
No More Fun in Farming
A Lincoln student asked me the other day – “Where is the lifestyle in
farming?” This was an “aah-huh” moment for me.

Perhaps we are making a mistake in how we represent farming to the
uninitiated. If we leave people with the image that a farm is a relaxed
laid-back, virtual fairground then we give them the wrong picture.

Dairy farming is a highly capitalised, specialised and technical
business that requires strong expertise to extract bankable returns.

We have strong (strengthening) demands in the Health & Safety area
of farming because it is a dangerous place to work. It is not a place for
children or “Evil Knevils” racing around on the “owners’” expensive
motorbikes.

From a career perspective you can earn very good money in the dairy
industry – it is a serious option when people in their late 20’s can be
drawing six figure salaries with a house and vehicle. But they have to
put their hand-up when it comes to taking responsibility. They are no
longer “one-of-tha-boyz”.

Let’s get serious – we must portray dairy farming for what it is! A
business, a work place and a career choice. Not a lifestyle choice!

$5.30 and falling?
If you add $8.40 + $5.30, then divide by two you get $6.85 – which is
actually quite good as an average over two seasons. But what does
the next two seasons look like?

Beware, you have been warned. In many cases the $1.50/kg MS final
payment has been spent. Revenue will reduce throughout the year
and expenses have to be controlled.

At Baker & Associates we have now revised enough cashflows (over
page) to realise this drop in payout will have a substantial impact on
the way we farm for at least eighteen months.

Keep in mind what John Wilson, (Fonterra chairman) said. This payout
projection was based on an expected upside of 30% in the commodity
market. But following this announcement the Global Dairy Trade
started October by sliding a further 7.3%.
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Extra Funding Needed?
A proactive approach to the falling milksolids payout is needed now.

It is a case of planning for the worst, while you hope for the best. At Baker & Associates we know the in-
season payment for 2014/15 has reduced 63 cents. The impact is traced in the cashflow profiles of five large
dairy farming businesses below.

These have all revised their cashflows for the change in payout announced by Fonterra.

These businesses were expecting at the $6 payout, to be closing the season at $200,000 overdrawn. They
are now looking at a position of $600,000 overdrawn – a threefold change in position. The thicker, red line is
the group average.

Next year the cashflow will be influenced by the advance rate and the final payment on the 14/15 season.
Who knows what the advance will be?  We do know at this stage the finals will be 90 cents, compared with
the $1.50 which bumped up the October 2014 position shown in the profile.

60 cents for these group of farms represents $270,000, so this “average” business in October 2015 could be
looking to fund circa $900,000 in the current account facility – after being $0 twelve months prior. Not with
standing a further softening in payout.

This actual position should be less with the inevitable expenditure control. So this picture paints a worst case
scenario. But the trend is clear and will not go away.

Right now a number of banks have expressed they are open to discussion. A proactive approach and a well-
managed refinance proposal will be well received. Consider the alternative for those that leave it too late.

It was only twelve months ago when treasury was warning banks that the dairy industry had too much
exposure. $8.40 was good for cashflow, but businesses and financiers relaxed. However it hasn’t altered the
real position. If farming is about to ask for more funding the terms and conditions will tighten.

The main trading banks all have various tools and suggestions for managing the situation. Postponing
principal repayments and structuring debt to minimise interest. This will be a good time to ask the bank for its
following seasons payout projections that might be included in your cashflow plan for this year and next!

With these revised cashflows you will be in the best position to book a meeting with the accountant. These will
prove invaluable in taxation planning and could be useful for exploring the option to using an Income
Equalisation Deposit.
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DO’S AND DON’T’S OF EMPLOYING STAFF

Employing and managing people is one of the most difficult parts of any business, regardless of industry.

Some of the main considerations and questions are answered:

Identify Requirements

 List the personal qualities and abilities of the ideal person to fit the position offered, your business, your staff
members and you and your family.

Job Description

 This is the starting point of any employment process. Take time to be thorough and get it right. Set out a clear
description of what your expectations are – you will refer to this document at every step of the process –
advertising, reference checks, interviewing, remuneration decisions, employment agreements and reviews.

 Don’t treat the job description as a ‘static’ document. Duties and responsibilities will change so it needs to be
regularly reviewed and updated.

 This document will be included in the employment agreement, with a clause stating that this will be amended
and reviewed as applicable.

Employment Agreements

 Don’t employ without one.  It needs to be fully understood and signed by both parties prior to employment
commencing.

 It has been a legal requirement since October 2000 to have an employment agreement where all obligations
and conditions of employment are outlined.

