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Disclaimer: 
While every effort has been made to ensure information provided in this handout was true and correct 
and the time of going to print, Owl Farm takes no responsibility for the use of data outside of the 
purpose to inform readers of the current situation at Owl Farm for the purpose of the Focus Day. 
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BUSINESS HEALTH  
 
 

 

 
 
Summary points - Primary KPIs: 

• $4 Farm Working Expense/kg MS continues to elude us.  Investment in some Wagon 
Wheel KPIs did not result in extra milk production but set us up to attract extra income or 
futureproof the system.  We had similar expenses to the 2019/20 drought season but 
produced an extra 10,939 kg MS. 

• Significant lift in Operating Profit, due to a combination of increased payout and 
exceeding production target.  Top 20% BM unavailable at the time of going to print. 

• Return on Assets (ROA) calculated on unchanged asset value of $70k/ha was below target. 
 
 
Summary points - Secondary KPIs: 

• Continued focus on debt reduction ($18.23/kg MS at the start of the 2021/22 season). This 
includes principal repayment of $180,000 plus purchase of ProTrack auto-draft and a new 
silage wagon. 

• Break-even milk price of $7/kg MS reflects expenditure on Wagon Wheel KPIs and debt 
repayment in response to the increased payout received. 

• Significant increase in the 2021/22 approved budget to invest in people, technology and 
environmental outcomes. 
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Graphic 4.1: Actual vs budget for year ending 31st May 2021 
 

 

 
 
 
  

INCOME 2020-21 Budget Variance 2019-2020
Total Year Year Full Year

Milk Solids KG 178,123       175,000         3,123        167,184       

Milk 1,308,495  1,210,382       98,113      1,204,316    
Dividends 26,398       -                    26,398      6,781           
Cattle 92,406       70,770           21,636      61,152         
Other Income 43,287       47,160           (3,873)       6,867           
Total Income 1,470,586  1,328,312     142,274   1,279,117   

EXPENSES 2020-21 Budget Variance 2019-20
Total Year Year Total

Wages 169,838     182,508         (12,670)     173,054       
Animal Health 59,059       57,000           2,059        51,742         
Breeding 43,734       39,851           3,884        45,747         
Dairy Shed and Electricity 16,715       24,040           (7,325)       18,824         
Purchased Feed 150,475     85,075           65,400      134,680       
Grazing - Replacement Heifers & Calves 60,877       70,600           (9,723)       72,673         
Fertiliser 65,720       65,053           667           65,585         
Gibberellic Acid -                 -                    -               -                  
Fertiliser Spreading 6,369         5,984             385           (87)              
Freight 725            3,619             (2,894)       4,222           
Cartage 5,442         8,855             (3,413)       6,471           
Weeds and Pests 644            2,500             (1,856)       2,434           
Consultancy 550            4,000             (3,450)       1,385           
Silage 20,403       47,450           (27,047)     33,395         
Cropping 16,879       10,750           6,129        20,953         
Regrassing 24,748       22,800           1,948        20,893         
R&M 112,073     103,850         8,223        95,524         
Vehicle Expenses 25,197       12,708           12,489      25,683         
General 37,615       50,359           (12,745)     39,784         
Overheads 53,874       47,557           6,317        55,820         
Total Farm Working Expenses 870,939     844,559        26,379     868,781      

Net Surplus before Financial Charges 599,647     483,753        115,894   410,336      

Financial Charges 2020-21 Budget Variance 2019-20
Total YTD YTD Total

Interest Cost 135,996     135,996 -               169,272
Lease Land 52,543       48,816 3,727        37,082
Depreciation 91,740       96,000 (4,260)       98,044
Total Financial Charges 280,279     280,812        (533)         304,398      

Surplus (Deficit) after Financial Charges 319,368     202,941        116,427   105,938      

Owl Farm YE 2021
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Graphic 4.2: Commentary on variances to budget 
 
 

Milksolids Later start to calving due to delayed access to sexed semen was recovered 
with exceptional September/October production followed by excellent 
planning through summer and late lactation to exceed budget production 
without extra bought-in feed  

Milk Original budget was done at $6.40 with final milk payout $7.55 ($5.75 paid 
up to May) 

Dividends Received from LIC and Fonterra (not budgeted for) 

Cattle Cull cow income was close to budget at $600/head.  Increase due to calf 
income 

