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Amend the Basin Plan
by David Bryant

|  RFM News

The proposed Murray Darling Basin Plan
released in October 2010 is a response
to a provision of the Water Act 2007,
that stipulates that the Basin must have
a Plan. Creating a Plan for a Basin that
contains 440,000 km of rivers, 30,000
wetlands, 2.1m people, six governments
and around half the nation’s annual
agricultural production is an important
but complex task. It is not complex
because providing water to ecosystems,
cities and farms is difficult, but because
people with vested interests make it
complex.

It is possible to distil the Plan to its
simplest elements: what it is required 
to do, and what it proposes to do.

What is the Plan required to do? The
Water Act 2007 is very prescriptive on
this point, devoting 13 pages of the Act
to this purpose. It’s first and foremost
requirement is that the Plan gives effect
to international environmental
agreements, specifically the Ramsar
Convention. The Convention on
Wetlands is an intergovernmental treaty
signed in the Caspian seaside resort of
Ramsar, Iran in 1971. All subsequent
requirements are subordinated to this
requirement.

What does the Plan propose to do? 
The Plan proposes to keep the Murray
mouth open, by sending an additional
2,000GL out to sea, and direct an
additional 1,000GL to internal wetlands.
This is a simplified, but accurate
distillation of what is proposed in 
the 262 page Guide to the Plan.

How equitable is the requirement
imposed by the Water Act, and how
sensible are the two key proposals of 
the Plan?

Tony Burke, Minister for Sustainability,
Environment, Water, Population and
Communities, argues that the
requirements of the Water Act are
equitable on the grounds that “…
economic and social considerations 
are [also] central to the Plan”. Burke
claims that advice from the Australian
Government Solicitor supports this
position.

Former chairman of the Murray Darling
Basin Authority, Mike Taylor disagrees. 
In announcing his resignation, Mr Taylor
stated that the Authority had obtained
advice that it could not compromise
environmental requirements on social 
or economic grounds. Sydney barrister
Josephine Kelly (Australian Financial
Review 8 February) has also stated that
the advice quoted by Burke does not
support his position.

As long as this issue remains unresolved,
both the environment and the economy
remain exposed to changes in legal
opinion and shifts in public opinion. 
For this reason, this issue must be
resolved in the parliament, before it is
resolved in the courts.

The Plan’s defining initiative is a proposal
to obtain an additional 2,000GL per
annum to keep the Murray mouth open
more reliably. This is undoubtedly a
sensible objective because a properly
functioning estuarine environment for this

continent’s greatest river should 
be a minimum requirement, 
particularly when it is Ramsar listed.

Whilst the objective of keeping the
Murray mouth open is sensible, the
method proposed is not. Sitting just
above the Murray mouth are Lakes
Alexandrina and Albert, known as the
Lower Lakes. These freshwater lakes
were formed in the 1930’s by
constructing 7.6km of earth and
concrete walls at the mouth of the
Murray to prevent it behaving like a
natural estuary. No other river in Australia
has been damaged in this way.

As a consequence, our nation’s greatest
river has lost the benefit of twice-daily
tidal flows, that would assist with
keeping the river mouth open. The
volume of water that should naturally
surge in and out of the Murray mouth 
is around 14 times that proposed to be
released by the Plan. Furthermore, tidal
flows, unlike river flows, are not subject
to drought.

Despite being part of a Ramsar listing,
the Lower Lakes are an environmental
catastrophe and a profligate use of
water. They have reduced fish passage
and wading birds, eroded shores, and
increased salinity. Finally they are the
largest man made water body in the
Murray Darling Basin, yet probably the
shallowest.

A Plan that proposes to annually release
2,000GL of freshwater through barrages
in the hope that the Murray mouth will
stay open, is not a good plan. That said,

RFM News  |  

the Plan also proposes to annually send
1,000GL of water to wetlands elsewhere
in the Basin. This element of the Plan has
great merit.

Unfortunately for the 2.1m people living
in the Basin, the Plan expects to obtain
much of this environmental water by
acquiring or reducing existing water
entitlements with a consequent impact
on economic activity. A far better way of
obtaining environmental water is to focus
on evaporation – particularly from large,
shallow man made water bodies.

Geoscience Australia have calculated
that by 2005 there were 519,931 man
made water bodies in the Murray Darling
Basin. Of these, 84 are state government
owned dams storing at total of 34,513
GL, while just over 502,819 are hillside
farm dams, storing 2,213 GL. The
combined surface area of all of these
man made water bodies is just over
775,000ha. Using an annual evaporation
rate of 1600mm per annum, a total of
12,412 GL per annum is being lost to
evaporation from these water storages.
Therefore the Murray Darling Basin is
losing about one third of its stored water
every year. Clearly, targeting savings in
evaporation may be a way of obtaining
the additional water required to meet the
environmental needs of the Murray.

