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Foreword

In March 1999, the Corporation released ‘ The New Rural Industries Financial Indicators . This report
covered eight case studies and set out a methodology, which sought to address the question — does it
make sense to get involved?

There is no one answer to that question — it depends on too many factors which are specific to the
investor and the particular enterprise, farm and region. But, as a generality, the report did provide a
useful framework for investors considering their options. It provided information on the cost profile
and possible returns. Obviously the input-output mix was based on a host of assumptions but it was a
start to the question — does it make sense to get involved?

Because of the demand for the earlier publication, the Corporation again commissioned Hassall and
Associates to widen its coverage to other ‘new industries'. In this publication, eleven enterprise
options are analysed and benchmarked against two other options — wine grapes and Treasury Bonds.
The software package that you can use to help make site-specific analyses for an actual investment is
located on our website at www.rirdc.gov.au.

This project was funded from RIRDC Core Funds which are provided by the Federal Government.

Thisreport isanew addition to RIRDC' s diverse range of over 500 research publications. Most of our
publications are available for viewing, downloading or purchasing online through our website:
« Downloads at www.rirdc.gov.au/reports/Index.htm

e Purchases at www.rirdc.gov.au/eshop

Peter Core
Managing Director
Rural Industries Research and Devel opment Corporation
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Executive Summary

This report is a stage |l investigation following on from Financial Analyses of New Rural Industries,
completed by Hassall & Associates for the Rural Industries Research & Development Corporation
(RIRDC) in November 1998 and published in March 1999. This study, Financial Analyses of New
Rural Industries Stage I, examined 11 new industries and two benchmark industries utilising a two
stage model developed for the Stage | report. The first stage of the model provides preliminary static
state analysis of financial viability. The second stage of the model is a 20 year discounted cash flow
that analyses the industries in terms of Net Present Value (NPV), Benefit-Cost Ratio (BCR), Internal
Rate of Return (IRR) and the break even year. The table below outlines the results for the thirteen
industries examined.

Industry NPV BCR IRR (%) Break Even
Point (years)
Wine Grapes $814,072 1.56 13 13
Treasury Bonds $9,596 1.13 7 20
Red Deer $673 0.97 7 20
Alpaca $357,235 1.30 12 13
Dairy Goats $258,249 141 28 6
Emu $1,216,217 1.37 27 6
Culinary Herb $892,406 157 46 4
Medicina Herb $240,723 1.25 23 7
Persimmon $12,722 0.99 8 20
Durian $2,791,349 2.46 25 11
Jojoba $858,047 1.63 16 11
Sesame $234,048 1.40 16 9
South African Proteaceae $211,861 1.08 10 17

All results are indicative of how the analysed new industries may perform in circumstances similar in
size, variety, location, farming practices and price. For individual enterprise opportunities the
parameters used in the analysis should be varied to suit the particular circumstances. This report also
addresses the issues to be considered for the third stage of the model which involves site specific
considerations for an actual investment.
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1. Introduction

1.1 Purpose

The following report is the Stage Il investigation of Financial Analysis of New Rural Industries. The
Stage | investigation was completed by Hassall & Associates in November 1998. Stage | involved the
formulation of athree part financial evaluation model and analysis of ten new rural industries. This study
builds on that work and analyses a further set of 11 new rural industries and contrasts them against two
investment benchmarks.

1.2 Background

The New Rural Industries Financia Indicators was released by RIRDC at the ABARE OUTLOOK 99
conference. Subsequent interest in both the method of analysis and the industries used as case studies has
resulted in RIRDC commissioning a second series of case studies.

In addition, it was recognised that the value of the financial indicators provided could be enhanced by
applying the analysis method developed for new industries to an established enterprise. The resultant
financial indicators would act as a benchmark for evaluations.

