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Do you own a SMART PHONE?? Use the QR code on the right hand side to provide you with instant access to our
website. Simply scan the QR Code with your phone and the link to the MDF website will automatically be fed into
the browser of your SMART PHONE. It’s an easy way to stay in touch with Macalister Demonstration Farm.

This newsletter is independent and prepared by MDF volunteers using MDF resources and is
not an example of Your Levy at Work.
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A Good Set of Numbers! - 2016/17 MDF Performance

With the 2016/17 season now closed, it is easy to look forward and not adequately reflect on how the farm
performed in what was a very tough year for most in the industry. The Opening Milk prices back in 2016
sent waves through the Southern Australian dairy industry, and really set a task for a farm such as the
MDF, that has had an immediate history of below par financial and physical performance.

Well, the results for the 16/17 season were really quite remarkable, and credit needs to be directed to all
involved, but particularly Mahesh and Tim, the main labour units on the farm. Production was significantly
higher, on the back of a good season, tight management, tight cost control and attention to detail in all
aspects of farm operations. Let’s run through some of the key farm physicals to start with:

Total farm milk solids sold (ex calf milk) 150,997kg MS;

Production per cow of 503kgMS based on 300 cows, or a strong 2068kgMS/ha;

Around 1kgMS/kg liveweight;

Pasture consumed of 13.3tDM/ha or 3.2tDM/cow, although this figure is not fully verified yet.
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9 Total labour input of 2.23 FTE labour units (50 hour FTE) in total, or 67,711kgMS/FTE an incredible
result in labour efficiency.

And now for the financials:

Milk price obtained for the full year of $4.66/kgMS;

Cash surplus on farm operations (no co-op income and expenses) of $34,119.

Farm Working Expenses including all labour costs of $4.60/kgMS.

Cost of production excluding inventory changes of $4.68/kgMS.

Total labour cost of $1.08/kgMS or $542/cow, with all this being paid labour (no ‘unpaid’ or

imputed labour).

9 An increase in net worth of around $50,000 being the cash surplus and some reduction in
equipment finance debt. The cash surplus goes to reducing short term bank debt.

9 Return on Assets employed of 3.12% or an EBIT or business profit of $80,237 or $267/cow.
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What these results show is that with a strong strategy, tight management, focus on growing and
consuming 13tDM/ha pasture or higher on this farm, and strong attention to detail, good results can be
obtained despite the low milk price. Yes, season helped a lot. There is no doubt that it was strong season,
with a bumpy patch in October and early November with the low sunlight and wet conditions thrown in,
but if you had to repeat it, you would.

You can see a summary of these figures compared to the budget for next season in the table below:

Item/category 2016/17 actual 2017/18 budget

Cow numbers 300 300
Production kg total MS 150,997 150,818
Milk price announced $4.66/kg $4.88/kg
Grain S/t $240/t $280/t
Grain use (t/cow) 2.33t 1.80t
Urea use (t/ha) 0.8t 0.8t
Pasture consumption (tDM/ha) 13.3tDM 14.1tDM
Herd costs $/kgMS $0.69 $0.72
Shed costs $/kgMS $0.18 $0.20
Feed costs $/kgMS $2.17 $2.23
Overhead costs $/kgMS $0.47 $0.58
Labour costs S/kgMS $1.08 $1.15
Total Farm Working Expenses ($/kgMS) $4.60 $4.88
Finance costs (principal and interest) $/kgMS $0.39 $0.39
Cash surplus $34,119 -§7016
ROA% 3.12% 2.16%




2017/18 Budget 6So What 6s Different?

With the announced milk price still tight and challenges for the season already on the horizon we will need
to be both good at what we do and flexible as the season demands.

