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Greetings, 

 

Well, 2020 will definitely go down in the 

history books as one we will never forget with 

Covid-19 continuing to affect our lives as we 

knew it and will continue to do so for the 

foreseeable future. 

 

We feel extremely proud and privileged to 

have been dealing with our clients over this 

period where they have soldiered on and 

remain the backbone of our economy.   

 

Given all that this year has thrown at us with 

the virus and weather events to date, the 

majority of our commodity prices have 

remained at a solid sustainable level. 

 

We are having lots of positive conversations 

with clients about growing their businesses.  

Unfortunately, although there are good 

commodity prices, sound returns and low 

interest rates, banking appetite in the rural 

sector remains low.  

 

We are seeing contract milkers who are 

wanting to move to sharemilking and 

sharemilkers either wanting to grow or even 

buy their first farm and farm owners wishing 

to purchase runoffs, however their balance 

sheets can’t quite support their aspirations.  

The real shame is that we are seeing the spare 

equity and cash getting divested into housing, 

which is only pouring fuel onto the fire of our 

current housing prices. 

 

We have clients who are unable to purchase 

$500,000 of cows, however are given almost 

immediate approval to purchase a rental 

property for the same price.  They don’t 

necessarily need to have a rental income to 

cover the mortgage as they earn enough in 

farming to cover the debt servicing.  That 

being said, an average rental return may be 

between 6-7%, however our average return of 

our sharemilking clients for 2020 was 27%. 

 

We cannot blame the banks as they 

encourage farmers to improve profitability 

and strengthen their balance sheets, but they 

need to ensure they are looking after the 

future of the rural industry, as these are the 

people who should be buying our farms in the 

future. 

 



The Reserve Bank and the main trading banks 

need to also ensure that while they are trying 

to fix one problem, they are not creating 

another. 

 

It is now that we see our farm owners 

stepping up and supporting contract milkers 

and sharemilkers.  We are seeing them in 

some circumstances spreading the milk 

payments evenly over the 12 months to help 

contract milkers with cashflow.  Deferring 

grazing payments and or capital purchases for 

first season sharemilkers.  We will start to see 

more vendor finance on farm purchases in 

sheep, beef and dairy. 

 

Statistical data overview 

Although we have just seen the end of 

November, we are getting well through our 

financial accounts, giving us some solid 

information for our statistical database.   

 

Overall for our Dairy clients we have seen a 

lift in operating surpluses per hectare across 

all farming structures, while our sheep and 

beef clients have felt the immediate effects of 

the overseas markets Covid affect - being 

down slightly on last season, but 

fundamentally still a solid result.  Here’s 

hoping some markets will improve once the 

world returns to more normality, such as 

vension. 

 

Farm owners are up by 12% being $411/ha 

from $3,527 to $3,938, sharemilkers 15% 

being $157/ha from $1,692 to $1,849 and the 

big movers are the contract milkers up 19% 

being $137/ha from $728 to $865.  

 

Overall our Sheep & Beef operating surplus 

per stock unit has reduced from $76 to $64 as 

the effects of covid and holding stock late into 

the season has impacted the bottom line.   

 

Furthermore we have seen our average debt 

loading reduce from $23.06/kgms from 

$23.80/kgms for farm owners and $2.81 from 

$3.51/kgms for sharemilkers.   

 

 

 

 

New Website 

We are excited to announce that our new 

website will be live from next week.  You will 

be able to find links to our checklists, present 

and past newsletters and our latest stats just 

to name a few features. 

 

 
Also if you haven’t had the chance to follow 

us on facebook, now is the time to keep up 

with what’s happening in and out of the 

office. 

 

Southland Farming Legends Calendar 

Watch out for the Southland Farming Legends 

Calendar, It was identified as a unique way of 

acknowledging the Local Farming Legends in 

Southland and specifically to support AG 

Proud with the work they do around mental 

health issues, especially in light of the year 

that 2020 has been.   

 

AgriFocus were lucky enough to be included in 

the calendar thanks to NZ Safety Blackwoods 

kindly sponsoring the month of May.  Look 

out for this poser in the month of May.  

 

 
 

To order your calendars or to make a 

donation, please go to AGProud.co.nz and 

click on the Calendar Order tab. The funds 

raised from donations and the selling of the 

calendars go to supporting AG Proud. 

