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Important Information 

The Funds
This Information Memorandum (IM) is dated 13 March 2019 
and relates to the invitation to apply for units (Offer) in an 
investment vehicle comprising the Australian Farmlands Fund 
(ABN 42 131 895 780) and the Australian Farmlands Operating 
Fund (ABN 96 399 684 842) which operate together under a 
stapled unit trust structure (the Funds). (Refer also Section 13.1)

Kilter Investments Pty Ltd (ACN 152 558 113, AFS licence 
number 414142) is the trustee of the Funds. The Trustee has 
appointed Kilter Pty Ltd (ACN 111 305 349, Kilter Rural) 
to manage the Funds’ assets.

No person is authorised to provide any information or to 
make any representation in connection with the Funds 
or the issue of units, which is not contained in this IM.

Wholesale Investors Only
The regulated fundraising (product disclosure statement) 
requirements of the Corporations Act do not apply to this 
Offer. The invitation to invest under this IM can only be made to 
recipients who qualify as ‘wholesale clients’ under subsection 
761G(7) of the Corporations Act or as ‘sophisticated investors’ 
under Section 761GA of the Corporations Act (refer to the 
definitions of ‘wholesale investor’ and ‘sophisticated investor’ 
in the Glossary, Section 15). 

Each recipient of this IM represents and warrants to the 
Trustee that it is, and at all times during the term of the 
Funds will be, a ‘wholesale client’ as that term is defined in 
the Corporations Act. This IM is provided to each potential 
investor on the condition that it is strictly confidential and is 
solely for the use of the potential investor and its advisers. 
It must not be provided to any other party without the 
written consent of the Trustee, which may be withheld in 
its absolute discretion.

This invitation to invest is available to persons receiving 
the IM within Australia. None of the Trustee, its directors, 
employees, members, associates or related entities, or any 
other person related to the Funds, represent that this IM 
may be lawfully offered, in compliance with any applicable 
legislation or other requirements in any other jurisdiction, or 
pursuant to an exemption available under another jurisdiction. 
Nor do any of them assume any responsibility for facilitating 
any such distribution or offering.

No Liability
This IM has been prepared to the best of the knowledge 
and belief of the Trustee. The IM is comprised of statements 
of intent and opinion, many of which may or may not be 
realised or be accurate. The Trustee believes the information 
in this IM, including statements of intent and opinion, 
are based on reasonable assumptions. However, to the 
maximum extent permitted by law, none of the Trustee, 
its directors, employees, members, associates or related

 entities, or any other person related to the Trustee represent 
or warrant the accuracy or completeness of this IM, or any 
information contained in it, and no responsibility or liability 
will be accepted by the Trustee, nor its directors, members, 
associates or related entities, nor any other person related to 
the Trustee for any loss or damage, howsoever arising, which 
results from reliance in whole or in part on such matters. 
The recipient agrees that it shall not sue nor hold any of the 
Trustee, its directors, employees, members, associates or 
related entities, or any other person related to the Trustee 
liable in any respect whether in contract, negligence, 
equity or otherwise by reason of provision of the IM or any 
subsequent information and expressly releases them from 
such claims.

Forward Looking Statements and Past Performance
Statements in this IM are made as at the date of this IM. 
Neither the delivery of this IM at any time nor the issue of 
any units in the Funds shall, under any circumstances, create 
an implication that the information contained in this IM is 
correct as of any other time subsequent to such date. No 
representation or warranty, express or implied, is made as to 
the accuracy or completeness of any information contained 
in this IM and other material that may be distributed with 
or be made available in connection with this IM. Nothing 
contained in this IM is, or shall be relied upon as, a promise 
or representation as to the past or the future.

This IM does not purport to be complete, accurate or contain 
all information which recipients may require to make an 
informed assessment of whether to invest in the Funds. 
No obligation is imposed upon the Trustee, its directors, 
employees, members, associates or related entities, or any 
other person related to the Trustee to advise a recipient of 
any information of which any party becomes aware of or any 
change to, or error in, the information contained in this IM.

This IM contains information on target returns and other 
forward looking statements which are not guarantees of 
future performance. Actual returns may be materially different. 
Similarly, any references to past performance in this IM are not 
an indication of, or guarantee of, future performance.

Seek Independent Professional Advice
This IM is not intended to be and does not constitute a 
recommendation by the Trustee, Kilter Rural or any other 
person associated with either of them in relation to an 
investment in the Funds, nor does it constitute an offer to 
invest in the Funds. It is important that you read the entire IM 
before making any decision to invest in the Funds. Recipients 
should note that this IM has not been prepared with the 
objectives, financial situation or particular needs (including 
financial and taxation considerations) of any individual person, 
or class of persons, in mind. Before making an investment 
decision, recipients should consider whether the investment 
is appropriate to their needs, objectives and circumstances. 
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The Funds are subject to risks and an investment in the Funds 
is only suitable for experienced investors with an awareness 
of the nature and likely quantum of the risk factors set out in 
Section 10. Recipients should independently verify the material 
contained in this IM and must rely on their own enquiries and 
seek professional advice (including financial, taxation and legal 
advice) as to the wisdom, or otherwise, of an investment in the 
Funds and as to the accuracy and completeness of this IM.

Investments in the Funds are not deposits or liabilities of the 
Trustee. The Funds are subject to investment risk, including 
the possibility of delays in payments of distributions, if any, 
or the complete loss of income or capital.

This IM must be read in conjunction with the Constitutions of 
the Funds. Potential investors should read the Constitutions 
for further information regarding the rights and obligations 
of investors in the Funds and the rights and obligations 
of the Trustee. If there are any inconsistencies between this 
IM and the Constitutions, the Constitutions will prevail.

The defined terms used throughout this IM are set out in 
the Glossary in Section 15.

Investing Has Risks
This IM is comprised of statements of intent and opinion 
and forward-looking statements. While in preparing the 
information that comprises these statements the Trustee has 
used all reasonable endeavours to ensure that at the time 
prepared they are based on reasonable assumptions, they 
may not be realised or be accurate.

Each of the Trustee, its related bodies and each of their 
respective directors, officers and associates, do not guarantee 
the performance or success of the Funds, the achievement 
of target returns presented in this IM, the payment of 
distributions to investors, the repayment of the investors’ 
application monies, the amount an investor will receive on 
redemption, or any income or capital return or the taxation 
consequences of investing. An investment in the Funds 
involves risks, which are summarised in Section 10 of this IM.

Confidentiality
This IM is provided to each potential investor on the 
condition that it is strictly confidential and is solely for the 
use of the potential investor and its advisers. It must not be 
provided to any other party without the written consent of 
the Trustee, which may be withheld in its absolute discretion.

Other Information
No person is authorised to give any information or make 
any representation in connection with an investment in the 
Funds, the Offer, or the Project, other than those prescribed 
in this IM. Any information or representation made to you 
by a person that is not contained in this IM cannot be relied 
upon as having been authorised by the Trustee.

Updating this Information Memorandum
The Trustee has no obligation to update the information 
in this IM. However, the Trustee may from time to time 
provide updated information to investors on its website at 
www.kilterrural.com or as an addendum or as an update 
to this IM. Upon request by investors, the Trustee will 
provide a printed copy of that updated information.
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Dear Investor,

On behalf of Kilter Investments Pty Limited as Trustee, it is my pleasure to invite you to invest in the 
Australian Farmlands Funds. 

The Funds present an opportunity for investors to invest with Kilter Rural, one of Australia’s most 
experienced agricultural asset managers in irrigation farmland development, water and supporting 
ecosystem protection and farmland enhancement.

Kilter Rural has an enviable record in the transformation of Australian farming landscapes and 
innovation in water markets to deliver investors sound long-term financial returns with positive 
environmental and social impact.

The Funds apply Kilter Rural’s successful Future Farming Landscapes (FFL) investment model to 
generate yields from high-value cropping rotations on irrigated farmland and optimize available Water 
Entitlements through on-farm crop production or through the sale of Water Allocations in a highly 
regulated and sophisticated water market. The Funds also benefit from expected long-term capital 
appreciation of farmland renewal and Water Entitlements. 

The investment case for investing in irrigated Australian farmland, water and environmental assets is 
compelling. Demand for these precious resources continues to rise as growing global populations, 
climate change and unsustainable land management practices place increasing pressure upon the 
earth’s scarce and finite natural assets.

Recent increases in per capita wealth across the middle classes of Asia is further driving demand 
for clean and green food and fibre products produced in an environmentally sustainable manner. 
Australia is well placed to capitalise upon these trends through recently signed free trade 
agreements with key trading partners in this region.

The combination of rising demand and increased scarcity, coupled with a transparent and highly 
regulated land and water market, are expected to underpin the performance of the Funds over the 
medium to long term.

Investors in the Australian Farmlands Funds will benefit from Kilter’s 14 years of experience 
successfully implementing farmland, water and ecosystems renewal and expand the positive impact 
of this investment model to further Australian farming landscapes.

If you do decide to invest, please submit your completed application form at your earliest 
convenience to ensure you secure your opportunity to participate in these Funds.

Yours sincerely 

Bob Welsh
Chair 
Kilter Investments Pty Ltd
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1 Investment Opportunity 

1 Past performance is not a reliable indicator of future performance.
2 Kilter Rural has managed a farmland and water portfolio since 2006. Returns calculated since 2014. 

1.1 Overview of The Australian 
Farmlands Funds 

The Funds invest in a portfolio of irrigated farmland, water 
and environmental assets in the southern Murray-Darling 
Basin (sMDB). The Funds comprise two open-ended 
Australian unregistered, unlisted unit trusts — the Australian 
Farmlands Fund and the Australian Farmlands Operating 
Fund that are ‘stapled’ in a legal relationship (refer also 
Section 13.1).

The Australian Farmlands Funds (‘the Funds’) were 
established in August 2018. 

The Funds represent an opportunity through which 
sophisticated and wholesale investors can access an 
agribusiness portfolio of irrigated farmland, water and 
environmental assets in the sMDB. Financial returns are 
delivered through the renewal of underutilised irrigation 
farming operations to deliver high value organic and 
conventional crops, sustained by ecosystem protection 
and enhancement to deliver long-term returns to investors. 

As of October 2018, the Funds had received a fully 
subscribed Phase 1 investment of $20m invested 
capital. These funds have been deployed to 
purchase properties and water assets in the sMDB.

Investors will access Kilter Rural’s Future Farming Landscape 
(FFL) model for farmland, water and ecosystem renewal. 
The model has been deployed, modified and refined 
over 14 years in farmland mandates for an institutional 
investor. Investors will benefit from Kilter’s 14 years of asset 
management experience to extend implementation of the 
FFL model through an investment strategy encompassing 
the following features:

• Target underutilised farmland: This farmland offers 
attractive entry value, supporting scaled aggregation 
of farmland with quality soils.

• Target water security: Ownership of Water 
Entitlements and proximity to water delivery infrastructure 
ensures a secure water supply for on-farm crop application.

• Aggregate, renew and transition: Assembling 
several properties into one holding and the redeployment 
of those properties for high-value cropping and 
ecosystem protection.

• Manage price risks: Access to long-term product 
off-take agreements across conventional and organic 
markets reduces price volatility.

• Mitigate industry and climatic risks: A geographic 
and industry spread within the southern Murray-Darling 
Basin mitigates the effects of adverse industry and 
climate events.

• Monitor and report impact: The FFL model uses the 
Accounting for Nature framework developed with the 
Wentworth Group of Concerned Scientists to report on 
the environmental condition of its properties and measure 
progress towards targets.

• Exit optionality: The Funds’ aggregation approach 
makes for an attractive investment option to corporate 
and institutional-grade investors and provides a variety 
of exit strategies.

The FFL investment and management model has proven over 
14 years to moderate risks associated with climate change 
and weather events. It produces high-value agricultural 
commodities balanced by advances in soil and ecosystem 
condition to deliver sustained yield increases and improved 
long-term asset value.

In a Kilter FFL landscape, 
agricultural production and 
ecosystem protection are 
inter-dependent partners in 
delivering increased yields and 
long-term investor value. 

Kilter Rural have identified an initial $100m pipeline of 
landscape investments within the sMDB featuring excellent 
transport infrastructure and access to a well-educated 
workforce. Coupled with negligible sovereign risk issues, 
such advantages are increasingly scarce in a global sense. 

Kilter Rural has a demonstrable track-record in implementing 
rural asset investments1.

• Over the last five years Kilter Rural has delivered an 
investment return of >11.0% annualised for current 
farmland mandates2.

• Since inception (June 2014) Kilter Rural has achieved 
a 16.5% annualised return for the Kilter Water Fund. 

• Since inception (Oct 2015) Kilter Rural has achieved 
a 14.9% annualised return for the Murray-Darling Basin 
Balanced Water Fund. 
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1.2 The Funds Overview
The Funds offer the following investment advantages:

• Capital preservation backed by real assets in farmland 
and water;

• The benefits of low correlation to traditional financial 
investments;

• An asset manager and investment strategy with 
a demonstrable track record;

• Climatic risk mitigation through the application 
of industry-leading irrigation technologies;

• Asset diversification through ownership of 
complimentary asset classes; 

• Exposure to value creation through the investment 
strategy;

• Participation in a true impact investment; and

• A choice of exit strategies through a geographic 
and sector spread. 

KEY INFORMATION 

Target FUM Up to $500m

Target IRR 10% - 12% (net of fees and before tax)*

 Term Up to 10 years (refer to section 11.8)

Key Dates Phase 1 fully subscribed October 2018. 
Funds received by 30 June, 2019 will 
be deployed through the acquisition 
of assets described as Phase 2 
(refer to section 7) 

Fees 1.5% (refer to section 12)

*This target return is not a forecast of the Funds’ future performance.

The sustained global demand for clean, green, food and fibre 
combined with the scarcity of quality irrigable farmland within 
a stable investment environment support the compelling 
investment fundamentals of the Funds. 
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2 Introducing the Investment Manager

2.1 Background
Founded in 2004, Kilter Pty Ltd (trading as Kilter Rural) is an innovative, 
forward-thinking Australian based provider of rural asset investment and 
management services. Collectively, the Kilter Rural executive team has 
over fifty years’ experience in direct farmland and water management. 

Kilter Rural was formed in response to institutional demand for 
investment in sustainable management of farmlands, water and 
ecosystems. In 2006 Kilter Rural attracted its first $250m commitment 
to invest through its proprietary Future Farming Landscape (FFL) model 
in the renewal of rural landscapes. 