 Every employee needs one, regardless of whether they are permanent, casual, part-time or full-time.  Casual,
fixed term or permanent employment agreements are used to cover every situation.

 Make sure all your existing agreements are up to date and cover all changes to employment legislation
(recent changes include:  the 90 day trial period, Kiwisaver contributions, annual leave entitlements).  Unless
the provisions covering these have been updated in your agreements they will most likely be out of date.

 If you have an employee who started prior to Oct 2000, make sure they have an up to date agreement in
place.

Advertising

 Don’t use discriminatory language which may breach the Human Rights Act.

 Don’t make a ‘shopping list’ of who/what you want. “Sell” the position and the benefits/advantages on offer.

 Respect the applicants – advise if unsuccessful, keep all information confidential.

Reference Checks

 Contact at least three verbal referees, ideally former employers, question all aspects of their past
performance, including, “Would you employ again?”

 Don’t take written references at face value, or accept one view or opinion.

 Always obtain permission first, regardless of whether information is supplied in writing.

Annual leave

 Entitlement:  20 days after 12 months’ continuous service, or ‘pay as you go’ at 8% if casual.

 Unused leave can be transferred from year to year without limit.

 Cannot be ‘cashed in’ instead, except on resignation or termination of employment.

 The employee can request in writing to have one week (5days) of annual leave paid out and choose to work
instead.
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 Annual leave is not lost at the resignation or termination of employment. All annual leave owing needs to be
paid out.

Sick leave

 Entitlement: 5 days after 6 months’ continuous service.

 Unused leave can be transferred from year to year but only up to total of 20 days, cannot be cashed in, is not
required to be paid out on resignation or termination of employment.

Employment Relations

 Communicate with your employers regularly – meetings, reviews, general conversation.

 Be prepared to listen, respect ideas and information sharing.

Dismissal / Dispute

 Follow the disciplinary process, regardless of the circumstances.

 Don’t instantly dismiss – there is no such thing!

 Refer to protocols outlining this in your Employment Agreements.

Seek professional advice before taking any action.

GWRC - DRAFT RESOURCES PLAN DOCUMENT

Points to consider!

The Draft Natural Resources Plan for the Greater Wellington Region is out and open for feedback until November
30th 2014. This plan provides a framework for the Regional Council which they will use to manage the land, water,
air and coastal resources in the Greater Wellington Region.

All Regional Councils in New Zealand have an obligation under the National Policy Statement for Freshwater
Management (NPS) to have a plan in place to manage freshwater allocation, to set measurable targets for
waterway quality and set limits which allow the targets to be met. Regional Councils are redrafting their water
resource plans and some are using this as an opportunity to redraft all resource plans into one (e.g. Horizons One
Plan). This review process is also a requirement under the RMA.

Some Regional Councils are well under way, and some have a long way to go. When we look at the plans being
drafted for each region one thing stands out and that is, each Council is taking a different approach and setting
different limits and standards. (More on this in a future Milklines edition).

The GWRC are taking a ‘collaborative’ approach to the targets and limits in the Plan. While they have set interim
regional guidelines and bottom-lines in the plan, the setting of catchment limits and time frames are to be
reviewed by the community in the form of Whaitua groups (community representative groups).

There are five sub catchments in the GWRC area with two being in the Wairarapa region, Ruamahanga and
Coastal Wairarapa and the others in the Wellington, Kapiti and Hutt area. The first Whaitua catchment that is
required to review the rules is the Ruamahanga Catchment.

The process for the GWRC plan from here is:

 Draft Regional plan released 22/9/2014.

 Feedback on Plan received by 30/11/2014.

 Proposed Regional Plan notified by mid-2015.

 Ruamahanga Whaitua Catchment Implementation Plan by Feb 2016.
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OUTLINE OF STANDOUT / POTENTIAL ISSUES & CHANGES

The guidelines that have been included in the GWRC Draft Plan which affect farmers are summarised below. This
list is not exhaustive but these are the main issues as identified by Milklines.

Water Quality

Water bodies have been categorised into three categories - check the plan for the definitions of these.

The regional guideline is for transitioning to livestock exclusion from water over the next seven years. This
includes ALL cattle, deer and pigs but excludes sheep.

 Category 3 surface water body – access allowed as long as there is no pugging or change in water
clarity.

 Category 2 surface water body – for the next seven years livestock are permitted to enter
Category 2 water bodies as long as there is no pugging of the bed and after reasonable mixing
there is no conspicuous change in colour or visual clarity beyond reasonable mixing. After seven
years ALL cattle, deer and pigs are required to be excluded from these water bodies. The
exception will be for stock crossings where these occur no more than twice per month.

