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Dynamic tests reveal poor performance of variable speed pumps

Testing — one, two, three

Regular checks and maintenance are key to the success

of energy-saving variable-speed vacuum pumps. We spoke

to a leading parlour system engineer to find out more.

text Rachael Porter

f youve recently installed a

variablespeed vacuum  pump
— within the past five years or so —
then, if you haven't done so already.
now may be a good time to call in
an engineer to carry out an annual
dynamic parlour test.
So says Promar's milking systems
manager Richard Hooson, adding

that dynamic tests carried out by the
company during the past year have
revealed that around 70% of parlours
with these energy-saving pumps are
either running with vacuums that are
too low or too high. “And both can cause
problems in terms of teat and udder
health, and milking speed.”

Grant aid towards upgrading existing

fixed vacuum pumps have seen an
increased number of installations on
UK units, as well as their use in
new parlours. “They save energy and.
when working at their optimum, they
also improve milking efficiency and
safeguard teat and udder health,” he
explains.

“But installing such a pump is just the
beginning. It must also be regularly
checked and, in some instances, serviced
to ensure that it's working correctly. If
it's not then it can cause more issues
than it resolves.”

So, if you haven't put your parlour
through a dynamic test during the past
12 months, it"s probably time to book an
engineer visit.
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Digital display: an easy-to-read gauge is key
to accurately monitoring vacuum levels

“Unlike the static test, which is
mandatory in all farm assurance
schemes, the dynamic test is optional.
But awareness of just how important it
is to test a parlour when it's actually
being put through its paces is increasing
and uptake of dynamic test has increased
four-fold during the past five years,”
says Mr Hoosomn.

Automatic adjustment

The variable speed vacuum pump has a
sensor, which automatically detects and
adjusts the vacuum at the teat-end
according to work load. “So if, for
example, you're milking the final row of
just six cows that come into the parlour,
less vacuum is required compared to
when two full sides of 10 cows have
clusters attached.

“The vacuum adjusts accordingly, which
saves energy and also ensures that
the vacuum isn't too high for those
remaining cows,” explains Mr Hooson.
“Our test results showed that around
60% of these pumps were running too
high at more than 42kPa at the teat end
when very few cows were being milked.
This will result in fidgety cows, slow
down milking and will impact on udder
health.”

Conversely, if the vacuum is too low
then there will be liner slippage, cups

will fall off and milking will be slow.
“From the cow's perspective, milking
takes too long and she'll become fidgety.
Cows like consistency and for milking
to take the same length of time, every
time.”

If the vacuum is too high, fidgety cows
will also be the result. “But often because
they're uncomfortable. Anything above
40kPa and you're also looking at teat-
end problems — typically hyperkeratosis,
where the keratin lining, which protects
the teat canal, is damaged and protrudes
from the teat end.

“Again, milking speed will also be
reduced, and unexpected sensations and
stress will inhibit the milk-let down
reflex in the future.”

Poor teat condition also leaves the cow
more susceptible to mastitis infection,
so vet and labour costs, and milk losses
coupled with longer milking times and
poorer energy efficiency will add insult
to injury.

Mr Hooson says that in a worst-case
scenario, some parlours with variable
speed vacuum pumps could be
fluctuating between these two extremes.
“This will, undoubtedly, manifest in
cows kicking off units — it will feel very
uncomfortable to be milked in a parlour
where vacuum is low one moment and
then extremely high the next.”

There are three keys issues that can
result in a fluctuating vacuum. The first
is the location of sensors and regulators
within in the milking system. “They
need to be fitted in a place where they
can be most ‘responsive’, which is as
close to the teat end as possible,”
explains Mr Hooson.

In some parlours, they're just not in the
best place to detect and react quickly to
changes in vacuum. A dynamic test will
quickly pick this up and it can then be
rectified by a parlour engineer. “Often
it's just a case of lengthening a cable to
reposition the sensor or regulator — it's
not usually a big job.”

Factory reset

The second reason for sub-optimal
performance is a power cut, which then
automatically triggers a factory setting
reset on some models. “And that's
something that can be easily missed.
How do you know if there's been an
interruption to the power supply?
Producers will often be unaware of this
and that's why checking the kPa is vital.”
The issue here is that many producers —
even those who have an annual dynamic
parlour test — won't necessarily know

Richard Hooson: “Know your ideal vacuum
level and check for any fluctuations™

what their vacuum kPa reading should
be. And, even if they do, the dials fitted
as standard to parlours are not easy to
read or interpret. “Most dials read from
zero to 100kPa, but it’s not easy to know
exactly where the needle is pointing and
where it should be pointing.

So installing a digital vacuum gauge
can help here.lt shows a clear figure
and, at a glance, producers can see if it's
at the optimum level and also whether
it’s fluctuating or stable. Such a gauge
costs around £165."

Regulator maintenance

Poor sensor and/or regulator maintenance
can also be a factor when it comes to
fluctuating vacuums and unresponsive
pumps.

“Some sensors and regulators on the
market are better than others, when
it comes to how well they wear and
function when soiled. Most regulators
need a service — ideally at least every
six months — even if it’s just a clean. So,
again, if you're having issues then that’s
something else you need to check or
speak to your parlour engineer about,”
adds Mr Hooson.

The solution to all three issues is regular
dynamic testing and keeping an eye on
your vacuum dial — preferably an easy-
to-read digital one.