One feature of the Basin, is that most of
the western part of the Basin is very flat
and very hot. Areas with this mix of
topography and climate are very bad
places to store water. This is because
the hot and arid climate increases
evaporation rates, whilst the flat
landscape makes it very difficult to
build deep water storages.

Deep storages are desirable because
they lose much less water to evaporation
than shallow ones. For example, Lake

Eucumbene loses 4.2% of its volume
each year to evaporation. By contrast
lakes used for storing water in the
western end of the Basin typically lose
50% of their volume each year to
evaporation.

Three of the largest man made water
bodies in the western, shallow end of
the basin, are the Lower Lakes at the
Murray mouth in SA, and the Menindee
Lakes and Lake Victoria in NSW. These
lakes collectively store 4,300 GL of
water, have an average depth of only
3.2 metres, and lose up to 1,900 GL
per annum in evaporation.

These three water bodies are without a
doubt the most inefficient and reckless
use of water in the Murray Darling
Basin. Conceived around 1930 and
constructed in the following two
decades, they were constructed in
inappropriate locations, built on the
cheap, and have had no substantial
capital expenditure to improve their
efficiency since their construction. 
Since 1930 many things have changed:
construction techniques and equipment
have improved and water is scarcer
and more valuable.

Very little of the water stored in these
three water bodies is actually put to
use. For this reason the task of storing
real water needs could be achieved by
construction of deeper, but less
expansive storages in the west, or
storing the water further east in existing
storages made even deeper to contain
the additional requirement.

Modern technology, such as large
hydraulic earth moving equipment, 
have made it possible to cost effectively
construct more efficient storages in 
flat terrain. Ironically, these types of
storages are commonplace on cotton
farms.

Construction of high earthen walls allows
for deeper storage, but can necessitate
the requirement to lift water with pumps,
rather that allowing gravity to seek out a
low lying area. Modern pumps can
achieve this task for around $5,000 per
GL, which is negligible considering the
water being lost to evaporation is worth
$150,000 per GL.

Another technology is that of aquifer
recharge and recovery. This entails
draining water into an underlying aquifer,
then utilising pumps to recover the water
when it is needed. The pumping costs of
this type of system is around $50,000
per GL, with the advantage that there is
zero water lost to evaporation.

A Plan for the Murray Darling Basin is
essential for preserving the multitude 
of majestic environmental assets that it
hosts. However the Plan requires several
changes:

1. Absolute clarity regarding the ability
and degree of compromise to
environmental outcomes on social 
or economic grounds.

2. Relocation of the Barrages to
Wellington and restoration of the
Murray estuary to that point.

3. Recovery of environmental water
through the removal of shallow man
made water bodies.

4. Withdrawal of the proposal to divert
additional freshwater out of the
Murray mouth in the absence of
evaporation or efficiency savings.

The combination of these four initiatives
will deliver equity to the Basin community
and water to its wetlands.

< Cover Photograph: Lachlan River, Hillston NSW, after record rains.



RiverBank has rewarded unitholders
with a stellar performance in the 
12 months to 31 December 2010,
delivering 41.12% total return for 
this period.

Like DAF, RiverBank has benefited 
from the capital uplift in the wake of the
recently completed $16.5 million raising.
However the underlying performance 
of RiverBank has been outstanding 
with a grossed up total annualised 
return of 21.65% for the three years 
to 31 December, and an annualised
15.60% return for the past five years.

In the last newsletter (November 2010),
it was reported that the Murray Darling
Basin Authority (MDBA) had released
its draft plan that envisaged a reduction
in consumption use of between 1,000
and 2,000 GL a year. 

Since then, the MDBA has announced
it is reassessing the situation as
questions have been raised over the
modelling used to reach the initial
conclusion of reducing consumption 
by this amount. Consultants are now
checking the numbers, as well as
taking into consideration the socio-
economic impact of any reduction in
water consumption.

RFM expects the MDBA to recommend
a reduced level of water consumption,
although not as significant as initially

announced. RFM has put in place a
management plan to manage the
expected cutbacks.

As RFM awaits this report on water
consumption, on the ground its
management team at Hillston that
oversees the operations at the Mooral
and Yilgah orchards have had to
contend with the wettest year in the
past 129 years. 

In 2010, Hillston received 815.6
millimetres of rain, the heaviest rainfall
since records began in 1881. Indeed,
only once in the past 10 years, in 2000,
did the rainfall exceed 500mm, and
then by the barest of margins at
500.1mm. The average annual rainfall
over the past 129 years has been
366.34mm, giving another indication of
just how heavy the rainfall was in 2010.

