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RFM Diversified Agricultural Fund 
ARSN 099 573 627

Directors of the Responsible Entity's Report

For the Half Year Ended 31 December 2011

The Directors of Rural Funds Management Limited ("RFM"), Responsible Entity of RFM Diversified
Agricultural Fund ("DAF" or the "Trust"), present their report on the trust and its controlled entities for the
financial half year ended 31 December 2011.

Directors

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

David Bryant

Michael Carroll

Guy Paynter

Directors have been in office since the start of the financial year to the date of this report unless otherwise
stated.

Review of Results and Operations

Operating Results

The consolidated loss of the Group after providing for income tax amounted to a loss of $3,621,888 (2010:
loss $1,737,896)

The investments held as at balance date by the DAF as parent entity, together with their % of total
investments are:

Investment 

31 December 
2011 

% 

31 December  
2010 

% 

RFM Australian Cotton Fund ARSN 099 573 690 (ACF) 2.21 4.24 

RFM Australian Wine Fund ARSN 099 573 485 (AWF) 
(formerly RFM Ultra Premium Vineyard Fund, UPVF) 24.08 5.05 

RFM Chicken Income Fund ARSN 105 754 461 (CIF) 28.45 29.87 

RFM RiverBank ARSN 112 951 578 (RBK) 45.26 59.69 

Agricultural Income Trust ARSN 093 804 276 (AIT) - 1.15 

DAF Flower Holding Trust (FHT) - - 

Total 100.00 100.00 
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RFM Diversified Agricultural Fund 
ARSN 099 573 627

Directors of the Responsible Entity's Report

For the Half Year Ended 31 December 2011

The following developments occurred during the period in relation to the investments:

RFM is progressing the wind up of its cotton entities (ACF and Lachlan Farming Limited, LFL) and ACF paid
a distribution in July 2011. ACF, which is solely invested in LFL, is expected to make further distributions
once LFL receives repayment of a vendor finance loan from RBK and sells its water entitlements. ACF and
LFL will then be wound up, which is expected to occur over the next 18 - 24 months.

CIF continued to achieve stable results and paid distributions at two and a half cents in August and
November 2011. During the previous year, Baiada, CIF’s sole customer, dropped its claim in relation to bird
performance issues and no compensation was paid. RFM agreed to upgrade older CIF shedding to the
value of $3,000,000 and this project is nearing completion.

During the period, RBK paid quarterly distributions of 2.72 cents per unit in August 2011 and 2.1 cents per
unit in November 2011. In December 2011 RBK declared a distribution of 2.1 cents per unit which was paid
in February 2012.

On 18 March 2011 the RFM Board resolved to wind up the DAF Flower Holding Trust (FHT). On 7 March
2012 the RFM Board resolved to make a final distribution to DAF of $5,878 and terminate FHT.

Available for sale financial assets

As  a result of the Director’s resolution on 24 January 2012 to wind up DAF, the investments are valued on a
liquidation basis.  As a result, the investments in ACF and CIF are valued based on the ownership
percentage of the underlying NAV, whereas, market evidence has been used to determine the value of the
investments in AWF and RBK. 

Distributions

Distributions paid or declared for payment were as follows:

Distribution of 1.98 cents per unit paid in August 2011 (provided for at 30 June 2011)    $461,642

Distribution of 1.98 cents per unit paid in November 2011        $462,727

Fees paid to and interest held by the Responsible Entity and associates

Management fees and costs of the Responsible Entity have been offset by a net rebate to maintain the ICR
for the financial half year at 2.5625% of DAF's net assets, per the DAF Product Disclosure Statement
("PDS").

On 24 January 2012 the RFM board resolved to cease the rebate which will occur with effect from 15 March
2012.

After balance date events

On 24 January 2012 the RFM Board resolved to commence the winding up of DAF.  The Directors have
resolved to transfer DAF’s investments in the underlying funds directly to each individual investor and
windup DAF. Therefore, the windup will be achieved by way of an in specie distribution of DAF’s units in the
underlying funds, to DAF investors. It is anticipated that the in specie transfer will be achieved by the end of
March 2012.  No further distributions are expected to be paid as it is forecast that the costs of windup will
exceed the remaining assets of the DAF.  RFM will cover any excess costs. 
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RFM Diversified Agricultural Fund 
ARSN 099 573 627

Directors of the Responsible Entity's Report

For the Half Year Ended 31 December 2011

Units on Issue

23,421,832 units were on issue at 31 December 2011 (2010: 22,989,935). During the half year 106,561
(2010: 4,389,119) units were issued by the Trust.