In December 2018 Regal Funds Management (Regal) acquired a 50 per 
cent stake in Kilter Pty Ltd. Regal and Kilter Rural have aligned to drive 
growth and jointly extend its ‘profit with impact’ investment approach to 
Australian farmland and water renewal. Regal bring significant skills and 
experience in financial operations, assessing and delivering risk-adjusted 
returns and capital raising networks.

Regal is one of Australia’s leading investment managers, specialising in 
alternative investment strategies. Since 2004 Regal has been trusted 
to invest on behalf of a wide range of institutional investors and high net 
worth individuals. Regal’s first fund, launched in 2004, has twice been 
named the Australian Hedge Fund of the Year.

Regal has identified the benefits of investment in non-correlated assets 
and has recognised the potential of agricultural farmland and water as 
an asset class that provides investment diversification and the potential 
for strong returns.
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For more than a decade Kilter Rural has 
been at the forefront in innovation 
and deployment of new water products 
that service irrigator needs and deliver 
responsible returns to investors.

2.2 Our History in Farmland, 
Water, Ecosystems and 
Communities

With more than $350m in assets under management as  
of 31 December, 2018, Kilter Rural has been the pre-eminent 
supplier of farmland, water and ecosystem investment 
products in the sMDB for more than a decade. 

Kilter Rural knows irrigation farming and the needs of 
irrigation businesses. We understand how water, when 
combined with farmland management, drives farm business 
performance and investment outcomes. 

Kilter Rural’s FFL model for farmland, water and ecosystem 
renewal has been developed to service the overlapping 
outcomes of returns for investor clients, ecosystem 
protection and operational engagement of the local 
communities in which we operate. 

Our experience over twelve years transforming 10,000 
hectares (ha) of farmland, to include 5000ha of highly 
resource-efficient irrigation technologies, provides a 
fundamental basis of irrigated farmland development 
knowledge. Such asset transformation increases yields, 
drives operational profitability and long-term capital growth.

Landscape transformation outcomes require active 
participation in the development of rural economies and 
communities. Kilter Rural partners with local staff and 
contractors, to make positive local economic and social 
impacts part of the long-term investment into any area. 

2.3 Kilter Rural Purpose
The Kilter Rural purpose is to profitably improve Australia’s 
farmland, water and ecosystems at scale delivering investors 
long-term, resilient, and non-correlated, inflation-protected 
returns. 

Successful delivery against this purpose requires funds 
under management (FUM) at scale. Scale enables a greater 
breadth and diversification of farmland, water and ecosystem 
assets under management and provides efficiencies in the 
transformation cost, resource use and ecosystem benefits. 
All of which are vital in building long-term value and returns 
to investors. 

2.4 Core Values
Kilter Rural tackles its purpose through its commitment  
to the firm’s core values:

PRODUCTIVITY
• We strive for commercial excellence 

in everything we do.

LONGEVITY 
• We deliver sound returns in the short 

term but plan for returns over generations.

RELATIONSHIPS 
• Kilter Rural people don’t just meet, 

we build relationships – it’s a fundamental 
part of what we do.
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2.5 The Kilter Rural  
Competitive Advantage 

• Superior management: Kilter Rural employs a 
direct ‘face to face’ engagement approach, establishing 
long-term relationships with key stakeholders. Our 
understanding of real assets and the application of 
innovation, science and technology to positively transform 
long-term asset values are key points of difference.

• Irrigation asset management experience: 
We directly manage more than 10,000ha of farm and 
ecosystem landscape. This knowledge informs innovation, 
maximises resource use efficiency and delivers farmland 
renewal and a transition to higher production value. 

• Soil transformation and protection: Kilter Rural 
have transformed more than 10,000ha of underutilised 
and/or degraded landscapes into a combination of highly 
resource-efficient irrigated farmland and biodiverse  
low-input grazing systems.

• Value Capture: Through a joint venture arrangement 
with Wedgetail Food and Fibre Pty Ltd (Wedgetail), Kilter 
Rural fulfils more than $17m worth of high-value off-take 
agreements (OTA) annually for both conventional and 
organic related product. Wedgetail acts as the marketing 
agent for Kilter Rural produce. Wedgetail’s experience 
spans 30 years of senior level management in the 
managing and marketing of fast-moving consumer  
goods (FMCG), brand strategy, vertical integration 
and large-scale corporate agriculture. 

• Product Innovation: For more than a decade Kilter 
Rural has been at the forefront in innovation and 
deployment of new water products that service irrigator 
needs and deliver responsible returns to investors. Kilter 
Rural has developed a detailed understanding of the 
water regulatory system across Victoria, New South 
Wales and South Australia. This knowledge has informed 
the development of a bespoke set of legal contracts 
aimed at reducing financial and impairment risk to the 
investor. This intellectual capital has proven robust 
through hundreds of water transactions. 

• Cyclical experience: Since 2006 Kilter Rural 
has managed agricultural assets through a range of 
historically extreme weather events and a variety of 
market cycles. Our experienced team is practiced at 
pursuing market opportunities and managing through 
challenging conditions including droughts, floods, 
commodity/currency fluctuations and the Global Financial 
Crisis of 2008-09. Our approach has proven adept in 
both responsibly accommodating opportunities and 
defensively managing through tough market conditions.

• Investor Alignment: Kilter Rural believes firmly that 
incentives for the investors and the manager should be 
aligned. As such the Funds’ fee structure aligns our profit 
to a share of fund out-performance. 

• Impact Investment: The Kilter Rural management 
approach recognises and addresses the inter-related 
needs of investors, irrigators, ecosystems and communities 
when generating returns on investment. This has delivered 
proven benefits for investors over the last 14 years, with 
positive impacts upon local communities and environments. 
An investment in farmland and water through the Funds 
is an impact investment without the traditional discount 
to investor returns.

• Environmental Accountability: Based on a lifetime 
vocation in sustainable resource management on the 
part of its founders, Kilter Rural is a market leader 
in collaborating with scientific and industry bodies 
to measure and quantify the change in the condition 
of underpinning natural assets such as soil, water 
and vegetation. 

The Funds will account for changes in environmental 
condition over time and report to investors how the 
investment model is both profitably and ecologically 
improving Australian agricultural landscapes. With its 
core focus on the protection and enhancement of natural 
ecosystems to support farmland production and build 
investor returns, Kilter Rural can deliver an investment 
offering of moderate to low risk with reduced volatility.
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Table 1: Key Kilter Team Members

Director & CEO

CULLEN GUNN
Bendigo & Melbourne

Since the late 1980’s 
Cullen has dedicated his 
working life to advancing 
sustainable farmland, water 
and ecosystem management 
in Australia. Long-term 
exposure to the investment 
needs of Australian 
landscapes prompted a desire 
to attract institutional scaled 
investment in sustainably 
managed landscapes. 

Cullen is a founding 
director of Kilter Rural 
and has been overseeing 
the existing investment 
portfolios since 2006.

Chair & Chief  
Investment Officer 

EUAN FRIDAY
Bendigo & Melbourne

Euan has more than 25 years’ 
experience in senior financial 
and commercial roles. Prior 
to joining Kilter Rural in 2008, 
Euan spent 10 years working 
in PricewaterhouseCoopers’ 
Corporate Finance practice in 
Melbourne and Europe. This 
was followed by seven years 
with STA Travel where he held 
the roles of chief financial 
officer (CFO), director of 
sales and managing director 
for STA’s AUS/NZ business. 
During this period STA Travel’s 
annual turnover increased 
from $180m to $350m. At Kilter 
Rural Euan has been integral to 
the establishment of the water 
business which today manages 
assets across all major classes 
of Water Entitlement on issue 
in the sMDB. Today, as CIO, 
Euan heads up Kilter Rural’s 
investments team focused on 
identifying and securing new 
investment opportunities for 
Kilter Rural clients. 

Non-Executive Director

BRENDAN O’CONNOR
Bendigo & Sydney

Brendan has over 20 
years of financial services 
experience across a 
diverse range of asset 
classes with organisations 
including KPMG, Westpac 
and Challenger Limited. 
Brendan is currently the 
CEO of Regal, a specialist 
alternatives investment 
manager with offices in 
Sydney and Singapore. 

Immediately prior to joining 
Regal in 2016, Brendan 
spent more than 10 years 
at Challenger, including 
eight years as the CFO 
of Challenger’s funds 
management business.  
Brendan holds a Bachelor 
of Business, majoring in 
accounting and finance 
from the University of 
Technology, Sydney, is 
a chartered accountant 
and a graduate member 
of the Australian Institute 
of Company Directors. 

Non-Executive Director

IAN GIBSON
Bendigo & Sydney

Ian has almost 25 years’ 
experience in financial 
markets. For much of the 
last 15 years Ian has acted 
as a director, investment 
adviser and consultant to a 
range of financial groups and 
organisations. 

As well as being a director of 
Kilter Pty Ltd, Ian is a director 
of Regal Funds Management 
(Regal), a director of Attunga 
Capital Pty Ltd (a hedge fund 
involved in power markets), 
a director of Renew Power 
Group Pty Ltd (a renewable 
energy business), an adviser 
to RPG Management Pty 
Ltd (family office) and is 
an independent member of 
the investment committee 
for Atrium Investment 
Management Pty Ltd  
(a multi-asset fund manager).
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Company Secretary 
Compliance Officer

ANITA BUTTERS
Bendigo & Melbourne

Anita has more than 30 
years’ exposure to financial 
management and governance 
in agricultural and natural 
resource management. Anita 
is a co-founder of Kilter Rural 
and over the past 12 years 
has led the implementation of 
quality assurance, compliance 
and governance processes 
within the business. 

Chief Financial Officer

SEAN WINDER
Bendigo

Sean’s working career spans a 
range of industries from Price 
Waterhouse to listed mining 
and chemical companies. 
At Morgan & Banks/TMP 
he held a variety of senior 
positions including finance 
manager, company secretary, 
operations director, and State 
director for WA.

In 2003, Sean launched then 
ran his own management 
consulting firm specialising 
in mergers and acquisition 
advice to human services 
businesses. Over the next 
14 years he delivered these 
consulting services to a wide 
variety of clients. In 2017 Sean 
joined Kilter Rural as CFO.

Finance Manager

MOIRA PASQUALI
Bendigo

Moira has over 15 years’ 
experience in senior 
accounting roles. Moira has 
worked across a range of 
industries including media and 
taxation. She has held senior 
accounting roles, gathering 
extensive knowledge and 
experience now employed 
at Kilter Rural. 

Moira joined Kilter Rural in 
March 2014. She is responsible 
for the day-to-day accounting 
functions necessary for 
accurate and timely reporting.

General Manager 
Farmland & Ecosystems

MICHAEL NEVILLE
Bendigo

Michael has been working 
within the agriculture 
industry all his working 
life and directly involved in 
corporate agriculture since 
1998. He graduated from 
the AICD program in 2010 
and from 2005 to 2015 he 
was a director of Southern 
Farming Systems, a non-profit 
research organisation formed 
to develop ways of making 
farming more profitable 
in areas with high rainfall. 
Michael was recognised 
as the National Farm Safe 
Farmer of the Year when 
working with the Warakirri 
Agricultural Trusts. 

Michael joined Kilter 
Rural in January 2013 and 
focuses on agricultural 
and environmental system 
management and is currently 
a director of Wedgetail 
Food and Fibre Pty Ltd. 
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Landscape and 
Sustainability Analyst

DAVID HEISLERS 
Bendigo

David has worked in a 
range of natural resource 
management (NRM) roles 
for 30 years. His experience 
ranged from salinity research 
to broader NRM consulting 
prior to joining Kilter Rural 
in February 2008. In his time 
with Kilter Rural his role has 
involved the measurement 
and reporting of sustainability 
performance. A milestone 
of his work has been the 
development of environmental 
assets accounts to measure 
and track the condition and 
trend of natural assets in a 
farming context, a task that 
involves close engagement 
with the nation’s premier 
natural resource scientists.

Manager Investments  
and Partnerships

ANGUS INGRAM 
Bendigo & Melbourne

Angus has over 18 years’ 
experience across production 
agriculture and agribusiness 
within various livestock and 
cropping sectors, including 
several years with ANZ Bank 
as an Agribusiness Manager. 

Prior to joining Kilter Rural 
in May 2018, Angus spent 
three years developing and 
overseeing irrigated dairy 
properties in Tasmania on 
behalf of private investors. 
Angus is focused on the 
assessment, presentation 
and ongoing oversight of new 
investments that fit the Kilter 
Rural investment philosophy.

Manager of Property  
and Development 

BRENDAN WATSON 
Bendigo

Brendan joined Kilter Rural 
in 2008 and has overseen 
much of the property 
aggregation and development 
works. He has extensive 
experience in implementing 
multiple irrigation delivery 
technologies, utilising 
extensive networks across 
private enterprise and 
government to ensure 
project delivery on time 
and on budget to optimise 
returns for investors. 

Manager Water  
Business Development 

MATT BRYANT 
Bendigo 

Matt has a business 
development background 
combined with commercial and 
technical experience in both the 
water and agricultural sectors. 
He has had management 
oversight in the operation of 
the Goldfields Superpipe as 
well as for water treatment 
and network distribution of 
urban water supplies. Matt has 
provided business consultancy 
services to multiple agricultural 
industries, was CEO of a 
health-related patient transport 
organisation and has been co-
founder of multiple successful 
technology start-up companies.
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With its core focus on 
the protection and 
enhancement of natural 
ecosystems to support 
farmland production and build 
investor returns, Kilter Rural 
can deliver an investment 
offering of moderate to low 
risk with reduced volatility.
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3 The Funds Summary - Key Features 

Table 2 provides a summary of the key features of the Offer. The Information Memorandum should be read in its entirety  
before deciding to invest. 

Table 2: Key Features of the Offer

FEATURE OVERVIEW

Investment Assets Farmland, Water Entitlements, Water Allocations and associated agribusiness assets  
within the southern Murray-Darling Basin (sMBD).

Investment Vehicle The Funds comprise the Australian Farmlands Fund and the Australian Farmlands  
Operating Fund which operate together under a stapled unit trust structure. 

Trustee Kilter Investments Pty Ltd (ACN 152 558 113, AFSL 414142, Kilter Investments).

Investment Manager Kilter Pty Ltd (ACN 111 305 349), t/a Kilter Rural).

Custodian Sandhurst Trustees Limited (ACN 004 030 737, AFSL 237906).

Funds Auditor Morrows Audit Pty Ltd (ACN 626 582 232).

Valuation Farmland assets with be independently valued annually by a valuer determined by the Trustee.

Water Entitlements will be independently valued monthly by Aither Pty Ltd (ACN 155 726 417),  
or such other valuer determined by the Trustee, using a variety of information sources including 
the median price recorded in state water registers. 