“And, obviously, it's essential to know
what your vacuum should be and what
the dial should read. If in doubt, check
your latest dynamic test results. The
figures should be in the paperwork.”
He adds that many producers think that
once they've installed a variable speed
vacuum pump that they've ‘ticked
the box™ in terms of parlour performance
and protecting teat-end and udder
health.

“But checking that the pump is working
as it should be is also essential if
you're going to protect your investment,
your cows and your business’ bottom
line,” he adds. |
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Future flnanmal plannlng vital

airy farmers must take early

action 1o help them develop
strategies to successfully navigate
a number of challenges which will
affect financial returns in the next
few years according to Promar
International.

Announcing the latest results
from their Farm Business Ac-
counts (FBA) service, national
consultancy manager Nigel Davies
wamns that although the year to
March 2018 showed improved
profits, the prospects for 2019 and
2020 are less positive and there are
a number of key actions that all
producers need to consider.

“The results to March 2018
show a profit after depreciation of
£96,318, significantly up from the
£53,130 recorded to March 2017,
he explains. "As a barometer of
volatility, this profit was over 306,
above the average achieved in the
last five years, only surpassed by
the 2013-14 results.

“Total variable and overhead
costs increased by 6.9% and 5.6%
respectively, but critically as far
as driving profits were concerned,
the average producer in the sam-
ple increased total milk output by
74,009 litres, keeping four more
cows and producing an extra 188
litres per cow, without increasing
feed usage.

*This, in conjunction with
an average milk price increase of
2.86ppl diluted the impact of cost
increases, resulting in pmﬁt after
depreciation per litre rising from
3.09ppl to 5.38ppl.”

Promar’s Migel Davies.

Mr Davies stresses that profit-
ability is only half the story when
managing a business’s finances.
Other ‘cash’ costs including capi-
tal expenditure and non-trading
items such as drawings and debt
repayment need to be accounted
for. Despite being a year with a
higher than average profit, the
average farm made a cash deficit
of £685,152 before any new capital
introductions. Consequently, total
liabilities rose by around £18,000 to
£563,310.

Mr Davies says the projected
profit for the year ending March
2019 is influenced by the challeng-
ing weather in 2018 and a number
of deteriorating market factors.
Consequently, he forecasts that
profits for the current financial
year will be lower than the five
year average—£40,000 or less—
half the average profit to March
2018.

"While we have seen an es-

sentially level milk price across
the year so far and a continued
increase in herd size and yield
per cow, rises in feed costs due to
increased usage and higher prices
coupled with increased overheads
will impact materially on profit
and the balance sheet,

“We anticipate profits will
remain under greater pressure in
the year to March 2020 and believe
farmers need ko start planning now
to minimise the impact of several
major pinch points including milk
and feed prices, forage stocks,
Brexit and other global political
uncertainties.

“Farmers need to understand
the impact of these factors on their
borrowings, particularly looking
ahead to spring 2019. With all
banks now looking more sharply
at full farm viability, steps should
be taken to put adequate cash fa-
cilities in place in good time, being
proactive rather than reactive.”

To build more sustainable
businesses, dairy farmers must
continue to drive technically, ef-
ficiency and fully embrace the
use of financial management in-
formation. Managing people and
managing animals will be two key
areas for attention.

“Implementing changes and
improvement can take time, but
they happen most successfully
when businesses have the best pos-
sible financial information to hand
and are prepared to regularly step
back from their businesses and
take an alternative view," he adds.
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Complying with compliance

Cross compliance failures continue to be a drain on incomes, with the cost per failure
increasing. Promar consultant Mark Wheeler believes farmers should learn from these
results, particularly with schemes likely to evolve after we leave the EU.

roas compliance fallures enst

farmers basic payment pen-
alties af around £2.2 million i
216 and will have been a similar
mnagnitude in 2017, Having been
given money by the Government
the chijective should benot bo hand
it straight back.

The current framework bor
pena.lilins non-compliance 18
well known so Mr Wheeler says
it should be possible to avoid any
penalties.

“In 2017 there were 7% fewer
inspections yet we saw 375% mare
irspection faikures, up fram 1,963
to LIE" he explains. “31.60%
of @ilumes were penalised by 3%
ar mare of Basic Payment Scheme
(B8PS} compared to JLS5E in 2016,
This is a 34% increase,

(¥ greater concerr is that 192
failures nltracted penaltics of mose
than 15% of BFS. This is a 5%
increase comipared to 2016, and a

dear indication that in 2017 either
irspection failures were penalized
handar or farms had become maoee
complacent.”

On average, a 100ha farm
recelved just over EXLA00 in basic
payment in 2007 ard with the ex-
change rate |wst set for next year
at €1 = 089281, this &3 likely to
be warth a similar amount this
yeas, meaning a 5% cut would be
around £1,140,

Iir Whesler warna that penal-
s are cumulative, so if there are
other Eilures then the cuts weuld
be more severe and recurtrent
breaches mean the peralty can be
tripled the following year.

