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1. INTRODUCTION AND SOME IMPORTANT NOTES

The standardised gross margin budgets for the Katherine/Daly region are presented in this booklet.
They are a guide to the costs and returns that can be expected if specific conditions (relating to
climate, prices, management, ctc.) prevail. If these conditions are not met, then the gross margin
estimates can be wide of the mark. That doesn't mean we're wasting our time, though. For
instance, the budgets can be looked at more closely to see how variations in yields and prices affect
cropping returns. They can also be used as a basis for assessing the risk associated with planting a
certain crop measured in dollar terms. In any case. farmers are encouraged to prepare gross
margin estimates based on their own situation, experience. and expectations since these are likely
to be different from those assumed in the standardised budgets.

Standardised gross margin (GM) budgets provide a benchmark for comparing farm specific gross
margins (eg. you can compare your GM for sorghum against the “standardised GM' budget for
sorghum) and are useful for comparing the profitability of different crops (eg. maize vs sorghum).

GM analysis 1s a simplificd budgeting technique since it ignores overhead costs. Overhead costs
can be safely ignored, however, if comparing activitics of a similar nature (eg. no-till maize vs no-till
sorghum) that use existing farm plant and equipment. If new capital equipment is required (eg.
installation of irtigation equipment, purchase of minimum tillage equipment, purchase of livestock)
or if activities are not of a similar nature (eg. fattening steers vs no-till maize), then more
complicated budgeting is required. Contact the DPIF for further information.

Once the techniques of farm budgeting have been mastered, they become second nature in
evaluating the uncertain outcomes that a farmer faces. Budgeting after all, is merely attaching
dollar values to those decisions that need to be made during the production process. Very few
people in the farming game today are in a position where they don't need to keep a close eye on
their finances.

Some Comments on the Standardised Budgets

(a) Not all machinery costs are included in the gross margins. Only repairs and maintenance
costs to machinety plus fuel and oil costs are included. All other costs, including
depreciation, interest, provision of shelter, operators labour and insurance costs are treated
as overhead costs. The ability to cover this latter group of costs is usually measured by
preparing a whole farm budget.

The fuel, oil, and repair and maintcnance bill was calculated as an average of 10,000 rated
hours of use from tractors purchased new and 1,200 - 2,400 rated hours use from new
implements. This is merely a simple accounting technique. Individual growers should have
better idea of their own fuel, oil, repairs and maintcnance costs. Actual machinery running
costs for a particular farm may be much higher if old, worn-out equipment is used.

Fuel cost have been budgeted at 38¢/L. This is net of the NT government tax rebate and
the customs and excise rebate for on-farmuse. Labour costs are not included.

(b)  Seeding rates will vary, depending on the weight of seed, germination percentage and
individual's sowing practices.
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Fertiliser rates should be varied with the nutrient status of the soil and particular crop
requirements. Ask your district agronomist if you need advice on this matter. The NT
fertiliser freight subsidy is currently under review. Separate advise will be provided in carly
1998.

Herbicide and pesticide application rates vary with climate, incidence of insects, cte. It is
illegai to usc any herbicide or pesticidc that is not registered for use in the NT and to use
registered chemical contrary to their label specifications. Contact the DPIF for further
information if required.

A commercial grain handling and storage facility is operated at Katherine by Crennex Pty
Ltd trading as NT Grain.

Trade names are used in this publication solely for the purpose of providing specific
information. Mention of a rcgistered trade name does not constitute a guarantee or
warranty of the product by DPIF, nor does it endorse the product over brand names not
mentioned. Trade names have been included because producers seem to identify more
readily with these than with chemical names.

Costs and Returns may not add up cxactly due to rounding of numbers.



2. WHAT IS A GROSS MARGIN?

A gross margin is the difference between gross income and total variable costs for a farm
activity.

The total gross margin for a farm is the sum of all individual activity gross margins.

Gross Income can be measured by total receipts received from the sales of produce plus the value
of any retained output.

Variable Costs (also known as running costs). As the name implies, these costs vary with the size
of farm activities. For example, if the area sown to sorghum is increased from 200 hectares to 400
hectares then roughly twice the amount of seed and fertiliser will be required. Other variable costs
include; fiel, oil and repair and maintenance to machinery; casual labour costs; weed and pest
control; harvesting and marketing costs. Variable costs are distinct from overhead coss.

Farm Activity refers to the particular method employed in producing a commodity. For example,
zero tillage maizc and conventional tillage maize are two different farm activities. Both, however,
are described by the more general expression of a maize enterprise.

