KapAg Ltd

To Lynette Baish Senior Policy Analyst
Horizons Regional Council

From Terry Parminter KapAg

CcC

Date 1*May 2018

Reference RegionaMacro-economic Report

Hi Lynette,

The following is an interim report providing information for the maemmnomic analyss being undertaken.These
are for all types of dairyingrable croppin@nd thosehorticultural activities deemed to b®€ommercial vegetable
A NER gih tfiedldDe Pla2014).

1. The purpose:

The economic analyses compare district economic performanessponse to three policy situations

0] Before undertaking management changes to achieve One Plan nittogemequiremerg

(i) After undertaking management changes to achieve One Plan nitrdogsrequirement in Table 14.2

(iii) After undertaking management changes to achieve One Plan nitdogsrequirement in a proposed
revision of Table 14.2(R).

The industries being consideredthis report are:

' Dairying in the Uppea | ¥ | gCaithiment of the Tararua District
1 Dairying in theCoastaRangtikei Catchmenbf the Rangitikei (part) and ManawaDistricts (part)
1 Horticulture in the Horowhenua District

The information sources are shownTable 1.



Table 1.The information sources used in this report

Nitrogen losses Gross margins P&L accounts

Dairy-Upper 1 1 1
alyl gl idn

Dairy-Rangitikei 1 1 1
Arablewith livestock 1,2 1,2 1,2
Market gardens 2,3 2,3 2
Intensive vegetables 2,3 2,3 2
Potatoes 12 12 12
Covered vegetables 3 3 3

1. Impact of changes to nitrogen loss allowances on dairying in the Uppey | gCaithiment, Parminter, 2018.
2. Farm scale economimpact analysis of One Plan intensive land use provisions, AgriBusiness Group, 2017.
3. Pers. comm.: Stuart Ford (Agribusiness Ltd), Gillian Mangin (MPI), Annette Carey (MPI)

A comparison between the original Table 14.2 in the One @@14)and a possibleevised Table 14.2 is shown in
Figure 1.
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Table 6: Original cumulative N leaching maximums (kg N/ha/yr) by LUC Class from Table
14.2 of Horizons Regional Council’s One Plan.

LUCI LUCII LUCI | LUCIV LUCV LUCVI | LUCVII | LUCVIII
Year 1 30 27 24 18 16 15 8 2
Year 5 27 25 21 16 13 10 6 2
Year 10 26 22 19 14 13 10 6 2
Year 20 25 21 18 13 12 10 6 2

Table 7: Revised cumulative N leaching maximums (kg N/ha/yr) by LUC Class, revised

using OVERSEER® v6.2.3.
LUC| LUCI Lucti LUC IV LUCV LUCVI | LUC VI | LUC VI
Year 1 50 44 36 26 23 22 11 3
Year 5 45 11 32 23 19 15 8 3
Year 10 43 36 29 20 19 15 8 3
Year 20 42 34 27 19 17 15 8 3




2. Dairy z Upper Manawat |
There are 13 dairy farms in the Upper Manawatatchment. In the One Plan (2014) dairy farming is defined as,
a Xsing any area of land greater than 4 ha for the farming of dairy cattle for milk production. This includes land
used as a dairy cattle grazing runoff lexcludes any dairy grazing arrangemnt ¢ & tifd partyX for the
purpose of temporary grazingThese farms have been clusteiinto the following groups:

Cluster Farm#1
The results in Figus® and 3apply to 21% of the dairy farms the catchment

Figure 2 A summary of the profit and loss account for Cluster Farm #1 apghengriginalTable 14.2 from the One
Plan(2014)

il Initial-FarmH | Year-1H Year:5H Year-10H Year-201 K
.(G.hr;e)e;of-MiIking-PIatform- 1165 % . % % Iof
Total-CowsH 3404 2304 180x 150# 1504 H
Stocking-Rate+(cows/ha)x | 2.9% 2.01 1.64 1.31 1.31 H
Stocking-Rate-(SU/ha)x 24.31 14.64 14.4x 12.74 12.01 2
Farm-Labour-(FTE)X 2.54 2.0d 1.51 1.51 1.51 &
Nitrogen-LeachingX 41 224 19 17 l6x H
Pasture-ConsumptionX 125401 8056H 6386x 54174 5313n H
Production:(kgMS/cow)s | 321H 316H 329H 349 370H H
Production:(kgMS/ha)x 942x 6264 511x 4514 4784 H
Total-Milksolids:(keMS/yr)H 109,269-H 72,6164 59,2204 52,3504 55,500% K
;:"r'r:?:ma():zr;‘;r;o”"f 94x1 87x 81x 79% 79% 8
Gross:Farm-lncomeH $758,229'H | $541,804H $474,070-0 | $431,395% | 459,220 H
Farm‘Working-Expensesit | $523,876:1 | $431,746'1 | $376,351- | $342,9751 | $353,342n [
Operational-profitH $234,352:¢ | $110,058-% | $97,719-4 $88,420-1 $105,878:% M
Capital-Adjustmentsx - $20,6761 $29,095-H $33,7961 $31,9711 M
*Surplus-/-DeficitH $234,352-8 | $130,734- | $126,8141n | $122,2161 | $137,848n R
Profit-per-unit-area+:($/ha)d| $1,934u $902x4 S765H $724x S868-1 H