*Penalties also depend oo the
seriousness of a breach—whether
it iz deliberate; whether the mesult
is permanent and whether the im-
pact is limited o the Earm or not.
Typical negligent penalties range
from & warning letber to penalties

! ﬁl;;rﬁ}:i;;:a_:@as}f_mmﬂianm 2017

Category % nfal:rﬁ Common couses
SMRT | 26.6% Movemant records incomactly
recorded, movemant unnecorced,
deaths unrecorded or animal not
Ak (R found In recurds
SMR4 | 23.3% Failure of all asgibie animals o
conform to natonal herdMock
supveidlance and testing Intbervals for
e ey 5 e
| SMRLL NVZ 13.8% Current year necords incomplebs not
| pres=ated or da not et
SHA 13 5.0% Irsuffickent ar staff not competent to
Animal provide |ivestock care, inadeguats or
Wielfare unavailable vet and medicne reconds
that may not agres with the purchese
Ivantory ar where animals are not
D cared for urwlﬂv_ el
GAEC 1 3.8% The farmer has falad to produwce
WATEITOLTSES andfar keep an appropriate map
of their hoiding and surface waters:
| or had appllied pesticide, fertillzer
or culthvated within tha one or two
| | | meire protection zone N
GREC 7a 3.8% The larmer has applied pesticide,
Boundaries fartiiizar or cuitvated within the 2
rretre pratection rone
GAEC 2B 2.2% Wisible shstruction Lo the pubiic right
| puic right of wey
al way

of 1'% to 5% per breach, whemas
those deemed intentional, which
can include those where
A prior year's nan-coame
pliance k& repeated are
urcagped and upwands
of 15%.°

br Wheeler says
livestock fallures made
up more than 0% of
folal cross-compliance
breaches in 2017 bul
e is no avallable data
o klenbify if these are an
specialist livestock o mixed [arms.
Manry of the faihares are avaidable
by good management and atben-
tiom to detail with eoonds.

Reazans for penaities

“It is worth looking at exacily
where failures oecur &5 an op-
portunsty io check how you can
reduce the penalty risk, by geiting
your howse in order (see table)

"Many of the major caes can
be avoided by simple actions such
as replacing bost ear tags imme-
dialr'l:,r; hﬂ-]!rn.g gnnd v:u.-'rimrf
mdﬁ:rﬂmbmibﬁn;mt
informatian and passports within
the required fmescale,

“Areas like public access and
animal welfare are likely jo be of
increasing relevance as we go for-
waird, and bath are already subject
Lo e scruting,”

Mr Whesler says the Agricul-
ture Bill states o near status guo
for 2019 and 2020 claim vears with
some sleplification likely. This
perbod of short-term stability will
be Eollowed by transition throwgh
o M7,

The consultation for Health
and Harmony' sets & clear path
towards ‘delivery of public goods’,

and profecting the envi-
rorment and includes mentlon of
the palluter paying.

“The Bill confirms the direc-
o of travel and legislates for
# ‘eopy and paste’ of the currend
rules into the statule book as we
exit the EU with mechanisms io
chanpe these rules in futbue.”

He says a proposed new

Adark Wherler,

Ervirgrgmental Land Fu'la.n:pn!nl:
Scheme (ELMS) evolving from
the current Countrysde
Stewardship Schemes
but simpler to operabe
will be one method of
tying in new payments fo
delivery of goods. There
is also likely o be some
support linked fo manag-
ing risk and improving
productivity, There may
also be & new higher
anignal welfare slandard
from 2020,

“The curremt GAECS and
SMRS alteady cover health wel-
fare and multiple environsmental
provisions. Just as with more
overanching legmlation these codes
of practice and ststubery manage-
ment regulations are likely to
evalve over the timeframe. In my
wiew they will be a set of standards
likety to be of mare significance
and perhaps mose tied in with any
r:wpl}-'m:r'_ls.

In March 2019, the Govern-
ment will launch a MNational Air
Quality Manngement Mlan. This
will inclode measures o reduce
the impact of ammonia emissions
an commanities and the emvin-
maent,

Proposals include N limits,
new environmental permit regu-
lations and pushing farmers o
more widely adopt low emission
application techniques.

“iopry Faklure bo comply or de-
liver publc or environmenial good
will result in either loslng potentisl
available paymenl or being penal-
iged for comipliance breeches.

Frotecting business

“Im the shaet term | have been
working with dlents to reduce
risks of non-compliance and so en-
s (had suppor! payments remain
Lo el bambs and are nol retwrmed
b thee Theagure

“Moving forward it will make
senise bo do what you can fe ensime
you aré in & position Lo comply
with future changes ard 80 protect
yovar business and inoosne.”
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»Farmers should get
ready for ‘pinch point’

By Alex Black

PROFITABILITY was up in a ‘suc-
cessful’ year for UK dairy farmers,
but profits only tell half of the story.

According to Promar’s latest Farm
Business Accounts, average dairy
farm profits were £96,318 for the
year ending March 2018, up from
£53,130 a year earlier.

This was driven by a 2. 86ppl
average 12-month milk price incr-
ease, improved yields per cow, an
increased herd size and average
feed use staying level.

But according to the Promar
figures, after drawings and tax,
repayments of loans and net capital
spend, businesses were left with a
deficit of £85,152 before any new
debt was introduced.

Nigel Davies, national consultancy
manager at Promar, highlighted
some of the differences between top
performing farms and the average,
with the most efficien having smaller
herds, higher yields and better con-
centrate efficiency.

He said: “Little is to do with milk
price. There is 0.1ppl difference."

foer’ proﬁts
only tell half the story

The top farms also had better cow
health with lower replacement rates
and better fertility performance, as
well as lower bedding costs, feed costs
and dairy sundries costs. Wages,
power and machinery, property and
debt per cow were also lower.