In the new season we have allowed for an increase in the price of grain, given early indications of price
movements through late June and July. Any larger shifts in prices over the spring may see an alteration to
the strategy that has been adopted at the farm over the past two seasons, where cow numbers have
remained high through to January then gradually reduced with the sale of empty cows from the results of
the second pregnancy test in February. With a tighter season and higher input prices, the reduction in cow
numbers may take place earlier, to conserve more of the fodder that gets harvested in spring for autumn
feeding, and also to allow for less grain to be fed overall. If water allocations are tight, a new strategy will
be adopted and conveyed as the season develops.

The budget is aiming for slightly higher pasture consumed, and yet no more inputs and cow numbers to
achieve it. How? There is a planned further refinement of pasture management to ensure better results
again in spring and summer. But there is also a higher amount allowed for in the budget for pasture
renovation and improvement. We would therefore hope that these improvements continue to deliver a
better pasture base across the farm, resulting in further improvements in pasture consumed. Some of the
pastures sown to Italians and Annuals will be returned to perennials now that poor species have been
controlled, and some new pastures will enter the renovation cycle to beat the poor quality summer species
that dominate. This program will see around 20ha renovated in some form throughout the season, mostly
via a spray and drill program. Some will involve summer cropping with millet to assist in summer weed
control.

With a few years of low expenditure on repairs and maintenance, the budget has allowed for the
undertaking of some essential track repairs to the western side of the farm. This area is poorly accessed at
present and forming and resheeting will be on the agenda. There will also be the purchase of some soft-
hands for moving of silage bales, but very little to no other capital expenditure.

With replacement numbers a little light on, and a keen desire to reduce empty and carryover cows
dramatically as well as further reduce calving induction, a decision has been made to resume Al in the
maiden heifers. This will help to increase farm replacement numbers and maintain a starting number of
around 330 each season, with as few empty cows as possible making up this number. Over the past few
seasons, the strategy involved selling empties first, once their production falls below ‘economical’ levels, or
pasture growth slows. This year, they will be sold earlier, as will late calving cows, and they have been
replaced with in-calf heifers for a good change-over price. This will mean that grain and pasture will be fed
to fresh cows, and should also help to deliver the slightly higher pasture consumption we have budgeted
on for the year.

The result of the 2017/18 budget is close to breakeven, at opening MG price. We are not ‘banking’ on a
closing price for the preparation of the budget, and whilst there are a lot of risk factors ready to impact on
the budget (season, grain prices etc), we are comfortable starting the season with a close to balanced
budget whilst also allowing for increases in repairs and maintenance, a slight increase in some core costs
(labour, power etc) and further farm improvements particularly to the pasture base. Updates to the
strategy and progress on the budget performance will be provided as we go through the season.

Matt Harms

ONFARM Consulting.



Turning the Ship Around: Making Incremental Gains in MDF Herd
Fertility

Managing dairy herd fertility has been a significant challenge over the past 10-15 years driven by changing
dynamics of dairy farms, the single-focussed drive for per cow production and by the bulls offered by
semen companies, and selected by farmers. During this time of reducing fertility, there has been an
increase in incentives for farmers to produce milk through the winter thereby lessening the financial
impact of a spread calving pattern. The result of these drivers has been many farms moving from seasonal
to split calving in South Eastern Australia. In my experience, the change to split calving has resulted in
further deterioration of dairy herd fertility as many farmers felt that ‘it didn’t matter, the empty cows can
just roll over to the next calving’. This approach has led to many proactive management practices,
supporting improved fertility, being dropped. The widespread decline in dairy cow fertility and the
lessening of perceived importance of good fertility by industry presents a broad challenge.

Given the breadth of management required to improve reproduction in the face of declining dairy cow
fertility, many farmers and veterinarians working to improve fertility have lost confidence in their ability to
make a difference. For this reason and an observable shift in calving pattern over the past 10 years, there
has been a focus on improving the herd fertility at the Macalister Demonstration Farm.

The MDF Board and management has confirmed its objective to remain a seasonally calving herd in the
belief that Spring calving is good for our staff and optimizes the efficient growing and harvesting of grass.
Having a single management group also allows for good planning and implementation of yearly processes.
The Board also set a target two years ago of no inductions within four years and to do this we had to
improve herd fertility.