Target return Total returns of between 10% and 12% per annum are targeted (after fees, other than any performance 
fees, and before tax). This is a target return and not a forecast of the Funds’ future performance.

Unit price The price for units in the Funds will be determined on a monthly basis as the higher  
of the Time-Adjusted Unit Price or the consolidated NAV for the Funds, this being  
in accordance with section 11.2 of this IM.

Minimum investment 
amount

$100,000 and then in increments of $10,000 or as otherwise determined by the Trustee.

Investment ratio 
between the Funds

Investors’ capital will be subscribed 90% in the Australian Farmlands Fund and 10%  
in the Australian Farmlands Operating Fund.

Capital The Funds are ‘open funds’ and thus do not have an upper limit on capital that may  
be raised. However, it is expected the Funds’ capital will not exceed $500m. 

Capital deployment The Funds will prudently deploy available capital following its receipt whilst adhering  
to the Funds’ strategy.

Term The Funds are open funds with a term of 10 years. Refer section 11 for further details.
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FEATURE OVERVIEW

Redemptions Investment in the Funds should be considered illiquid. However, the Trustee will consider redemption 
requests on a reasonable endeavours basis. Please refer to section 11.5 for further detail. 

Eligible investors Investors are limited to ‘wholesale’ and ‘sophisticated’ investors as those terms are defined  
in the Corporations Act. 

Distributions Any distributions will be paid annually by the end of the first month following the end of the 
financial year.

Borrowings The Funds do not intend to use borrowings other than to meet short term funding requirements 
for working capital. 

Management Fee The manager is entitled to receive a management fee of 1.15% per annum of the NAV  
of the Funds’ assets. This fee is paid monthly in arrears by the Funds. 

Trustee Fee The Trustee is entitled to receive a trustee fee of 0.35% per annum of the NAV of the Funds’ 
assets. This fee is paid monthly in arrears by the Funds. 

Grant Fee The manager is entitled to a fee of 10% of the value of all co-investment grants and or natural capital, 
ecosystem service and environmental protection payments sourced through collaborators, new and 
existing markets, government collaboration and including but not limited to statutory authorities.

Performance Fee A performance fee will be payable by the Funds on the tenth anniversary of the Funds’ 
establishment calculated as 15% of pre-tax returns (net of management fees and costs) above a 
performance hurdle of 8%. The manager is entitled to receive half of its performance fee on the 
fifth anniversary of the Funds’ establishment (assuming the Funds’ performance for the period 
exceeds the performance hurdle). Subsequently the performance fee will be calculated subject 
to a ‘high water mark’.

Recoverable 
expenses 

The Funds’ expenses are payable by the Funds. These include, but are not limited to,  
all administration, accounting and audit, valuation and custodial costs. 

Taxation The Australian Farmlands Fund will distribute any taxable income annually to be taxed in the  
hands of unit holders. The Australian Farmlands Operating Fund will be taxed as a trading entity 
(i.e. ‘company’) and the Trustee will declare dividends where considered appropriate. Such 
dividends may be franked to the extent that franking credits are available (refer Section 13).

Risks The Funds will be exposed to risks which could adversely impact on return of income or capital. 
See section 10 for further information.

SMSF & 
superannuation funds

Self-managed super funds and complying superannuation funds are able to invest in the Funds, 
subject to their own investment criteria.
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• Strong Sector Fundamentals 

• Farmland Value Trends

• Attractive Return Profile

• Internationally Competitive 

• Low Sovereign Risk

• Competitive Advantage 

• Socio-Economic Drivers

4 Why Australian Farmland? 
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4.1 Strong Sector Fundamentals 
Demand for Australian agricultural produce continues 
to strengthen as high standards of quality and safety are 
recognised, particularly within the growing middle-income 
demographics of Asia. The UN’s Food and Agricultural 
Organisation (FAO) has stated that there will be an additional 
two billion people on earth by 2050. Based on current 
systems, farmers will have to increase food production by 
50% to meet the expected 2030 demand alone3. Globally, 
the fundamental agricultural resources required for food 
and fibre production face ever-increasing pressures and 
increased exposure to climate change.

Quality arable farmland across the globe is becoming 
increasingly scarce. Arable land per person declined by 52%, 
from 0.371 hectares (ha) in 1961 to 0.194ha in 20154. Whilst 
agricultural productivity improved over that time, the rate 
of improvement is now declining while population pressure 
continues to build. Trends in annual crop yield gains have 
plateaued, achieving slightly more than 1% since the 2000s5.

Figure 1: Arable hectares per person

A sustainable intensification of agriculture is necessary to 
meet the increase in global demand for food. Addressing 
global food security will depend upon the development and 
uptake of progressive technologies that lead to improved 
agricultural productivity. 

In order to capture the expected agricultural export potential, 
it has been estimated that Australian agriculture will require 
up to $1 trillion in investment by 20506.

3 ‘The Future of Food and Agriculture’, published by the Food and Agriculture Organisation in 2017.
4 The World Bank, Databank.
5 ‘The Future of Food and Agriculture: Trends and Challenges,’ published by The Food and Agriculture Organisation of the United Nations in 2016.
6 ANZ Greener Pasture Report, 2012.
7 Australian Farmland Values 2017, a Rural Bank Report 2018.
8 Australian Farmland Index 2018.

4.2 Farmland Value Trends 
The most comprehensive guide to trends in Australian farmland 
values is Rural Bank’s Australian Farmland Values Report. This 
report eliminates small block and metropolitan sales where 
possible and includes 239,000 transactions over a period 
of 23 years. The latest report from 2017 states that the 
20-year average annual land value growth across all Victorian 
farmland transactions was 6.5%. The land size parcel most 
relevant to the Funds’ strategy in Northern Victorian and North 
West Victorian farmland has averaged 7.8% and 8.2% growth 
respectively since 2012, refer Figure 27. 

In NSW, where farm areas are typically larger than Victoria, 
land parcels of 500ha plus have averaged 10.1% growth 
annually over the last five years whilst the 20-year average 
across all land parcel sizes has been 7.0% a year. These 
trends confirm that there is strong demand for farmland 
transactions where scale is obtainable and irrigation is 
available to hedge against climatic exposure. 

To help evaluate how these trends apply to larger 
aggregations managed by corporate agribusiness in 
Australia, this IM references the Australian Farmland Index. 
This independent index is driven by the US-based National 
Council for Real Estate Investment Fiduciaries (NCREIF).  
The council was established to provide an independent 
source of real estate performance information. Since its 
inception in Australia back in March 2015 the index has 
shown total annual farmland returns of 13.0%, with income 
of  6.2% and capital appreciation of 6.8%8. 

Figure 2: Average annual growth in farmland 
median prices over 20 years
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4.3 An Attractive Return Profile
A return profile uncorrelated to traditional investment markets, combined with proven record of low comparable volatility suggests 
that farmland fits well as a defensive asset within a broader investment portfolio. Kilter Rural has extracted data from the Australian 
Bureau of Agricultural and Resource Economics and Sciences (ABARES), NCREIF, ASX All Ordinaries indices and the RBA, to 
show the return profile of farms with total value greater than $1 million and how they compare to traditional investment markets. 
Figures 3 and 4 demonstrate the low levels of return correlation and volatility when compared to the All Ordinaries. 

Figure 3: Total Australian farm return (>$1m value) compared to traditional financial investment markets9

9 Source: ABARES, NCREIF, S&P Dow Jones Indexes, RBA, Kilter Rural (all data is presented as total return; operating and capital)
10 Calculated using data from ABAREs and All Ordinaires Accumulation Index over twenty years.

Figure 3, above demonstrates:

• During the Global Financial Crisis (GFC) of 2009 annual 
farmland returns achieved 4.1% whilst the All Ordinaries 
Index reduced by 22.1% for the year. 

• Farmland returns have been consistently higher than 
returns on 10-year Australian Government bonds.

• Total farmland returns (>$1m capital value) are 
significantly less volatile than the All Ordinaries and 
demonstrate a low level of correlation (0.1510) to the 
All Ordinaries Accumulation Index. Volatility of farmland 
returns is 4.0% against the All Ordinaries 13.6%.

• Farmland provides an inflation hedge. 

This reduced volatility combined with the characteristics 
of a real asset provide capital preservation elements that 
can ultimately reduce risk and balance total portfolio 
returns over time.
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Figure 4: Average total investment return (yield and growth) for the 20 years to 2017:  
Australian farmland (>$1m value)
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11 Foreign Investment Review Board annual report 2016/17.
12 The producer Support Estimate (PSE) is an indicator of the annual monetary value of gross transfers from consumers and taxpayers  

to agricultural producers, measured at the farm gate level, arising from policy measures that support agriculture.
13 Organization for Economic Co-operation and Development (OECD). ‘Producer and Consumer Support Estimates database.’ 2016

Source: ABARES, NCREIF, S&P Indexes, RBA, Kilter Rural

Figure 4, above demonstrates the following key points specific 
to Australian farmland relative to other investment markets.

• Australian farmland average annual total return of 8.8% 
(>$1m capital value).

• Australian farmland volatility of returns of 4.0%. 
This return shows one third of the volatility of the 
All Ordinaries, on average.

• Farming at scale generates improved returns

The above chart demonstrates that Australian farmland 
compares favourably alongside Australian equities and 
the ten-year Government bond rate.

4.4 Low Sovereign Risk
Australia maintains a stable and transparent system of 
government. Foreign investment into Australian farmland 
and agribusiness assets is monitored by the Foreign 
Investment Review Board (FIRB). An independent statutory 
body, the FIRB is in place to ensure that foreign investment 
into Australian agriculture is undertaken with the highest 
standard of corporate behaviour, with a full understanding 
of the Australian regulatory environment while also abiding 
by all relevant laws. 

Over recent years, additional demand from foreign capital has 
underpinned the capital appreciation of Australian farmland. 
However, the FIRB has not impeded this trend through 
obstruction of capital inflows into this sector. In 2016/17 the 
total value of approved foreign direct investments (FDIs) into 
Australian, agriculture, forestry and fishing was $7 billion (b). 
This was up from $4.6b in 2015/16 and $2.5b in 2014/1511. 

Within Australia there are relatively low levels of 
government intervention, specifically agricultural subsidies. 
The Organisation for Economic Co-operation and 
Development (OECD) measures subsidies and assistance 
to agricultural producers around the world and publishes 
the results in its Producer Support Estimate (PSE) report. 
The PSE12 shows Australia has the second lowest percentage 
of government subsidy funds provided to agriculture when 
compared to 11 other OECD countries (2.0%)13.This lack of 
a government safety net helps drive the need for productivity 
and innovation in Australian agriculture to remain 
globally competitive.
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4.5 Competitive Advantage
An investment in the Funds provides exposure to Australia’s 
natural competitive advantage. Australia’s geographic position 
has driven a need for strict biosecurity laws and practices, in 
order to safeguard its unique soil, water and ecosystem assets. 

There are several factors that give Australia a competitive 
advantage in a global agricultural market that has a strong 
focus on traceability and, therefore, credibility of food safety. 
The factors listed below underpin Australia’s renowned  
‘clean and green’ branding.

• Strict bio-security regulation;

• Globally recognised high food safety standards;

• Low levels of pollution in agricultural areas;

• Uptake of technology to enable true paddock-to-plate 
traceability, and

• Proactive environmental regulation protecting soil, 
biodiversity and water assets. 

The recent free trade agreements (FTAs) with China, Japan 
and Korea have had a positive impact on demand for nearly 
all irrigated agricultural commodities and products. For the 
year ending June 2017, Australia exported $2.23b worth 
of horticultural products, with the three States making up 
the sMDB accounting for 73% of this value. Asian markets 
bought 68% of these exports14. See Figure 5 on page 22.

14 Australian Horticulture Statistics Handbook 2016/17.
15 ABARES, ‘Diversity in Australia’s agricultural workforce’, 2015

4.6 Socio-Economic Drivers
Capital constraints and the challenges of succession in 
family-owned farms are two significant barriers to farm 
expansion in Australian agriculture today.

The median age of agriculture industry workers in Australia 
is 60. This is 10 years older than the median age for the 
general Australian workforce15. The impacts of increased 
climate volatility and fluctuating terms of trade are driving 
farm rationalisation by constantly challenging the viability 
of under-scaled farm operations. Those businesses able to 
scale up and remain profitable throughout the commodity 
cycle are driving the data trends. Figure 6 demonstrates 
several key facts. 

• The downward trend in farm numbers and the 
rationalisation of farm holdings are already underway 
in Australian agriculture. The top operators remain and 
continue to expand (the average farm size increased 
30% over 15 years).

• The average age of farmers has increased by almost 
10 years between 1993-2017.

• Efficiencies and the uptake of new technology is critical 
to remain viable at scale. 

These trends have created the opportunity for investment 
capital to enter where availability of land for purchase has 
been historically scarce. 
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Figure 6: Farms by size and average age of farmers (gross turnover and broadacre cropping16)

16 ABARES data 2018
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Figure 5: Free Trade Agreements

CURRENT 
FTA’S 

8
PIPELINE 

FTA’S 

7
% TRADE 
IN FTA’S  
CURRENT 28%
FUTURE 45%

22

TRANS-PACIFIC 
PARTNERSHIP

A$214BN 
TRADE WITH AUSTRALIA



INFORMATION MEMORANDUM - AUSTRALIAN FARMLANDS FUNDS - MARCH 2019 23

KOREA-AUSTRALIA FTA 

A$30.4BN 
TRADE WITH AUSTRALIA

JAPAN-AUSTRALIA  
FTA 

A$69.2BN 
TRADE WITH AUSTRALIA

NZ-AUSTRALIA FTA 
ESTABLISHED JANUARY 1993 AND IS CENTRAL TO THE  

AUSTRALIA-NEW ZEALAND TRADE AND ECONOMIC RELATIONSHIP

CHINA-AUSTRALIA FTA 

A$125BN 
TRADE WITH AUSTRALIA



5 Why Australian Water? 

• The Water Market

• Demand Drivers 

• Multiple Advantages

• Water Value Trends

• The Basin Plan 
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5.1 About the Water Market
Australia is a world leader in the utilisation of water markets 
to facilitate optimal movement of water to its highest value 
use. The principles around the development of water 
markets are based on providing exclusive access to this 
limited resource. This access entitlement is defined by the 
Commonwealth Water Act (2007) (the Water Act) as a 
‘perpetual or ongoing entitlement to exclusive access to a 
share of the water resources of a water resource plan area’.