Overhead Costs (or fixed costs). These costs are difficult to avoid each year and are unlikely to
vary with changes in the levels of different farm activities, unless some capital expenditure is
required for these changes to occur. Overhead costs include the wages of permanent workers,
living expenses of the family, finance costs, insurance, telephone, replacement of buildings and
machines, business expenses, rates and land taxes. Overhead costs plus variable costs represent
total costs.

The relationship between the total gross margin and farm overhead costs provide a useful guide
when computed on a per hectare basis. The average gross margin per hectare should be greater
than the average overheads per hectare for the farm to make money.

Gross margins alone do not provide a basis for farm planning. Crop rotations, demands on farm
labour, finance, risk and other constraints need to be considered in the context of farm objectives.
Gross margins are simply the most commonly used, first-step, budgeting technique.
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GROSS MARGIN BUDGET

ENTERPRISE NAME: Zero-Till Sorghm REGION: Katherine/Daly
ENTERPRISE UNIT: 1 hectare DATE:; November 1997

Your
Estimate




Sensitivity of Sorghum Gross Margin ($/ha) to Varying Yields and Prices

Breakeven Analysis (Gross Margin Breakeven)

Breakeven Yield at a price of $275/tonne = 0.81 t/ha
Breakeven Price at a yield of 2.7 t/ha = $103.84/tonne
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GROSS MARGIN BUDGET

ENTERPRISE NAME: Zero-Till Maize REGION: Katherine/Daly
ENTERPRISE UNIT: 1 hectare DATE: November 1997

Your
Estimate




Sensitivity of Maize Gross Margin (3/ha) to Varying Yields and Prices

Breakeven Analysis (Gross Margin Breakeven)

Breakeven Yield at a price of $280/tonne = 1.52 t/ha
Breakeven Price at a yield of 3 t/ha = $156.77/tonne
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GROSS MARGIN BUDGET

ENTERPRISE NAME: No - Till Sesame REGION: Katherine/Daly
ENTERPRISE UNIT: 1 hectare DATE: November 1997

Your

Estimatc

[1] Costs for cleaning and grading have tripled since 1995-96. Cheaper alternatives may be available.



Sensitivity of Sesame Gross Margin ($/ha) to Varying Yields and Prices

Breakeven Analysis (Gross Margin Breakeven)

Breakeven Yield at a price of $1200/tonne = 0.30 t/ha
Breakeven Price at a yield of 0.6 t/ha = $708.70/tonne
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GROSS MARGIN BUDGET

ENTERPRISE NAME: Zero-till A Grade Mung Beans REGION: Katherine/Daly
ENTERPRISE UNIT: 1 hectare DATE: November 1997

Your
Estimate

[1] Costs for cleaning and grading have tripled since 1995-96. Cheaper alternatives may be available.
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Sensitivity of A Grade Mung Beans Gross Margin ($/ha) to Varying Yields and Prices
(assuming 80% B Grade & 20% Splits and A Grade Price + $220onne for Splits)

Breakeven Analysis (Gross Margin Breakeven)

Breakeven Yield at the Grade A price of $565/tonne = 0.75 t/ha
Breakeven Price at a yield of 1.0 t/ha = $475.80/tonne Grade A Mung Beans
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GROSS MARGIN BUDGET

ENTERPRISE NAME: Cavaicade Hay REGION: Katherine/Daly
ENTERPRISE UNIT: 1 hectare DATE: November 1997
L

Your
Estimate
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Sensitivity of Cavalcade Hay Gross Margin ($/ha) to Varying Yields and Prices

Breakeven Analysis (Gross Margin Breakeven)

Breakeven Yield at a price of $170/tonne = 2.23 t/ha
Breakeven Price at a yield of 7 t/ha = $57.71/tonne

NOTE: 800 x 800 0.50 tonne
800 x 1200  0.75 tonne
1200 x 1200  1.00 tonne
round bales
48  220-250kg
S5t 300-320 kg
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GROSS MARGIN BUDGET

ENTERPRISE NAME: Dry Season lirigated Peanuts REGION: Katherine/Daly
ENTERPRISE UNIT: 1 hectare DATE: November 1997

Your
Estimate
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Sensitivity of Peanuts Gross Margin ($/ha) to Varying Yields and Prices

Breakeven Analysis (Gross Margin Breakeven)

Breakeven Yield at a price of $750/tonne = 1.34 t/ha
Breakeven Price at a yield of 4.00 t/ha = $459.84/tonne

Aflatoxin Penalty rates

Scgregation 1 0-8 ppb Nil
Segregation 2 9-80 ppb $100
Segregation 3 81-160ppb 5200