“They are able to spend £236 per
cow more and to reinvest in the busi-
ness for future efficiency.”

Looking forward, Promar
expected profit after depreciation to
be under £40,000 for the year ended
March 2019. Issues for the years
ahead included Brexit, the trade war
between the US and China and its
potential impact on economic

growth, exchange rates and labour
availability and an increasing num-
ber of significant weather events.

Mr Davies advised farmers to pre-
pare now for the first half of 2019's
‘cash pinch point’ and feed and
forage needs. He said: “A lot of busi-
nesses have increased profitability.

“Most of them will have to pay
some tax and that is going to impact
the cash position at some point.”

He added they needed to be aware
of the impact of losing support pay-
ments, currently equating to 1.91ppl,
aswell as looking to remove inefficien-
cies, including labour and animal
management, cow health and fertlity.

Drivers of success

» Averags 12-month milk price
up 10.7 par cent to 29 81ppl

M Averaga rofing yield per cow
up 226 per cent to 8438 litres
m Average herd stze up by
four cows to 211 cows

= Averags feed use stayed
lavel at 0.36kgfitre

m Total varisble and overhead
costs Increasad in excess of
Infiation by 8.9 and 5.6 per cent,
respectivaly, but higher output
maant the total costs Increasa
was Jjust 2] par cent per itre
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Plan early to
cope with dairy
profit drop

THE NUMBERS

£864

Profit a cow for top
25% of herds in the
Promar sample

£457

Profit a cow for the
average herd in the

By Suzie Home

Milk producers face a profit drop of more than
509 for the milk year to 31 March 2019 and
greater pressure in the following year, advisers
have warned.

Consultant Promar International’s latest
Farm Business Accounts (FBA) results across
500 herds averaging 210 cows show a big
improvement in profit after depreciation for _

the year to 31 March 2018, with a 69% jump = ‘-i
to £96,318. a

However, wholesale dairy commodity mar- &
kets are mostly under downwards pressure, F

Promar sample

and rising production costs have led to the
prediction of a severe drop in average profits

Input and output price changes

to £40,000 or lower for the current milk year.  PROFIT: ® Feed prices — currently £24/t (1196) higher
Planning needs to start now to minimise the PAST AND than a year ago and heading for a £250/t aver-
impact of several pinch points, said the firm's FORECAST age (non-organic) by February 2019.
national consultancy manager Nigel Davies,  (Years ending 31 ® Milk price pressure — Promar is using a
identifying three areas of financial challenge: :‘;ﬁ’g‘;:dgm) farmgate average of 28.85p/litre for its forecast
of a profit drop of more than 50% for the year
® 2017 - £57130 to the end of March 2019. This is 0.5p/litre
MILK PRICES ARE FORECAST TO FALL oveR [Nt el
- more than 30% milk year.
» s 5 AR S it T B above the five- @ Each 1p/litre movement in milk prices for
2 | | I '.=—I E=31 year average these herds adds or cuts almost £18,000/year
= | —— 2019 - £40,000  of income, while a £10/t change in feed prices
| - L35 b= E iy | ] ——;*-\a} or lower - well makes a difference of £6,558.
é ¥ Iﬁ"ﬂi — st o below the five- @ Overhead cost increases — many of these will
:—I——r—-f 1 year average be driven by higher oil prices.
P B sy | E=== . ¢ :
= to] i | T = th f’fzw Political uncertainty
T hr Wy kn i Ak S 00 Ny D dan  Feb b o Global factors are already affecting dairy com-
modity prices and the impact of Brexit in
A R T I i terms of tariffs and exchange rates is yet to be
Source Defre G average farmgalte mdl orice axcen! wiene otherwise indicated determined and understood.




Increased efficiencies across the business
will be needed to fully offset support payment
changes, says Promar.

Forage stocks and quality

Stocks may take until late 2020 to be ade-
quately rebuilt to comfortable levels, says

Promar.

‘l'hefdgherproﬁtsadﬁevedintheyearto3l

March 2018 were driven by:

® A higher milk price - up 2.86p/litre on the

previous year

@ Higher average rolling yield a cow ~ up 188

litres (+2.26%)

® Higher average herd size - four more cows

than previous year

® Level average feed use at 0.36kg/litre

® Dilution of higher than inflation variable
and overhead costs to 2.1% by increased milk
output.

These profits needed to cover private draw-

ings, tax and reinvestment.
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Importance of non-compliance breaches must be recognised

THE current framework for penaliss  compared to 30.56 per cent in 2016,”

ing non-compliance in the Basic Pay-  said Mr Wheeler.

ment Scheme (BPS) should be better “Of greater concern is that 192

realised to avoid a replica of the £2.2  failures attracted penalties of more

million penalties incurred in 2016, than 15 per cent of BPS, a 25 per cent
Mark Wheeler, senior consultantat  increase on 2016."

Promar, said in 2017 there were 37 per Penalties are cumulative, he said,

cent fewer inspectionsbut3.7percent  with recurrent breaches often tripling

more failures, up from 1,963t0 2,036. the penalty the following year.
“Penalised by 5 per cent or more They are also dependent on the

of BPS were 316 per cent of failures

seriousness of breach - whether it was

deliberate, if the result was permanent
and whether the impact was limited to
the farm or not.