 Category 1 surface water body – the above rule applies but with a shorter time frame of three
years. After three years there will be no allowance for stock crossing and all affected stock classes
will need to be excluded.

Stock exclusion from water bodies will not affect dairy farmers to a great extent as these rulings are now
conditions of supply for dairy farms, however it gives the Council the power to enforce those who sneak under the
Fonterra radar.

This rule will impact on beef farmers, but most dairy farmers will say it’s about time beef cattle were excluded from
waterways. The non-inclusion of sheep in the ruling is not a concern as sheep are not as inclined to defecate or
urinate in water bodies.

This rule is a no brainer to reduce direct N and P contamination into water and isn’t overly arduous.

Water Allocation

Minimum flows of rivers, allocation of surface and ground water have been set, but iare up for review by the
Whaitua. The regional guidelines are summarised below.

 More recognition of the connectivity of surface and ground water when allocating water.
 Existing users will retain their water rights.
 New users will need to meet allocation limits.
 Water use must be efficient, more emphasis will be on setting up efficient irrigation systems,

good practice and monitoring water use.
 Water storage and transferring of water permits will be promoted.
 Minimum flows are effectively unchanged but will be subject to the Whaitua process.

Sensible stuff here, encouraging storage, efficient irrigation, transferring of water rights and giving security to
existing water users.

Wetlands

Significant wetlands will have greater protection placed on them with limited activities allowed in wetlands and no
significant wetlands able to be reclaimed. These are the natural filters for water bodies so this ruling makes sense.
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Land Use

The Regional Plan includes setbacks from water bodies for cultivation and break feeding.

 Cultivation of Land within 5 metres of any surface water body is a discretionary activity.
 Break feeding of land within 5 metres of any surface water body is a discretionary activity.

This rule needs further definition, at this stage the rule includes all water bodies, is this necessary? It should
include a further ruling around slope, i.e. a closer cultivation and grazing allowance for flat ground and if a riparian
strip is present. In its current form the rule includes strip grazing of pasture. On some farms this will be
problematic and grazing of pasture should be excluded from the ruling as long as ‘good practice’ is being
implemented.

The Regional Council will be drafting ‘good practice guidelines’ to be used and will assist farmers through
partnerships and advisory services to implement good practice. This is a positive move by the Council.

At this point there are no nutrient limits set for land use. This will be up the Whaitua to decide but it looks as
though the Council is trying to avoid a nutrient rule based on Overseer and rather take the approach of using of
Overseer to monitor farms and encourage ‘good practice’.

Schedule of Significant Sites

The plan includes greater protection of significant sites. These include sites with biodiversity such as wetlands,
historic heritage, mana whenua and coastal significance. Check the schedule to see if there is an identified site of
significance on your property.

Fertiliser & Effluent Application to Land

The regional guidelines encourage good practice and the following guidelines have been set.

 All aerial applications of fertiliser will require recording of details by the pilot.
 Effluent storage will be required so that deferred or deficit irrigation can be practised.
 All effluent storage must be sealed to a standard of 1x10-9 m/s.

Whaitua Committees

The Whaitua committees have an unenviable task ahead of them as they review the Plan guidelines and adopt
these to set Catchment limits and timeframes. The Whaitua committee come from a wide range of backgrounds
with over half being directly involved in farming of some type. As they go about their task they will be engaging the
community with public meetings. Attendance at these meetings is recommended.

If there is something in this article that you find hard to swallow, I would encourage you to read the Draft Plan and
give feedback to the Council. The draft plan is a long document and includes technical and legal wording. Don’t let
this put you off reading through it – it might take a few cups of coffee or even some whiskey.

If you don’t speak up now, others will, and they won’t necessarily be on your side of the
fence.

Fodder Beet Game Changer
So what is all the fuss with fodder beet? Perhaps the quickest way to demonstrate the potential is with a few
figures.

If a good paddock of ryegrass delivers 16 t of dry matter at 11.5 MJ ME you have 184,000 MJ ME produced in
that hectare.

A paddock of fodder beet should yield 28 t of dry matter and can do much more. But if you have to harvest it, then
a realistic 20 t DM as bulb is achievable at 13.5 MJ ME/kg DM. This delivers 270,000 MJ ME from one hectare.
That’s almost 50% more energy than a good paddock of ryegrass!
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What about the economics? If you allow $1600 per hectare to run the farm (R&M, Fertiliser, Rates, Insurance,
etc.), then add $2,500 to grow the crop of fodder beet, plus $1,000 per hectare to harvest, and $1,000 to re-
establish pasture after the crop, then the crop costs $6,100, or 2.2 cents per MJ ME.

