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TAKING STOCK OF YOUR SITUATION

TAKING STOCK OF YOUR SITUATION
With the recent milk price announcements the
majority of south eastern Australian dairy farmers
will be facing challenging operation conditions for
the foreseeable future. The Macalister irrigation
district has been fortunate with the 2015/16 climatic
season. Let’s keep our fingers crossed for 2016/17.

While every farm situation is unique, this fact sheet
is designed to help you understand your current
position and start to plan ahead. Planning is the key
to making the best decisions.

Pull together your support team
Who can you call on to provide input into all the
important aspects of your business?

Support team members will be drawn from your
family and trusted friends, farming peers,
discussion group members, your accountant, your
consultant, your factory field officer, your bank
manager, or other service providers.

TWO OBSEVATIONS ABOUT PLANNING
A lot of people aim at nothing and hit it with
tremendous accuracy.

Never lose sight of what you set out to achieve.
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Know your current situation — Take Stock
There are no ‘one size fits all’ solutions, but there
is a sound process to work through to better
understand your situation,

The Taking Stock process considers
» Animal and feed issues

» The financial situation of the business; and
the

» Implications for your employees.

Dairy Base is available online
www.dairybase.com.au and can help you
understand your annual cash flow and Balance
Sheet. The Taking Stock tool also helps to pull
together your information for the planning
process.

It is available at www.tftt.dairyaustralia.com.au

The Taking Stock Process will help you:

» Understand the cash flow positon of your
business through May — July

» Start pulling together the necessary
physical and financial information to fully
understand your cash flow position for
2016/17 on both an annual and monthly
basis.

» Understand your current balance sheet
position i.e. What you own (assets) versus
what you owe (liabilities/loans)

» Your feed budget (annual and monthly)

» What resources you have available to
draw on.
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Annual Cash Flow

Focus on cash (total outgoings and incomings
including those associated with non farm
activities).

Start by looking at your current situation on a
yearly basis and then after considering options,
run this into a monthly cash flow which can be
updated on a monthly basis.

By using the Cash Report in DairyBase or the
Taking Stock tool you can start to identify options
to help manage the current conditions.

Your support team will provide important input as
you develop plans that balance the needs of
immediate cash flow with longer term goals.

Monthly milk income and feed budget

Purchased feed and home grown feed as we
know are the single biggest costs:
understanding them both on an annual and
monthly basis relative to milk income is critical.

The first task is to understand your May and
June milk price, milk income and feed
expenditure and how it will impact on cash flow
through until the end of July 2016.

Having sorted out the May and June income and
feed expenditure, start work on a detailed cash
flow budget for 2016/17.

3. Detailed Cash Budget for 2016/17

» Using the Cash Report in Dairy Base or Taking
Stock tool, start working on an Annual Cash
Budget.

» While we don’t know the actual milk price for
2016/17 by putting all your other income and
expenditure into an annual budget you will start
to get a clearer understanding of at what milk
price your annual cash flow position is break
even.

» This initial Cash Budget will then form the
basis for discussions with your support team
as you find tune strategies for 2016/17.

4. Monthly Cash Flow Statement

As you start to settle on the plan for 2016/17 a
monthly cash flow will provide:

» A more detailed ‘road map’ of how the annual
results will be achieved

» A framework to more closely track the actual
performance against budget

» An easy update if/when the bigger settings e.g.
milk price, milk production, feed costs change
throughout the year.

5. Balance Sheet — What you own (assets)
versus what you owe (loans/liabilities)

Equity position — it is important to know your equity
positon using realistic values for all the assets that
you own minus all your liabilities. It will influence
what sources of funds are available from the bank
and help identify any surplus assets. Equity should
be viewed in conjunction with cash flow.
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Key outcomes of knowing your current situation - summary

the next three months.

2 Complete an annual Cash
Budget July — June and

production, feed budget
and detailed cash flow
position for the next 12
months.

1 Know your milk price, milk After evaluating all options, Remember:
income and all expenses to develop a month-by-month
complete a cash flow for plan including milk » All options are on the table and

will have a potential upside and
a downside.

understand your break » It can be easy to reduce
even milk price. Identify any surplus or non expenditure, but harder to
core assets that can be identify the risk of how that

3 Assess your balance converted to cash. reductions in expenditure will
sheet/equity position. . . impact on your overall margin.

4 Start pulling toaeth ilg:l:]égr?ggnoetzgr potential This is where the real value of

art pulling together a o
month by month cash flow. addressing e.g. stock your support team kicks in.
water. _ _

5 Using your initial » While there are actions you can
annualised Cash Budget, Don’t forget the ‘people’ implement immediately, expect
start working with your side of your business — it to take some time to formulate
team to ic_i(_antify _ what they can co_ntribute your plans.
opportunities to improve and what are their needs?
cash flow. » You will need to revisit your plan

as more information becomes
available and/or if conditions
change.

HOW CAN ADAMS ACCOUNTING HELP?

As indicated above we are one of your support team.

One of your expenses to pay in the 2016/17 year could be an income tax bill or income tax instalments — make sure
you know when these payments will be due and how much they are likely to be.

As your income for the 2016/17 year is likely to be down on the 2015/16 year we may be able to reduce your income
tax instalments that will be payable during the 2016/17 year.

Cashflow budget
All of the factories have field officers and they should be able to provide you with budgets — so get one prepared.

If you want an independent cashflow budget prepared call us.

Our fee for this service will be at a heavily discounted rate and we are prepared to wait for payment for any services
relating to any work described in this newsletter until November 2016.

You may want to discuss your current debt situation and what options to consider in terms of dealing with banks and
creditors and what deferring options you may have.

You may just want an independent opinion.