 

 



 

Countrywide & Dairy Exporter Magazine 

Earlier in the year the team were approached 

by Countrywide magazine to write a series of 

articles.  The articles to date have included, 

‘Preparing for Year End’, ‘Succession’ and 

‘Doing more with less’.  

 

In the coming months the Dairy Exporter will 

be featuring a three part series on the 

changing landscape of dairy farming 

progression as well as an article in 

Countrywide about the progression in the 

sheep & beef sector. 

 

At the back of the newsletter you will find the 

first article in the series about the progression 

from managing to contract milking, which will 

be included in next month’s volume.    

 

All articles will be available on our new 

website. 

 

Xmas and New Year close of office dates 

 
The Gore and Invercargill offices will shut at 

12 pm on the 24th December, 2020 and 

reopen at 8.00 am on Monday 18th January, 

2021. 

 

 

GST Clients 

For our GST clients, please ensure your GST 

information is received in our offices no later 

than 10th December 2020 to enable it to be 

completed and filed prior to Christmas. 

 

2020 Financial Information  

 

If you haven’t managed to drop in your 2020 

financial information to get your accounts 

completed we ask that you drop this in as 

soon as possible to either our Invercargill or 

Gore office. 

 

 

Wages Reminder 

With the holiday season fast approaching 

we thought we would send out a 

reminder to make sure your employees 

are completing their timesheets correctly. 

A couple of things to keep an eye on 

before approving your timesheets are: 

 

- If an employee is rostered on to 

work but doesn’t work they must 

put in a leave request – this could 

be for annual leave, sick leave, 

leave without pay, statutory 

holiday taken (this is if your 

employee is rostered on to work a 

public holiday but takes the day 

off). 

 

- The leave request must be 

approved before we pay your 

employee for the day they have 

taken off in the pay period that the 

employee took their leave so the 

employee is paid the correct rate 

as required by Employment NZ. 
 

Some of this is taking a long time to tidy up.  

Please ensure the above is done accurately. 

 

And finally, I realise from now until Xmas it 

will be frantic on farm however, take time to 

enjoy the successes that you have had and 

take time for a break with your family. At 

AgriFocus Ltd we value your patronage and do 

not take it lightly. 

 
 

We wish you a Merry Xmas and Happy New 

Year from the team at AgriFocus Ltd. 

 

 



Changing landscape of dairy farming 

progression (Part 1 – Contract Milking) 

The landscape for growing in the dairy 

industry is changing.  Banks are more 

restrictive on lending to contract milkers and 

sharemilkers than they were 2 years ago.  To 

save disappointment, borrowers need to be 

more prepared and farm owners need to be 

open to different types of contracts that 

minimise the requirement for bank support. 

Gone are the days where you can turn up to a 

bank with a signed contract milking or lower 

order sharemilking agreement and expect an 

unsecured overdraft facility.  The Banks (for 

all the right reasons) expect to see some 

financial acumen, minimum outside debt (hire 

purchases or credit card debt) and some skin 

in the game by the borrower.  

As a firm we usually have around 30 startup 

contract milkers a year.  Three seasons ago, 

only 1 out of the 30 new contract milkers 

were declined finance.  However in the 2020 

season, we only had 6 that were approved 

finance.  We are now the gate keepers for the 

bank and are often negotiating contract 

variations with the farm owner on our client’s 

behalf.  

Traditionally contract milkers don’t receive 

any income over the winter months until they 

start producing milk, however they incur costs 

over the winter months mainly in capital 

purchases, wages, drawings and other farm 

running costs such as vehicles, shed expenses 

and power.  Often this means they will require 

an overdraft facility from June until December 

or January.  If they started with nothing, this 

could be between $50,000 and $100,000. 

More frequently we are now seeing contracts 

that offer variations of payments over the 

winter months.  This avoids or reduces the 

requirement of an overdraft facility from the 

Bank.  These are set up as advances or loans, 

hybrid contracts or smooth payment options. 

Advances/Loan 

The farm owner advances funds to the 

contract milker over the winter, these funds 

are then repaid as cashflow allows.  Payments 

are treated as loans rather than part of the 

contract and don’t affect tax or have any GST 

implications. 