Water Allocation is defined as ‘the specific volume of water 
allocated to Water Entitlements in a given water accounting 
period’. In practice Water Allocations are announced by 
the relevant water authorities in each water catchment 
trading zone throughout the irrigation season (July to June) 
based on volumes held in storage, inflows and seasonal 
expectations. Water Allocation is then credited to Water 
Entitlement holders where it is held in a Water Account. 

Water Entitlement characteristics have been structured to be 
consistent with those of real property. In comparison to real 
property, Water Entitlements have the attractive advantages 
of being essentially immune to physical damage by owners, 
lessees or users and incurring no depreciation. 

Based on an assessment of Water Entitlement market values 
performed by Aither, the total market value of privately held 
Water Entitlements within the southern Murray-Darling Basin 
was approximately $16.3b as at 31 October 201817.

Figure 7: Southern Murray-Darling Basin Water 
Entitlement ownership by volume

• Kilter Rural estimates that less than 10% of Water 
Entitlements available for private ownership are held 
with investment groups. The remainder is held by 
primary producers. 

17 Data sourced from State water registers, Commonwealth Environmental Water Holder, NSW & Victorian Environmental Water holders, Aither.

5.2 Demand Drivers 
Irrigated farmland presents a compelling opportunity to make 
an agricultural investment as it provides access to Australian 
land and water markets, representing one of the very few 
opportunities globally for investors to obtain direct exposure 
to these most vital of real assets. Within the sMDB, water 
is readily tradeable and exposed to the laws of absolute 
scarcity. Access to high security water is advantageous for 
the following reasons.

• As an alternative real asset class, water provides 
the opportunity for investment diversification and 
risk mitigation.

• Secure water supply reduces the volatility of agricultural 
production by mitigating climatic exposure. 

• Water ownership creates marketing opportunities 
by allowing producers to forward sell or hedge farm 
production with increased certainty.

• Water Entitlements provide the option of water use 
within farm operations or the sale of water into the 
allocation market.

• Secure water gives a return profile uncorrelated with 
traditional assets. 

The market retains transparent, robust legal and regulatory 
frameworks and is sufficiently liquid to accommodate the 
ongoing deployment and divestment of capital at a scale 
required to accommodate the Funds. These features combine 
to support what is arguably the most sophisticated 
water market in the world. 

Figure 8 (page 26) demonstrates the trend in projected 
water use and supply availability. This analysis takes 
into account the diminishing supply of privately held 
Water Entitlements as water continues to be acquired 
through implementation of the Murray-Darling Basin 
Plan, which was finalised in 2012. It also factors in the 
expected expansion of high-value irrigated agriculture 
based on information supplied by industry bodies.

Government Privately held

[Value] GL

[Value] GL

sMDB Water 
Entitlement 

Volumes
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Figure 8: Water use demand and supply trends in the sMDB

Source: Based on historic data for 2010-17 from The Australian Bureau of Statistics Water Use on Australian Farms, State and NRM Region, State  
and NRM Region, with projections incorporating data from Australian Almond Insights 2017-18, Boundary Bend Ltd (2014) Annual Report 2013-14.

Figure 8 shows that in 2010/11 high-value users consisting mainly of permanent horticulture consumed 12.6% of available 
water. By 2027/28 this is forecast to reach almost 40%. This will place increased upside pressure on water values over this time. 
Note that water availability for this analysis is based on average allocations over the last 18 years. In dry years this proportion 
will be significantly higher, placing further upward pressure on water values.

5.3 Water Value Trends 
Since the 1993-94 financial year (FY94), the gross yield on a Victorian High Reliability Water Entitlements (HRWE) in the Goulburn 
trading zone has averaged 6.2% per annum. However, yields have varied significantly by year, from 0.9% in FY12 to 16.0% in FY0318.

Capital growth in the market price of Victorian Goulburn HRWE over the period from July 1994 to October 2018 has averaged 
just under 10% per annum. 

The Kilter Water Capital Index, which commenced in July 2007, measures price movements in the major classes of sMDB Water 
Entitlement (capital return). This is the earliest date from which reliable data is available from both the NSW and Victorian water registers.

Figure 9: The Kilter Water Capital Index reflects the volume-weighted average price  
movement in the sMDB with annual growth averaging just under 10% per annum

18 Kilter Rural analysis based on information from the state water registers and Aither.
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Figure 9 demonstrates that, even in times of low allocation 
prices (June 2017), the long-term trend in Water Entitlement 
capital values has been driven upward by changing land use 
and the diminishing supply of available water. 

In addition, Kilter Rural has developed the southern Murray-
Darling Basin Water Index, refer Figure 10, to measure the 
performance of an investment in sMDB Water Entitlements 
for comparison against other published accumulation indices. 
This index is a combination of capital and accumulated net 
income from Water Allocation (yield) from July 2007.

Over the period from July 2007 to October 2018, the sMDB 
Water Index has increased by 293%, representing an 
average annual total return (TR) of 12.9%. Figure 10 plots 
the performance of the sMDB Water Index over this period 
compared to the total return from the S&P ASX 200 A-REIT 
index and the total return from the S&P All Ordinaries index. 
Over this period the sMDB Water Index has outperformed the 
S&P ASX 200 A-REIT by 275% (11.4% per annum) and the 
S&P All Ordinaries index by 238% (8.9% per annum).

Studies of correlation will yield varying results depending on the 
data sets and time periods examined. However, water is similar 
to farmland in having low correlation (typically in the range 
of 0.0 to 0.3) with traditional asset classes such as equities. 

Water returns are also subject to exogenous factors, notably 
rainfall, that have limited impact on mainstream asset classes. 
Therefore, it is reasonable to expect that the long-term correlation 
of water with traditional asset classes will remain low, underpinning 
the diversification benefit of water as an asset class.

Throughout the primary water trading zones in the sMDB, 
the already significant growth and investment into orchards, 
vines and other high-value water use agriculture means that 
demand for both Water Entitlements and Water Allocations 
will remain strong into the foreseeable future. Orchards do not 
require their full water needs until they are fruit- or nut-bearing, 
and this can be up to five years from the day of planting19. 

The Australian Almond Industry has stated there was 5,000ha 
of almonds planted in 2016 and 2017 with 5,000 planned for 
201820. These plantings will not reach full production and water 
use at 13 megalitres per hectare (13Ml/ha) until 2024-2026. 

Figure 10: sMDB Water Index and S&P / ASX indices21 

19,20 Almond Insights 2016-17 produced by the Almond Board of Australia.
21 Constructed by Kilter Rural; S&P Dow Jones Indices.

In addition to almonds, the extensive expansion into olives, citrus, table 
grapes, walnuts and hazelnuts over recent years has only added to the 
demand trends being seen for reliable irrigation water. Kilter Rural 
has a unique insight into this market through its water management 
team and daily interaction with stakeholders in these industries. 

5.4 The Advantages  
of Water Ownership

Primarily the Funds will generate yield through the operation of 
purchased farmland and other specific agribusiness assets. 
In times of abundant water, value is created via the on-farm use 
of derived Water Allocations. During drier periods, when Water 
Allocation prices are higher, greater value may be generated 
by selling allocations in the market or using it to deliver water 
products to third parties. The intention is to purchase Water 
Entitlement sufficient to cover the operational requirement of 
each farmland parcel within the Funds’ portfolio. Water is central 
to the protection and optionality of investment returns over the 
Funds’ term while offering another means of generating a return.

5.5 The Murray-Darling Basin Plan
The Murray-Darling Basin Authority (MDBA) was established 
with the passing of the Commonwealth Water Act 2007 and 
charged with the development of a water management plan 
for the Murray-Darling Basin (MDB) as a whole. The primary 
goal being to set limits on the volume of water that could be 
extracted for consumptive use so as to ensure the long-term 
environmental health of MDB rivers and wetlands. Following 
several years of scientific analysis and negotiation between 
State and Federal Governments the Murray-Darling Basin 
Plan (MDBP) was passed by the Commonwealth Government 
with bi-partisan support in November 2012.

The Commonwealth Government reached agreement with the 
opposition in May 2018 on measures that appear likely to ensure 
that the Plan’s target to recover 2,750Gl for the environment by 
30 June, 2019 will be achieved. This will trigger an obligation 
to recover a further 450Gl by 30 June, 2024. 

Over time, the Government’s acquisition of water will result 
in fewer Water Entitlements being available for agricultural 
use and this will likely have an impact on capital values. 
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• Identify Underutilised Farmlands

• Ensure Highest Available Water Delivery Security

• Aggregate, Renew and Transition 

• Manage Price Risk and Value Add

• Mitigate Sector and Climate Risk 

• Measure and Report Environmental Condition 

• Deliver a Scaled High Value Producing Farmland and Water 
Aggregation 

6 Investment & Management Strategy 
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6.1 Future Farming  
Landscape Model 

The Funds’ investment strategy involves the acquisition of 
a portfolio of farmland and water assets targeted to deliver 
a balance of yield and capital growth over the 10-year 
investment term. 

Through the Funds, investors will access Kilter Rural’s Future 
Farming Landscape (FFL) investment model, which has been 
developed to produce long-term value creation through 
yield transformation and scaled ecosystem protection. 
Underpinning the Funds’ goal of utilising ‘quality farmland’ are 
aggregations that provide a mix of arable and environmental 
landscape, to deliver a variety of returns to investors.

This balanced approach to rural landscape renewal has 
proven over 14 years to moderate risks associated with 
climate change and weather events and to produce high-
value agricultural commodities, all underpinned by advances 
in long-term soil and ecosystem condition.

This FFL investment model has been enhanced with the 
development of an operational methodology for assessing 
and reporting on the condition of environmental assets 
under Kilter stewardship. This track record of delivering 
environmental improvements underpins agricultural 
productivity, financial performance, long-term capital 
appreciation and asset exit value. 

The Funds’ investment strategy encompasses the following 
features.

• Target underutilised farmland: This offers attractive 
entry value and farmland with high quality soils.

• Target water security: This ensures secure water 
delivery to the farm boundary and the ability to purchase 
required Water Entitlement for on-farm crop application.

• Aggregate, renew and transition: Bringing holdings 
together and jointly developing them leads to improved 
returns from high-value cropping and ecosystem 
protection.

• Manage price risk: Access to long-term product 
off-take agreements across conventional and organic 
markets mitigates against price volatility.

• Mitigate industry and climatic risks: Investments 
spread across the sMDB region and across industries 
reduce risk.

• Monitor and report impact: The FFL model uses the 
Accounting for Nature framework developed with the 
Wentworth Group of Concerned Scientists to report on 
the environmental condition of its properties and measure 
progress towards targets. 

• Exit optionality- The Funds’ aggregation approach 
makes for an attractive investment option to corporate 
and institutional-grade investors and provides a variety 
of exit strategies. 

An overview of the investment and management strategy follows.
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6.2 Underutilised Farmland 
Linked with Secure  
Water Delivery

Irrigation regions with secure water delivery access, and 
underlying quality soils, favourable climate, proven workforce 
and remnant environmental assets are targets for the Funds. 
There remain significant areas within irrigated regions of 
Australia that retain these positive features but, due to a lack 
of scale, difficulties accessing capital and declining terms of 
trade, agricultural activity has stalled or reduced. 

Where such areas align with our valuation methodology 
Kilter Rural will invest to aggregate and redevelop, delivering 
high-value agricultural output with efficiencies in cost and 
resource use.

ABS data indicates that  
in some irrigation regions

of farms accounted for only 

of the total value of agricultural  
operations in those regions in 2015–1622

An additional key requirement for Kilter Rural aggregations 
is the ability to ensure access to water delivery at rates 
sufficient to meet irrigation water needs throughout the 
year. The Funds target aggregation areas closer to irrigation 
water storages in mid-reaches of water delivery systems 
rather than end of delivery systems. In some instances, 
water delivery security is already assured while in other 
regions water delivery security may require upgrading. 

22 ABS Data 2015/16.

25.5%
4%
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CASE STUDY 1 – Underutilised irrigation land

Photo A, below displays underutilised irrigation landscape in 
2012. This site had not utilised irrigation water for some years, 
having sold the Water Entitlement. The block was utilised as a 
dryland lucerne system for sporadic sheep grazing.

Photo A

 

Photo B, below shows the same farm in 2013, transformed 
and producing high-value field tomatoes for processing, at an 
average yield of 120t/ha, generating gross margins of $2000 
- $3000/ha.

Photo B

CASE STUDY 2 – Water Delivery Security

Irrigation regions of the sMDB have been targeted by Government to ensure that the water requirements of irrigators 
can be delivered while balancing the environmental needs of wetlands and river systems in the region. As part of this 
irrigation modernisation, the Government has invested more than $2b (more than $8b in the entire MDB23) in water delivery 
infrastructure across these joint regions. Mid-system irrigation regions closer to the main water storages are target areas 
for investment by the Funds as they offer reduced water delivery risk compared with end-of-system areas where water 
delivery may be constrained by physical size of the primary delivery system. 

23 Commonwealth Water Reform, Investment in the Murray-Darling Basin.  
‘Analysis of social and economic outcomes’. Department of Agriculture and Water Resources.

Photo A, below displays irrigation delivery channel 
upgrades for water delivery security.

Photo B, below shows the channel after the upgrade. 
Since 2009 Kilter Rural has redeveloped more than 
75kms of on-farm irrigation delivery channels and worked 
with Government and stakeholders on more than 12 
water connection projects to secure farm water delivery.

Photo A Photo B
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6.3 Aggregate, Redevelop and Transition
Quality farmland located within the largest water-trading 
system provides a resilient and reliable asset base for an 
investment in Australian agriculture. By aggregating smaller 
properties into larger operational farming and ecosystem 
land management units the Funds will deliver significant 
operational efficiencies, increased productive output and 
improvements in environmental condition. 

Kilter Rural assesses the inherent ability of a farming landscape 
to deliver food and fibre within a broader environmental 
envelope that underpins long term sustainable production. 

The Funds employ a land capability and suitability approach 
to soil management and irrigation development. As land 
capability permits, Kilter Rural applies its experience in the 
installation of irrigation technologies to deliver operational 
efficiencies, increased capital value and generate improved 
crop yields over the Funds’ term. Over the past 14 years 
Kilter Rural has delivered scaled irrigation redevelopments 
and reconfiguration projects across more than 10,000ha of 
farmland and delivered more than 5,000ha of new, highly 
resource-efficient irrigation systems. 

CASE STUDY 3 – Redevelopment: Irrigation Technology and Innovation

Photo A, below displays old flood irrigation landscape, with 
background water use of between 10 and 12Ml/ha.

Photo A 

Photo B, below displays a modernised pump shed driving 
a sub-surface drip irrigation system. This system delivers 
water use savings of up to 3Ml/ha, increased plant nutrient 
uptake of up to 25% and a reduction in labour cost per 
hectare of up to 60%. It can be remotely managed and 
automated, providing OHS advantages. 