Compare this to grain at $450/t as an alternative high ME feed = 4.2 cents per MJME; or grass silage at 30 cents
in the stack plus five cents feeding out, 35 cents per kg DM = 3.3 cents per MJ ME.

There is so much to learn about fodder beet but as follows are a few pro’s and con’s.

Pro’s
 Can be cheap.

 High ME.

 High yield.

 Cows quickly learn to like it.

 Storage is simple – minimum of cover on dry ground in rows to 1.3m high.

 Not protein – so it can be a positive feature in the Overseer budget.

 Great for gaining winter cow condition and milk production.

 Can be simple to feed out – they can be rolled out through a silage wagon.

Con’s
 It is expensive if the crop fails to establish – it is not bullet proof.

 The weed spray regime is rigorous and must be followed – no short cuts.

 You have to be very fussy on soil type – think about the weather and soil conditions when it.s being
harvested.

 You have to grow a cultivar to match use – grazing in-situ is a different cultivar to crops that will be harvested.

 Some seed lines have already sold out for this season.

 Harvesting requires expensive machinery and not all districts have a harvester.

 There is fodder beet and sugar beet – they are virtually the same in some ways but sugar beet is much
harder and needs to be processed before being fed.

 Beet buckets and mixer wagons are an extra cost that has to be added to the numbers given above if used.

 It kills cows when fed incorrectly – you must adhere to a transition-in and a transition-out plan.

 Can create calving complications, dystoccia from high calf birth weight – dry cows fed for long periods of time
building up excessive condition.

 Might not be able to keep grazing it in-situ, i.e. grazing cows directly on the crop will have soil compaction
and environmental complications.

The Con’s are significant but throughout the South Island, and now in parts of the North Island farmers are
learning for themselves how to manage this crop. Have you seen a beet bucket?
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You need to laugh … Husband Down

Clean-up on aisle 25, we have a husband down.

A husband and wife are shopping in their local Countdown. The husband picks
up a case of Tui and puts it in their cart.

“What do you think you're doing?” asks the wife.

“They're on sale, only $10 for 12 cans,” he replies.

“Put them back, we can't afford them,” demands the wife, and so they carry on
shopping.

A few aisles further on along the woman picks up a $20 jar of face cream and
puts it in the basket.

“What do you think you're doing?”
asks the husband.

'It’s my face cream. It makes me look
beautiful,” replies the wife.

Her husband retorts:

“So does 12 cans of Tui and it's
half the price.”