We are very happy with the in-calf results this year and seem to be well on track to meeting our objective.
Here’s a summary of what Mahesh and Tim have been able to achieve after the second pregnancy test:

2016-17 Season
50%
Pregnant cows are due to calve by day 20 of the calving period (24 August 17)
75%
Pregnant cows are due to calve by day 48 of the calving period (21 September 17) °
()
Pregnant cows are due to calve by day 69 (12 October 2017) 90%
- o 90%
21 day submission rate for herd (target of greater than 90%)
50%
1st service conception rate (target of greater than 55%) (above district average)
)
Cows conceived by day 23 of mating 50%
61%
6-week in-calf rate (above district average)
Cows in the herd not pregnant at the end of mating 14%
Cows identified for induction 24

So, how did they do it?
It all starts well before joining. Here’s the program:

I Optimising nutrition to ensure an average body condition score of 5 at dry off and calving;
A systematic (planned!) approach to a 3 way cross breeding plan has been in place to improve
breeding vigour. (although implementation has not always been easy);
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Improved transition management, improving energy density of the diet and thus reducing milk
fever and retained membranes;

Checking all cows for metritis before they are 30 days in milk;

Focus on heat detection — if in doubt, the cow is presented (insemination cost is low compared to
the cost of losing the cow from the herd because of inconspicuous signs of heat);

Early identification (through tail paint) and treatment (using CIDRs) of non-cycling cows. This is
done within the first 7 days of mating;

Early pregnancy testing (testing when cows are at 6-14 weeks of pregnancy) has allowed accurate
analysis of fertility performance and earlier culling of non-pregnant animals.

And it’s not over yet, we think we can do even better. Here’s how:

)l
1
1

Continuing to improve transition feeding to reach <3% milk fever cases and improve the energy
density of the diet to reduce retained membranes;

Continuing to sell any empty cows - with a longer term strategy to improve fertility, there is no
benefit in keeping any empty cows;

Using strategic trading of cows to improve the age structure and calving pattern of the herd. - the
identified 24 induction cows for this season were in 3 groups based on calving/ induction dates. All
11 of those in the later two groups and 7 older cows in the earliest group will be sold and replaced
with heifers due to calve in August. The remaining 6 will be given one more chance in the
upcoming season.

Tune up on skills/learn from others — Mahesh and Tim have just completed the InCharge Fertility
program in Maffra and have come back with some good tips.

How will we know when we’ve made it?
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No need to treat for metritis as a result of excellent transition management

Into the future we hope to have less reliance on non-cycler treatments (eg. CIDRs);
A joining period of 9 weeks;

Six week in-calf rate over 70%;

No cows to be induced;

Fewer than 10% of cows not pregnant at end of mating.

Mark Humphris
MDF Director
BSc, BVMS(Hons), MANZCVSc (Dairy Medicine) Dip HRM (Dairy)

A Letter to the Board of Murray Goulburn

At its June meeting the Board of the MDF spent quite a time discussing the difference in opening milk price
on offer between Murray Goulburn and Fonterra before making a tough decision to stay for this season

with Murray Goulburn. While the difference in income was significant between the two, with the Fonterra

offer much stronger, there were a number of other factors that finally swayed the decision, not the least

being trust. In making this decision the Board agreed to send a letter to the Board of Murray Goulburn

expressing their concerns about past practices and their hopes for the future. That letter is included below

for your interest:



MACALISTER RESEARCH FARM CO-OPERATIVE LIMITED
Registered in Victoria under the Cooperation Act (1958)

T/As MACALISTER DEMONSTRATION FARM
PO Box 87, Maffra, Victoria, 3860.
Phone: 0488 175 366
Email: mdf@wideband.net.au