Photo B
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CASE STUDY 4 – Landscape Transition 

Mosaic landscapes with a diversity of activities

Our experience over the last 14 years shows that sustained 
production with lower risk is achieved with a mix of intensive 
agriculture on at least 70% of the land, with the remaining 
landscape being deployed for ecosystem protection. The 
Kilter FFL model has proven robust through adverse events 
(droughts, floods) and systemic change (hydrology and 
salinity) to deliver improvements in soil and environmental 
asset condition. Both are vital in underpinning long-term high 
value farm production systems. 

Environmental protection and remediation are key 
functions of the FFL management system in irrigation 
landscapes that have been significantly modified and 
undercapitalised. For example, over the past five years 
Kilter has established more than 100,000 tree seedlings 
and 1,000km of direct tree seeding undertaken for 
landscape deep drainage management and greenhouse 
gas emissions control.

CASE STUDY 5 – Ecosystem Rehabilitation 

In addition to production efficiencies, aggregation allows better protection and enhancement of environmental assets. 
Kilter Rural ensures that between 20 and 30% of each farmland aggregation is deployed to ecosystem protection, 
providing protective buffering from climatic events and/or system change. This helps build the long-term condition of key 
environmental assets underpinning the farming system (pollination, hydrology, water quality, soil quality and biodiversity).

Photo A, below displays degraded lunette (a windblown 
area) at purchase in 2009.

Photo A

Photo B, below shows the same lunette in 2013 following 
rehabilitation through revegetation.

Photo B 

Kilter Rural assesses the inherent ability of a farming landscape 
to deliver food and fibre within a broader environmental 
envelope that underpins long term sustainable production.
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6.4 Managing Price Risk
Following the development of successful new cropping 
systems, in 2015 Kilter Rural sought appropriately skilled 
partners to ensure a successful route to market for new  
high-value farmland produce. Joint venture company 
Wedgetail Food and Fibre has been operating for more than 
three years to develop sourcing and distribution strategies 
that deliver increased value to its customers through  
high-value supply chains based on long term relationships. 

Wedgetail CEO Richard Furphy and Chair Bruce Symons 
jointly have over 50 years’ experience in industrial and  
food commodity markets. Wedgetail together with Kilter 
has established annual offtake agreements worth in excess 
of $17m. These agreements provide ongoing farm income 
surety which, in turn, flow through to investor returns.

This expertise in production and post-farm gate marketing 
allows for maximum profitability capture throughout the 
value chain, further enhancing investor returns. 

6.5 Mitigate Industry  
and Climate Risk

Crop and area diversification
The Funds will build farmland aggregations targeting high 
quality assets that can protect capital value and produce 
strong risk-adjusted returns. As part of the selection process 
key considerations include: 

• a spread of commodities across grains, oilseeds and 
annual horticulture to diversify the number of operational 
drivers of investment return;

• a spread of aggregations to mitigate against weather 
events and to increase marketing options though the 
diversification of produce grown and delivery timing to 
market; and 

• a focus on a specific mix of high-value organic and 
conventional crops and rotations across the aggregations 
to fulfil market off-take agreements. 

24  Deluge and Drought: Australia’s Water Security In A Changing Climate, The Climate Council of Australia 2018.
25  Deluge and Drought: Australia’s Water Security In A Changing Climate, The Climate Council of Australia 2018.
26  Deluge and Drought: Australia’s Water Security In A Changing Climate, The Climate Council of Australia 2018.

Managing climate change risks
Climate change is now a global policy issue and a mainstream 
issue for the investment community. Investing in agriculture 
without planning for climate change is not an option. There 
are investment opportunities for fiduciary investors and their 
asset managers who are aware of climate change. 

The recent International Panel on Climate Change (IPCC) 
statement outlined the potential impacts of global warming 
based on the assessment of the available scientific, technical 
and socio-economic literature. Few agricultural regions of the 
world will be exempt. Recent analysis on climate in the MDB 
suggests the following:

• Since 1970 most of the MDB has been warming at a rate 
of between 0.2 and 0.4°C per decade, compared with a 
national average of around 0.15°C per decade. Nine of 
the MDB’s ten warmest years on record have occurred 
since 200524;

• Rainfall has declined by between 15 and 25% in the 
months April through June over south-east Australia in 
the last 20 to 30 years25; and

• Across the Murray-Darling Basin streamflows have 
declined by 41% since the mid-1990s compared to the 
long-term average26.

Expecting further climate change impacts over the 
investment horizon, Kilter Rural employs irrigation innovation 
and technology to bolster agricultural and financial resilience. 
The Funds will transition irrigation landscapes to:

• ensure highest possible water delivery security; 

• deliver high efficiency in resource use (water and 
nutrients) using proven irrigation technology; and 

• provide resilience in the face of weather events across 
the various cropping regimes. 

Kilter Rural has managed farmland through the worst 
drought in Australian recorded history, the biggest rain event 
and flooding event in 100 years, Victoria’s hottest four-day 
period on record and rain events such as 170mm over four 
days in September 2017. This knowledge and experience will 
be fully applied to the renewal of the Funds’ aggregations.
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The photo above shows field-grown processing tomatoes after the 2017 170mm rain event, with flood water shedding from 
irrigation layouts into water reuse systems designed by Kilter Rural to protect crop health and yields in extreme events.

6.6 Measuring  
Environmental Condition

The FFL investment and operating model is predicated on 
delivering returns to investors by improving the condition 
of agricultural and environmental assets, building value to 
the point of exit. 

Kilter Rural, in conjunction with the Wentworth Group of 
Concerned Scientists, has implemented the Accounting 
for Nature Framework to underpin an annual assessment 
of environmental asset condition across the Funds’ 
managed lands. 

An important requirement of the environmental accounts 
produced is that they must have the ability to resolve 
change within management timeframes (3-5 years). 
The purpose of the Funds’ environmental accounts is 
to create an economically, socially and environmentally 
sustainable business – one that produces profits and 
jobs while improving the environment from which these 
outcomes are derived.

The methodology to account for changes in 
environmental condition over time will be implemented 
within the governance framework of the Funds to report 
how the investment is profitably improving Australian 
agricultural and ecological landscapes. 

6.7 Exit Strategy
The Kilter Rural strategy of aggregating land, then developing and 
operating these holdings, provides a variety of exit strategies. 

Upon the Funds’ wind up, the assets within the Funds’ portfolio 
will be well suited to those seeking an investment in fully 
developed core farmland and water assets. Many of the 
investment fundamentals attracting domestic capital into 
Australian farmland and water are also attractive to foreign 
capital seeking exposure to the same sector. These include:

• uncorrelated returns;

• real asset-backed capital preservation elements; 

• low sovereign risk;

• supply chain exposure; and

• access to premium markets.

Furthermore, a geographic and sector spread of aggregations 
means diversification in, and therefore choices of, what is offered 
to the market. Rather than presenting individual $100m+ assets 
which would greatly narrow exit options, the Kilter Rural approach 
will allow for the splitting of assets within aggregations if necessary, 
therefore making those assets available to a wider market. 

Kilter Rural will consider the sale of an individual property 
during the term of the Funds if it no longer meets the 
strategy, or where investment capital can be better utilised. 

It is expected a history of resilient earnings, combined with a 
geographic spread of fully developed operations and a broad 
enterprise mix will make the Funds an attractive opportunity for both 
domestic and foreign capital when the Funds reach their full term. 

The Funds will develop aggregations with individual values 
between $50m and $100m. At this scale they remain 
attractive to both local and international institutional capital 
and domestic corporate buyers.
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7 Financial Returns 
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Table 3: Projected investor internal rates of return (IRR) and their elasticity when key variables are applied

SCENARIO LOW CASE BASE CASE HIGH CASE

INVESTOR IRR 7-10% 10-12% 13-15%

Key Variables

Land Capital Growth 4.0% 6.50% 8.0%

Water Capital Growth 4.0% 6.50% 8.0%

Crop Yields (% deviation from 10 year average) -5% 100% +5%

Prices received (% deviation from 10 year average) -12% 100% +12%

Notes to key variables

• The 20-year average annual land value growth across all Australian farmland transactions is 6.6%27

• The 20-year average annual land value growth across all Victorian and NSW farmland transactions is 6.5% and 7.0% 
respectively24.

• High Reliability Water Entitlement (Goulburn) annual capital growth averaging 9.5% per annum from July 1994 to June 201828 

• Low and high case price and yield variables are expressed as percentage of the ten-year average modelled over the duration 
of the Funds’ term. 

Table 4: Outlines of projected investor capital deployment until June 2022 inclusive of land,  
development and water entitlement purchases

PROJECTED CAPITAL DEPLOYMENT AMOUNT DATE

Phase 1 (Fully subscribed) $20m Oct-18

Phase 2 $50m Jun-19

Phase 3 $130m Jun-20

Phase 4 $150m Jun-21

Phase 5 $150m Jun-22

 $500m  

The above capital amounts and deployment dates are anticipated only. No guarantee or other representation is given that amount 
of capital will be raised or deployed by the dates shown.

27 Australian Farmland Values 2017, a Rural Bank Report 2018. 
28 Department of Agriculture and Water Resources: MDBA progress of Water Recovery as at 30 June 2017.
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8 Historical Kilter Rural Returns 

29 Kilter Rural has managed a farmland and water portfolio since 2006. Return calculated from 2014. 

8.1 Kilter Rural’s Institutional 
Mandate

Since 2006, Kilter Rural has managed a portfolio of land and 
sMDB Water Entitlements on behalf of a leading Australian 
institutional investor.

Kilter Rural has operated the portfolio through some of the 
most extreme climatic conditions on historic record in the 
sMDB, namely the Millennium Drought, followed by the 
two wettest years on record in the sMDB, 2010 and 2011. 

Over the last five years, Kilter Rural has achieved an 
annualised return on equity of 11.1% from land and water 
assets now valued at more than $300m29.

8.2 The Kilter Water Fund
The Kilter Water Fund invests in Australian water assets 
and has delivered returns of 16.5% annualised since 
inception in June 2014.

8.3 The Murray-Darling Basin 
Balanced Water Fund

The Fund was created in a partnership with The Nature 
Conservancy. The Murray-Darling Basin Balanced Water 
Fund is the first water investment fund in Australia to 
address balanced environmental, agricultural, social and 
financial outcomes. 

The Murray-Darling Basin Balanced Water Fund has 
delivered annualised returns since inception in December 
2015 of 14.9%.
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9 The Funds’ Structure and Governance 

9.1 Governance Overview 
Kilter Investments’ governance structure has been developed with a strong focus on compliance, with delegated authorities 
and clear lines of reporting and decision-making. 
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Figure 13: Overview of Roles and Responsibilities for the Funds
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The Funds’ structure has the following main components;

• Kilter Investments, the Funds’ Trustee – 
Kilter Investments retains the AFSL and, as Trustee 
of the Funds, is responsible for governing the Funds 
in accordance with the terms of the Constitutions. 
The law, financial services licensing regime and 
regulations governing unregistered managed investment 
schemes reinforce that sole the responsibility for the 
operation of the Funds lies with Kilter Investments as 
Trustee. Kilter Investments represents investor interests 
by monitoring the implementation of the investment 
strategy and exercising oversight of the appropriate 
governance, risk, audit, compliance and reporting 
frameworks for the Funds.

• The Funds’ Custodian, Sandhurst Trustees Limited 
(ACN 004 030 737, Sandhurst) – Sandhurst is a wholly-
owned subsidiary of Bendigo and Adelaide Bank. It acts 
as an independent third party holding the Funds’ assets 
and acts as the record keeper for transactions and 
holdings, reporting on holdings and trades for the Funds 
in accordance with a custodian agreement. A summary of 
the custodian agreement is provided in Section 9.5. 

• Portfolio Manager, Kilter Pty Ltd (trading as 
Kilter Rural) – The Trustee retains Kilter Rural via 
a portfolio management agreement and an asset 
management agreement to be the portfolio manager 
and asset manager of the Australian Farmland Fund and 
the Australian Farmlands Operating Fund respectively. 
Under these agreements Kilter Rural implements 
investment decisions, the acquisition of farmland and 
Water Entitlements, the generation of operating income 
in line with the investment strategy and provides 
support for fund administration services. 

 The Investment Committee will advise Kilter Pty Ltd on 
the investment process and evaluation of opportunities.

• The Funds’ Administrator – Unity Fund Services 
Pty Limited (ACN 146 747 122, Administrator) has been 
appointed by the Trustee as the Funds’ Administrator 
pursuant to the terms of the administration agreement. 
The Funds’ Administrator provides specialist fund 
administration services for the Funds, including 
preparation of the NAV and keeping financial records. 
The Funds’ Administrator receives a fee calculated in 
accordance with the schedule of fees as set out in the 
administration agreement and is entitled to be reimbursed 
for all out of pocket expenses properly incurred in 
performing its duties.

• The Funds’ Registry Services – One Registry 
Services Pty Limited (ABN 69 141 757 360, Registrar) 
has been appointed by the Trustee as the Funds’ 
Registrar pursuant to the terms of the registry agreement. 
The Funds’ Registrar acts as the unit registrar and 
transfer agent and performs other administrative 
tasks for the Funds as required. One Registry receives 
a fee in accordance with the fees set out in the 
registry agreement. 

• Auditor – Morrow’s Audit (ABN 18 626 582 232) 
has been appointed by the Trustee to audit the Funds’ 
financial statements.

• Valuer - The Funds’ portfolio of Water Entitlements will 
be independently valued on a monthly basis by Aither 
Pty Ltd (ACN 155 726 417, Aither) (or such other valuer 
as determined by the Trustee), an independent economic, 
policy and strategy consulting firm. 

The Funds’ portfolio of land may be independently 
valued on an annual basis by a valuer as determined 
by the Trustee.

9.2 Kilter Investments Board 
and Kilter Rural Management

The Kilter Investments board members have extensive 
experience in governance, compliance, investment finance 
and risk management. Members of the Kilter Investments 
board together with a brief summary of their experience are 
listed in Table 5. 

The Kilter Rural investment and management team has 
experience that is unsurpassed in longevity and scale in 
successfully generating returns through farmland and water 
investments in the sMDB. 

Our farmland and water management team, established more 
than 10 years ago, contains experts in farmland development, 
water, finance and farm operations. Summary details for key 
personnel engaged in the delivery of management services 
to the Funds are set out in Table 1 in section 2.6.
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Table 5: Kilter Investments Pty Ltd – Key People

Chair/Non-Executive 
Director

ROBERT (BOB) WELSH
Melbourne

Bob’s career in the finance 
and superannuation industries 
began in 1971. 