1.3 Study Approach
This study was divided into 5 key stages:

e Consultation with RIRDC with regard to selection of new and emerging enterprises and benchmark
enterprises to be analysed,;

» Data collection from past studies completed by both Hassall & Associates and RIRDC, industry
associations, representatives and government agencies such as NSW Agriculture;

» Analysis of the enterprises using the financial evaluation model developed in the Stage | investigation;

* Review of analyses by relevant industry authorities; and

* Provision of conclusions and discussion.

1.4 Method of Analysis

This study uses the method of analysis as developed in The New Rural Industries Financia Indicators
study. As with the first investigation, allowance in the model is made for both crop and livestock
enterprises.

The method comprises three stages. Stage One uses a static analytical framework, which facilitates data
collection and acts as a first round approval hurdle: should adverse indicators be produced in the first
stage, the second stage of analysis becomes unnecessary. Stage Two requires a more thorough set of data
and models the timing of investment in a more realistic manner. In this stage, the analysis is structured
around a horizontal cash flow layout, with annual time steps and a maximum evaluation period of 20
years. The third stage involves site specific considerations for an actua investment and this stage is
triggered by positive second round findings and an actual investorsinterest in proceeding.

An explanation of the stage three approach is provided below. In order to develop the most applicable
methodology for financial analysis, other industries were studied.



2. Methodologies Used in Other Industries

Financia evaluation methodologies used in other industries were sought from various rural and non-rural
investors for the Stage | report in 1998. This chapter reports the findings of that process for each of
research and devel opment corporations, government agencies and corporations, commercia organisations
and agribusiness.

2.1 Research and Development Corporations

Information was sought from a range of research and development corporations to include both plant and
animal products. Information was sought from Australian Wool Research and Development Corporation
(now The Woolmark Company), Grains Research and Development Corporation and Meat and Livestock
Australia (formally Meat Research Corporation and Australian Meat & Livestock Corporation).

Only Meat and Livestock Australia (MLA) prepared financial evaluations that are targeted towards
potential industry investors. MLA was at the time in the process of developing a financial analysis
spreadsheet model and guideline broadly consistent with Commonwealth Department of Finance
procedures. They utilised discounted cash flows over a 20 year analysis period with discount rates
reflected in the long term Commonwealth Government bond rate. Residual values are incorporated into
the cash flow anaysis. Both sensitivity and scenario analysis are described in procedures and risk
assessment is handled qualitatively. When finalised, the model will be made available to potential
commercial adopters of MLA research.

2.2 Government Agencies and Corporations

Rather than complete an exhaustive review of public sector agency and corporation methodologies for
completing financial evaluation, two case studies with differing perspectives were selected. The then
Commonwealth Department of Primary Industries and Energy was selected for its relevance to rural and
emerging industries and the Sydney Water Corporation was selected for its rigorous use of financial
evaluation as a capital rationing tool. Results are presented below.

2.2.1 Commonwealth Department of Primary Industries and Energy

Information on project and investment evaluation completed by the Commonwealth Department of
Primary Industries and Energy (DPIE — now Agriculture, Fisheries and Forestry Australia) was provided
by Vanessa Elwell-Gavins, former Director Plantations and Farm Forestry.

Information was provided for a DPIE program evaluation as a case study. A program evaluation does not
include a numerical analysis, but rather it relies on a series of qualitative assessments. These might
include multi criteria analysis, evaluation matrices or peer review. Evaluation factors are generated by the
godls of the program and weighted in the evaluation in terms of criteria set by both the program review
steering committee and the review contractor.

Minor reviews are completed internally by DPIE, while major reviews are externally contracted. The
review steering committee consists of the branch director, program manger and industry representatives.

Evaluations are intended for DPIE, external stakeholders and other government agencies.



2.2.2 Sydney Water Corporation

Information on internal project and investment evaluation at Sydney Water Corporation (SWC) was
provided by Coral Robinson, Senior Economist, Commercial and Economic Services.