“Typical negligent penalties range
from a warning letter to penalties of
1-5 per cent per breach, whereas those
deemed intentional, which can include
those where a prior year’s non-compli-
ance is repeated, are unh:apped and
upwards of 15 per cent,” he said.

The proposed new Environmental

Land Management Scheme will be
one method of tying in new payments
to delivery of goods, including a pos-
sible higher animal welfare standard
post-2020 and environmental en-
hancements.

“Any failure to comply or deliver
public or environmental good will re-
sult in either losing potential available
payment or being penalised for com-
pliance breaches,” MrWheeler added.
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Profit warning for
dairy farmers

DAIRY farmers need o take

pasi
vear, the lck of available forage
cinsed by the labe spring and
the summer drougi, imcreised
voncentrate cosis and a fas

ifE  lrexit, all point
w less positive year in 2019
awd 2020, eocording to Promar
Inmernational.

Add e tha the expeced
hanges  to suppost nt
Fm“hthtmnﬂtw
i 19 ppl for the average fatm,
and milk producers have & bog of
work o g - A

Announcing lagest =
from Promars Farm Business
Acoounts (FBA) scrvice, fational
consglinney I
[Rpvies Imlnuﬁuahhmﬁ
the year o March 2008 sheaed
hrq:‘wmdmm,pmdnccﬁnctd

aware of new challenges

hi%meindmn}
resalis e March, 2008,

shirw o profit after depreciation
of §56, 318 - signi o
the £53,150 recorded 1 March,
20T, and 305 alwve the averaye
achicved i the st fve
=which wasonly

O 203 14 ressles,”

He sdded that whilc  total
variable and cveruowd custs hod
increased by GS% and S0,
respectively, ormtacally - as Ear as
driving profits were conoerned

the avermpe producer in the
sample  increassd  weal  milk
U T4000  Hires, by
e ping ir mowe oorws and
procucing an extra 188 litres
per oo, without increasing the
amaant of fesd used.

“This, in conjunction with am
averape milk price increase of
2 80p por litre dilubed the impact
of ool incpeases, fesuling in
profic after de ation per Hive

rjﬁl’mm_ s 5.ABppl”
grEEner  sigmdficance
homewer, is the fact that whilke

averapge profits were higher, the
B made & cash dedheir
off 545,15 before any new capital

intrsdhuc tionms. Consequently,
Al Hahilities mose by around
5 H DN b 5565, 5 10

INCREASED FEED opsts are oxpecied 1o impact hugely an milk prolila

m 2019

Furthermore, |
Nr Davies  warned
hest
for the }mnﬁm
March 2009 are
lﬂ?t'_l::r o lewerr than

Treevear merage
amd lesx than  half
s averape  poodit
b Murch 2008 as a
result of this yoars L
challenping weather - o)

deteriomting market
Ewrurs.

“Whike we have seen an
ememially level milk price acmoss
e yier &0 Fr ard a comtinoed
increase in herd size amd vield
por o, rises i feed Costs doe
o increised wage and higher
prices. © with kncreased
overleds will inpact materialhy

ﬁl‘ﬂﬂ[ and the Pedamce shect.

e anticipate profits ol
remiin under greater presare
it the year to March 2020 aned
believe farmers pecd w0 san
planming now 0 minimise the
impact of several major pinch

o T e
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is the impact of price changes.
Feed prices are currenthy £24/
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at milk prices will

w-rm*undﬁ re e, Rising
il prices wall also push many
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In additiom, the higher profits
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DANMIES
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tAx for many
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cash  demand  on
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take untll lae 2050 before
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 here isalso the global
1 isalso itical
unoertanty b Emﬁth?:t‘[ﬁ_‘h
Mr Dhvies podoted oul is already
ng on dary commodiny
prces and the i siill has
i bearn the impact of Beexil in
termes of tarifts and exchange
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Tix s st e added the likely
chanpes ™ = payment
sehiemmes wurrenthy

cquate 1 A ol of 191ppl for
mamfm in this sample,
y alisetlng supporl paynent
changss will require increased
efficie ncies across the business,

Finally dairving

)

By Patsy Humior

infation will not slow in the

coming  years, with  sdded

E:.Im-mcmpa.:w.nhu =,
LIS

For a mumber of producers,
there are fewer :ﬂﬂlut:nlﬂl.ﬁ
in the pipseline and the poos

i challenging sunumer
will i:';uu- adversely  imgched
herd reproductive i
amd hence future milk outpuat

the diluticn effect on
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EARLY PLANNING NEEDED TO FUTURE PROOF
DAIRY BUSINESSES

Dialry fanmers must iake early action io help them develop siratagies
o successiully navigate a number of challenges which will affect
financial retwrns in the next few years according o Promar
Intermational.

Announcing the ket results fram their Farm

Business Accounts (FEA) senice, the mos:

comprehansiee analysis of aelual dairy tarm

financil pedarrmancs s labls in h UK, Nasonal

Congultancy Manager Migel Davies warns

£ that although the year to Manch 2018 showed

?j( irpraved profils, the prespasts for 2010 and 2020
are loss posiive and thare ane @ number of kay

actiors ihad all producsrs need 1o conskler,

“The reaults to March 2048 show a peofi atter deprecialion ol
5, 1B, sygnificanty uwp Trom the £53,130 recorded o Mandh 20177
hg comments. "As & barometar of volatiity, this proft was over 30%
above the average Bchieved (ntha last e vaars, only surpassad by
1o 2013-14 rasuls.