Hybrid Contracts 

The hybrid contract is a combination of a 

contract milking and lower order sharemilking 

agreement.  The contract milker receives a set 

amount per month to cover expenses, usually 

a set agreed figure from the farm owner (say 

$0.75/kgms of targeted production) and also 

receives a small percentage of the milk 

payment, say 7.5-8.5%, this percentage is 

generally paid direct from the dairy company. 

Smooth Payment 

The smooth payment option pays between 

80-90% of the targeted production evenly 

over the 12 months at the contract rate.  The 

final 10-20% of production also known as the 

wash-up payment is paid in June of the 

following season.   By only paying 80% of the 

contract this avoids the contract milker being 

overpaid in the event that there was a major 

event and ending up owing the farm owner. 

We are often finding the farm owner pushing 

back and questioning why they would do one 

of the above options, not seeing it as their 

obligation, which is fair enough.  However 

they need to be flexible in the current 

environment to ensure they manage to secure 

the best candidate for their farm.  At the end 

of the day, these are the people running their 

multi-million dollar investment 

Another consideration we are seeing in the 

more traditional lower order sharemilking 

agreements is the introduction of a floor in 

the contract.  This is usually set around the 

$5.00 mark – let’s say at 20% of the milk 

cheque the floor would be $1.00/kgms  This 

takes any payout reduction risk away from the 

sharemilker, and enables the sharemilker to 

still at least have some money in low payout 

for their own living costs.  In the 2016 season 



when the payout was $3.90, at 20% of the 

milk payment resulting in the sharemilker 

receiving $0.78/kgms.  Our average cost 

structure in that season was $0.76/kgms, 

which resulted in a break even season, 

however they had no surplus to be able to live 

off or grow over that period.  Some of our 

lower order sharemilkers in the lower payouts 

were losing over $100,000. 

We are still seeing the flow on effect of the 

lower payout years on the farmers that were 

lower order sharemilking.  Through no fault of 

their own, excellent farmers were left with 

debt, which they are just getting on top of 

now and in some circumstances left the 

industry. 

In summary, contract milkers and 

sharemilkers are the future of the farming 

industry.  Good farm owners realise that for 

the right people, they are willing to give more 

away.  This pays them back with loyalty, 

reputation and ultimately in the back pocket.  

Our most profitable farm owners have 

consistency of staff and/or contract 

milkers/sharemilkers.  Not every farm owner 

has the balance sheet to give more away, 

which is fine, however by offering flexible 

contracts, this is one way to support the 

future of the industry. 

Jeremy Bekhuis is a partner at Agrifocus who 

are accountants and farm financial advisors, 

based in Southland and Otago.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Contact Details 

Invercargill Office 

25D Victoria Avenue, Invercargill 

P O Box 215, Invercargill 9840 

Gore Office 

38B Hokonui Drive, Gore 9710 

Phone (03)214 2234 

Email:  admin@agrifocus.co.nz 

 

Cell phones: 

Brett 0276 815 162 

Jeremy 0276 815 002 

Campbell 0275 486 711 

 

 

  



DAIRY STATISTICS Owners Owners Sharemilkers Sharemilkers Contract Contract

FARM and PRODUCTION DETAILS 2018-2019 2019-2020 2018-2019 2019-2020 2018-2019 2019-2020

Milking Platform (ha's) 240 240 192 195 232 241

Run Off (ha's) 73 89 10 12 14 15

Total Cows Milked (mid December) 667 634 532 544 655 698

Average Cows per milked area (ha) 2.82 2.71 2.75 2.80 2.84 2.91

Milksolids Production (kg) 286,522 270,178 236,133 242,528 279,896 309,179

Milksolids Production (kg) per average cow milked (kg) 429 423 436 439 430 445

Milksolids Production (kg) per milked hectare (kg) 1,215 1,161 1,204 1,232 1,225 1,296

INCOME

Cattle Income (Sales-Purchases + Increase / Decrease in Stock) $164,369 8% $134,645 7% $136,771 16% $104,147 11% $8,943 2% $12,876 3%

Milk Sales $1,787,565 90% $1,855,593 92% $728,325 83% $838,499 87% $344,083 92% $405,488 90%