Sydney Water has a corporate policy of conducting financial evaluations for all projects over $100,000.
The approach is standardised with written guidelines, training and compulsory use of a spreadsheet model
made available to Corporation officers completing financial evaluations. Quantitative analysisis based on
discounted cash flow, using an evaluation period of up to 30 years, and a central discount rate of 9%
reflecting weighted average cost of capital, with sensitivities at 6% and 12%. Residual vaues are
incorporated into the analysis and an analysis of capital sources, including impacts on the customer rate
base, is made.

Qualitative analysis is used by the Corporation as a shortlisting tool; that is, identification of options for
financial analysis. Both Multi Criteria Analysis and Vaue Management are employed. Criteria for
gualitative analysis are generated by stakeholders including the local community being served by the
potential project.

Financia evaluations are intended for internal decision making and resource allocation. Results are made
available to interested stakehol ders.

2.3 Agribusiness

Information on procedures employed in agribusiness for assessing the financial worth of an investment
were sought from both a successful private family company (the Buster Farming Partnership) and a listed
multinational (Clyde Agriculture, part of the Hong Kong based Swire Group).

2.3.1 Buster Farming Partnership

Information on decision criteria for investment in a new agricultural enterprise was supplied on behalf of
Buster Farming Partnership by Daniel Buster, a partner.

Buster Farming Partnership employs both quantitative and qualitative decision making techniques.
Discounted cash flow analysis is completed on a 5 year basis for annual crops and a 15 year anaysis
period for perennia species. The discount rate applied is the relevant commercial bill rate and returns
must exceed 15% before interest and taxation.

Other criteria for consideration include impact on total borrowing position and a series of benchmarks
such as a comparison of returns against their core business enterprise (cotton) and returns per megalitre of
water (the limiting resource for cotton).

Qualitative techniques include Strengths, Weaknesses, Opportunities and Threats (SWOT) Analysis and a
subjective analysis of risk. Other decision criteria include project management requirements, social costs,
level of commitment to the project’s success, partners' time requirements and whether the investment can
be incorporated into the existing farm activity. Financial evaluations are completed by the initiating
partner, their advisor or researcher. Investment decisions are made collectively by all active partners.

Analyses are completed for the capital providers (banks, financiers) and stakeholders (the partners and
their wives).

2.3.2 Clyde Agriculture

Information on decision criteria for new rural investment was supplied on behalf of Clyde Agriculture by
Tim de Mestre, who is Clyde's Commercial Manager.



Clyde Agriculture employs both quantitative and qualitative decision making techniques. Decisions are
made to invest on along term strategic basis, in response to market opportunity and, on a smaller scale, on
an as needs requirement. A discounted cash flow analysis is completed and reviewed by the financial
accountant. Capital is sourced internally. Qualitative analysis includes multi criteria analysis and
evaluation factors are identified by research and weighted by dollar importance by the managing director.
These qualitative analyses are completed by the commercial manager and the managing director, and final
say on investment is made by the managing director and board of directors.

Evaluations are intended for private internal interests.

2.4 Banking and Finance Industry

The way the banking and finance industry approaches financial evaluation of projects was canvassed
through three interviews, two with representatives of different aspects of the investment banking sector
and one with a consultant that undertakes project evaluations on behalf of clients in the industry.
Following are summaries of these interviews.

2.4.1 Bankers Trust Australia Limited, Project & Structured Finance

The project financing arm of BT evaluates projects brought to it for funding and/or underwriting. Projects
are therefore at the conceptual planning stage. The following information was provided by David
Carland, Executive Vice President and Head of Project Finance.

BT Project Finance uses a standard discounted cash flow approach to project evaluation. Thisis based on
a specific discount rate that reflects the proponent’s cost of capital or required rate of return, or
aternatively the internal rate of return is computed. The evaluation term is usually 20 years, but thisis
influenced by the length of any underlying contracts, debt payback term and other specific requirements.
The analysis is normally built around a capital profile that reflects the project parameters, and is carried
forward through taxation and financing computations to provide an evaluation of the debt or equity
position depending on the proponent’ sinterest in the project.

