for-sale shares in Lachlan Farming Limited can be reliably
measured based on LFL's Net Asset Value and ACF's shareholding. As a result, unlisted investments are
reflected at valuation. Unlisted available-for-sale financial assets exist within active markets and could be
disposed of if required.

On 15 August 2012 the Directors of Lachlan Farming Limited declared and paid a distribution amounting to
$2,997,256 or $0.0950 per share. This distribution for taxation purposes was classified as capital and was
unfranked. This distribution of capital did not involve a share buy back or extinguishment of shares,
therefore it did not alter the number of shares on issue.

From the perspective of ACF, this has resulted in the receipt of $1,370,073. ACF paid a distribution of
$1,501,139 or $0.1680 per unit, with a record date of 1 September 2012 and a payment date of 5
September 2012.

6 Going Concern

On 30 November 2012 LFL investors resolved to place the company in voluntary wind up and appoint a
liquidator. A final dividend is expected to be paid in early 2013. Following this, ACF will be wound up and a
final distribution paid to ACF unitholders.
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RFM Australian Cotton Fund
ARSN 099 573 690

Auditors Independence Declaration under Section 307C of the Corporations Act 2001  

I declare that, to the best of my knowledge and belief, during the half year ended 31 December 2012, there
have been:

(i) no contraventions of the auditor independence requirements as set out in the Corporations Act 2001 in
relation to the review; and

(ii) no contraventions of any applicable code of professional conduct in relation to the review.

Katherine M Kelly
Director
Boyce Assurance Services Pty Limited
Cooma
Dated: 25 February 2013
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Responsible Entity 

Rural Funds Management Limited 
ABN 65 077 492 838 
AFSL 226 701 

Level 2, 2 King Street 
Deakin Act 2600 

www.ruralfunds.com.au  

Telephone (Investor Services) 
1800 026 665 

Telephone (Adviser Services) 
1300 880 295 

Facsimile 
1800 625 518 
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