For 10 years to 1999 Bob 
was the CEO of the Victorian 
Superannuation Board and 
from 1999 to 2010 was the 
founding CEO of VicSuper. 

Bob was appointed to 
the Kilter Investments 
board in 2012 and brings 
a lifetime of governance 
and investment experience 
to Kilter Investments.

Non-Executive Director

HENRIETTE STRAIN
Melbourne

Henriette has had extensive 
experience as a corporate 
lawyer and senior executive 
in the financial services 
sector specialising in 
governance, investment, 
compliance and risk 
management. Henriette’s 
previous roles include 11 
years as General Counsel 
& Company Secretary 
of VicSuper.

Henriette joined the Kilter 
Investments board in 2015.

CEO & Executive Director

CULLEN GUNN
Melbourne & Bendigo

Since the late 1980’s Cullen 
has dedicated his working 
life to advancing sustainable 
farmland, water and 
ecosystem management in 
Australia. Long-term exposure 
to the investment needs 
of Australian landscapes 
prompted a desire to 
attract institutional scaled 
investment into sustainably 
managed landscapes. 

Cullen is a founding 
director of Kilter Rural 
and has been overseeing 
the existing investment 
portfolios since 2006.

Company Secretary 
Compliance Officer

ANITA BUTTERS 
Bendigo & Melbourne

Anita has more than 30 
years’ exposure to financial 
management and governance 
in agricultural and natural 
resource management. 
Anita is a co-founder of 
Kilter Rural and over the 
past 12 years has led the 
implementation of quality 
assurance, compliance 
and governance processes 
within the business.
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9.3 Quality Assurance 
Kilter Investments has appointed Kilter Rural as manager 
of the Funds. Kilter Rural discharges investment and asset 
management activities within the framework of its accredited 
Quality Management System (QMS). 

Kilter Rural operates its QMS in compliance with the 
requirements of ISO 9001:2008. Original ISO certification 
took place on 28 April, 2010 with a successful recertification 
audit confirmed on 7 February, 2018. 

A surveillance audit is undertaken on an annual basis. 
The QMS consists of policies, procedures and work 
instructions that guide all activities within the business 
to manage risk exposure and to ensure compliance with 
regulatory and client requirements.

9.4 AFSL
Kilter Investments holds an AFSL 414142 for its own 
wholesale managed investment schemes which also 
permits it to deal in derivatives associated with water and 
water products for consumptive and environmental use. 
An AFSL is issued by ASIC and licence holders must satisfy 
the conditions of the licence at all times. Kilter Investments 
has in place policies and procedures to ensure that 
this occurs, including a process for the appointment, 
training and monitoring of its responsible managers and 
authorised representatives.

9.5 The Custodian Agreement 
Sandhurst Trustees has been appointed by Kilter Investments 
to act as custodian for the Funds pursuant to a custodian 
agreement. In accordance with the terms of the custodian 
agreement, Sandhurst Trustees acts as an independent third 
party holding the Funds’ assets, acts as the record keeper 
for transactions and holdings, and reports on holdings 
and trades for the Funds. 

This safekeeping role keeps the Funds’ assets separate 
from the balance sheets of third-party Trustees such as 
Kilter Investments. The Custodian does not influence, 
nor is accountable for, an individual consumer’s choice of 
fund, the Funds’ choice of portfolio and asset manager, the 
portfolio and asset manager’s investment approach, nor 
the Funds’ decision to hold a particular asset or participate 
in a particular market.
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10 Key Risks 

Investors should carefully consider the risks detailed below before 
making an application to invest in the Funds. The following list of risk 
factors is not exhaustive. In light of these risks, no guarantee is or can 
be given by the Trustee or by any person involved with the proposed 
investment that returns will be similar to those discussed in this IM 
or that funds invested will be returned. Investors should carefully read 
and understand the following risks in relation to the Funds (and obtain 
independent professional advice if required), along with other information 
detailed in this IM. Kilter Rural as the Funds’ manager has taken the 
risks outlined below into account and has developed both strategic 
and operational plans accordingly. 
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10.1 Risks Associated with 
Investing in Farmland, 
Ecosystem and Water Assets

Counter-Party
Counter-parties to agreements with the Funds may not 
perform their obligations under those agreements. This could 
adversely affect the performance of the Funds.

Competition
Changes in global commodity markets may adversely 
affect operating returns to the Funds which may have a 
material adverse effect on returns to investors. Competition 
in the form of new technologies, new crop varieties and 
international trade may affect the operating performance 
of the Funds. Additionally, there is a risk that the price of 
farmland and water may increase significantly prior to full 
deployment of the Funds’ capital. This may reduce potential 
returns for investors in the Funds. 

Settlement Risk
Farmland and water asset transactions may not reach 
settlement for a number of reasons, including counterparty 
default due to adverse changes in economic conditions, 
seasonal conditions and/or the legal and regulatory 
environment. 

Climate Change 
Human-induced climate change may challenge the thesis for 
investment in Australian farmland, water and ecosystems. 
The Funds will target high water security irrigation zones 
within SE Australia. While this area may be affected adversely 
by the impacts of climate change it is geographically large 
enough to permit risk mitigation through investing in a 
diversity of sites. Irrigation technologies and farm layout 
are designed to cope with periods of very wet and very 
dry. Carbon liability and offset activities will be presented 
annually to Kilter Investments within the framework for 
environmental accounts.

Degradation of Farmland Assets 
It is possible that through poor management, neglect and 
or inability to consistently monitor their condition that 
farmland assets within the Funds may suffer environmental 
degradation. This risk will be mitigated through the annual 
submission to Kilter Investments of environmental condition 
accounts, which are used for annual comparisons of farmland 
condition starting with a condition reference point and the 
condition benchmark health at purchase (refer section 6.6 
for overview).

Supply and Demand
Farmland and water supply and demand may be affected 
by seasonal conditions, including periods of drought, high 
rainfall and flooding. These seasonal conditions may change 
farmland and water supply and demand which, in turn, 
may affect the price of farmland and water assets over the 
short-term or long-term.

Thinly-Traded Water Assets
Relative to some more traditional investments, sMDB water 
assets are thinly traded. Consequently, it can be difficult 
for Kilter Rural to value the water assets with precision. 
To address this risk, the Funds have appointed Aither, an 
independent valuer, to value the Funds’ water assets on a 
monthly basis. Aither’s valuations will be subject to certain 
assumptions and factors and investors will need to make their 
own assessment of the adequacy of those valuations. 

Government Involvement in Water Markets
The Funds’ opportunity to acquire Water Entitlements 
at reasonable valuations may be compromised by the 
Commonwealth Government’s water acquisition program 
which is aimed at increasing environmental water flows in the 
Murray-Darling Basin. 

The Government’s acquisition of water has resulted in fewer 
Water Entitlements and may decrease the availability of these 
assets at reasonable valuations. Furthermore, once the Funds 
have acquired more Water Entitlements, there is a risk that 
the value of those Entitlements could be impacted if the 
Commonwealth elects to supply and sell substantial Water 
Allocation derived from its holdings.

Loss of Carry-Over
Water Allocation may be carried over from one irrigation year 
to the next to be used (or sold) in the subsequent irrigation 
year. Kilter Rural may elect to use this strategy when Water 
Allocation prices are low in an irrigation year due to excessive 
over-supply (i.e. during a wet or very wet year). There is a risk 
that Water Allocation carried over may be cancelled with no 
income to the Funds. The circumstances in which this could 
occur vary based on the differing carry-over rules associated 
with each class of Water Entitlement. However, in general, 
loss of carry-over occurs when the allocation percentage in 
the subsequent year plus the carry-over percentage exceeds 
100% and the water storage associated with a class of Water 
Entitlement becomes full and spills.

Development Risk
The Funds may, in certain circumstances, be exposed to 
development risk as a result of capital improvements and 
development activities on its properties. These activities 
may adversely affect planned budgets which, in turn, may 
adversely affect investor returns. 

Natural Disaster and Seasonal Risk 
Through the operation of farmland and water assets 
the Funds may be exposed to natural events and other 
environmental issues which may adversely impact the assets 
held in the funds.

Market Risk
The value of assets in the Funds and operating returns may 
increase or decrease depending on market, environmental, 
economic, political, regulatory and other factors affecting the 
investment strategy.
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10.2 Risks associated with 
investing in the Funds

Legal, Tax and Regulatory Risk
There is a risk that there could be significant changes in the 
legal, tax and regulatory environment affecting the Funds 
at either or both the Commonwealth and State Government 
levels. Such changes could materially and adversely affect the 
Funds and their operations as well as the liquidity of the Funds’ 
assets. Such changes are not predictable, nor are their effects.

Liquidity Risk
The liquidity in the Australian farmland and water market 
fluctuates. Kilter Rural will leverage upon its extensive 
network to source farmland and water assets not publicly 
listed for sale. However, the availability of assets for purchase 
may be affected by seasonal conditions which may, in turn, 
affect the ability to purchase farmland and water assets. 
Additionally, these factors may adversely affect the Funds’ 
ability to sell assets upon wind up of the Funds. 

Lack of Diversification
There is a risk that the Funds might, at particular times, be 
overweight in certain types of water and farmland assets. 
In addressing this risk, Kilter Rural diversifies the Funds’ 
portfolio across the different types and classes of sMDB 
farmland and water assets in a manner consistent with 
the Funds’ investment strategy. However, following the 
investment or redemption of capital, the Funds’ portfolio may 
be more concentrated in particular types of assets. This lack 
of diversification, should it occur, may negatively affect the 
Funds’ NAV and cause losses to the Funds. 

Fund Size Risk
There is no assurance that the Funds will raise the capital 
required to meet the target returns expected.

Dependence on Kilter Rural
The Funds’ performance is to a large extent driven by Kilter 
Rural and its ability to develop, implement and adaptively 
manage strategies that respond to changing market conditions 
so that it can achieve the Funds’ investment objectives. Kilter 
Rural’s ability to execute timely transactions at prices that 
maximise value for the Funds will also affect returns. Actions 
taken, or not taken, by Kilter Rural could cause the Funds to 
incur losses or miss investment opportunities.

Key Person Risk
There is no assurance that the key personnel and officers 
of the Trustee or Kilter Rural will continue to be involved in 
the Funds’ investment activities (as applicable). Under the 
terms of the Portfolio Management Agreement and the Asset 
Management Agreement the Trustee has certain rights of 
review if certain key employees cease to be employed by 
Kilter Rural. Kilter Rural may be replaced as manager if it is 
unable to demonstrate an ongoing capability.

Conflict of interest Risk
Kilter Rural’s oversight of different client accounts may 
subject Kilter Rural to various conflicts of interest. In addition, 
the investment manager, its affiliates, and its principals may 
have investments in other funds or interests in the performance of 
other client accounts which pose conflicts of interest. Kilter Rural 
has developed a policy framework which will be applied to resolve 
conflicts with respect to investment opportunities in a manner that 
it deems equitable to the extent possible under the prevailing facts 
and circumstances and in accordance with applicable law.

Conflicts of interest between Trustee  
and investment Manager
Conflicts of interest may arise because the Trustee and 
Kilter Rural are related entities and may have other business 
dealings with each other. The Trustee has an established policy 
to manage conflicts that arise. Kilter Investments and Kilter Rural 
are concurrently working to deliver two other water portfolio 
investments, and may become involved in subsequent portfolio 
investment management, which may lead to conflicts of interest. 

Lack of Investor Control
Investors have no opportunity to control the day-to-day 
operation of the Funds. This includes considering, 
evaluating and making investment and management 
decisions for the Funds.

Dilution Risk
As the Funds issue new units to investors, the proportional 
beneficial ownership of existing unit holders in the underlying 
assets of the Funds may be reduced.

Forfeiture of Units
If an investor fails to pay the whole of a call by the time 
appointed for payment then the Trustee may choose to take 
action that may ultimately lead to the forfeiture of the units 
held by the investor.
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11 Details of the Offer 

30 Australian Farmland Values 2017, a Rural Bank Report 2018. 

11.1 The Offer
Pursuant to the Offer, investors are invited to apply for Units 
in the Funds.

11.2 Unit Price and  
Minimum Investment

Unit prices are calculated in accordance with the Funds’ 
constitutions. The unit price will be determined in the month 
in which the funds to be invested are received, along with a 
completed application form. In the event that the funds and 
completed application forms are in different months, the 
later date will apply. 

The unit price for each month will be determined as the 
higher of the consolidated NAV for the Funds or the 
time-adjusted unit price for that month, adjusting for the 
transaction costs of issuing or withdrawing units.

Initial capital has been raised and deployed in farmland 
development projects which will take a number of years  
to reach maturity. As additional funds are raised, they will 
be similarly deployed on development projects. 

Given this, the Trustee will apply a ‘time adjustment’ to the 
issue price of units made at different times to reflect the 
change in risk associated with later investment and the time 
value of money in the absence of revaluation of the assets 
(expressed through the NAV) to reflect any change in 
projected value. 

A rate of 6.5% has been applied to determine a ‘time-adjusted 
unit price’ across the investment window, which is from 
March 2019 to June 2020. It is anticipated that the Funds 
will be fully subscribed by this time, after which the NAV 
will determine the unit price. The interest rate applied is 
consistent with the average appreciation in the value of 
Australian rural land over the past 20 years30. 

The values of the Funds’ assets and liabilities are 
calculated by the Trustee in accordance with the 
Constitutions. Aither has been engaged by the Trustee 
to value the Funds’ water assets. The Funds’ portfolio 
of land may be independently valued on an annual basis 
by a valuer as determined by the Trustee.

The current unit price can be obtained by contacting the Trustee. 
The minimum application amount is $100,000 or lesser amounts 
as determined by the Trustee and $10,000 for subsequent 
applications or a lesser amount as determined by the Trustee.

Table 6: Time-Adjusted Unit Price

MAR-19 APR-19 MAY-19 JUN-19 JUL-19 AUG-19 SEP-19 OCT-19

$1.000 $1.005 $1.011 $1.016 $1.022 $1.027 $1.033 $1.039

NOV-19 DEC-19 JAN-20 FEB-20 MAR-20 APR-20 MAY-20 JUN-20

$1.044 $1.050 $1.056 $1.061 $1.067 $1.073 $1.079 $1.084
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11.3 The Size of the Funds
The Funds will not be capped, however they are not 
expected to exceed $500m. Capital raising is subject 
to certain limitations as set out in Section 14.11.

11.4 Target Returns
The Funds’ target is to achieve returns in a range of 10% 
and 12% per annum (after fees and before tax)31. 