Trust Assets

At 31 December 2011, DAF held assets to a total value of $17,828,701 (2010: $22,020,378).

Likely developments and expected results

As a result of the Directors of the Responsible Entity's resolution to wind up the Fund, all interests in
underlying funds are expected to be distributed to unitholders by 31 March 2012 and the fund wound up as
soon as practicable there after. The forecast costs of winding up the fund are expected to exceed the
remaining assets of DAF and it is not expected that any further distributions will be made by the Fund. 

Environmental regulation and performance

The Group's operations are not regulated by any significant environmental regulations under a law of the
Commonwealth or of a State or Territory of Australia. There have been no known significant breaches of
any other environmental requirements applicable to the Trust.

Indemnification and insurance of officers and auditors

In accordance with the constitution of DAF, 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. DAF has not otherwise, during or since the end of 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.

Auditor's independence declaration

An independence declaration has been provided to the Directors by the auditor of DAF, 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

Date: 13 March 2012
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RFM Diversified Agricultural Fund
ARSN 099 573 627

Independent Auditor's Review Report to the unitholders of RFM Diversified
Agricultural Fund

Report on the Half-Year Financial Report

We have reviewed the accompanying half-year consolidated financial report of RFM Diversified Agricultural Fund
and controlled entities, which comprises the consolidated statement of financial position as at 31 December
2011, the consolidated statement of comprehensive income, the consolidated statement of changes in net
assets attributable to unitholders and the consolidated statement of cash flows for the half-year ended on that
date, notes comprising a summary of significant accounting policies and other explanatory information, and the
directors of the responsible entity's declaration.

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 consolidated financial report in accordance with Australian Accounting Standards (including the
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
consolidated 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 consolidated financial report based on our review.
We conducted our review in accordance with Auditing Standards on Review Engagements ASRE 2410 Review
of an Interim 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
consolidated financial report is not in accordance with the Corporations Act 2001 including: giving a true and fair
view of the trust's and controlled entities financial position as at 31 December 2011 and their 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 Diversified Agricultural 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 consolidated 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 Audited Financial Report

The review report relates to the financial report of the consolidated entity for the half-year ended 31 December
2011 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 to only 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
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.
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RFM Diversified Agricultural Fund
ARSN 099 573 627

Independent Auditor's Review Report to the unitholders of RFM Diversified
Agricultural Fund

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 Diversified Agricultural 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 consolidated financial report of RFM Diversified Agricultural Fund is not in accordance with the
Corporations Act 2001 including: 

(a) giving a true and fair view of the trust's and controlled entities financial position as at 31 December 2011 and
of their performance for the half-year ended on that date; and

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

Liquidation basis of accounting and fund windup

Without qualification to the opinion expressed above, attention is drawn to the following matter. As described in
Note 1(b) Basis of Accounting and Note 3, Events after the end of the Reporting Period, the consolidated
financial report has been prepared on a liquidation basis as the directors have resolved to distribute the Trust's
investments and windup the Trust in due course.

Katherine M Kelly
Director
Boyce Assurance Services Pty Limited

Cooma

Dated: 13 March 2012
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RFM Diversified Agricultural Fund
ARSN 099 573 627

Directors of the Responsible Entity's Declaration

The directors of the responsible entity of the Trust and of the Consolidated Entity declare that:

1. The interim financial statements and notes, as set out on pages 7 to 13 are in accordance with the
Corporations Act 2001, including:

(a) complying with Accounting Standard AASB 134: Interim Financial Reporting; and

(b) give a true and fair view of the Trust and of the Consolidated Entity's financial position as at 31
December 2011 and of its performance for the half-year ended on that date.

2. In the directors' opinion, subject to the matters disclosed in Note 3, there are reasonable grounds to believe
that the Trust and Consolidated Entity will be able to pay its debts as and when they become due and
payable.

This declaration is made in accordance with a resolution of the Board of Directors.

Director
David Bryant

Dated: 13 March 2012
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RFM Diversified Agricultural Fund
ARSN 099 573 627

Consolidated Statement of Comprehensive Income

For the Half Year Ended 31 December 2011 

31 December

2011

$

31 December

2010

$

Revenue 639,561 443,087

Professional services (189,231) (453,130)

Direct farming expenses - (438)

Depreciation, amortisation and impairments (3,736,792) (2,502,905)

Management fees net of rebates 332,369 300,153

Employee costs - (63,438)

Repairs and maintenance - (228)

Wind up costs (115,903) -

Selling costs - (23,323)

Other expenses (47,301) (112,023)

Finance costs (17,165) (15,120)