Segregation 4 > 160 ppb $300-$400
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GROSS MARGIN BUDGET

ENTERPRISE NAME: Wet Season Iirigated Peanuts REGION: Katherine/Daly
ENTERPRISE UNIT: | hectare DATE: November 1997

Your
Estimate
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Sensitivity of Peanuts Gross Margin ($/ha) to Varying Yields and Prices

Breakeven Analysis (Gross Margin Breakeven)

Breakeven Yield at a price of $750/tonne = 1.29 t/ha
Breakeven Price at a yield of 5.00 t/ha = $371.86/tonne

Aflatoxin Penalty rates
Segregation 1 0-8 ppb Nil
Segregation 2 9-80 ppb $100
Segregation 3 81-160ppb $200

Segregation 4 > 160 ppb $300-$400
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GROSS MARGIN BUDGET

ENTERPRISE NAME: Rice - REGION: Marrakai
ENTERPRISE UNIT: 1 hectare DATE: November 1997

Your
Estimate




19

Sensitivity of Rice Gross Margin ($/ha) to Varying Yields and Prices

Breakeven Analysis (Gross Margin Breakeven)

Breakeven Yield at a price of $280onne = 2.10/ha
Breakeven Price at a yield of 4 t/ha = $161.34/tonne

Note:

Hay can be made from rice stalks at a rate of 5 tonnes per ha.
The current price of rice hay is $150/tonne with 5 bales per tonne.
The contract rate to mow/rake/roll (round bales) is $14/bale.
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Appendix C Farm Costs And Prices Used In Budgets
Fertiliser
Muriate of Potash (MOP) $380/t
Urea 8530/t
Superphosphate $426/t
Double Superphosphate $590:t
Double Super + Zinc $6501t
Super + Cu + Mo + Zn (10) 35751
NPKS (19-10-0-13) 3650/t
NPKS (19-13-0-9) $680/
Tripie Super + 10% S $6501
Gypsum S190/t
Super Potash 3+1 3497/t
NPK +S +Zn $730/t
K-Komplex $5.30/L
Herbicide
Treflan $8.50/L
Afrazine $6.00/L
Dual $23.00/L
Roundup CT $9.00/L
Basagran $30.00/L
Saiurn $15.00/L
Propanil $11.00/L.
Inoculant $0.05/kg
Spinnaker $94.00/L
Sertin-D C torn $29.00/L
Blazer $29.00/L
Fusilade $63.00/L
Insecticide
Bravoe $14.50/L.
Thiodan $9.15/L
Endosuflfan $13.50/L
Folicur/Agridex $76.00/L
Arial Spraying $20.00/ha
Lannate $288/20 L
Desiccants
Reglone $19.30/L.
Seed
Sorghum $£3.70/kg
Maize (Hycorn 90) $8.00/kg
Sesame $1.90/kg
Mung Beans (Putland) $£1.90/kg
Calvacade Hay $9.00/kg
Rice $0.50/kg
Peanuts $3.50/kg
Contracts
Cleaning & grading
- Mung Beans $150.00/
- Sesame $150.00/
Bagging §25.001
Cartage $30.00/
Cartage (Katherine) $30.004
Carlage to Kingaroy (Qld) $90.00/ha
Aerial Spraying $30.00/ha
Harvesting $180.00/h
Handling Charges $60.00/
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Other
Bale wrap $1.33/bale
Fertiliser subsidy $95.00/
Diesel fuel 75 cents/L
Comm. diesel rebate 34.697 cents/L
NT diesel rebate 2 cents/L
Laser Levelling 555.00/h
Produce Price
Mung Beans - Grade 'A’ 8565/t
Mung Beans - Splits 52204
Sorghum 5275k
Maize $280/1t
Sesame $1,200/
Cavalcade Hay 170/t
Rice $280/
Peanuts 7501
Peanuts Hay 5150/t
Expected Yield
Mung Beans 1.00 t/ha
Mung Beans - Splits 20%
Sorghum 2.70 t/ha
Maize 3.00 t/ha
Scsame (.60 t/ha
Cavalcade Hay 7.00 t/ha
Rice 4.00 t'ha
Peanuts (drytand) $2.75 t/ha
Peanuts {wet season, irrigated) 5.00 t/ha
Peanuts (dry season, irrigated) 4.00 t/ha
Miscellaneous
Agistment $2.00/hd/week and 1 AE/ha
Irrigation $56.00/mgl
Haymaking $150.00/ha
Wetting Agent
$63.00/5 L

Agridex
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