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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 
(short and long term)

 Understand the profitability ie. net wealth 
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)

– Breeders v trade cattle (natural 
increase v trade opportunity)

– Fertility rates 

• Other sources of income –
diversification on farm and off farm? 
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 Review your expenses 

• fixed and variable – insurance, feed 

costs, fuel (bulk), labor? 

• Consider adjusting your expenditure 

based on expected revenue 

 Capital improvements & maintenance

• Timings, costs, increased value

• Eg. plant and equipment, improved 

pasture, infrastructure improvements

 Review your financing arrangements 

• Current bank, RIC, QRIDA loan 

arrangements 



AGRIHIVE & E-BEEF
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AGRIHIVE PROGRAM

 My Family

 My Farm

 My Lifestyle

 My Financials

INTERNAL FARM DATA

(Farmer and Adviser)

 Third Parties

 Government

 Industry

 Hardware

 Sensory (IOT)

INTERNAL FARM DATA

(Live and Static)

RICH DATA

Insights Infographics and
Artificial Intelligence
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Computation and Algorithms

Prepopulated forms Reports

Helps Farmers Make Decisions 



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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UNDERSTANDING YOUR NUMBERS



KEY DRIVERS OF PROFITABILITY

 Do you know if your business is profitable? 

 What is the definition of “profitable”

• Accountant (usually on a tax basis)

• Bank (earnings before interest and tax)

• Management accounts? 

 In the Agrihive program we focus on:

• Net wealth: is this increasing 

• Business wealth + personal wealth = Net Wealth 
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UNDERSTANDING YOUR NUMBERS & TERMINOLOGY
Agrihive focuses on: 

 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
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UNDERSTANDING YOUR NUMBERS & TERMINOLOGY

 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

 Understanding what factors you can control 

to improve this going forward
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UNDERSTANDING YOUR NUMBERS & TERMINOLOGY

 Cash flow: Movement in cash for:

• Operational (income & 
expenses)

• Financing  

• Capital

• Personal
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UNDERSTANDING YOUR NUMBERS & TERMINOLOGY
 Livestock:
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UNDERSTANDING YOUR NUMBERS & TERMINOLOGY

 Performance Ratios (Profits): 

• Asset turnover ratio: 

Total Business Income (Sales) 

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 
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KEY RATIO



UNDERSTANDING YOUR NUMBERS & TERMINOLOGY

 Performance Ratios (Costs): 
• Input cost ratio: 

Variable $     

Total Business Income (Sales) 

• Overhead cost ratio: 

Fixed Costs (including finance costs)

Total Business Income (Sales) 

• Finance cost ratio: 

Finance costs  

Total Business Income (Sales) 

• Depreciation cost ratio: 

Depreciation expense $     

Total Business Income (Sales) 
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KEY RATIO –

Break Even



UNDERSTANDING YOUR NUMBERS & TERMINOLOGY

 Viability: 

• Interest cover ratio: 

Business Profit (excluding financing costs) 

Finance costs  

• Debt to income ratio: 

Total Business Income (Sales) 

Total Business Debt  

• Equity ratio: 

Business Equity (Assets - Liability)

Total Business Assets 
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KEY RATIO –

Lending Capacity

KEY RATIO –

Lending Risk



CONTROL WHAT YOU CAN CONTROL

 What are your business and personal goals 
(short and long term)

 Understand the profitability ie. net wealth 
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)

– Breeders v trade cattle (natural 
increase v trade opportunity)

– Fertility rates 

• Other sources of income –
diversification on farm and off farm? 
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 Review your expenses 

• fixed and variable – insurance, feed 

costs, fuel (bulk), labor? 

• Consider adjusting your expenditure 

based on expected revenue 

 Capital improvements & maintenance

• Timings, costs, increased value

• Eg. plant and equipment, improved 

pasture, infrastructure improvements

 Review your financing arrangements 

• Current bank, RIC, QRIDA loan 

arrangements 



DEPRECIATION MEASURES



INSTANT ASSET WRITE-OFF

 Instant asset write-off

• Asset <$150k

• 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
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BUSINESS INVESTMENT INCENTIVE

 Business Investment Incentive

• 50% of cost claimable in year 1, plus ordinary depreciation on the rest

• 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
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WHAT NOW?



NEXT STEPS
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 Ebeef Members - ensure you have completed your Agrihive system and or check in with 
Agrihive.

 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.
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QUESTIONS?

James Walker

Agrihive 

P: 0428 583 336

E: james@agrihive.com
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E: jodie.knowlton@bdo.com.au
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