He never knew what hit him.

~~~~
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SITUATION REPORT

Sep-14 Sep-13
Manawatu Irrigated 45 50 55

Non-irrigated 40 50 50
Tararua 40 42 45
Wairarapa Irrigated 45 55 65

Non-irrigated 40 50 50

Canterbury 40 50 65
Otago 40 40 65
Tasman 45 60
Southland 30 48 60

Sep-14 Sep-13
Manawatu Irrigated 2200 2400 2300

Non-irrigated 2100 2400 2200
Tararua 2000 2300 2100
Wairarapa Irrigated 2200 2100 2300

Non-irrigated 2250 2050 2200

Canterbury 2100 2200
Otago 2100 2300 2200
Tasman 2100 2200
Southland 2000 2400 2200

Sep-14 Sep-13
Manawatu Irrigated 1.95 2.10 1.90

Non-irrigated 1.90 2.10 1.80
Tararua 1.85 2.00 1.80
Wairarapa Irrigated 1.90 2.10 1.90

Non-irrigated 1.80 1.70 1.70

Canterbury 2.10 2.00
Otago 2.10 2.10 2.00
Tasman 2.00 1.90
Southland 2.10 2.10 2.00

DAILY MILK PRODUCTION (MS / cow)                                                                                            (Derived from
DSM data, typically representing upper quartile performance)

Sept 14 - Oct 14

PASTURE GROWTH (Pasture growth figures include the use of nitrogen)

PASTURE COVER (End of month)

Forecast Oct

Forecast Oct

Forecast Oct
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SITUATION REPORT

Now Last Month Last Year

Cull Cow 200-240kg 695-835 670-800 750-850
R2 Friesian Bulls 450-500kg 1200-1350 1100-1300 1000-1250
Incalf Cows 1000-1300 N/A 2300
Budget Cow 800-1000 N/A 1000
Carryover Cows 800-1000 N/A
Recorded R2 hfr in calf N/A 1700-2000 1700-1900
Yearling (R1), Friesian cross 2013 born, capital stock 750-900 750-900 1100
Export eligible yearling hfr 1200
Yearling Friesian Bulls 2013 born 550-700 550-750 612
Weaner Friesian Bulls 2014 born 100-120 80-120

South Island
Cull Cow 200-240kg 580-690 500-600 550-660
Incalf Cows 1st June Delivery N/A 2500
Budget Cow Delivery Now 900-1100 N/A 1400-1800
Recorded yearling hfr (R2) 1st May Delivery 1100 800-1000 2000
Yearling heifer calves 1st May Delivery 650-850 800-1200
Weaner Friesian Bulls 2014 born 375

Prices as of 30 September 2014
Urea @ 100 kg/Ha $/Ha applied 70.2 67 73.1
Superphosphate $/Ha applied 190.5 190.5 199.5
@ 500 kg/Ha
DAP + Potash Blend $/Ha applied 162.5 154 166.5
@ 200 kg/Ha

EXCHANGE RATE (US) 0.776 0.837 0.826

Fonterra Unit Price 6.34 6.17 7.08

Corn USD/MT FOB 159.8 140.2 202.4
Whole Milk Powder USD/MT FAS 2692 2804 5096

Please note we have added these two international commodities for readers as a guide. These two drivers
are part of the picture impacting on US milk supply and the short to medium term milksolids price.

FERTILISER

International Commodities

Sept 14 - Oct 14

LIVESTOCK
Lower North Island
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Utilised
Lower North Island Now Last Month kgDM OR MJME Utilisation Cents / MJME Cents / kgDM

kgDM/day
Barley ex Farm (indicative contract price) $/tonne 450 430 860 13.0 95% 4.0 53
Palm Kernel - delivered $/tonne 280 290 920 11.0 85% 3.4 37
Dried Distillers Grain (Wheat) incl. delivery $/tonne 520 920 12.7 85% N/A 0
Condensed Distillers Syrup (un-available) $/tonne 420 15.0 90% N/A 0
Molasses (feed grade - 10 ton+) $/tonne 380 380 750 11.6 90% 4.9 56
Maize - standing (Indicative ONLY) c/kg DM N/A
Maize - In the pit (Indicative ONLY) c/kg DM N/A 350 10.8 80% N/A 0
Grass - standing (good quality) c/kg DM 17-20
Grass Silage - in the stack c/kg DM N/A 180 10.5 80% N/A 0
Baleage $/round 90 90 5.5 250 10.5 85% 4.0 42

$/round 55 55 8.5 200 8.0 80% 4.3 34
Hay Large Round $/round 85 90 240 9.5 80% 4.9 47
Calf grazing $/hd/week 5.5 5.5 4 11.0 80% 2.2 20
Yearling grazing $/hd/week 8.5 8.5 7 11.0 80% 2.0 17
Winter cow (Average quality) $/hd/week N/A 12 9.5 80% N/A 0
Winter cow (Good quality) $/hd/week N/A 14 11.0 80% N/A 0

South Island
Barley - ex farm $/tonne 450 860 13.0 95% N/A 0
Barley - Post harvest (contract delivery) $/tonne 410 860 13.0 95% N/A 0
Palm Kernel - delivered $/tonne 260 280 920 11.0 85% 3.3 36
Dried Distillers Grain (Wheat) incl. delivery $/tonne 500 920 12.7 90% N/A 0
Condensed Distillers Syrup (un-available) $/tonne 420 15.0 90% N/A 0
Molasses (feed grade - 10 ton+) $/tonne 380 380 750 11.6 90% 4.9 56
Maize - standing c/kg DM N/A
Maize - In the pit c/kg DM N/A 330 11.8 80% N/A 0
Grass - standing c/kg DM N/A
Grass Silage - in the stack c/kg DM N/A 180 10.5 80% N/A 0
Baleage $/med. Square 90 90 250 10.5 85% 4.0 42

c/kg DM 20 20 220 8.0 80% 1.4 11
Calf grazing $/hd/week 7 7 4 11.0 80% 2.8 25
Yearling grazing $/hd/week 11 11 7 11.0 80% 2.6 22
Winter cow grazing $/hd/week N/A 26 13 11.0 80% 3.2 29

Actual prices can and will vary.
(N/A - insufficient market evidence at this point)
Utilisation and MJME figures from DairyNZ Facts and Figures Publication
Dairy System Monitoring provides a guide on upper quartile performance and is a service provided by Baker & Associates and Macfarlane Rural Business.

All prices are exclusive of GST and provide a guide on the current market.

Straw

Straw

FEED MARKET