Thereis normally no need for qualitative evaluation as projects are already well defined by thetime BT is
involved.

Evaluations are largely produced for internal purposes, as BT is required to underwrite the project debt
and/or equity positions. Otherwise, evaluations are made available to potential investors or equity
partners.

2.4.2 Bankers Trust Australia Limited, Structured Products Group (prev.)

Paul van Bergen was previously involved in BT's Structured Products Group that evaluated projects for
R&D syndication before the tax incentives for R&D syndicates were discontinued in July 1996. He
responded to our survey generally from the point of view of this prior experience.

Evaluations are carried out according to the specific needs of the proposal, but are based on discounted
cash flow techniques incorporating sensitivity analysis. The evaluation period depends on the project
context; for example, for the life of the patent for a technology based project, or five years for computer
equipment. The discount rate is based on the project’ s debt carrying capacity.

A risk assessment matrix technique is also applied where project risk is a major concern. The project
components are unbundled into specific risks, which are then allocated in the most cost efficient manner to
third parties; for example, by forward selling. Typica risk types are ore reserve (for mining projects),
product price and environmental factors. These risks are often mitigated by involving specialist advisors,
conducting market appraisals and insisting on an environmental monitoring strategy, respectively.

The evaluations are intended for the respective R& D syndicates.



2.4.3 Invetech Operations Pty Ltd

Invetech is a Melbourne based project evaluation consultancy that services the needs of clients from large
fund managers to proponents of individual projects. Peter Pick, the Managing Director, responded to our
survey.

For its funds management clients, Invetech uses a project portfolio appraisal process that combines
discounted cash flow analysis with a more qualitative risk analysis.

The evaluation period of the DCF analysis is based on the expected lifecycle of the intellectual property
behind the project, and is usualy only 5 to 10 years. The discount rate is based on a weighted cost of
capital, with a premium added for industry (beta) risk as well as specific project risks such as technical,
market and construction risks. The perspective of the analysis depends on the need of the client, whether
debt or equity proponent.

Invetech's risk assessment methodology is based on six standard risk factors, each attributed a standard
weighting or importance. A panel comprising four to six client and Invetech personnel evaluates projects
by scoring them against each of the risk factors. This methodology can be applied iteratively, and even
used in an ongoing monitoring role.

Invetech employs a charting method to combine the parallel quantitative (DCF) and qualitative (risk
assessment) sides of the appraisal. A “foresight team” comprising senior client and Invetech officers and
selected outside specialists where appropriate has the final say on how the charted results are to be
interpreted.

2.5 Venture Capital Industry

The venture capital industry is one that evaluates a wide range of projects as its core function. Most of
these projects are innovative and, sadly, many are of dubious commercial value. Selected for our survey
were Hambro-Grantham, an Australian independent with $140 million under management, and Axiom
Funds Management, a division of Deutsche Morgan Grenfell with $18 billion under management
worldwide.

2.5.1 Hambro-Grantham Management Ltd

One of the most enduring of venture capital companies, Hambro-Grantham is well known for its thorough
and professional approach to investment evaluation. The following information on project evaluation was
provided by Guy Manson, Associate Director and Marketing Manager.

The approach to project evaluations is decided on a case by case basis according to the proposal and the
detail of its presentation to Hambro-Grantham. Wherever possible, the proponent’s own business case is
first dissected.

The following three aspects are particularly evaluated, in the following order of importance:
*  The proponent’s peoplefirst:
Track record, reference checks and commitment to the project are the most important criteria.

* Theproject’ sindustry next:
Industry growth record and potential, stability and endemic risk are considered most important.

* The business case numbers |ast:
Either have to rework the business case or more often start afresh with discounted cash flow approach.



The objective of the evaluation is to establish a value for the business or venture, often based on earnings
multiples, comparables or closest comparisons.

The evaluations are intended for internal use only, or more accurately for the directors of the various funds
managed by Hambro-Grantham.