MDF

Jarming for the comamunity

Mr John Spark

Chairman

Murray Goulburn Co-operative
PO Box 4307

Melbourne 3001

Dear Mr Spark

The Macalister Demonstration Farm has been a very long term supplier to Murray Goulburn and, as a
Co-operative ourselves, has defended, supported and promoted over all of those years the value and
strength that farmers have as members of their own dairy farmer cooperative. From time to time the
Board has had discussions about the merits of offers from other milk processors but every time has
taken a decision to stay with the strength of the cooperative and promoted that decision to our
shareholders and other stakeholders.

| am writing to you because the issue of who we supply our milk to was again discussed at our last Board
meeting and the decision was very tight. With a very strong offer from another milk processor on the
table, showing a difference of $100,000+ in milk income in 2017-18, and after a year of struggle at a milk
price that was barely break even, we had to look very hard at the reasons why we have always elected
to stay with Murray Goulburn. In the past it was simple — we stayed because of trust, that no matter
what, this farmer owned cooperative was doing the best it could for its farmers despite the ups and
downs. Sadly, it was this very trust that was at the centre of our discussions about whether to stay or go.

You don’t need the Board of the Macalister Demonstration Farm to tell you about the damage the past
eighteen months has done to the relationship with your suppliers, I’'m sure that message has been
received loud and clear! But if we are to move on and put this turmoil behind us, rebuilding that trust
must be at centre stage of your recovery plan. In our discussions a number of elements emerged that
need your attention:

e The path into the future is never easy to predict as markets around the world go through cycles
of boom and bust. However, no matter what the outlook we need to hear the truth — no pump
priming, no talking up, no spin. As farmer suppliers we carry all of the risk of Murray Goulburn
getting it right or getting it wrong — it’s all in the milk price. If the messages you are sending to
us are not real then we can’t manage that risk with good operational or investment decisions.
We would rather have it straight.

e You have sold the need for and benefits of Murray Goulburn’s stock market float very positively,
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world where you have to meet the expectations of two different types of shareholders with
interests that are not always the same. From our perspective at the MDF it is always more
important to have strength and consistency in the milk price than in the dividend yield of our
shares. We build our business around milk price, we make decisions around milk price, our
business thrives or fails on milk price. Any return on shares is of little consequence when making
business decisions. We want to see your focus on milk price and not on share price or yield.



In the past ten years we have had two seasons where the milk price has fallen dramatically in
the second half of the season. Both times, despite some rumblings from within the industry, the
timing and size of the step-down caught us out; both times the MDF, like all of your supplier
farms, suffered great pain as we took the hit. A step-down should never be a surprise to your
suppliers. A step-down is only justified if there are dramatic events in the marketplace, events
so big that we can see their impact coming and begin to plan ourselves. In both cases it seems
the step- down was the result of optimism that, ultimately, was shown to be unjustified. You
took risks on our behalf without warning us and. left us in it up to our necks when it all turned
sour. We believe that milk price, once it is set, should be one of the lower end risks we face in
running our dairy farm. We would rather you took a conservative approach using long horizons
at the beginning of the season when setting opening price, no matter how high or low it is. We
will then plan to produce milk at the opening price for the season and then celebrate with you
when your efforts deliver a stronger end to the season.

The Board of the Macalister Demonstration Farm made a decision to stay with Murray Goulburn for the
2017-18 season because we believe in the model of farmer-owned cooperative; we believe in the

marketing power and strength of the cooperative; we believe in us all being in this together. And while
our trust has been battered we still have enough faith that Murray Goulburn can get this right by

acknowledging its roots and to set operating parameters that have all of its farmer shareholders secure
and successful.

The Board of the Macalister Demonstration Farm is looking for clear and strong evidence that Murray
Goulburn is working with the interests of farmer suppliers core and central over the 2017-18 season.
Can you please advise us of steps that you have already taken to ensure that executive reporting is
honest and accurate and that related issues in Board governance have been rectified.

We look forward to progress in repairing relationships with suppliers when we come to review our
decision on where to send our milk in June next year.