Wages Managed through most of the season with 2 FTE and relief/part-timers 

Breeding Includes early season milk PD to see if we could extract value 

Purchased Feed Includes 30 t DM ($11k for calf silage and PK), $27k from the silage making 
budget for the 62 t DM not made on farm, calves on farm for an extra month 
in May (17 t DM or $6.5k fed) and a load of PK purchased on the 26th May 
and only 4 t DM used for the season ($9.6k of feed for next season).  Net 
result: $96k spend vs $85k budget.  Silage made on farm cost 12c/kg DM vs 
purchased at 35c/kg DM which makes up the bulk of the increased feed 
cost. The bulk of the PK was contracted at $306/t plus cartage.  

Grazing 
replacements 

Paid $1886 in extra feed for calves on arrival at grazier. $47.50/head for 
mating and yarding heifers for AI. Grazing cost was higher than budgeted. 

Gibberellic Acid Not budgeted for or needed this season 

Cartage Reduced due to no calves being transported 

Consultancy Not needed 

Silage Budgeted 180 t DM silage and 60 bales of hay made; only made 118 t DM 
silage and 52 bales of hay 

Cropping Extra 4.7ha of chicory for calves @ approx $1200/ha.   

Regrassing Higher cost of new grass with plantain seed included 

R&M This includes $25,969 for race work and $5,770 for clearing the sidling in 
pdk 49 due to cycleway project (unbudgeted) 

Vehicle 
Expenses 

Includes $1400/month for tractor lease that was omitted from the budget 

 

Operating profit 
Financial and physical data is entered into DairyBase every year to analyse trends and compare 
with top 20% of Waikato Owner/Operators for Operating Profit.  Our goal is to continue reducing 
our environmental footprint while maintaining a healthy sustainable business.  Current 
comparisons do not allow us to see the environmental footprint of the top 20% performers, but 
DairyNZ is working on incorporating this into their benchmark data. 
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Operating profit increased to $3482/ha (compared to $2405/ha in 2019/20). 

Operating profit margin continues to increase to 35.7%.  This represents the profit relative to 
income and is a measure of how well a business can cope with volatility of income and costs. 

Graphic 4.3: DairyBase results for 2020/21 compared with DairyNZ estimate for the Waikato 
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Debt over time – principal repaid and capex 
Below is the historical change in working capital associated with Owl Farm. The change in 
opening debt is shown which highlights the trend of paying down debt over time and reducing 
interest rate liability. The farm is targeting debt repayment of $180,000 in a $6.50 payout year, 
with a minimum of $100,000 every year. 

Graphic 4.4: Opening debt changes over time 

 

 
Breakeven milk price 
Breakeven milk price is a calculation of the milk price required to cover our business needs (debt 
repayment, interest, drawings etc) and includes income generated from livestock sales.  Our 
break-even milk price in 2020-21 was $7/kg MS. 

Graphic 4.5: Breakeven milk price for 2020/21 season 

 

2015-2016 2016-2017 2017-2018 2018-2019 2019-2020 2020-21 2021-22
Fonterra Shareholding 186165 186165 186165 186165 186165 186165
kgMS 176197 178294 168169 169359 167185 178123

Opening Debt 3,700,000.00$            4,056,553.44$            3,785,055.80$            3,871,250.38$            3,659,847.99$            3,487,590.13$            3,247,675.32$            
Opening Debt/kgMS 20.00$                          23.02$                          21.23$                          23.02$                          21.61$                          20.86$                          18.23$                          
Interest Rate 5.64% 4.50% 4.90% 5.30% 5.00% 3.50% 3.50%
Interest Payable 208,604.91$                177,802.80$                182,555.00$                190,113.96$                169,272.00$                122,065.65$                113,668.64$                

Income 1,307,671$                  1,470,586$                  
Expenses 866,982$                      870,939$                      
Lease milking land 48,573$                        52,543$                        
Interest 169,272$                      122,066$                      
Depreciation 56,782$                        91,740$                        
Taxable Income 166,062$                      333,298$                      
Tax payable 46,497$                        93,324$                        
Capital Expenses 4,089$                          91,800$                        
Principal repaid 172,258$                     239,915$                     

Calf trailer $4k Protrack $40k
Silage Wagon $39.8k

DNA herd $12k
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