The rainfall has disrupted preparation 
of the almond harvest, delaying the
harvest, which had just begun, by a 
few weeks. Whilst the rain has brought
short-term problems, longer term it 
will prove enormously beneficial for the
orchards, according to Daryl Winter,
RFM’s National Manager – Almonds.

“The outlook is excellent. The trees are
really growing well, and the buds that
are appearing for next year’s crop
would suggest that if we get
reasonable weather during flowering,
then we are in for a bumper crop.”

This season, however, the wet weather
has disrupted cross pollination, and
that has affected the crop. Although
yields are within their target ranges 
for the 2006, 2007, and 2008 crops
with predicted yields of 2.2 tonnes, 
1.2 tonnes and 0.3 tonnes,
respectively, RFM had been hoping 
for slightly higher numbers. 

RiverBank has received a handy cash
injection by utilising some of its excess
land with the growing of a winter wheat
crop. About 780 hectares of wheat was
planted in June and harvested in
January.

Matthew Mitchell, National Manager –
Cotton and Technical & Operations
Manager Hillston, says: “The initial
outlook was very promising with some
solid winter rain, but heavy rainfall late
in the growing season in November
and December resulted in downgrades
of quality. However we still managed 
to maintain good yields.”

The crop averaged about 3.7 tonnes
per hectare or about 3,000 tonnes at
an average price of $180 per tonne for
a net margin of $369,000. “It was a
good outcome, although without those
late rains it could have fetched between
$220 and $230 a tonne,” he says.

RFM RiverBank (RiverBank) ARSN 112 951 578

RFM’s flagship fund, the RFM
Diversified Agricultural Fund (DAF), 
has continued to provide unitholders
with outstanding returns for the 
12 months to 31 December 2010.

DAF, whose performance is
underpinned by three investments –
RiverBank, the Chicken Income Fund
(CIF) and RFM’s two viticultural funds,
has achieved returns of 23.5%
(inclusive of franking credits) for that
period. Although DAF’s performance is
still benefiting from the capital uplift due
to the redemption of DAF units owned
by Great Southern Ltd at a deep
discount, it does not detract from the
strong underlying performance of the
funds, particularly RiverBank and CIF.

For the five years to 31 December, 
DAF has achieved annual grossed up
returns of 9.15%, ahead of its
investment goal of CPI plus 5% (7.96%)
by 1.19%.

CIF’s grossed up total returns for 
the 12 months to 31 December was 
a solid 7.40%. Difficulties encountered
because of the wet winter and spring
have been largely resolved, with the
settlement outcomes agreed and
documented.

Baiada claimed that RFM management
and facilities were at fault when the
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RFM Diversified 
Agricultural Fund (DAF) ARSN 099 573 627

DAF (as at 31 Dec 10) 1 Mth 3 Mth 6 Mth 1 Yr 2 Yr2 3 Yr2 4 Yr2 5 Yr2 Inception2

Distributions 2.07% 2.03% 4.54% 11.20% 5.85% 6.36% 6.50% 6.82% 5.87%

Growth 1.46% -0.49% -1.62% 12.33% 1.65% 3.15% 2.05% 1.76% 0.89%

Total Returns 3.53% 1.54% 2.92% 23.53% 7.50% 9.51% 8.55% 8.58% 6.76%

Grossed Up Returns1 3.54% 1.54% 2.92% 23.53% 7.50% 10.00% 9.27% 9.15% 7.09%

CPI + 5% (as at 30 Sep 10) 0.64% 1.92% 3.81% 7.79% 7.02% 8.00% 7.71% 7.96% 7.84%

Value Added/Subtracted 2.90% -0.38% -0.89% 15.74% 0.48% 2.00% 1.56% 1.19% -0.75%

1. Effective return including franking credit
2. Rolling annualised figures

Table 1: DAF Rolling Returns
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RiverBank (as at 31 Dec 10) 1 Mth 3 Mth 6 Mth 1 Yr 2 Yr2 3 Yr2 4 Yr2 5 Yr2 Inception2

Distributions 1.72% 1.71% 3.35% 11.06% 5.83% 6.83% 10.19% 6.55% 5.84%

Growth -0.34% -0.98% 5.68% 30.06% 14.39% 14.82% 16.04% 9.05% 8.83%

Total Returns 1.38% 0.73% 9.03% 41.12% 20.21% 21.65% 26.23% 15.60% 14.67%

Grossed Up Distribution Returns1 1.72% 1.71% 3.35% 11.06% 5.83% 7.04% 11.04% 7.02% 6.25%

Grossed Up Total Returns1 1.38% 0.73% 9.03% 41.12% 20.21% 21.85% 27.08% 16.07% 15.08%

1. Effective return including franking credit
2. Rolling annualised figures

Table 2: RiverBank Rolling Returns

farms experienced a wet litter issue in 
the second half of last year and was
seeking damages. RFM strongly 
denied any management liability 
and, to resolve the dispute without 
legal recourse, RFM has reached
agreement with Baiada to upgrade 
the older Riverina sheds to the value 
of $3 million. Daniel Edwards, RFM
Portfolio Manager, says: “It was a 
good commercial outcome for us. 
The upgrading of the sheds is
something that will enhance our
operations considerably.”