2.5.2 Axiom Funds Management Corporation

Besides its core funds management function, Axiom operates awell respected venture capital function that
has a portfolio of $660 million. Peter Dowding, an Account Executive, responded to our survey.

Axiom uses several methodologies to evaluate new venture capital proposals, both quantitative and
gualitative.

The quantitative tools used include long-term (20 to 25 years) discounted cash flow analysis, scenario
analysis, and occasionally monte carlo simulation techniques that use a random number generator to
simulate risk events for risk-based projects. Discount rates are predicated on a benchmark rate of 10% p.a.
real plus a risk premium. Residual values are calculated several ways. for property, using cap rates (a
variation of the price/earnings multiple); for businesses, EBIT multipliers, and for resource projects,
breakup value. The initia objective of the DCF anaysis is to optimise the debt/equity ratio, and
ultimately to maximise the return on equity.

Some issues are handled qualitatively, such as the assessment of the proponents’ management capabilities.
This is largely done through extensive reference checking. Other venture capital companies are
understood to use aptitude and psychological testing for this purpose. Regular internal peer review
meetings are the fora for these qualitative decisions, sometimes necessitating the participation of outside
expertise.

An investment paper is produced on every proposal that successfully passes the internal review. An
investment committee representing the company’s board of directors has the final word on which
investments to support. Occasionally, project reviews are carried out for third parties. Recently, Axiom
reviewed the entire portfolio of a major institutional investor.

2.6 Summary Findings

The above data covers a wide range of uses and users of prospect and project evaluation techniques. In
order to focus the survey results on new rural industry needs so that the best approach, methodology and
outcome can be identified, the results were summarised in terms of the following differentiating
characteristics:

» Stage of the venture or project at which the analysisis applied (concept, feasibility or investment
stage);

* Intended “client” audience of the analysis report (interna or external);

» Main methodology used (qualitative or quantitative); and

»  Secondary methodology used (qualitative or quantitative) if any.

These characteristics are deliberately expressed somewhat simplistically in Table 2.1 below, so that any
pattern can be easily visually identified. A single-word descriptor of each evaluation approach is aso
listed for easy recognition and recall.

The most evident and relevant differentiating feature from the table below is the stage of prospect
evaluation at which each respondent group is involved. The groups are arranged in the table according to
the stage of greatest interest to them, with MLA most concerned with the first (concept) stage, followed by



Government Agencies and Agribusiness mostly interested in the second (feasibility) stage, and the
Banking and Finance and Venture Capital groups concentrating mostly on the third (investment) stage.

Successful projects normally have to pass through each of the three evaluation stages before being
implemented, or in the case of some agribusiness and government sponsored projects the first two stages
at least. Major private sector projects are the most likely to require the third stage evaluation in order to
optimise debt/equity ratios and refine tax efficiency, for instance, and for this to be meaningful a project
needs to be well defined and quantified.

A notable conclusion that can be drawn from the table below is the overwhelming preference for some
form of discounted cash flow (DCF) analysis as the quantitative methodology of choice. Even the
business case approach has a heavy reliance on DCF calculations.



Table 2.1  Summary of Findings - Methodologies Used in Other Industries

Organisation  Stage Audience Descriptor

3.1 R&D CORPORATIONS

3.1.1 | MLA |C.F E M-dcf DCF
3.2 GOVT. AGENCIES
3.2.1 | DPIE I I/E M-mca Developing
3.2.2 | Sydney Water | F, | I S-mca M-dcf Internal
3.3 AGRIBUSINESS
3.3.1 | Buster F I S-swot M-dcf Internal
3.3.2 | Clyde F I S-mca M-dcf Internal
3.4 BANKING & FINANCE
3.4.1 | BT Projects I I M-dcf DCF
3.4.2 | BT R&D F, | E M-dcf Risk
3.4.3 | Invetech I E M-risk M-dcf Portfolio
3.5 VENTURE CAPITAL
3.5.1 | Hambro-G F, | I M-people | S-bus Subjective
3.5.2 | Axiom I I S-people | M-dcf Comprehensive
KEY:
Stage: C= Conceptual Stage
F= Feasibility Stage
I = Investment Stage
Audience | = Internal audience for appraisal
E= External audience for appraisal
Qualitative Assessment = Whether used as main methodology
S= Whether used as secondary

methodology
-mca  Multi Criteria Analysis favoured
-swot  SWOT Analysis favoured
-risk Risk Analysis favoured
-people  Analysis of proponent’s people favoured