*No-drawings,-depreciation, -tax-or-principal-payments-included€|

For the regional analysis the figures for use are an initial aanmings Before Interest and T@&BI} of $241,017
and a final EBIT of $117,909 in year twentyFigure 3 the final EBIT is $221,161



Figure 3A summary of the profit and loss account for Cluster Farm #1 applying the revised Table 14.2 from the One

Plan(2014)
H Initial-FarmH | Year-1H Year-5H Year-101 Year-20x
;(D\hrae)e;of-Mi|king-PIatf0rm- 1161 . . " .
Total-CowsH 3401 325n 2701 250n 235n
Stocking-Rate:(cows/ha)d | 2.91 2.81 2.3d 2.24 2.01
Stocking-Rate:(SU/ha)x 24.34 H H > H
Farm-Labour-(FTE)x 2.51 2.54 2.0n 2.0d 2.01
Nitrogen-LeachingX 414 32n 28 251 24n
Pasture-ConsumptionHt 125401 11926H 103921 9605H 9488H
Production:(kgMS/cow)d | 3211 3254 3404 3601 4004
Production:(kgMS/ha)x 942% 911K 791H 7764 810
Total-Milksolids:(kgMS/yr) 109,269 | 105,625X 91,800x 90,000% 94,000H
?g'r:r:?scao:zr;‘;r;o”"f 9431 94x 921 905 91x
Gross-Farm-lncomeXt $758,229:1 $732,863K1 $650,010x1 $648,220% $671,920x1
Farm-Working-Expensest | $523,876:H | $500,325x% $454,341n $455,7541 $447,684%1
Operational-profitH $234,3521 $232,5371 $195,6691 $192,466x $224,2364
Capital-Adjustmentsi -H $2,4134 $11,401x $13,701n $13,821x
*Surplus:/-Deficitd $234,352H $234,9501 $206,167x $206,167x $238,057x
Profit-per-unit-area-($/ha)x| $1,921x $1,906H $1,6041 $1,578H $1,838H

x

*No-drawings,-depreciation,-

tax-or-principal-payments-included9|



Cluster Farm #2
Theresults in Figure 4 and Spply to8% of the farms in the catchment.

Figure4. A summary of the profit and loss account for Cluster Farm #2 applying Table 14.2 from the QRO Ran

o Initial-Farm¥ | Year-1H Year-5H Year-10H Year-20H H
/(ﬂ;:ae):;-of-Mi|king-PIatform- 112x % . % % lat
Total-Cowst 336x 230 210H 1704 150H 1
Stocking-Rate:(cows/ha)d | 3.04 2.1d 1.94 1.54 1.34 H
Stocking-Rate-(SU/ha)t | 22.7x 15.9x 14.4% 11.8x 10.9% i
Farm-Labour:(FTE)x 2.51 2.01 2.01 1.54 1.54 H
Nitrogen-Leachingt 421 241 221 191 18K H
Pasture-Consumptiont 12,4294 8,872K 8,017 6,597x 06,0671 &
Production-(kgMS/cow)d | 3691 390d 380H 3901 4251 1
Production-(kgMS/ha)x 11074 801nx 7131 592n1 5691 H
;(‘J’;:/:S“//';L')‘Zo"ds 123,984% | 89,7001 79,8008 | 66,3001 63,7501 |
?g'r':q?i:()::‘z‘;r;o”c’f 9431 94 821 79x 79x .
Gross-Farm-IncomeH $853,136x1 $680,7504 $634,0404 $543,4504 $523,7951 X
Farm-Working-Expensest | $476,014% | $399,3351 | $389,911% | $320,2321 | $312,253% [
Operational-profitH $377,122x1 $281,4154 $244,1294 $223,2184 $211,542n A
Capital-AdjustmentsH -H $16,726H $21,456H $31,913n $34,438H1 H
*Surplus-/-Deficitt $375,372x1 $298,141-% | $244,129n | $223,218-% | $211,542-8 M
(pg;’;:)'zer'””it'area' $2,387x $1,839 $1,5963 $1,459x $1,3838 |