We look forward to your best efforts.

Yours sincer

al

Neil Baker (Chairman) on behalf of the Board of the Macalister Demonstration Farm

Are You Ready fo r Changes to the Livestock Production Assurance

Program?

As a seller of animals into the Australian meat market, the MDF has to comply with the requirements of

MLA to protect Australia’s reputation as a country producing safe food.

A message received via the Victorian Farmers’ Federation alerted us to upcoming changes in the Livestock
Production Assurance (LPA) program. The text of that message is below:

Coming into effect on 1 October 2017, the changes to the Livestock Production Assurance (LPA) program
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traceability. From 1 October 2017:
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T Two new modules will become requirements of LPA accreditation: on-farm biosecurity and animal
welfare practices

I LPA-accredited producers will need to renew LPA accreditation every three years. As part of this,
producers will need to complete an assessment and pay a S60 (plus GST) fee every three years
Online learning modules will be available to help producers understand their obligations

A free electronic LPA National Vendor Declaration (LPA eNVD) will be available.
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The changes are designed to ensure Australian red meat maintains its global reputation and stays ahead of
its competitors. They will ensure our integrity system continues to meet customer expectations, and will
give producers the evidence to stand by what they sell.

What do producers need to do?

Before 1 October, LPA-accredited producers need to:

Familiarise themselves with the new biosecurity and animal welfare requirements. To do this it is
recommended producers complete the learning modules available from July to ensure their on-farm
systems meet these new program requirements.

From 1 October:

Complete the assessment and pay the S60 (plus GST) fee, when their three- yearly accreditation is due.
Producers will be contacted approximately two months before their LPA accreditation is due and given
instructions for working through the new process online. For some producers, this will not happen until
2019.

On-farm biosecurity requirements
From 1 October 2017, accredited LPA producers will need to have a Farm Biosecurity Plan to:

I Minimise the risk of introducing and spreading infectious diseases on their properties

T Manage and record the introduction and movement of livestock

I Control and record people, equipment and vehicles entering the property, where practical and
reasonable

I Control and regularly monitor livestock health on farm

1 Ensure all livestock movements between owners are accompanied by an Animal Health Statement
(or equivalent).

Those producers who have developed a Farm Biosecurity Plan as part of their approach to Johnes's Disease
(JD) management under the J-BAS program can use that Farm Biosecurity Plan to meet LPA program
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requirements will be available in July.
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J-BAS are urged to visit the Animal Health Australia website who are delivering the changes on behalf of
Cattle Council of Australia.

More information:

Website: LPA biosecurity requirements
Factsheet: LPA biosecurity requirements
A farm biosecurity plan template

Animal welfare requirements
From 1 October 2017, LPA accredited producers will need to demonstrate that their on-farm handling of
livestock is consistent with the Australian Animal Welfare Standards and Guidelines (S&Gs).

Those responsible for livestock management will need to have a copy of the S&Gs, be familiar with its
content, complete the LPA learning module (or equivalent training), and advise and oversee others handling
livestock in @ manner that is consistent with the S&Gs.

More information:

Website

Standards and Guidelines

Factsheet: LPA animal welfare requirements
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http://vff.us4.list-manage.com/track/click?u=5381a2f70092cc72dd15e5fdd&id=03b6a73418&e=a5fd5f6937
http://vff.us4.list-manage1.com/track/click?u=5381a2f70092cc72dd15e5fdd&id=153887445f&e=a5fd5f6937
http://vff.us4.list-manage1.com/track/click?u=5381a2f70092cc72dd15e5fdd&id=0db35cb75d&e=a5fd5f6937
http://vff.us4.list-manage.com/track/click?u=5381a2f70092cc72dd15e5fdd&id=aa0ffa85ed&e=a5fd5f6937
http://vff.us4.list-manage.com/track/click?u=5381a2f70092cc72dd15e5fdd&id=fb527f281b&e=a5fd5f6937
http://vff.us4.list-manage.com/track/click?u=5381a2f70092cc72dd15e5fdd&id=a97be3f91a&e=a5fd5f6937

Assessment and accreditation

From October 2017, producers will be required to renew their LPA accreditation once every three years, and
will need to complete a short assessment to do this.