GROSS FARM INCOME (GFI) $1,983,109 $2,007,106 $880,694 $961,418 $372,598 $450,120

Gross farm income per milked area $8,398 $8,645 $4,513 $4,804 $1,631 $1,885

Gross farm income per average cow $2,968 $3,140 $1,631 $1,709 $574 $649

FARM EXPENDITURE (excluding depn) $1,143,378 $1,129,858 $563,501 $594,594 $209,861 $228,434

Wages $0.54 $233 $0.52 $222 $0.38 $166 $0.40 $176 $0.38 $162 $0.37 $164

Animal Health               " $0.18 $78 $0.20 $85 $0.18 $78 $0.20 $89 $0.00 $2 $0.00 $2

Breeding Expenses               " $0.13 $54 $0.14 $60 $0.13 $55 $0.14 $60 $0.00 $1 $0.00 $0

Dairy Shed Expenses               " $0.05 $21 $0.05 $21 $0.05 $22 $0.06 $28 $0.03 $11 $0.02 $11

Electricity               " $0.08 $34 $0.09 $36 $0.10 $44 $0.09 $39 $0.08 $35 $0.07 $33

Stockfood               " $0.87 $376 $1.00 $443 $0.38 $171 $0.49 $218 $0.01 $6 $0.02 $10

Grazing               " $0.43 $184 $0.44 $180 $0.42 $184 $0.31 $143 $0.01 $5 $0.01 $5

Fertiliser               " $0.50 $214 $0.54 $227 $0.12 $50 $0.10 $44 $0.00 $2 $0.01 $2

Contract and Cultivation               " $0.24 $103 $0.23 $95 $0.10 $44 $0.09 $37 $0.00 $2 $0.00 $1

Freight               " $0.09 $38 $0.06 $26 $0.06 $23 $0.06 $28 $0.00 $1 $0.00 $1

Vehicle               " $0.19 $80 $0.18 $73 $0.17 $75 $0.15 $66 $0.09 $38 $0.09 $39

Repairs and Maintenance               " $0.43 $186 $0.40 $172 $0.10 $44 $0.09 $41 $0.04 $15 $0.04 $16

Administration               " $0.14 $57 $0.16 $63 $0.08 $35 $0.10 $42 $0.05 $21 $0.05 $21

Standing Charges               " $0.16 $66 $0.19 $76 $0.06 $25 $0.06 $26 $0.04 $16 $0.04 $17

Other:               " $0.01 $4 $0.00 $2 $0.01 $2 $0.00 $1 $0.00 $1 $0.00 $1

TOTAL FARM WORK EXP (TFWE) per kgms and per cow $4.04 $1,728 $4.19 $1,781 $2.32 $1,018 $2.35 $1,037 $0.75 $318 $0.73 $323

TOTAL FARM WORK EXP (TFWE) as % of GFI 58% 57% 63% 61% 56% 50%

TOTAL FARM WORK EXP (TFWE) per milked ha $4,871 $4,871 $2,821 $2,931 $902 $933

Grazing Block Allowance @$500 $72,968 $65,830 $10,345 $9,228 $14,188 $11,182

FARM WORK EXP per kgms and per cow (including $4.30 $1,837 $4.44 $1,882 $2.37 $1,041 $2.41 $1,059 $0.79 $339 $0.76 $338

run off allowance)

OPERATING SURPLUS (EBIT) $839,731 $877,249 $317,194 $366,824 $162,737 $221,685
(Includes lift in stock no's)

OPERATING SURPLUS (EBIT) per ha $3,527 $3,773 $1,692 $1,873 $728 $952

OPERATING SURPLUS (EBIT) per kgms $2.89 $3.20 $1.41 $1.53 $0.59 $0.74

Interest and Rent as % of GFI 21% 19% 8% 5% 3% 3%

Interest and Rent per kg of Milksolid $1.42 $1.37 $0.27 $0.20 $0.05 $0.05

OTHER DATA

Assets

Land $7,900,863 $7,677,074 $44,547 $75,992 $218,758 $292,552

Shares Values $1,146,086 $983,449 $0 $0 $0 $0

Run Off at $ Ha $1,476,935 $1,572,920 $169,688 $61,526 $178,193 $198,304

Stock Values $1,201,653 $1,202,219 $954,772 $941,137 $40,839 $48,383

Plant (Closing Book Value) $246,536 $288,896 $187,252 $244,463 $71,914 $68,438

Total Assets $11,972,073 $11,724,558 $1,356,259 $1,323,118 $509,703 $607,677

less Liabilities $7,177,847 $7,105,239 $927,661 $720,864 $328,893 $374,071

EQUITY (Assets - Liabilities) $4,794,226 $4,619,319 $428,598 $602,254 $180,810 $233,606