“Tolal varshle and averhead costs increased by 6.9% and 56%
respocively, but critically as lar s diving profils were concemed, e
verRgE producer In the sample increased total milk cuipat oy 74,008
s, kisesring Four g oowe ane produsng an sxira 168 [ires per cow,
vathout increasing fead usaga,

“This, in conjunclion with an avarage mik price increasa of 2.88p0!
eyl the iFnpeact of costncreases, resiling ir in profit afer deprecialion
per Eire rising from 3.06ppd to 5.38ppl”

far Danies. stressas that profiEslisy 15 only hal tha stary when
managing a business’s financas, Oher ‘cash’ cosls inchding capial
enpenditune and norelrding Rems such &5 drrsings and debt rapayment
nasd to be peooumed for, Despite belng @ yearsitn a highar than average
profil, B1e aversge lasm made & cash defich of £85,152 bafoo any
nev capital intreductions. Conssguanty, tolal Babdities rose by anourd
18,000 to £843310.

Mr Dawies says the projected profit for the yaor snding larch
2019 is nlluencoed by the challenging weathar in 2018 and & nusnber of
detencrasing markal faciors . Consegquenily, he forecasts that profits for
ihe cuemand financial yaar wil b= lower than 1he five year average and
Alss leaa Ban hall the average prol? 1o Marzh 2018

“ivhila we hawe s2en an essentially vl milk grice sonoss the pear
&0 far and 8 continead ncrease in herd sie and yiesd par cow, rses
i Tood coats due b ncressed ugage and Fighes pricss coupled with
incraased cvarhaads wil impact makenally o profit and Fe balance
sheat.

“We anticipate profits will remain wndsr graabar pressume in the
yee 16 Manch 2020 and baliove tarmees nesd ko sta planning now 1o
minimisa the impact of sevaral magar pinch points.

He says the first pinch poirt I8 tha impact of price changos, Faed

prices are curensly 2401 (11%) higher and there are clear signals that
il prices will come Lndiar presaure. Flising ofl prices will push many
averheads Fghes. Fufieamang e higher proft achievad in 2018 wil
wark through 1o a higher tax bill for many which will fall due this year
placing a furhes cash demand on the busines:s..

Farmers naed b undarstand th impact of ihese tacors on their
bomowings., particulany lacking anead o Speing 2079, With all banks
rir Incking mora shaply a1 1ull tarm viability, steps should be takan
16 pul adequeaie cash ladlites in place in goad lime, baing proactye
rathar Fan reactve.”

Tha sacend posentiad pinch poirt is foeage and he says sicks may
baka Ll late on 2030 10 be adequalaly rebuil fo comionable wals. |

Thirdly, global poditical urcartainty remaing a concem. His already
impacting on dary commodity prices and we have sl 3 learn fhe
irpact of Brendt In temms of tanills and exchenge rates. To s must be
mddad e likely changas o supped payment sshemes which curenthy
e 1o a okl of 1.9 for the sverage farm in this sample. Fully
offseting support pRyment charges will requing inorasad efboences
At We business.

Firsaly ‘dairying’ releted inflation will not slow in the coming years,
with added pressure in paricular on wages, teed costs and most
overheads. For a8 number of producers, there arg lewer replacemens
in the pipeline and e pooe spirg and challenging summar il hava
acarscly impacted hard rmproductive pariormance and henca futura
il Ut meERing the diluson eMecl an costs ol produsing mare mik
will D resdlced

Torbuild mone sussainabie busingsses, daing tanmears moest continug
o dnve techricaly efficiancy and futy ambrace e wsa of financial
management informaticn. Managing peopla arkd managing animals will
be two key argas for attantion,

He saya hers remains a wids diapasity in the guality of call
management, youngatoeck managemend, milk quality and berd
repreductive performance. all of which impas! hugely on poifiablity,

Faopla on farms are kay, Effectva paop'e management Is net
just shout eosts, although tha top 255 in eur sample schiswed wago
coshe 2% e pverage. Staf managemant is an g cooed skill and
must embrace treining and dovelopment, delegation, modiveton and
comimurication of evarycns In 1he team. Wilh curent labour shorlages,
baing & geod pecoke manager could be e dilference betwean Raving
ECFINB0ME 10 Ml yaur cows of rak

*Ard don't forngat the external members of tha tam, The basar
producas wirk more coasly with thelr veta, consullants, conredons,
apcouriants etc than the svwaiage and fene e room Tor mos! producers
b Frprove in Bis area.

“Implementing changes and improvement can take fime, out thay
nappen most successtully whan busiresses have the bast possibls
financial information in Rand and are propared b reguisdly siep back
troem sheir busnesses and ke an alematie view.”
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| Early planning needed to future proof dairy businesses

8Y JOHNSWIRE ON NOVEMSEER 5. 2018 DAIRY. LIWESTOCK NEWS

Dairy farmers must take early action to help them develop strategies to successfully navigate a number of

challenges which will affect financial returns in the next few years according to Promar International,

Announcing the latest resuits from their Farm Business Accounts {FBA) service, the most comprehensive analysis of
actual dairy farm financial performance available in the UK, National Consultancy Manager Nigel Davies warns that
although the year to March 2018 showed improved profits, the prospecs for 2019 and 2020 are less positive and

there are a number of key actions that all producers need to consider.