RFM and Baiada have reached
agreement on a performance scheme
for 2011 and this is expected to
provide the framework for performance
payments into the future. 

RiverBank was a positive contributor 
to the DAF performance via its fully
leased almond orchards at Hillston.

The Hillston region has experienced
very wet conditions recording its
highest annual rainfall for the past 
129 years with 815.6 millimetres 
falling in 2010. These conditions have
slightly disrupted harvest preparation,
however RFM is still expecting good
results from the 1,800 hectares of
almonds grown on the Mooral and
Yilgah properties. One-third of the
almond orchards are leased to 

Growers in three tax-effective 
Almond Schemes and two-thirds 
of the orchards are leased to the
publicly listed Select Harvests.

The outlook for RFM’s two viticultural
funds is more optimistic after several
years of tough trading conditions
caused by over-production, a high
dollar, lack of overseas demand due to
the GFC and industry rationalisation
with the mergers of large wine
companies.

The UPVF returned a negative 2.17%
for the 12 months to 31 December, 
and AIT Fund a negative 1.14%. 
These returns compare favourably 
with other viticultural operations, and
are in stark contrast to the returns 
for two years to 31 December when 
both funds were negative 23.27% 
and 22.82% respectively.

The minimum subscription for the
discounted Rights Issue Offer has 
been met and the two funds are 
in the process of merging. DAF is
participating in the Rights Issue Offer 
in order to benefit from the significant
capital uplift this investment is likely to
bring. The capital injection will be used
to reduce debt, whilst the merger
provides savings in administration
costs. 
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RFM Chicken 
Income Fund (CIF) ARSN 105 754 461

CIF (as at 31 Dec 10) 1 Mth 3 Mth 6 Mth 1 Yr 2 Yr2 3 Yr2 4 Yr2 5 Yr2 Inception2

Distributions 2.79% 2.83% 5.68% 12.28% 12.52% 11.77% 11.36% 11.48% 11.08%

Growth -2.11% -0.54% -1.35% -4.89% -4.59% -7.58% -6.01% -3.45% -1.89%

Total Returns 0.68% 2.29% 4.33% 7.40% 7.93% 4.18% 5.35% 8.03% 9.19%

Grossed Up Distribution Returns1 3.21% 3.26% 6.76% 13.39% 13.08% 12.12% 11.67% 11.84% 11.42%

Grossed Up Total Returns1 1.10% 2.72% 5.41% 8.50% 8.48% 4.54% 5.66% 8.39% 9.53%

1. Effective return including franking credit
2. Rolling annualised figures

Table 3: CIF Rolling Returns

Adriaan Shields
National Manager – Poultry

RFM is planning to expand the nature
and scope of the RFM Chicken Income
Fund operations and intends to begin
capital raising this year to fund this
expansion. 

CIF unitholders will soon be asked to
approve the inclusion of other types of
livestock through an investment in RFM
StockBank (StockBank). This strategy
will be funded by a capital raising
commencing in May. 

RFM Managing Director, David Bryant
noted that there were three main
advantages in introducing other
livestock to the CIF. “The introduction 
of sheep and cattle fattening to the
CIF will alter the capital profile of the
fund, allowing for more frequent
redemption offers to unitholders. 
At present the CIF’s capital is 

invested in infrastructure. There 
is no requirement for infrastructure
investment with sheep and cattle
fattening, rather the capital is returned
at the completion of each cycle. This
means that the amount invested in
StockBank can be adjusted according
to liquidity requirements. Using this
mechanism, RFM intends to increase
redemption offers to a semi-annual
basis within the next 12 months. 

“Counterpart diversification is also an
advantage. At present the CIF only has
one counterpart, and the expansion
into other livestock and expanding our
poultry operations will provide revenue
streams from different sources.”

Importantly, with four trials now
completed, RFM is confident that the
sheep and cattle fattening opportunity
will be earnings accretive for the CIF. 

Detailed information will be provided
shortly and it is expected unitholders
will be invited to vote on this proposal
in April.

In the second half of the year, it is
RFM’s intention to seek further
opportunities within the chicken
growing industry. Adriaan Shields,
National Manager – Poultry, says: 
“This industry is growing rapidly and
RFM wants to be part of that growth.
Currently we supply Baiada Poultry,
and there are opportunities to diversify
to other processors. It’s early days yet,
but that’s our current thinking.”