Target returns are expected to be comprised of capital 
growth in the Funds’ lands and Water Entitlements, as well 
as net income generated by the portfolio after meeting the 
Funds’ operating costs.

Target returns are not guaranteed and may be affected 
by a number of factors, including the risk factors set out 
in Section 10. 

11.5 Redemptions
The anticipated life of the Funds is 10 years and an investment 
in the Funds should be considered illiquid. In the event that a 
unitholder makes a request for a redemption, the Trustee will 
decide whether such a request will be accepted and if it does 
not disadvantage the Funds or other investors. If the Trustee 
decides to accept such a request, the Trustee will use its 
reasonable endeavours to facilitate that redemption out of any 
future capital raised. Where such a redemption is accepted, it 
will be limited to a maximum 25% of any one capital raising. 

On a reasonable endeavours basis, the Trustee will attempt 
to meet redemption requests, subject to the Funds liquidity, 
ability to source alternative investors and a range of other 
factors. Where the satisfaction of redemption requests is not 
in the best interests of the Funds and investors as a whole 
the Trustee may defer redemptions. 

The price paid on redemption of units may be determined 
by the Trustee, but it is anticipated to be based on the NAV 
of the Funds’ assets less transaction costs involved with 
withdrawing from the Funds.

11.6 Transfers
There will not be any established secondary market for the 
sale of units. If you want to sell your units to an existing 
investor or a third party, then you may endeavour to do so. 
You can negotiate and agree a price for your units with the 
prospective buyer. The Trustee may, at its discretion, refuse 
to register any transfer of units. 

11.7 Distributions
The Australian Farmlands Fund will distribute its taxable 
income each year. This is in line with this entity being a 
‘flow through’ entity for income tax purposes. 

31 Potential investors should note that past performance is not an indicator of future performance. There can be no guarantee that historical levels of capital appreciation 
of Water Entitlements will occur in the future. Furthermore, there is no guarantee that investment yields which have occurred previously will be maintained in the future.

The Australian Farmlands Operating Fund will be taxed as an 
operational business (i.e. ‘company’) and distributions declared 
by the Trustee in accordance with the distribution policy outlined 
in the constitution. The Trustee will also make a decision on 
the extent to which these distributions will be franked. This will 
primarily be determined by the availability of franking credits.

Distributions will be based on the number of units held at 
the date of distribution and paid by bank transfer directly to 
the investor’s nominated bank account. No distribution is 
guaranteed, and the amount paid is dependent upon a number 
of factors, including the risks disclosed in this document.

11.8 Term of the Funds
The term of the Funds is fixed at 10 years. However, the 
Trustee may extend the term beyond the Funds’ initial 10-year 
term if it reasonably considers the extension is in the best 
interests of investors, or is necessary or desirable (but only 
by up to six months).

The Trustee must wind-up the Funds or cause the Funds 
to be wound up in any of the following circumstances:

Investor initiated: At any time after the seventh anniversary of 
the commencement of the Funds, the investors may request 
the Trustee to call and hold a meeting for the purposes of 
the investors considering whether they want to terminate the 
Funds before the end of their initial 10-year terms.

Trustee initiated: If at any time after the seventh anniversary 
of the commencement of the Funds, the Trustee considers 
it is in the best interests of investors to terminate the Funds 
before the end of their initial 10-year terms, then the Trustee 
may call and hold a meeting of investors for them to consider 
whether they want the terms to end earlier.

Early termination: If at any time during the first seven years of 
the commencement of the Funds, the Trustee considers it is 
in the best interests of investors to terminate the Funds, then 
the Trustee may call and hold a meeting of investors for them 
to consider whether they want the Funds to be terminated. 

The Trustee can (with good reason) extend the term of the 
fund for a maximum of 6 months without Unitholder approval. 
At any time in the 12 months before the end of the 10 year 
term of the fund, the Trustee may hold a meeting of the 
Unitholders to approve an extension up to 5 years.

11.9 Interest in the Funds
Investment in the Funds will be represented by units being 
issued to the investor. The ratio of units that will exist 
between the two stapled trusts will be nine units in the 
Australian Farmlands Fund to every one unit in the Australian 
Farmlands Operating Fund. 

By way of example, an investment of $100,000 at the unit 
price of $1.00 would result in 90,000 units in the Australian 
Farmlands Fund and 10,000 units in the Australian Farmlands 
Operating Fund.

Each unit represents a proportional interest in the underlying 
value of the net assets of the relevant trust.
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12 Fees and Costs 

12.1 Amounts
This section shows fees and other costs that may be charged to the Funds. You should read all information about fees and costs 
as it is important to understand their impact on the Funds and potential returns to you.

FEE AMOUNT HOW AND WHEN PAID

Management Fee 1.15% of the gross value of the Funds’ assets Payable to the Kilter Rural as the manager, 
monthly out of the assets of the Funds based  
on the gross value of Fund assets at the  
end of the relevant month. 

Trustee Fee 0.35% of the gross value of the Funds’ assets The Trustee receives a fee of 0.35%  
for management of the Funds.

Grant Fee 10% of the value of all co-investment grants  
and or natural capital, ecosystem service  
and environmental protection payments 

Payable to the Kilter Rural as the manager  
out of the assets of the Funds in the month 
following the receipt of grant funds.

Performance Fee A performance fee will be payable by the  
Funds on the tenth anniversary of the  
Funds establishment calculated as 15%  
of pre-tax returns (net of management fees  
and costs) above a performance hurdle  
of 8%. The manager is entitled to receive  
half of its performance fee on the fifth 
anniversary of the Funds’ establishment 
(assuming the Funds’ performance for the 
period exceeds the performance hurdle).

If payable, this fee is paid by the Funds  
to Kilter Rural as the manager out of the  
assets of the Funds on the fifth and tenth 
anniversaries of the Funds. 

12.2 Goods and Services Tax
Unless otherwise stated, all fees quoted in the IM are quoted 
exclusive of GST.

12.3 Waiver or Deferral of Fees
The Trustee may, in its absolute discretion, accept lower fees 
than it is entitled to receive, or it may defer payment of these 
fees at any time.

12.4 Expenses
The Trustee is entitled to be paid or reimbursed for expenses 
associated with the operation of the Funds, such as the 
custodian’s fees, transaction costs in acquiring the Funds’ 
assets, the Funds’ administration, legal, accounting and audit 
fees in respect of the Funds and other expenses properly 
incurred in connection with performing its duties and 
obligations in the day-to-day management of the Funds.
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The following comments are a general summary only of the taxation 
matters applicable to the Funds and to Australian resident investors for 
income tax purposes. The comments are based on information that is 
current at the date of issue of this IM. There are tax implications that 
arise when investing in the Funds, about which we do not provide advice. 
Due to the complex and fluid nature of the Australian taxation regime 
you should obtain professional advice regarding your own circumstances 
before making an investment decision.

13 Taxation 
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13.1  Taxation of the Funds
An investment in the Funds is an investment in two 
underlying trusts, these being the Australian Farmlands 
Fund (AFF) and the Australian Farmlands Operating Fund 
(AFOF). These two trusts are legally and permanently 
linked in what is often described as a ‘stapled’ unit trust 
structure. Total investment funds received will be allocated 
to the two trusts on the basis of 90% to the AFF and 10% 
to the AFOF.  The purpose of this structure is to separate 
the ownership of assets from the trading operations of the 
farming enterprise. This structure will result in different tax 
implications for each of the trusts.

The Trusts are Australian residents for income tax 
purposes. As such, they are required to determine net 
taxable income each income year.

The Trustee intends to distribute all the net taxable 
income for the AFF (after deducting expenses including 
management costs) to investors each financial year, so 
under current tax law the AFF will not pay income tax. It is 
also intended that the AFF will distribute all net realised 
gains (if any) to investors as part of the annual distribution. 
The distributable income may include non-assessable 
amounts to investors, receipt of which may have capital 
gains tax consequences. 

The AFOF is expected to be taxed as a trading trust in 
accordance with corporate tax regulations. Accordingly, 
the Trustee will declare distributions where considered 
appropriate and such distributions may be franked to the 
extent that franking credits are available.

13.2  Taxation of Investors
At the end of the Funds’ financial year investors will receive 
a tax statement with a guide to help you complete your tax 
return. The tax statement will show the taxable amount of 
distributions (if any) to which you are entitled, and the taxable 
amount distributed should be included in your assessable 
income for the year in which the distribution was made. 

Distributions of non-assessable amounts (typically referred 
to as tax deferred amounts) are generally not subject to 
tax. This may arise where the Funds’ distributable income is 
higher than its taxable net income. Although the receipt of 
non-assessable amounts are generally not subject to tax, the 
receipt of certain non-assessable amounts may have capital 
gains tax consequences. Broadly, the receipt of certain 
non-assessable amounts may reduce the cost base of the 
investor’s investment in the Funds. If the cost base reduces 
to zero, any additional non-assessable receipts may give rise 
to an immediately taxable capital gain. If the cost base is not 
reduced to zero, the reduction to the cost base may result in 
either an increased capital gain or a reduced capital loss on 
the subsequent disposal of the units in the Funds. 

All tax liability on distributions, dividends and on withdrawals 
from the Funds rests with investors and therefore the Trustee 
recommends you seek professional advice prior to investing 
in the Funds. 

13.3  Income Tax
You will be assessed on your share of the net taxable 
income of the Funds to which you are entitled for a particular 
income year. 

13.4  Capital Gains Tax (CGT)
The disposal of units, either by withdrawing or transferring 
your investment, may lead to a CGT liability for you on any 
gain made. If the units were owned for at least 12 months 
by an individual, trust or complying superannuation entity 
and the Funds and an investor satisfies certain other 
requirements then the discount method of calculating the 
capital gain should be available to that investor. 

However, if an investor is carrying on a business which 
involves trading in units they may be liable to pay tax on 
any gains made on the disposal of units as ordinary income.

Any capital losses on the disposal of units may be able 
to be offset against capital gains arising in that year or in 
subsequent years. 

13.5 Current Tax Trust Reforms
The Australian Government is currently in the process of 
developing new trust tax reforms. The main focus of the 
trust tax reforms are the;

• definition of fixed trusts, and the

• taxation of trust income.

The proposed changes are not expected to have a significant 
impact on the Funds. However, if the proposed changes do 
have a significant impact, investors will be advised by the 
Trustee of the Funds.

13.6 Duty on Issue or  
Transfer of Units

The Funds will be liable to pay stamp duty on the acquisition 
of the underlying assets. However, under certain State 
legislation, they may also be required to pay Land Duty on 
the transfer or issue of new units, where the underlying 
assets are property and certain other conditions are met. It 
is intended that an application for registration as a declared 
public unit trust will be made which would likely see the 
Funds exempted from the application of this Land Duty.
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14 Additional Information 

14.1 Constitutions
The Constitutions of the Australian Farmlands Fund and the Australian 
Farmlands Operating Fund (Constitutions) are the primary documents 
governing the relationship between the investors and the Trustee. The 
Constitutions are dated 23rd August 2018 and contain extensive provisions 
about the legal obligations of the parties and the rights and powers of each.

The key terms of the Constitutions are summarised below. 

a. Under the Constitutions, the Trustee is 
granted a broad range of powers in relation 
to the Funds, including the power to invest 
and deal with investments as if it was the 
sole beneficial owner.

b. Investors are entitled to receive notice 
of, and to attend and vote at, a general 
meeting of the Funds and to receive 
all notices and any other documents 
required to be sent to investors under the 
Constitutions. Each investor present in 
person or by an attorney, representative or 
proxy at a general meeting has one vote 
on a show of hands and, should a poll be 
called, one vote for each unit held.

c. The Trustee may, on behalf of the Funds, 
issue further units at such issue price it 
determines.

d. Units may be transferred by a written 
document. However, the Trustee may 
refuse to register any transfer of units, in its 
absolute discretion.

e. If the Funds are wound up, investors 
will be entitled to the net proceeds 
of realisation in the Funds, following 
payment of any liabilities or costs 
owed by the Funds. The proceeds 
will be distributed to each investor in 
accordance with the percentage the 
units they hold bears to the total units 
on issue. 

f. The Trustee, a related company, or an 
associate of the Trustee, may hold units 
in the Funds. Further, the Trustee has 
the power to contract with itself, in 
its personal capacity and with related 
entities.

g. The Trustee is indemnified out of the 
assets of the Funds against any liability 
incurred in exercising its power under 
the Constitutions and for all costs 
and expenses properly incurred in 
connection with the Funds. 
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14.2 No underwriting or listing
The Offer is not underwritten and there is no current 
intention to apply to list the Funds on a securities exchange

14.3 Anti-Money Laundering  
and Counter Terrorism 
Financing Act

The Anti-Money Laundering and Counter-Terrorism Financing 
Act 2006 requires the Trustee to verify an investor’s identity 
prior to accepting an investor’s investment. Investors will be 
required to provide the identification information set out in 
the application form. The Trustee will not issue an investor 
with units unless satisfactory identification documents are 
provided. In some circumstances, the Trustee may need to 
re-verify this information.

The Trustee may need to obtain additional information and 
documentation from you when undertaking transactions in 
relation to your investment.

By applying for units, you agree to the following:

You will supply, or procure the supply of, any documentation 
and other evidence, and perform any acts, to enable the 
Trustee to comply with the AML/CTF laws.

If we suspect that you are in breach of the AML/CTF laws 
applicable in Australia or elsewhere, or we believe it is 
required to take action under any laws relating to AML/
CTF or any other applicable law in Australia or elsewhere, 
we may take any action we consider appropriate, including 
transferring your units and refusing or ceasing to provide you 
with services, in order to comply with any laws relating to the 
AML/CTF laws or any request of a relevant authority. 

We may, in our absolute discretion, with or without notice 
to you, disclose or otherwise report the details of any 
transaction or activity, or proposed transaction or activity, 
in relation to the Funds (including any personal information, 
as defined in the Privacy Act 1988 (Cth) that you may have 
provided to us) to any reporting body authorised to accept 
reports under any laws relating to the AML/CTF laws 
applicable in Australia or elsewhere.

14.4 Privacy
The Privacy Act 1988 (Privacy Act) governs the use of an 
individual’s personal information gained by an organisation 
from dealings with the individual. The Australian Privacy 
Principles of the Privacy Act govern the way in which 
organisations should treat personal information.

The Trustee is committed to managing and only using 
personal information in ways that comply with the Privacy 
Act. As a result, the Trustee will apply the Australian Privacy 
Principles in respect of all information provided by investors 
in making the application for investment in the Funds.