*No-drawings, -depreciation,-tax-or-principal-payments-included"

For Cluster Farm #2 the initial year has an EBIT of $402,972 dadfinal year of the original Table 14.2 it is
$211,542. In the final year of the revised table $336,806.



Figure5. A summary of the profit and loss account for Cluster Farm #2 applying Table 14.2 from the QR Rian

X Initial-Farmi | Year-1H Year-5% Year-10H1 Year-20H H
?hr:)e;of-MiIking-PIatform- 1125 . . . i o
Total-CowsHt 336X 336K 326H 310 260x H
Stocking-Rate-(cows/ha)x | 3.0H 3.01 2.91 2.8 2.31 H
Stocking-Rate-(SU/ha)¢ | 22.71 X X ot e H
Farm-Labour:(FTE)x 2.5 2.54 2.5H 2.5 2.01 H
Nitrogen-LeachingH 42y 374 34y 30u 28H H
Pasture-ConsumptionH 12,4291 12,0784 11,3434 10,9994 10,1684 H
Production-(kgMS/cow)x | 3694 357d 366H 3624 42541 H
Production-(kgMS/ha)t | 1107k 1071x 1066x 1002x 9871 H
(TE;:/:S'\/AQ')‘;O"“ 123,984 | 119,949% | 119,349% | 112,240% | 110,500% "
][\;'L'r:?i:c)‘;:‘z‘;r;o""f 94y 9451 94x 94y 93n i
Gross-Farm:IncomeXH $853,136H $826,9094 $822,108H $773,5604 $771,9508 [

Farm-Working-Expensest | $476,0141 | $499,0451 $488,5591 | $430,573n | $396,144n M

Operational-profitH $377,122% | $327,864n | $333,550H | $342,987¢ | $375,806% M
Capital-Adjustmentsi Y -$1,6774 -$6171 -$6004 $7,846H1 H
*Surplus-/-Deficits $377,1221 | $326,1871 | $332,933n | $342,387x | $383,652¢ M
g;’;:)'zer'””it'area' $2,387x $2,075H $2,111x $2,171x $2,3791

*No-drawings,-depreciation, tax-or-principal-payments-included]



Cluster Farm #3

The results in Figur@apply to 14% of the farms in the catchmenm the initial year the EDIT is $186,149teA
applying the original Table 14.2 in the One R204)this dropsand then increasein Year 20 to $209,676.
Applying the revised Tablet.2 does not affect this farm as in the initial year it is already below the required
maximums for leaching nitrogen.

Figure6. A summary of the profit and loss account for Cluster Farm #3 applying Table 14.2 from the QRO Ran

H Initial-Farm| Year-1H Year-5H Year-10x Year-20x
.(L\hr:)z;-of-l\/lilking-PIatform- 99x % . % %
Total-CowsH 256x 256H 256x 240y 175K
Stocking-Rate-(cows/ha) | 2.61 2.64 2.6H 2.4x4 1.81
Stocking:Rate:(SU/ha)x 18.51 17.51 17.4n 15.91 13.6H1
Farm:Labour(FTE)x 2.01 2.01 2.01 2.01 1.51
Nitrogen-Leachingt 28u 244 224 194 174
Pasture-ConsumptionH 91584 8815H 8582K 8310H 6969H
Production:(kgMS/cow)d | 340 331 323 323n 4251
Production:(kgMS/ha)x 880 855y 834n 7824 7524
E{‘E:/:S“//;Ll)‘;"“ds 87,1454 84,630% 82,579x 77,4184 74,4005
Milk-as-a-proportion-of-

farm-income- (%)t 94%H 94%HK 94%HK 94%H 89%HK
Gross-Farm-IncomeX $-602,603H | $:586,255H | 5-572,924% | $-537,0372 | 5-546,180%
Farm-Working-Expensest | $-416,4541 | $-424,637n | $-427,288% | $-400,2391 | $:336,504%
Operational-profitH $-186,1494 | $-161,618K% | 5-145,636% | $-136,798H | $-209,676%
Capital-Adjustmentsx - $-1,083H S-468H $-2,488H $-9,114K
*Surplus-/-Deficitx $-186,149H | $-160,535H | $-145,1684 | $-139,286H | $-218,790%
Fsr;’;:)'zer'””it'area' $1,2031 | $1,122n | $1,0118 | $:950 $-1,456H