Loss before income tax (3,134,462) (2,427,365)

Income tax expense (487,426) 689,469

Loss for the period (3,621,888) (1,737,896)

Other comprehensive income:

Revaluation (decrement)/increment (577,946) 5,148,204

Income tax relating to components of other comprehensive
income 86,691 (772,231)

Other comprehensive income for the period, net of tax (491,255) 4,375,973

Total comprehensive income for the period, representing
net assets attributable to unitholders (4,113,143) 2,638,077

The accompanying notes form part of these financial statements.
7



RFM Diversified Agricultural Fund
ARSN 099 573 627

Consolidated Statement of Financial Position

31 December 2011

Note

31 December

2011

$

30 June

2011

$

ASSETS

CURRENT ASSETS

Cash and cash equivalents 201,861 219,429

Trade and other receivables 424,292 679,328

Other assets 17,520 30,374

TOTAL CURRENT ASSETS 643,673 929,131

NON-CURRENT ASSETS

Financial assets 2 17,094,809 21,715,863

Deferred tax assets 90,219 315,716

TOTAL NON-CURRENT ASSETS 17,185,028 22,031,579

TOTAL ASSETS 17,828,701 22,960,710

LIABILITIES

CURRENT LIABILITIES

Trade and other payables 281,716 1,007,878

Interest bearing liabilities 132,862 375,000

Current tax liabilities 185,797 7,012

Provisions 125,977 10,074

TOTAL CURRENT LIABILITIES 726,352 1,399,964

TOTAL LIABILITIES (excluding net assets attributable to
unit holders) 726,352 1,399,964

NET ASSETS attributable to unitholders 17,102,349 21,560,746

TOTAL LIABILITIES 17,828,701 22,960,710

The accompanying notes form part of these financial statements.
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RFM Diversified Agricultural Fund
ARSN 099 573 627

Consolidated Statement of Changes in Net Assets Attributable to Unitholders

For the Half Year Ended 31 December 2011

31 December 2011

Issued Units

$

Accumulated
Losses

$

Asset
Revaluation

Reserve

$

Net Assets
Attributable

to
Unitholders

$

Balance at 1 July 2011 35,196,908 (17,160,577) 3,524,415 21,560,746

Other comprehensive income - - (577,946) (577,946)

Income tax relating to other comprehensive income - - 86,691 86,691

Total income and expense for the period recognised
directly in equity - - (491,255) (491,255)

Profit/(loss) before tax attributable to unitholders - (3,134,462) - (3,134,462)

Income tax applicable - (487,426) - (487,426)

Total income and expense for the period - (3,621,888) (491,255) (4,113,143)

Equity transactions

Units issued during the year 109,197 - - 109,197

Issue costs 11,824 - - 11,824

Income tax applicable (3,547) - - (3,547)

Sub-total 117,474 (3,621,888) (491,255) (3,995,669)

Distributions to unitholders (462,728) - - (462,728)

Balance at 31 December 2011 34,851,654 (20,782,465) 3,033,160 17,102,349

The accompanying notes form part of these financial statements.
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RFM Diversified Agricultural Fund
ARSN 099 573 627

Consolidated Statement of Changes in Net Assets Attributable to Unitholders

For the Half Year Ended 31 December 2011

31 December 2010

Issued Units

$

Accumulated
Losses

$

Asset
Revaluation

Reserve

$

Net Assets
Attributable

to
Unitholders

$

Balance at 1 July 2010 32,627,232 (25,455,696) 8,869,931 16,041,467

Other comprehensive income - - 5,148,204 5,148,204

Income tax relating to other comprehensive income - - (772,231) (772,231)

Total income and expense for the period recognised
directly in equity - - 4,375,973 4,375,973

Profit/(loss) before tax attributable to unitholders - (2,427,365) - (2,427,365)

Income tax applicable - 689,469 - 689,469

Total income and expense for the period - (1,737,896) 4,375,973 2,638,077

Transfers to and from reserves

- asset revaluation reserve/equity raising costs on
deconsolidation of subsidiaries 907,944 6,598,498 (7,506,442) -

Equity transactions

Units issued during the year 3,461,239 - - 3,461,239

Issue costs (316,529) - - (316,529)

Income tax applicable 94,962 - - 94,962

Sub-total 4,147,616 4,860,602 (3,130,469) 5,877,749

Distributions to unitholders (842,249) - - (842,249)

Balance at 31 December 2010 35,932,599 (20,595,094) 5,739,462 21,076,967

The accompanying notes form part of these financial statements.
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RFM Diversified Agricultural Fund
ARSN 099 573 627