The information the Trustee obtains from investors on the 
application form is used to evaluate applications, as well as 
to issue and manage units in the Funds. The Trustee will 
retain the information provided for record keeping purposes. 
However, once personal information is no longer required, 
the Trustee will either destroy it, or retain it in a way that does 
not identify that it relates to a specific investor.

Investors have a right to know the information the Trustee 
holds and to require the Trustee to correct any errors. In this 
regard an investor can assist the Trustee to keep its details up 
to date by advising the Trustee of any information that appears 
incorrect. Investors can telephone the Trustee on 03 5444 0112 
or write to the Trustee at PO Box 85, Bendigo Central, Victoria 
3552 to obtain details about the information the Trustee holds.

As well as reporting to investors about investments, the 
Trustee may use investors’ contact details to let them know 
about other investment opportunities. If an investor prefers 
not to receive these communications, then please advise 
the Trustee using the contact details referred to above. If 
the Trustee is obliged to do so by law, the Trustee will pass 
investors’ personal information to other parties strictly in 
accordance with the relevant legal requirements. 

14.5 Foreign Account Tax 
Compliance Act (FATCA  
and Common Reporting 
Standard (CRS))

FATCA is United States (US) tax legislation that enables the 
US Internal Revenue Service (IRS) to identify and collect 
tax from US residents that invest in assets through non-
US entities. If you are a US resident for tax purposes, you 
should note that the Funds are expected to be a ‘Foreign 
Financial Institution’ under FATCA. The Trustee intends to 
comply with its FATCA obligations, as determined by either 
the FATCA regulations or any inter-governmental agreement 
(IGA) entered into by Australia and the US for the purposes 
of implementing FATCA. Under these obligations, the Funds 
will have to obtain and disclose information about certain 
investors to the Australian Taxation Office (ATO). In order for 
the Funds to comply with its obligations, we will also request 
that you provide certain information about yourself, including 
your US Taxpayer Identification Number (TIN). We will only 
use such information for this purpose from the date the 
Funds are required to do so.
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The Funds are also required to separately collect and report 
financial account information for all non-resident investors 
and certain entities with non-resident controlling persons 
under the Common Reporting Standard (‘CRS’) to the ATO. 
The CRS is the single global standard for the collection, 
reporting and exchange of financial account information of 
non-residents, which applies to calendar years ending after 
1 July, 2017. Under CRS, the Funds may need to collect and 
report financial account information of non-residents to 
the ATO. The ATO may exchange this information with the 
participating foreign tax authorities of those non-residents. 
To assist us in complying with these obligations, we may 
request certain information from you.

14.6 Disclosures of Interests 
No expert or any firm in which any expert is a partner, 
has any interest in the Offer referred to in this IM, and no 
amounts have been paid or agreed to be paid (other than 
normal fees) to any expert or any firm in which they are a 
partner, for services rendered by the expert or the firm in 
connection with the offer under this IM.

14.7 Registry 
The Funds’ registry will be managed by One Registry 
Services. The Funds’ Registrar acts as the unit registrar and 
transfer agent and performs other administrative tasks for the 
Funds as required. One Registry receives a fee in accordance 
with the fees set out in the registry agreement.

14.8 Complaints Handling 
Investors have a right to complain if they are not satisfied 
with the Trustee’s performance as Trustee for the Funds. 
All complaints will be taken seriously, and the Trustee will 
provide any investor with a copy of the policy for handling 
complaints on request and at no charge.

If the investor has a complaint, then he/she/it should notify 
the Trustee in writing (but please note the right to lodge a 
complaint from the outset with the external dispute resolution 
scheme below of which the Trustee is a member). Once 
a complaint is made, the Trustee will acknowledge the 
complaint within five business days and will provide a written 
response as soon as practicable, but no later than 45 days 
from receipt. 

If a satisfactory resolution cannot be reached, then an 
investor may lodge their complaint with the Australian 
Financial Complaints Authority. The contact details of 
Australian Financial Complaints Authority are provided below. 

GPO Box 3 
Melbourne VIC 3001

T: 1800 931 678  
F: +61 3 9613 6399 
E: info@afca.org.au

Please note that a complaint is not required to go through 
the Trustee’s complaint handling process before it can be 
referred to the Australian Financial Complaints Authority.

14.9 Directors’ Interests, Trustee 
and Related Party Disclosure 

Kilter Rural is a related party of the Trustee. The fees payable 
to Kilter Rural are set out in this IM.

Each of Kilter Rural’s directors is, or represents, a shareholder 
in Kilter Rural. In addition, one of Kilter Rural’s directors is also 
a director of the Trustee.

Wedgetail Food & Fibre Pty Ltd is 50% owned by Kilter Rural 
and therefore is a related entity.

Directors and employees of both the Trustee and Kilter Rural 
may subscribe for units in the Funds.

14.10  Communicating  
  with Investors 

Investors will be provided with the following information 
electronically:

• a quarterly report summarising the Funds’ performance, 
NAV and activities;

• a distribution statement after 30 June each year; and

• audited financial statements annually.

14.11  Other Clients of Kilter Rural 
Kilter Rural and its principals currently advise other clients 
with respect to a number of Australian land and Water 
Entitlement portfolios and it may do so in the future. 

14.12   Conflicts of Interest  
  between different Clients 

Kilter Rural’s oversight of different client accounts may 
subject it to various conflicts of interest. In addition, Kilter 
Rural, its affiliates, and its principals may have investments 
in other funds or interests in the performance of other client 
accounts which pose conflicts of interest. 

However, the portfolios of these client accounts may differ 
as a result of applications and redemptions being made by 
investors at different times and in different amounts, as well 
as due to different investment strategies and investment 
profiles and/or different tax and regulatory considerations. 

Kilter Rural will resolve conflicts with respect to investment 
opportunities in accordance with its Conflicts of Interest 
Policy, in a manner that it deems equitable to the extent 
possible under the prevailing facts and circumstances and in 
accordance with applicable law.
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The FFL investment and 
management model has proven 
over 12 years to moderate risks 
associated with climate change 
and weather events. 
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15 Glossary 

ABARES — Australian Bureau of Agricultural and Resource 
Economics and Sciences

AFSL — Australian financial services licence

AML/CTF — Anti-Money Laundering and Counter-
Terrorism Financing Act

Application form — the application form included in or 
accompanied by this IM to be completed by a prospective 
investor when applying for units

Business day — a day on which banks are open for 
business in Melbourne, except a Saturday, Sunday or public 
holiday.

Constitutions — the constitutions dated 23 August, 
2018 establishing the Australian Farmlands Fund and the 
Australian Farmlands Operating Fund and governing the 
relationship between the Trustee and the investors, as 
amended from time to time

Corporations Act — Corporations Act 2001 (Cth) for 
the time being, in force together with the regulations of the 
Corporations Act

CRS — Common Reporting Standard

FATCA — Foreign Account Tax Compliance Act

FDI — Foreign direct investment

FIRB — Foreign Investment Review Board

FUM — funds under management

Funds (the Funds) — the investment vehicle comprising 
the Australian Farmlands Fund (AFF) (ABN 42 131 895 780) 
and the Australian Farmlands Operating Fund (AFOF) (ABN 
96 399 684 842) which operate together under a stapled unit 
trust structure. 

FFL — Kilter Rural’s Future Farming Landscape operating 
model

GFC — Global Financial Crisis 2008 

High water mark — The highest peak in unit price that a 
unit has achieved since the establishment of the Funds

GST — Goods and Services Tax as defined in A New Tax 
System (Goods and Services Tax) Act 1999, as amended 
from time to time

HRWE — high reliability water entitlements, Goulburn zone

IM — this information memorandum and any replacement or 
supplementary information memorandum

Investor — a person who has acquired units in the Funds

IRR — internal rate of return

Kilter Investments/Trustee — Kilter Investments Pty Ltd 
(ACN 152 558 113) (AFSL 414142)

Kilter Rural/Manager — Kilter Pty Ltd (ACN 111 305 
349). Kilter Investments has appointed Kilter Rural as 
portfolio manager of the Australian Farmlands Fund and 
Asset Manager of the Australian Farmlands Operating Fund. 
Kilter Rural discharges investment and asset management 
activities.

MDBA — Murray-Darling Basin Authority

NAV — net asset value

Offer — An invitation for sophisticated investors or wholesale 
investors to participate in the Funds as set out in this IM.

sMDB — southern Murray-Darling Basin

Sophisticated investor — A person who satisfies the 
definition of ‘sophisticated investor’ in section 761GA of the 
Corporations Act.

Unit — A unit in the Funds.

We/us — Kilter Investments Pty Ltd (ACN 152 558 113).

Water Allocation — The annual volume of water 
made available under a Water Entitlement and which are 
prescribed by the relevant Government body depending 
on the volume of water available within the relevant 
jurisdiction in the Murray-Darling Basin river system 

Water Entitlement — perpetual or ongoing entitlement  
to exclusive access to a share of water from a consumptive 
pool of specified water resource such as a river in the 
Murray-Darling Basin river system 

Wholesale investor — a person to whom a regulated 
disclosure document is not required to be given under the 
Corporations Act because the person satisfies at least one  
of the following:

a. a professional investor (as that term is defined in the 
Corporations Act);

b. invests at least $500,000 into the Funds;

c. meets the minimum asset test ($2.5m of net assets)  
or income test ($250,000 of gross income for the last 
two financial years) set out in the Corporations Act: or

d. otherwise satisfies the Trustee they are not a 
‘retail client’ for the purposes of Chapter 7 of the 
Corporations Act.
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16 Instructions on How to Invest 

16.1 Application Form
To apply for units, you will need to complete the application form attached to this IM. Please complete and lodge the application 
form in accordance with this section. 

The type of entity you are using to purchase units will determine how you complete the application form. Please refer to the table 
below when completing the name of the investor.

TYPE OF INVESTOR CORRECT FORM

Individual 
Use given names in full, not initials

• Peter Robert Smith

• P.R. Smith

Company
Use full company name, not abbreviations

• Smith Building Services Pty Ltd

• SBS P/L

• Smith Building Services

Minor (under 18 years of age)
Use the name of the responsible adult with the  
minor in brackets, not just the name of the minor

• Jane Elizabeth Smith <Jane Elizabeth Smith Jnr>

• Jane Elizabeth Smith Jnr

Trusts
Use the name of the Trustee with the name of the  
trust in brackets, not just the name of the trust

• Peter Robert Smith <Smith Family Trust>

• Smith Family Trust

Superannuation funds
Use the name of the Trustee with the name of the 
fund in brackets, not just the superannuation fund

• Jane Elizabeth Smith <Smith Superannuation Fund>

• Smith Superannuation Fund

Partnerships
Use the name of the partners and  
not the name of the firm or business

• Peter Robert Smith and John Smith <Smith Brothers>

• Smith Brothers

16.2 Eligibility
The Offer under this IM can only be made to recipients who 
qualify as wholesale investors or as sophisticated investors. For 
investors qualifying as wholesale investors under section 761G of 
the Corporations Act in reliance on an accountant’s certificate, 
please see the form of certificate attached to this IM.

16.3 Minimum Investment
The minimum investment is $100,000 and thereafter in 
multiples of $10,000 (although in either case the Trustee may 
accept a lesser amount).
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16.4 Cheques
To apply for units, you must use the application form. 
Please attach your cheque to the application form 
and make it payable to ‘One Registry Services Pty Ltd 
Applications Ac No. 5’. Your cheque must be drawn on 
an Australian authorised deposit-taking institution and 
crossed ‘not negotiable’.

16.5 Direct deposits
You may also pay your application money by direct deposit 
into the following account:

Account Name:  
One Registry Services Pty Ltd Applications Ac No. 5

Bank: 
St. George 

BSB:  
332127

Account Number:  
554897972

Reference:  
Investor surname/company or trust name (as 
applicable)

16.6 If you are applying  
as an individual

The application form must be signed personally by you or 
your attorney(s). Joint applications must be signed by ALL 
applicants or their authorised attorney(s). Please also note 
the full names of the two joint applicants must appear with 
the second name appearing as applicant #2 on the form. 
Where there is only one applicant for this form, then just 
complete the applicant #1 field on the application form. 
Where the application form is signed by an attorney, the 
application form must be accompanied by a copy of the 
power of attorney and a declaration of non-revocation of 
the power of attorney by the attorney.

16.7 If you are applying  
as a company

You need to sign the application form in the manner 
required by the Act, which is for a director and secretary, 
two directors or, if the company has only one director, then 
just that director to sign the application form. There is no 
need for you to apply a company seal.

16.8 If you are applying as a 
trust (family or unit trust, 
superannuation fund)

You need to apply in the name of the Trustee and also note 
the full name of the trust on the application form.

If the Trustee is an individual, then the application form 
must be signed personally by the Trustee or by its attorney.

If the Trustee is a company then, you need to sign the 
application form in the manner required by the Act, which 
is for a director and secretary, two directors or, if the 
company has only one director, then just that director to 
sign the application form. There is no need for you to apply 
a company seal.

16.9 Tax File Number 
You do not have to provide us with your Tax File Number 
(TFN). However, if you do not provide your TFN, then 
we may be required to deduct tax at the top marginal tax 
rate from any income paid to you. You may be eligible for 
an exemption to provide your TFN, in which case you will 
need to state the reason in the application form in the 
space provided.

16.10 Acceptance of Applications
Once you have signed and returned the application 
form, you are bound to become an investor if we accept 
your application. We may decide whether to accept or 
reject, wholly or in part, your application in our absolute 
discretion. We may decide whether to accept or reject any 
application form. Your application may be rejected if the 
offer is oversubscribed, or for any other reason.

If we reject your application, then we will repay the 
application money to you, less any taxes and bank fees in 
connection with the application. You will not receive any 
interest on your application money.
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16.11 Lodging the application form
The application form and the cheque (if applicable) for the application money should be delivered or mailed 
to the following addresses:

Mail to: One Registry Services 
PO Box R1479 
Royal Exchange  
NSW 1225

Bank:

Bank Address:

Swift:

BSB Number:

Account Number:

Account Name:

Reference

St George

IBN 82, 1 King Street, Concord West, NSW 2138

SGBLAU2S

332127

554897972

One Registry Services Pty Ltd

Applications Account No 5

‘Investor surname/company or trust name’ (as applicable)

Alternatively, you may send your application form to your dealer or adviser who will forward the application to us.
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Kilter Rural assesses the inherent ability of a 
farming landscape to deliver food and fi bre 
within a broader environmental envelope that 
underpins long term sustainable production.

For further information please contact: 

Kilter Investments Pty Ltd (AFSL 414142)
Phone: 03 5444 0112
Email: invest@kilterrural.com 