Equity (%) 40% 39% 32% 46% 35% 38%

Increase in Term Liabilities $294,663 $106,787 -$35,498 -$77,744 $30,902 -$165

Term Liabilities per kgms $23.79 $24.62 $3.51 $3.04 $0.84 $0.99

Interest Earned on TFC (ex. int. but inc. Management Salary) 7.93% 7.57% 21.08% 29.71% 173.01% 225.04%

Net Farm Trading Profit $337,720 $443,730 $180,854 $277,958 $136,272 $182,315

Net Farm Trading Profit as % of GFI 15% 21% 23% 30% 38% 41%

Taxable Income $351,514 $432,403 $182,771 $268,326 $130,201 $183,203

Minimum Net Farm Trading Profit required for viability $132,418 $141,316 $86,506 $85,456 $96,656 $113,257

Drawings (excluding personal proportion of business costs) $93,716 $83,173 $72,234 $58,931 $69,322 $71,222

Net Plant Purchases $51,543 $52,762 $52,313 $41,339 $31,841 $20,770

Plant Efficiency Ratio (GFI / Book Value of Plant) 9.6 9.1 10.8 11.7 7.9 9.3

Average price per kgms ($) $6.30 $6.88 $3.07 $3.44 $1.24 $1.33

Average price for calves sold ($) $52 $55 $39 $61 $19 $1

Average price for cull cows sold ($) $597 $675 $500 $622 $54 $16

STOCK DETAILS Values at (Herd Scheme $) 

MA Cows $863,515 571 $887,428 582 $688,258 455 $690,376 453 $27,313 18 $30,229 20

R2 Heifers $205,296 161 $186,428 153 $160,260 126 $147,215 120 $8,440 7 $8,635 7

R1 Heifers $115,874 169 $116,063 157 $93,963 137 $96,547 131 $3,710 5 $7,042 10

R1 Bulls $9,159 18 $4,635 10 $2,605 5 $859 2 $575 1 $461 1

MA Bulls $7,809 4 $7,665 4 $9,685 5 $6,139 4 $801 0 $2,015 1

Total Value ($) $1,201,653 924 $1,202,219 906 $954,772 729 $941,137 710 $40,839 32 $48,383 39

Increase / (Decrease) in Value ($) $48,757 $36,512 $116,071 $4,625 $18,569 $26,581

(04/12/20)

per kgms and per cow milked



E-Mail brett@agrifocus.co.nz, jeremy@agrifocus.co.nz, campbell@agrifocus.co.nz

Brett 027 681 5162 Campbell 027 548 6711 Jeremy 027 681 5002 

Sheep, Beef & Deer Statistics 2016 - 2017 2017 - 2018 2018 - 2019 2019-20

FARM and STOCK UNIT DETAILS

Effective Area (ha's) 357 363 348 519

Hill Ground (ha's) 36 34 30 0

Average Stock Units Carried 4004 4012 3661 4984

Average Stock Units Carried per effective ha 11.23 11.47 10.51 9.61

Lambing Percentage 138% 144% 139% 137%

INCOME

Total Wool Sales Income $24,485 5% $25,688 4% $22,654 4% $28,060 4%

Gross Profit from Sheep (+/- Stock) $296,182 57% $337,298 57% $301,071 57% $399,059 57%

Gross Profit from Cattle (+/- Stock) $82,212 22% $84,961 17% $98,204 17% $138,575 20%