Consolidated Statement of Cash Flows

For the Half Year Ended 31 December 2011

31 December

2011

$

31 December

2010

$

CASH FROM OPERATING ACTIVITIES:

Receipts from customers 544,333 140,569

Payments to suppliers and employees (487,372) (451,354)

Distributions received 676,064 -

Interest received 5,743 47,376

Finance costs (17,165) (13,388)

Net cash flows from/(used by) operating activities 721,603 (276,797)

CASH FLOWS FROM INVESTING ACTIVITIES:

Proceeds from sale of plant and equipment - 295,562

Capital distributions received 306,316 1,887,382

Purchase of investments - (2,350,000)

Loans to related parties - proceeds from repayments - 54,300

Net cash flows provide by/(used in) investing activities 306,316 (112,756)

CASH FLOWS FROM FINANCING ACTIVITIES:

Proceeds from unit issue 109,197 3,474,493

Repayment of borrowings (242,138) (538,620)

Costs in relation to unit issue 11,823 (316,529)

Distributions paid (924,369) (704,687)

Net cash flows used in financing activities (1,045,487) 1,914,657

Net (decrease)/increase in cash  and cash equivalents
held (17,568) 1,525,104

Cash and cash equivalents at beginning of period 219,429 987,008

Cash and cash equivalents at end of the period 201,861 2,512,112

The accompanying notes form part of these financial statements.
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RFM Diversified Agricultural Fund
ARSN 099 573 627

Notes to the Financial Statements

For the Half Year Ended 31 December 2011

1 Summary of Significant Accounting Policies

(a) Basis of preparation

This general purpose condensed consolidated  financial report for the half year reporting period
ending 31 December 2011 has been prepared in accordance with the requirements of the
Corporations Act 2001 and Australian Accounting Standard AASB 134: Interim Financial Reporting.

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 2011 and any public announcements made by DAF during the half
year in accordance with continuous disclosure requirements arising under the Corporations Act 2001.

The financial report covers RFM Diversified Agricultural Fund ("DAF" or the "Trust") and its controlled
entities. DAF 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.

Subject to Note 1(b), the same accounting policies and methods of computation have been followed
in this interim financial report as were applied in the most recent annual financial report.

(b) Basis of Accounting

The accounts are not prepared on a ‘going concern’ basis due to the Trust being in the process of
winding up.  The Trust is expected to be wound up by 30 June 2012.  Refer to note 3 for more
information on the intentions of the Directors.

(c) Statement of Compliance

The financial report of DAF 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 financial reporting as issued by the International
Accounting Standards Board.

(d) Reporting Basis and Convention

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.
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RFM Diversified Agricultural Fund
ARSN 099 573 627

Notes to the Financial Statements

For the Half Year Ended 31 December 2011

2 Other Financial Assets

31 December

2011

$

30 June

2011

$

Available for sale financial assets 17,094,809 21,715,863

Total financial assets 17,094,809 21,715,863

(a) Available for sale financial assets:

Unlisted investments in related trusts at fair
value

 RFM Australian Wine Fund 4,117,012 7,949,169

 RFM Australian Cotton Fund 378,394 739,444

 RFM Chicken Income Fund 4,863,454 5,291,301

 RFM RiverBank 7,735,949 7,735,949

Total available-for-sale financial assets 17,094,809 21,715,863

As a result of the Director's resolution on 24 January 2012 to wind up DAF, the investments are
valued on a liquidation basis. The directors have valued these investments at current market value
having regard to most recently traded prices for AWF and RBK and net asset values of the
investments in CIF and ACF. RFM Riverbank (RBK) units are currently subject to a capital raising
discounted by 30%, under a PDS with an application price of $1.1353 which establishes a current
market value for DAF to value its units in RBK at 31 December 2011. 

3 Events after the end of the Reporting Period

On 24 January 2012 the RFM Board resolved to commence the winding up of DAF.  The Directors
have resolved to transfer DAF’s investments in the underlying funds directly to each individual
investor and windup DAF. Therefore, the windup will be achieved by way of an in specie distribution of
DAF’s units in the underlying funds, to DAF investors. It is anticipated that the in specie transfer will
be achieved by the end of March 2012.  No further distributions are expected to be paid as it is
forecast that the costs of windup will exceed the remaining assets of the DAF.  RFM will cover any
excess costs.
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RFM Diversified Agricultural Fund 
ARSN 099 573 627

Auditor's 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 2011, there have
been:

a. no contraventions of the auditor independence requirements as set out in the Corporations Act 2001 in
relation to the review; and

b. 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: 13 March 2012
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