“The results to March 2018 show a profit after depredation of £96,318, significantly up from the £53,130 recorded
e March 2017," he comments. “As a barometer of volatility, this profit was over 30% above the average achieved in

the last five years, only surpassed by the 201 3-14 resuls.

“Total variable and overhead costs increased by 6.9% and 5.60 respectively, but critically as far as driving profics
were concerned, the average producer in the sample increased total milk output by 74,009 fitres, keeping four more

cows and producing an-extra 188 litres per cow, without increasing feed usage.

“This, in conjunctian with an average milk price increase of 2,86ppl diluted the impact of costincreases, resultngin

in profit after depredation per litre rising from 3.09ppl o 5.38ppl."



Mr Dravies soresses that profitability is only half the story when managing a business's finances. Other ‘cash’ costs
including capital expenditure and non-rading items such as drawings and debt repayment need  be accounted
for. Despite being a year with a higher than average profit, the sverage farm made 3 cash deficit of £B5,152 before
any new capital introductions. Consequently, total liabilities rose by around £18,000 o £563,310.

Mr Davies says the projected profit for the year ending March 2019 is influenced by the challenging weather in
2018.and a number of deteriorating market factors . Conseguently, be forecasts that profits for the current financial

year will be lower than the five year average and also less than half the average profitto March 2018.

“While we have seen an essentially level milk price across the year so far and a continued increase in herd size and
yield per cow, rises in feed costs due to increased usage and higher prices coupled with increased averheads will

impact materially on profic and the balance sheet.

"We andcipate profits will remain under greater pressure in the year to March 2020 and believe farmers need to

start planning mow to. minimise the impact of several major pinch points.

He says the first pinch point is the impact of price changes. Feed prices are currendy £24/1 (11%) higher and thers
are clear signals that milk prices will come under pressure, Rising il prices will push many overheads higher.
Furthermare the higher profit achieved in 2018 will work through to a higher tax bill for many which will fall due this
year placing a further cash demand on the business..

“Farmer= need to understand the impact of these facors on thelr borrowings, particularty lnaking shead to Spring
2019. With all banks now looking maore sharply at full farm viability, steps should be taken w put adequate cash

fadilities'in place in good time, being proactive rather than reactive.”

The second potential pinch peint is forage and he says stocks may take undl late on 2020 to be adequately rebuilc to

comforiable levels. |

“Thirdly, global political uncertainty remains a concern. It is already impacting on dairy commodity prices and we
have szill to learn the impact of Brexit in terms of @riffs and exchange rates. To this must be added the likely
changes to support payment schemes which currently equate to a tozal of 1.21ppl for the average farm in this

sample. Fully offsetting support payment changes will reguire increased effidencies across the business.

Finally 'dairying’ refated inflation will not slow in the coming years, with added pressure in particular on wages, feed
costs and most overheads. For a number of producers, there are fewer replacements in the pipeline and the poor
spring and challenging summer will have adversely impacted herd reproductive performance and hence future milk

output-meaning the dilution effect on costs of produdng more milk will be reduced.

To build more sustainable businesses; dairy farmers must continue to drive technically efficiency and fully embrace
the use of financial managementinformation. Managing people and managing animals will be two key areas for

attention.

He says here remains a wide disparity in the quality of calf management, youngstock management, milk qualicy and
herd reproducdve performance, all of which impact hugely on proficabiliy.



People on farms are key., Effective people management is not just about costs, although the top 25% in our sample
achieved wage costs 23% lower average. 5iaff management is an overlooked skill and must embirace training and
development, delegation, motivaton and communication of everyone in the team. With current labour shortages,

being a good people manager could be the difference between having someocne to milk your cows or not

“And don't forget the external members of the team. The better producers work more closely with their vers,
consul@ants, contractors, accountants etc than the average and there is room for most producers to improve in this

area.

"Implementing changes and improvemnent can take dme, but they happen muost successfully when businesses have

the best possible financial information to hand and are prepared o regularly step back from their businesses and

take an alternanive view.”

The Farmers Mart

November 2018
Nigel Davies
cost implications
_ survived the challenge of the this time next year and beyond,*
THE Nationa! Milkminder late winter, and remain largely adds Nigel.
matched sample for June 2018 unaltered from June 2017, “This s a real challenge for many
highlights that production levels Howrever, Nigel Davies, and for this reason, using a cost-
of milk litres and solids, for the Promar’s National Consultancy Ings service like Milkminder can
average herd of 210 cows, have Manager, notes that the average be beneficial in helping to give an
total purchased feed bili for the accurate indication of likely pur-
month is now almaost a five-figure  chased feed costs, against which
sum at £9,777 per herd, which ls farmers can compare the likely
effectively 9.1% higher per cow costs of other feed sources,
compared to twelve months “For example, additional feed
ago. this year could come from catch
“Aside from practical challeng-  crops sown in the autumn or
s, these numbers serve 3s a spring, or other external sources
prompt to start planning ahead of forage* '
1o help understand the financial Nigel encourages farmers to
implications of ensuring that map out the relative costs of any
there will be adequate sup- sdditional feed sources now,
plies of both home-grown and thereby making informed deci-
purchased feed for the months sions, rather than waiting until
ahead ” he explains. next year and then realising that a
*Producers should aim to better decision could have been
gauge an understanding of the made.
potential cost implications of
feeding livestock nght throughto  www promar-international.com
Parameter Month of June 2017 Month of June 2018
Yield per cow in milk per day (litres) %9 26
Concentrate use per litre(kg/1) 028 028
Concentrate price per tonne (£/T) 25 73
Total other purchased feed cost (£) 254 295
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ROSEMARY
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Rrosemary Collingborn and her husband Joe farm a closed herd of

100 pedigree Frieslan type cows, 60 youngstock and breed bulls
for sale. She has served on the MDC Councll, Veterinary Products
Committee, the RSPCA Council and was WFU dairy chairwoman.