The evidence of this industry’s growth
is not hard to find. Baiada has gone
public in stating that it would like to
double production in Griffith. Other
processors have made similar
comments in the media, all cognisant
of the fact that the price of chicken
meat makes it very competitive
compared with beef and lamb. 

Adriaan says the cost of constructing 
a new shed is about $1 million.
“Obviously how many sheds we can
build will depend on how much capital
we can raise. We are experienced
developers and operators and well
respected in the Australian poultry
industry so I expect there will be several
opportunities to pursue.”

Currently RFM operates 154 sheds with
134 in the Riverina district in southern
New South Wales and the remainder
near Geelong, Victoria. Annual
production is about 26 million birds.

RFM is not only focussing on
expansion; there has been a concerted
effort by management to drive
efficiencies across their operations, 
as Adriaan explains. “In this business
there are basically three costs centres –
labour, utilities (gas and electricity), 
and repairs and maintenance. 

“We have been working very diligently
to get costs down across the board.
Luckily for us it’s not a labour intensive
industry. For a typical 10-shed farm that
produces 257,000 birds six times a
year, you’ve got a manager, a leading
hand and a farm hand.”

RFM is pleased to announce the
appointment of Herman De Waal as the
new Area Manager in Griffith. Herman
has been in the chicken industry for ten
years in New Zealand, managing the

production side of a poultry company
called Brinks Poultry, based close to
Auckland. Herman has significant
experience in managing livestock and
brings a wealth of industry experience.

Heavy rain last year in the Riverina
brought with it higher humidity, causing
the problem of wet litter in the sheds.
Adriaan says the problem has
disappeared with the warmer weather. 
“It was really the only problem we 
had with the wet weather. Although 

we have had record-breaking rains in
the Riverina, there’s been no flooding 
of the Murrumbidgee in our area. 
Its banks didn’t break, which was 
a great relief to everyone.”
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The outlook for RFM’s almond harvest 
is positive, despite the heavy rains 
that have disrupted preparation, says
Daryl Winter, RFM’s National Manager –
Almonds.

“We’re now harvesting, although we
started about two weeks later than
usual, which is a good summary of 
what this season has been all about –
the weather has delayed most tasks by 
a couple of weeks. It’s been a lot cooler
and wetter which we haven’t seen for
many years.

“Saying that, it’s been reasonable
weather since the beginning of this year
and for the most part we’ve been able to
catch up. After the past few years I never
thought I would hear myself say this, but
thank goodness for a bit of dry weather.”

Farm update: Daryl Winter, 
National Manager – Almonds

Daryl is not overstating the case. The
815.6 millimetres of rain that fell in the
Hillston area in 2010 is the heaviest
annual rainfall there since 1881 – 129
years ago. And it was 10 years ago, in
2000, when the rainfall last exceeded
500mm, barely reaching that target at
500.1mm. The average rainfall for
Hillston since 1881 has been 350mm,
meaning last year’s rainfall was nearly
three times the average.

Accompanying the rain has been an
outbreak of disease that shows up on
the leaves, although RFM soon had it
under control. “It appears during cool,
wet periods, and while it annoys us the
reality is it has no negative impact on the
harvest or future harvests. It’s really all
about management pride – we just don’t
like having any disease in the trees.” 

For Daryl, who oversees RFM’s 1,800
hectares of almonds grown on the
Mooral and Yilgah properties (of which
one-third is for Growers and two-thirds 
is leased to the publicly listed Select
Harvests) there is a silver lining to all this
rainfall. “Although it’s caused a bit of
hardship, there’s no arguing the medium
and long-term benefits that will result.

“The trees are really growing well, and
the buds that are appearing for next
year’s crop would suggest that if we get
reasonable weather during flowering, 
we can expect a bumper crop. After 
the drought and the heavy rain, it’s 
really quite exciting.”

Although the prognosis for next season
is very encouraging, the likely yields for
this year’s harvest are slightly below
what RFM was anticipating before the
heavens opened.

“When you get a lot of rain during the
flowering, the simple fact is it disrupts
cross pollination, and that affects the
crop. I think we have come out of this
better than many others in the district,
but you can’t hide the fact that yields
won’t be as high as we hoped.”

For this year’s harvest of the 2006
planting, which are two years away from
maturity, Daryl is expecting 2.2 tonnes of
kernel per hectare. “We would have liked
it to be up around 2.5, but we are still on
track to achieve 3.5 tonnes per hectare
by the time the trees reach maturity.”  