*No-drawings, -depreciation, -tax-or-principal-payments-included"




T Initial-Farm}| Year-1x Year-5:1 Year-101 Year-20H
?hrae)aﬁ-of-l\/liIking-PIatform- 99k v . v v
Total-CowsXt 2564 253y 2434 2354 235u
Stocking-Rate:(cows/ha)d | 2.6X 2.61 2.5 2.4 2.4
Stocking-Rate-(SU/ha)x 18.5H4 18.54 18.44 18.44 18.84
Farm-Labour-(FTE)x 2.04 2.0 2.0d 2.04 2.04
Nitrogen-LeachingH 284 284 284 28H 2841
Pasture-Consumptiony 9,1584 9,1624 9,1344 9,0994 9,0984
Production-(kgMS/cow)x | 3404 3494 374x 3964 425K
Production-(kgMS/ha)x 880K 891K 919K 9394 1,008x%
E;;Zﬁigﬁfﬂg? 87,145K 88,250% 91,000 93,000 99,800k
?2::?;2;2;25;52°r”°ﬁ 9431 945 95K 95K 95K
Gross-Farm-IncomeH $-602,603% | $609,7054 626,0605X $637,5804 $681,7804
Farm-Working-Expensest | 5:416,454x% | $415,896H | $414,398% | $410,092x | $431,636H
Operational-profitx $-186,149% | $193,809H $211,662x4 $227,488H $250,1444
Capital-Adjustmentsx X 5$782n S1,116x -51,312x -$4,372x
*Surplus-/-Deficity $-186,149% | $193,027x $210,546x $226,177x1 $245,773x
Profit perunitarea $1,2031 | $1,346x $1,470% $1,580H $1,737x

($/ha)x

*No-drawings,-depreciation,-tax-or-principal-payments-included"




Cluster Farm #4

The results in Figures 7 and 8 apply 8%4lof the farms in the catchment.

Figure 7 A summary of the profit and loss account for Cluster Farm #4 applyirgitiieal Table 14.2 from the One

Plan(2014)
™ Initial-FarmH | Year-1K Year-5H Year-10H Year-20H
(Ahr:)e;of-MiIking»PIatform- 131 % . % %
Total-CowsH 3851 380K 350n 320n 300K
Stocking-Rate:(cows/ha)d | 2.9% 2.9n 2.74 2.41 2.31
Stocking-Rate-(SU/ha)d 25.31 20.94 19.8n 18.51 17.4n
Farm:Labour:(FTE)H 2.54 2.51 2.54 2.54 2.51
Nitrogen-Leachingh 46K 24n 21 194 18x
Pasture-Consumptiont 11794K 9349K 87721 8030x 74454
Production-(kgMS/cow)d | 387k 381n 4044 4254 4254
Production-(kgMS/ha)x 1137n 11051 1079n 1038K 973K
E(z:/:s'\//';;‘;o“ds 149,000% | 144,715% | 141,300 | 136,000% | 127,500
:ir':q'?;z;‘;:z.“z;r):°n'°f' 95K 95K 95K 953 95K
Gross-Farm-IncomeXH $1,022,800-1| $994,168K $-967,9901 | $-929,520% | $871,190K%
Farm-Working-Expensest | $608,739-1 | $620,084x1 $631,711r | $621,593x1 $610,9074
Operational-profitd $414,061-0 | $5:374,084% | $-336,2791 | $-307,9271% | $-260,283X1
Capital-AdjustmentsH -4 $-1,574x $-5,198x $-9,428x $-13,738n
*Surplus-/-Deficitk $414,061-% | 375,657 | $:341,477% | $-317,356% | $:274,021x
Profit:perunit-area: $2,4071 $2,1751 $1,955K $1,790x $1,5131

($/ha)x

*No-drawings,-depreciation,-tax-or-principal-payments-included]

For Cluster Farm #4 the initial year laasEBIT of $414,061 and in the final year of the original Table 14.2 it is

$260,283. In the final year of the revised table $234,137




Figure 8 A summary of the profit and loss account for Cluster Farm #4 applying the revised Table 14.2 féame the
Plan(2014)
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