66itisnowa
spring project,

which means we |

have to patch
up the old, leaky

wooden cubicles |

' recently had a very good day out at the Women in
by RABDF, AHDSB and Proenar, and its vision is
‘conpect, share, inspire’ - basically empowerment.

Although the movement has only been going a
fewyrars, the conference was packed with able dairying
| women, certainly a powerful force to be reckoned with.

! In fact, it would be hard to get 2 more powesful reomiful.

1 picked up same useful tips, not least from Minette
Batters, the second speaker. As a Wiltshice Wildlie
Trastee (WWT), Twas very interested to leam that
conservation NGOs are now putting faimess for frmens
night at the top of their agendas.

The director of the WWT's first question to Michaed
Gove recently was what was he going to do about &
better deal for Eemers in the food chain?

Minette described how a no-deal Broxit would
mean Armsageddon for farmers, as our standards
would be undermined by impoets trading at lower
woeld standards, and these imports could continise
coming in until a1 objection was sustained, witich
could be years further ca. We both agreed that exports
urgently nesded promotion.

1 also hiad a good talk with Sarah Belt from Kingshay.
Sarsh has 8 masters i animal behaviour, always a
Fascinating subject, and | quizzed her about what colour
phastic cubicles would appeal to our cows. Apparently,
cowsare afraid of yellow, Why then, 1 wonder, do they
have to have yellow eartags?

Challenging

Tt has been an extremely challenging year for every
farmer. We will not be having new cubides of any calour
Jst yet, as there has been a delay on our new cubicle
building, s0 it is now a spring peoject, which means we
have to patch up the ald, leaky wooden cubicles. Joe
had been hoping never to use them again, except on

a bonfire, 5o it is not a populac delay.

On top of that, the S00 tonnes of makze we had
booked has gone elsewhere and we are well into our
silage clamp. We seem to bave had less rain than anyooe,
and our plate meter has been registering nothing,

With feed prices going up moch Bster than milk
peices, it 5 set for a challengieg winter. Still, as Joe says,
we will survive. Hopefully.

Alfter mouths of dscussion, we have just had CCTV




Onfarm this manth: (Above)
Brinkworth Hildebeand eyeing Lp 8
plastic cow in the yard; (Below left)
COWS OUL 8t Sulunn grazng.

Farm facts

o Farm: Family 1

»» Yield:

»» S0d type: H

»Ramlall

»»Milk buyer: *

set up on the buikdlngs and farm entrances. A cow
had been put in the calving pen and we watched avidly
all the first day while she showed no signs of calving,
The next day, sbe was calving and, wiven 1 heard
iy 97-year-old mum muttering that she was bored,
Isuggested she could come 4nd watch a cow calve.
She was surprised not to have to go outside, and from
the kitchen table she was locky enough to be the frst one

1o see 3 cali bom on the new monitar, Coffes tinve and she

s able see the calf artemert to find the udder and sock.

When Joe came in for coffee, 1 told him we would be

the screen to see him give colastrnum and dip
the calf's navel, and he was heard to mutter ‘maybe this
CCTVisn't such 2 good thing'.

We will soon be selecting semen foe autima cabving
and, as usual now, most = genomic. Is genomics cut of
contral? How do we measure longevity in this csmrent
rash for the future?

All dairy farmers want their cows to hst, particulady
a5 cows are at their most productive as matare animals,
When genomic breeding can be breeding a heider out
of a héifer by a six month-ald bull to mcrease the rate of

| peneti cimprovement, how can longevity be measured?

We breed dairy bulls for our own use and for selling,

bet [ have always used the opposite approach. | select
Excellent cows that have proven themselves in the
berd over many lactations, with good type, milk yield,
milk qualiry and longevity.

We have two sets of Excellent full ststers in the herd
s thetr nénth and 10th lactations, ll by our own ball
Beindoworth Tudock VG86, His own history Is intecest-
ing & be was ordginally destined to be a veal calf, but was
just too good-ooking to go that way.

Breeding
We have more recently beed Beinkwoeth Rhys EX90and
have 30 ofhis progeny in the herd, 80% of which have
classified VG or Excellent 50 far. He was delberately
bred for high milk quality and logevity, and these are
lovely black catthe all locking the sume with near to 5%
burterfat. They are just how [ would ke modem Fries-
anstobe

To try and update curselves, we genocnically tested
our young ball Beinkworth Hildebrand, and he came out
with 2 very satisfying spring calving index (the new graz
ing measure) of 336, He gave us the greatest sarpeise,
however, when he escaped one day and decided to sesve
a life-size plastic cow that lives in our yard!