The 2007 plantings are expected to
return 1.2 tonnes per hectare this
harvest, and the 2008 plantings, which
are producing their first crop, should be
about 0.3 tonnes per hectare. “With the
2008 crop it hasn’t just been an issue of
too much rain, these trees inevitably
suffered some disruption due to the GSL
receivership. Now all those issues have
been resolved, I expect both the 2007
and 2008 plantings to be back on track
next year.”

RFM Almond Fund 2006
(AF06) ARSN 117 859 391

2007 and 2008 Great Southern
Almond Income Projects
(Great Southern 2007 Almond Income Project) ARSN 124 998 527
(Great Southern 2008 Almond Income Project) ARSN 127 947 960

RFM Land Trust (Land Trust) ARSN 128 112 443

The restructuring of the RFM Land
Trust is continuing. The 23 properties
located in the four states of Western
Australia, South Australia, Tasmania
and Victoria have either been leased on
commercial terms, redeveloped or are
being prepared for lease or sale. 

Further positive news for unitholders
was the decision by Black Tree Pty Ltd
to withdraw its proposal to undertake
legal action to reinstate the leases over
the Land Trust properties. That decision
was made on 21 December 2010.

Nathan Payne, Manager – Acquisitions,
says: “The numerous adjournments of
the Black Tree meetings had delayed
RFM in implementing the individual
property plans due to uncertainty
around possible legal action to reinstate
the leases, but we’re now pleased to
say that we are progressing well with
the properties in all four states.”

Western Australia

• RFM is completing the
redevelopment of two properties from
forestry (by removing the coppice) to
agricultural use. Once this task is
completed they will either be leased
or sold, depending on which option
maximises the return to unitholders.

• Negotiation with an ASX-listed
company to lease the remaining 
11 properties at attractive commercial
rates with quarterly lease payments,
are expected to be finalised in March.
Lawyers are reviewing the contracts
and if the transaction is successful,
these 11 properties will be cash flow
positive.

• The total land area of the 13 properties
is 5,633 hectares.

South Australia

• The three Kangaroo Island properties
are now being occupied by livestock
on an agistment arrangement with
other graziers. All three properties are
cash flow positive.

• The other South Australian property,
which is just west of Penola in the
state’s south near the Victorian
border, has been listed for sale and 
is expected to be contracted shortly
close to its 2010 valuation.

• The total land area of the four
properties is 2,097 hectares. 

Victoria

• The five properties in the Gippsland
region are being sold. Contracts for
sale have been drawn up for two
properties, there is strong interest in
two of the other properties, and the
fifth has been listed for sale. Similar
to South Australia, sale of the
properties should be close to 
2010 valuation. 

• The total land area of the five
properties is 466 hectares.

Tasmania

• RFM withheld this property for sale
until the outcome of the proposed
Gunns Bell Bay pulp mill was known.
Now that the mill has been approved,
this 144-hectare property (located in
the state’s north-east) will be placed
on the market.

RFM is also considering the possibility
of merging the Land Trust with its
Diversified Agricultural Fund (DAF) via 
a ‘scrip for scrip’ offer. Payne says: 
“We can see real benefits for Land
Trust unitholders being part of DAF 
with its long history of paying quarterly
dividends.

“The benefits of the proposal will be
communicated in due course once
further evaluation has been completed.
Unitholders can rest assured they will be
kept informed every step of the way.”

Nathan Payne
Manager – Acquisitions
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RFM Ultra Premium
Vineyard Fund (UPVF) ARSN 099 573 485 

Agricultural Income 
Trust Fund 1 (AIT) ARSN 093 804 276

RFM has escaped the worst of the 
“big wet” with its vineyards in South
Australia and Victoria promising a
quality crop on the cusp of the
harvesting season.

David Murdock, RFM National Manager
– Viticulture, says: “At this stage, 
given the weather we’ve experienced,
I’m particularly pleased with how the
vineyards look. With the amount of 
rain we have received there was a risk
we would produce large berries and
bunches, impacting quality. Evidence 
of this has been seen in vineyards 
in low lying areas where water has
accumulated. 

“Most of our vineyards, however, are on
hills or in undulating country where the
rain has run off, so our berry/bunch size
is significantly smaller than many other
vineyards. It means we are well placed
to produce a quality crop again.” 

Murdock expects harvesting to begin 
in late February or early March. “In the
past few years we’ve started harvesting
in early February because of the dry,
hot summers. But this year it’s back 
to a more ‘normal’ regime with harvest
beginning about three weeks later. 
We haven’t harvested at this time for
about five years – which just shows
how dry it’s been in previous years.”

The heavy rains have been a catalyst
for an outbreak of disease in many
vineyards. Although this has hurt other
growers, RFM has emerged relatively
unscathed, as Murdock explains. 
“The heavy rains before Christmas
sparked an outbreak of disease that 
we have been able to control by having
chemicals on hand, as well as having
good agreements with our suppliers to
secure more chemicals. Others haven’t
been so lucky. Indeed, for some
growers, especially those with a smaller
crop, the bill for chemicals has been
the straw that’s broken the camel’s
back.”