Quantitative Assessment = Whether used as main methodology
= Whether used as secondary
methodology

-dcf Discounted Cash Flow Analysis favoured
-bus Business Case Analysis favoured



3. Selection & Documentation of Preferred
Methodology

Based on a literature search conducted for Stage |, interviews with financial analysts in other industries
and Hassall & Associates experience, a recommended methodology was developed for evaluating the
financial integrity and viability of new and emerging rural enterprises.

Part of this evaluation process is aimed at ensuring that sufficient reliable information on the subject
enterprise is to hand, and part on using this information to determine the enterprise’s likelihood of
commercial viability.

3.1 Rationale

As one of RIRDC's three core areas of business, prospective and emerging rural industries need to be
handled in a coordinated and consistent fashion. RIRDC's need for financial evaluations of these
industries is seen as being an essential component in this function, as part of its mission of making
objective information available to the public to support informed investment decision making.

It is understood that there is exchange of emerging information between RIRDC and its stakeholders
during the development of new industries. RIRDC seesits role in this exchange as being able to respond
to new industry ideas and provide objective information at various junctures, so as to encourage and assist
the development process in an impartial and objective manner.

Following in Figure 3.1 is a schematic illustration of how the current information exchange process
OCCuUrs.

The body of stakeholders that RIRDC serves in this instance will include investors, banks, researchers,
academics, students, agribusiness and family farmers, all with their specific interests in the process. Each
makes its specialised contribution to the process, and one of RIRDC' s functionsis to keep abreast of these
developments and play itsrole in the process as well.

Significantly, the ultimate development and implementation of a new industry depends entirely on the
private sector stakeholders embracing the concept and interpreting it into a commercial proposition. The
acid test of the enterprise being commercially viable is the Stage Three evaluation, which brings together
the various component contributions, including an operator/farmer, the financial backing, market
contracts, and others.

A characteristic of the Stage Three evaluation is that the project is site-specific. This requires that a
location be determined and that the project be fully scoped in terms of land area and enterprise size. This
precludes RIRDC involvement in this stage of development as the Corporation’s objectivity could be
compromised if public money is considered to be directed to the benefit of a specific commercial venture.
However, feedback on Stage Three evaluations undertaken by individual and corporate investors is most
important to the Corporation in making R& D investment decisions.



Figure 3.1 Development of New Rural Industries

Prospective Rural
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Published R&D

RIRDC' s role in the process of developing new and emerging rural industries can be illustrated as shown
in Figure 3.2.

The Stage One evaluation serves two purposes:

1. To ensure that the concept’s fundamental components and criteriaarein place; and
2. Toidentify any data gaps or inadequacies.

These two objectives for Stage One, although shown separately in Figure 3.2 with different negative
outcomes, are likely to be interdependent. For instance, a prospect might require further research in order
to determine whether the fundamentals are in place, or the fundamentals might be so positive that the
absence of certain dataisirrelevant. Although afair degree of judgement is therefore still necessary to the
process, the proposed methodology can nevertheless act validly as a decision support tool to improve the
guality of these subjective decisions. Financia analysis, it should be remembered, is only a component of
this process, but an important one.

The Stage One analysis, as a preliminary screening device, needs to be simple and easy to apply; at least,
simpler and easier than the Stage Two analysis which follows. This will ensure a more economical use of
the resources of RIRDC and the stakeholder community in segregating out unattractive prospects and
identifying the need for further research of the marginal prospects.