New animal welfare and biosecurity learning modules will become a part of the LPA Learning from October
2017. These are available online but also in hard-copy, for those producers who can't access the LPA
learning online, at a cost of 520 plus GST.

Renewing the accreditation of the 215,000 livestock producers currently involved in LPA will be a gradual
process, with all producers expected to complete the assessment and renew their accreditation by 2020. As
previously mentioned, producers will be contacted approximately two months before their LPA accrediation
is due and given instructions for working through the new process online.

So, what does this mean for the MDF?

1. We'll have a look at farm biosecurity learning modules online and complete the learning module.

2. WEe'llfill out the Farm Biosecurity Plan Template, adapting it for our particular circumstances, and
then hold this on file.

3. WEe'll check again the Australian Animal Welfare Standards and Guidelines and complete the learning
module.

4. We'll review our current animal welfare practices and document for our staff the key elements of
the standard so that we are compliant and can show that we are compliant.

RF (Bob) Pitman Award for 201 7

The Directors of the Macalister Demonstration Farm established the RF Pitman Award in honour of Bob
Pitman, our longstanding and well respected Secretary, to recognise others within our farming community
that make an outstanding contribution to the many facets of our industry. In creating this legacy the Board
seeks to identify people who have gone above and beyond the call of duty to strive to better the lot for the
broader farming community.

The recipient of this award should have one if not all of the following attributes:

X Commitment to the betterment of the dairy industry in the Macalister Irrigation District
via one/all of the following : Production, Technology, Extension, Environmental
awareness or mentorship

x  Served on Boards or committees which support the dairy industry

X Served with integrity, humility and ultruism.

The award is open to public nomination but is ultimately decided by the present day MDF Board.

Nominations for the RF Pitman Award will open in September so watch for the Advertisement in the
Gippsland Times and on AusdairyL. For further advice you can call Neil Baker on 0488 175 366.

We look forward to hearing from you with your worthy nominations.



Become a Friend of the MDF
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Rarmony o o commary -

Yes, | want to be a Friend of the MOF!

Yes, I'm prepared to commit an annual
contributicn of $100 to the work
the MDF does!

Yes, I'll happily receive an invoice now and in
March sach year in the future to remind me!

Yes, include me on your mail-out list for
mewsletters and informiation about events
and projects {(email address prefermead}!

And, yes, | understand that Icanend
this commitment at any time by just letting
WO Koo,

MAME:

POSTAL ADDRESS:

MOBILE PHOME:

EMAIL:

Please mail to:
Macalister Demonstration Farm
PO Bow 87, MAFFRA I8E0

OR
Just email mdfiEwideband.net.au with your

details and tell us you want to be a Friend and to

s2nd you an invoice,

At the 2016 AGM in October we
launched the Friends of the MDF, a
way for you to volunteer a modest
contribution to help us establish a
secure financial base. It costs the trial
and demonstration side of the
business nearly $50,000 each year just
to open the door - farm profits have
never been able to fund anything but
the basics of the work we do. Apart
from occasional funds for specific
projects, the MDF does not receive
any money from government and has
not asked its stakeholders or
supporters for any further financial
support over those fifty five years.
The time to ask for your help has
come.

With a solid financial base the MDF
will be in a position to attract funding
partners as it launches into the next
phase of terrific work for the benefit
of our local dairy farmers. If you value
the work that has been done over the
last many years and believe, like we
do, that this asset is too valuable to
just let go (because it will never be
replaced) please consider supporting
viable and

us to create that

sustainable future.

You can send in the form or just email
that you wish to become a Friend.
Visit our website to find out more
about the MDF.

www.macalisterdemonstrationfarm.com
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