The upside of the heavy rains has been
the cost savings that come from not
having to irrigate. In previous years, 
the irrigation program commenced 
in October. This year, irrigation was
generally restricted to shallow soils,
with no requirement for a full irrigation
program. The reduced cost associated
with the lower irrigation requirement
aided in offsetting the additional
chemical cost needed as a result 
of the wet season.

In terms of the broader market for
grapes, Murdock says the consensus
of industry opinion suggests that it has
“plateaued out”. 

“If there are no more shell-shocks in 
the pipeline then over the next couple
of years we should see some
improvement in the markets. The global
problem remains the same: oversupply.
But developing nations such as China
and India offer a silver lining; there’s
little doubt more wine consumption 
will accompany greater affluence.

“That will soak up the excess quite
quickly. We’re a good neighbour and
trading partner to China so there’s no
reason why we wouldn’t benefit from
them increasing consumption. In
addition, the UK, US and Canadian
markets have all stabilised, so that’s
another positive.”

RFM is also pleased to announce that
the two pre-conditions to the AIT and
UPVF Merger, being the minimum
subscription for the discounted UPVF
Rights Issue Offer of $4 million and
RFM securing a banking facility on
suitable terms for the merged entity,
have been met and the two funds will
merge. 

The capital raised will be used to
reduce debt, whilst the merger provides
savings in administration costs, asset
diversity and flexibility within the fund.
These actions place the UPVF in a
more robust position.
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David Murdock
National Manager – Viticulture

Lachlan Farming Limited
(LFL) ACN 082 230 028

Lachlan Farming Limited (LFL) share
price remains relatively steady state
following the initial return of capital paid
to Shareholders in July 2010.

The next distribution and the final
distribution are scheduled for July 2011
and December 2011 respectively. LFL
is forecast to return to $0.9098 per
share in total. 

RFM Australian Cotton Fund
(ACF) ARSN 099 573 690

The RFM Australian Cotton Fund (ACF)
unit price remains steady as
Unitholders await payment of the
remaining distributions.

The next distribution and the final
distribution are scheduled for 
July 2011 and January 2012
respectively. The total distributions
expected to be made to Unitholders 
is forecast to be $1.38 a unit.

UPVF (as at 31 Dec 10) 1 Mth 3 Mth 6 Mth 1 Yr 2 Yr2 3 Yr2 4 Yr2 5 Yr2 Inception2

Distributions 0.00% 0.00% 0.00% 0.00% 0.62% 0.85% 0.67% 0.55% 0.35%

Growth 0.09% 0.56% -1.33% -2.17% -23.90% -21.83% -17.77% -15.50% -6.72%

Total Returns 0.09% 0.56% -1.33% -2.17% -23.27% -20.98% -17.10% -14.95% -6.37%

Grossed Up Distribution Returns1 0.00% 0.00% 0.00% 0.00% 0.62% 0.85% 0.67% 0.55% 0.35%

Grossed Up Total Returns1 0.09% 0.56% -1.33% -2.17% -23.27% -20.98% -17.10% -14.95% -6.37%

1. Effective return including franking credit
2. Rolling annualised figures

Table 4: UPVF Rolling Returns

AIT (as at 31 Dec 10) 1 Mth 3 Mth 6 Mth 1 Yr 2 Yr2 3 Yr2 4 Yr2 5 Yr2 Inception2

Distributions 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

Growth 0.00% 0.29% 1.82% -1.14% -22.82% -14.80% -11.26% -9.51% -5.88%

Total Returns 0.00% 0.29% 1.82% -1.14% -22.82% -14.80% -11.26% -9.51% -5.88%

Grossed Up Distribution Returns1 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%

Grossed Up Total Returns1 0.00% 0.29% 1.82% -1.14% -22.82% -14.80% -11.26% -9.51% -5.88%

1. Effective return including franking credit
2. Rolling annualised figures

Table 5: AIT Rolling Returns

Disclaimer: Rural Funds Management (RFM) AFSL No. 226701 has prepared this publication based on information available to it. Although all reasonable care 
has been taken to ensure that the facts and opinions stated herein are fair and accurate, the information provided has not been independently verified. Accordingly,
no representation or warranty, expressed or implied is made as to the fairness, accuracy, completeness or correctness of the information and opinions contained
within this document. Whilst RFM has taken all reasonable care in producing the information herein, subsequent changes in circumstances may occur at any time
and may impact on the accuracy of this information. Neither RFM, nor its directors or employees guarantee the success of the fund, including any return received
by investors in the fund. Past performance is not necessarily a guide to future performance.

