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MANAGING FOR PROFITABILITY

» Topics we will discuss today:

» What is Agrihive

» Agrihive & BDO Process

» What are the key drivers of profitability

» Understanding your numbers - what do they mean
» Reminder of key tax incentives
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CONTROL WHAT YOU CAN CONTROL

» What are your business and personal goals » Review your expenses

(short and long term) . : :
Do « fixed and variable - insurance, feed
» Understand the profitability ie. net wealth costs, fuel (bulk), labor?

and cash flow of the business
» Income:
» Livestock
- Stocking rates v pasture levels

- Cattle v sheep v goats (note capital . _
improvements that may be required) « Eg. plant and equipment, improved

_ Breeders v trade cattle (natural pasture, infrastructure improvements

» Consider adjusting your expenditure
based on expected revenue

» Capital improvements & maintenance
« Timings, costs, increased value

increase v trade opportunity) » Review your financing arrangements
- Fertility rates « Current bank, RIC, QRIDA loan
* Other sources of income - arrangements

diversification on farm and off farm?
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AGRIHIVE & E-BEEF
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AGRIHIVE PROGRAM

INTERNAL FARM DATA

(Farmer and Adviser)

INTERNAL FARM DATA

(Live and Static)

Third Parties

My Family

Government
My Farm

Industry
My Lifestyle

Hardware
My Financials

Sensory (I0T)

RICH DATA

Insights Infographics and
Artificial Intelligence
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Prepopulated forms

Computation and Algorithms
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Helps Farmers Make Decisions
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AGRIHIVE | BDO PROCESS

» Access to Agrihive is provided

» You enter

* Current financial position

* Projected 12 months activity

(Agrihive is available to support with data entry)

One-on-one discussion with BDO understand position and options available
Keep Agrihive up to date - see the outcome of decisions if they change

Opportunity to continue to work BDO and Agrihive at different levels as required who
understands the business environment

Key findings to date:
« Opportunity to step back and see the business in a summarised form
« Each business is in a different and has different business & personal goals.

» The Agrihive program provides an excellent summary to track business performance,
scenarios and to facilitate a deeper review to drive profitability.
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AGRIHIVE | BDO PROCESS
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KEY DRIVERS OF PROFITABILITY




KEY POINTS IN MANAGING FOR PROFITABILITY

» Understanding your numbers - what are they saying about your business
» Understand the levers you have in your business
» Control what you can control
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KEY DRIVERS OF PROFITABILITY

» Do you know if your business is profitable?

» What is the definition of “profitable” _. p— %
.  BRUCE&JO'S
« Accountant (usually on a tax basis) == HOUSEHOLD NET WORTH

- $14,020,249

- Bank (earnings before interest and tax)

Your nef worth is based on the values of the assets and liabilities that
you have provided or have been calcuiated.

¢ Management accounts? c | g

» In the Agrihive program we focus on:
+ Net wealth: is this increasing :
 Business wealth + personal wealth = Net Wealth g Rt o e i e

various age groups in Australia {source: ABS 2015-2016). The blue bar
indicates how you compare against the average for your age group.

fier 10 poge 16 forfrther dsiols around how we ol your Net Worth. @
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UNDERSTANDING YOUR NUMBERS & TERMINOLOGY
Agrihive focuses on: |@

Bruce, the dashboard gives you a single view across many aspects of your wealth. To make it
i L i jame. Thi:

» Net wealth - Similar to a balance sheet shown
at current market values - instead of at cost

» Cash flow: movement in cash for the year

» Livestock Schedules: values, movement, split
of classes
» Performance Ratios: profits, costs, viability

N
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UNDERSTANDING YOUR NUMBERS & TERMINOLOGY
I

Bruce, below is a snapshot of Bemrigurra Station based on information you
entered.

» Net Wealth: As of today’s value:
* Value of your farm
« + Value of your livestock

* + Value other assets (super, shares, rental
property)
. - loans / debts you have S B
» Understanding what factors you can control '
to improve this going forward
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UNDERSTANDING YOUR NUMBERS & TERMINOLOGY

CASHFLOW SUMMARY
FOR THE NEXT 12 MONTHS

» Cash flow: Movement in cash for:

« Operational (income &
expenses)

* Financing
« Capital
* Personal

’

Cashflow Forecast

Your cashflow is a vital component of your business financial heaith. Update
your cashflow budget to illustrate your monthly cash position through the
financial year. If you can see any month where your forecast bank balance

¥ exceeds your facility limit now is the time to consider a strategy to address this.

svvu,uuy
$400,000

¥ $300,000
$200,000
$100,000
$0

Monthly balance

-$100,000
200,000
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UNDERSTANDING YOUR NUMBERS & TERMINOLOGY

» Livestock:

Cos1 of Goods Sold Cost of Goods Sold per

Head|($/AE)

Cost of Goods Sold per
Kilogram($/kg sold)

Net Profit Variable Cost

$167.29

Fixed Cost
$160.99

Net Profit Fixed Cost Net Profit
$573.34 $0.90 50.87 53.10

I ” Livestock Schedule

This graph represents the total number of livestock held for sale on @ monihly
basis. As cattle sales increase the saleable stock on hand will naturally fall. This
graph illusirates the saleable catile af any one point in fime.