Gross Profit from Deer (+/- Stock) $44,371 7% $53,610 7% $54,055 7% $33,089 6%

Grazing Income $32,569 8% $46,565 3% $72,356 3% $62,345 11%

Other Income $30,723 11% $55,626 8% $25,802 8% $23,955 3%

GROSS FARM INCOME (GFI) $510,542 $603,748 $574,142 $685,083

Gross farm income per stock unit $127 $151 $157 $137

Gross farm income per hectare $1,432 $1,664 $1,648 $1,320

Gross Profit from Sheep and Wool per sheep stock unit $116 $165 $160 $142

Gross Profit from Cattle per cattle stock unit $160 $204 $164 $139

Gross Profit from Deer per deer stock unit $127 $228 $198 $118

FARM EXPENDITURE (excluding depn) $286,343 $322,604 $308,703 $373,245

Fertiliser per stock unit and % of FWE $13.34 16% $14.27 18% $14.99 18% $16.99 23%

Vehicle per stock unit and % of FWE $9.24 11% $8.13 10% $9.76 12% $6.99 9%

Repairs and Maintenance per stock unit and % of FWE $11.73 12% $11.19 14% $10.84 13% $9.09 12%

Stock Food and Grazing per stock unit and % of FWE $20.48 20% $17.04 21% $18.28 22% $14.12 19%

Animal Health per stock unit and % of FWE $6.16 8% $5.92 7% $5.66 7% $6.06 8%

Shearing per stock unit and % of FWE $4.71 6% $4.78 6% $4.87 6% $5.44 7%

Freight per stock unit and % of FWE $1.89 3% $1.36 2% $1.38 2% $1.20 2%

Wages per stock unit and % of FWE $3.97 5% $3.17 4% $3.62 4% $5.46 7%

Administration per stock unit and % of FWE $4.87 7% $4.63 6% $3.93 5% $2.85 4%

Standing Charges per stock unit and % of FWE $7.05 8% $6.55 8% $7.18 9% $5.17 7%

Other: per stock unit and % of FWE $2.26 3% $3.39 4% $3.56 4% $1.52 2%

TOTAL FARM WORK EXP (TFWE) per stock unit $71.51 100% $80.42 100% $84.32 100% $74.89 100%

TOTAL FARM WORK EXP (TFWE) as % of GFI 56% 53% 54% 54%

TOTAL FARM WORK EXP (TFWE) per ha $803 $889 $886 $719

OPERATING SURPLUS (EBIT) $224,199 $286,636 $265,439 $311,838
(Includes lift in stock no's)

OPERATING SURPLUS (EBIT) per ha $629 $790 $762 $601

OPERATING SURPLUS (EBIT) per stock unit $55.99 $71.45 $72.51 $62.57

Interest and Rent as % of GFI 18% 17% 15% 17%

Interest and Rent per stock unit $23.74 $25.72 $23.57 $23.85

OTHER DATA

Assets

Farm at $ Ha $4,860,263 $4,975,400 $4,719,906 $5,100,653

Hill Ground at $ Ha $375,891 $359,548 $125,010 $406,250

Stock Values $487,901 $429,182 $493,625 $785,156

Plant (Closing Book Value) $145,775 $147,632 $139,926 $192,009

Total Assets $5,869,830 $5,908,868 $5,478,467 $6,484,068

less Liabilities $1,836,010 $1,847,029 $1,543,971 $2,294,506

EQUITY (Assets - Liabilities) $4,033,819 $4,061,839 $3,934,495 $4,189,562

Equity (%) 65% 68% 72% 64.61%

Increase in Term Liabilities $105,742 -$189,562 $64,752 ($108,738)

Term Liabilities per stock unit $383 $378 $422 $460

Interest Earned on TFC (ex. int. but inc. Management Salary) 4.8% 8.6% 4.7% 10.40%

Net Farm Trading Profit $115,836 $144,692 $198,832  

Net Farm Trading Profit as % of GFI 18.8% 25.7% 33.0% 32%

Taxable Income $106,595 $140,454 $169,184 $229,127

Minimum Net Farm Trading Profit required for viability $97,845 $123,625 $89,496 $59,511

Drawings (excluding personal proportion of business costs) $67,635 $55,048 $63,421 $43,036

Net Plant Purchases $18,058 $46,166 $46,646 $35,797

Plant Efficiency Ratio (GFI / Book Value of Plant) 4.6 5.5 4.2 3.70

(18/11/20)