The information contained within this document is a general summary only and has been prepared without taking into account any person’s individual objectives,
financial circumstances or needs. When deciding if any RFM investment is suitable for your needs and circumstances, obtain a copy of the relevant Product
Disclosure Statement issued by RFM. Before making any decisions to invest, a person should consider the appropriateness of the information to their individual
objectives, financial situation and needs, and if necessary seek advice from a suitably qualified professional.
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For Adriaan Shields,
RFM’s National
Manager – Poultry, it’s
been a long journey from
the small town of
Bethlehem in South
Africa’s Orange Free
State, to Griffith in the
Riverina region of New
South Wales, but it’s a
journey he has no
regrets about making. 
As head of RFM’s 
poultry division, he 
runs an operation that
produces 26 million
chickens annually, and 
is looking to expand.
“Chicken farming was not the first thing
on my mind when I started my career 
in farming after completing my degree

(a Bachelor of Science majoring in
livestock management and pasture
management at the University of the
Orange Free State at Bloemfontein, the
state capital). I spent the first two years
out of university working on the family
farm, a 2000 hectare property which
was a mixed farm boasting crops,
livestock and dairy – and then went
back to university to get an honours
degree.

“Armed with my honours degree, 
I started working for a cheese
manufacturer called, appropriately
enough, Dairybelle. It was a national
company and I spent four years
working there. I started off as Service
Manager and then became a Depot
Manager. My role was to work with 
the dairy farmers, advising them on the
best practice in milk production, as well
as coordinating the delivery of milk.”

Adriaan had a promising career at
Dairybelle, if he had chosen to stay. 
The South Africa of the mid-1990s,
however, was a country undergoing
rapid political, social and economic
change. Nelson Mandela, the anti-
apartheid activist released from jail 
in 1990 after 27 years, was elected
president in 1994 in that country’s 
first fully democratic vote. 

For Adriaan, as for many other South
Africans, Australia offered opportunity
and security. “Like many of my
compatriots, I was looking for a better
future and for more opportunities.
Australia just naturally appealed; there
are many similarities with South Africa
such as a shared linked with the British
Empire, the climate and, of course, a
love of sport.”

His first port of call was a long way
from the Riverina; working for one year
on a feedlot in a small town called
Springsure at the foot of Mount Zamia
in central Queensland. “It was run by a
private operator and it gave me a good
introduction to my adopted country.

“I quickly knew I had made the right
decision. Being in central Queensland
there were so many reminders of
home. The climate, social activities,
cricket, rugby; it was just like home. 
So it wasn’t hard to adjust.” Not
everything is the same, however. 
“There are a few, small cultural things
that are very different, that are unique
to Australia, and that you need to get
used to. In particular, the slang;
expressions such as ‘tucker’, ‘telling 
a yarn’, are distinctly Australian.

“I also noticed how people were laid
back, very easy going. Another thing
that struck me, especially in central
Queensland, was that people didn’t
lock everything up. It might have
changed now but that’s what it was
like then. Those relaxed times were
long gone in South Africa.”

The feedlot only kept Adriaan for a year,
as the opportunity arose to take a
position with the chicken processor
Bartter Enterprises (which was acquired
by Baiada Poultry in July 2009), and 
he grabbed it with both hands. 

“It was my first introduction to the
poultry industry when I joined Bartter 
in 2000. It wasn’t too daunting; I had
grown up on the land, my academic
qualifications were in agriculture, and 
I had experience in other intensive
forms of farming such as livestock 
and dairy. So while I was expecting
challenges, I thought I could meet
them.”

Starting as a Relief Manager, he was
promoted to a Farm Manager, and was
running one of their largest operations
when RFM acquired that side of the
business from Bartter in 2003. Today,
Adriaan knows he has found his niche -
sitting at the head of an operation that
spans 154 sheds in the Riverina and
Victoria (134 in Griffith and 20 in
Geelong) and produces about 26
million chickens a year.

“This is a great industry. Chicken meat
is one of the cheapest meats available
and that underpins its future. At the
same time it’s well structured. We have
six batches a year with each batch in 
the sheds for eight weeks. In this
environment, where you operate in 
an environmentally controlled shed 
and are not as exposed to the vagaries
of the weather, you can implement best
practice and then just strive to keep
improving.”

For Adriaan, it’s an exciting time. 
The demand for chicken meat is
growing exponentially. Baiada has
recently announced it wants to double
production, the major retailers are
looking to expand their poultry range
(particularly free range chickens), and
RFM is perfectly poised to capitalise 
on this. “The building blocks are in
place. I think the next few years will 
be exciting for RFM and the CIF
unitholders.” Adriaan’s journey is 
far from finished.