Cattie Held for Sale & Cumulative Sales

1,600

1,600,000

1,400
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1,200
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< 1,000
= 51,000,000
2 800 $800,000
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Bruce here is your livestock inventory valued on live current
market prices. These tables project your production and
wvalues info the future based on your expected catile
performance and todays market. A any stage you can
run scenarios simply by changing the information in the
program. The caregories below are ‘Breeder Cartie’, *Sale
Carie’ and Trade Cartle’.

Tosal
M Value.

Total Herd

2,647 hd

Total value
$1,933,516
Today's Change

$4,7

Volve of Target

rem '
Ferile Cows b3kg $854360.07 sasl 4
58510 $600,504.75

ColfOppormity 120 %y

1022926

sS850 280kg 301 STL78L33




UNDERSTANDING YOUR NUMBERS & TERMINOLOGY

» Performance Ratios (Profits):

« Asset turnover ratio:
Total Business Income (Sales) KEY RATIO
Total Business Assets

* Return on business equity:
Business Profit (including financing costs)
Business Equity (Assets - Liability)

* Return on total capital:
Business Profit (including financing costs)
Total Business Assets

» Return on total capital (including capital appreciation)
Business Profit (including financing
costs + average gain on land)
Total Business Assets

AGRI
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l % Performance Ratio

Asset furnover ratio

Return on business equity 7% <25%

Retumn on total capital 5% <25%

Retumn on total capital - including capital appreciation




UNDERSTANDING YOUR NUMBERS & TERMINOLOGY

» Performance Ratios (Costs):

* Input cost ratio: ‘ |
nput cost ratio
Variable $
- Overhead cost ratio
Total Business Income (Sales)
« Overhead cost ratio: e s
Fixed Costs (including finance costs) Depreciation ratio

Total Business Income (Sales)
* Finance cost ratio:

Finance costs

Total Business Income (Sales) KEY RATIO -
» Depreciation cost ratio:

Depreciation expense $

Total Business Income (Sales)

-

sh Ve IBDO
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UNDERSTANDING YOUR NUMBERS & TERMINOLOGY

» Viability:
. KEY RATIO -
* |Interest cover ratio:

Lending Risk
Business Profit (excluding financing costs) <: °
Finance costs

Viability

* Debt to income ratio:
Interest cover ratio

Total Business Income (Sales)

Debt to income ratio 207%

Total Business Debt

Equity ratio (equity to assets)

« Equity ratio:
Business Equity (Assets - Liability)

KEY RATIO -
Iotal Business Assets @ Lending Capacity
20 AGRI IBDO
hive —




CONTROL WHAT YOU CAN CONTROL

» What are your business and personal goals » Review your expenses

(short and long term) . : :
Do « fixed and variable - insurance, feed
» Understand the profitability ie. net wealth costs, fuel (bulk), labor?

and cash flow of the business
» Income:
» Livestock
- Stocking rates v pasture levels

- Cattle v sheep v goats (note capital . _
improvements that may be required) « Eg. plant and equipment, improved

_ Breeders v trade cattle (natural pasture, infrastructure improvements

» Consider adjusting your expenditure
based on expected revenue

» Capital improvements & maintenance
« Timings, costs, increased value

increase v trade opportunity) » Review your financing arrangements
- Fertility rates « Current bank, RIC, QRIDA loan
* Other sources of income - arrangements

diversification on farm and off farm?
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DEPRECIATION MEASURES




INSTANT ASSET WRITE-OFF

» Instant asset write-off
« Asset <5150k
e Aggregated turnover <$500m
» First used or installed ready between 12 March and 30 June 2020

« From 1 July 2020 this reduces down to Asset <$1,000 and only applicable for
business’s with turnover <$10m

| shve IBDO



BUSINESS INVESTMENT INCENTIVE

» Business Investment Incentive
« 50% of cost claimable in year 1, plus ordinary depreciation on the rest
e Aggregated turnover <$500m
« First used or installed ready between 12 March 2020 and 30 June 2021
« No contract/construction before 12 March
* New assets
« For use in Australia principally in a business

| «hve IBDO



WHAT NOW?




NEXT STEPS

> Ebe%f. Members - ensure you have completed your Agrihive system and or check in with
grihive.

» Once completed book your free appointment with BDO to review.

» If you are new to Agrihive, please enter the following trial code on the agrihive website
June2020.

» A fully tax-deductible subscription to Agrihive is available for $2500 before the end of
the financial year which includes a high level BDO business review with Jodie.

» A 5-year whole of business plan can be developed for you with BDO price on application.

(- BDO
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QUESTIONS?
James Walker Jodie Knowlton
Agrihive BDO Food & Agribusiness
P: 0428 583 336 P: +61 7 3237 5652
E: james@agrihive.com E: jodie.knowlton@bdo.com.au
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