The possible outcomes of the Stage One analysis, then, are:

S Termination of the opportunity if the fundamentals are judged to be lacking;
< ldentification of data gaps and inadequacies for further research; and
< Promotion to Stage Two evaluation.
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Figure 3.2 RIRDC New Enterprise Evaluation Process

New opportunity
identified

Stage One Evaluation:
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Terminate
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NO YES
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Stage Two Evaluation:
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NO — YES
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Investment
Decisions
PUBLISH
OUTCOME
\/

The Stage Two analysis is more straightforward, but also more comprehensive. The single objective of
the Stage Two analysis is to identify prospects that are worthy of commercial advancement. Prospects
therefore either gain a green light or are terminated. In reality, however, “terminated” prospects seldom
die. Frequently, other stakeholders will re-evaluate a prospect based on new information, advanced
technology, market shifts, changes in assumptions or sheer determination to make it commercial.
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As this is a critical decision point, the Stage Two analysis that supports it must take a wider and more
thorough view of the prospect than is appropriate in the Stage One evaluation. The financial analysis that
forms part of this stage of prospect evaluation, therefore, will likewise be more detailed and
comprehensive.

Although it is possible to set definitive threshold values above which the financial performance of a
prospect is considered acceptable, there remain other less quantifiable aspects of the evaluation process
that will require judgement to support the ultimate decision of whether the prospect has the potential to be
commercially successful. These include views on the capabilities and integrity of the proponents, for
instance, which clearly require subjective consideration, even if techniques such as psychological testing
and reference checking are used.

The possible outcomes of the Stage Two analysis are:

S Termination of the opportunity if its feasibility isjudged to be inferior; and
< Documentation of the opportunity for others to investigate for investment and implementation.

As mentioned above and confirmed in the survey of other users of financial evaluations reported in
Section 2 of this report, there is a subsequent more detailed stage of project evaluation. This Stage Three
evaluation appliesto what can generally be described as the “investment stage”.

In this level of evaluation, the proponent is generally the end investor and the investment opportunity is
generally advanced to the level of detail at which the specific site, the enterprise scope and the expected
minimum return on the investment is already established. The objective of thisthird level analysisis often
to maximise commercial return of an already proven concept by finessing such parameters as the exact
size and timing of the enterprise, the financial and tax structuring aspects, and the management
structuring.

As these parameters are unique to a specific context, they cannot usefully be explored in a generic
financial analysis methodology appropriate to RIRDC’ srole in the development process.

3.2 The Proposed Methodology

In order to meet RIRDC’ s needs for the financial analyses that belong in Stage One and Two evaluations,
Hassall & Associates developed available financial appraisal methodologies into two evaluation models
that are considered appropriate for both community and RIRDC use.

The models were constructed in Microsoft Excel 97, which is considered to be accessible to most potential
users. The model structure and computations are protected to preserve their integrity, and user input is
guided by a number of in-context instructions. A trade-off between “user-friendliness’ and structural
flexibility was sought, in the sense that a reasonable level of user capability to modify the models to suit
project specificsis assumed.

True to the concept described above and illustrated in Figure 3.2, the Stage One model is smpler and
eas er to apply than the Stage Two model, and concentrates both on ensuring the fundamentals are in place
and on identifying data gaps and inadequacies for further investigation. The Stage Two model makes use
of thisinvestigative datain more detailed cash flow analyses and thus explores the time dimension further.

In developing these financial evaluation models, it became clear that the diversity of enterprises would
pose a problem to the objective of providing a uniform appraisal format. After consideration of
alternatives, it was decided that prospects could generally be divided into two types of enterprise requiring
different templates, these being:

< Crop enterprises; and
< Livestock enterprises.
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This should provide for coverage of at least 85% of prospective new and emerging industries, based on an
analysis of the industries contained in RIRDC's 1996/97 research portfolio as a rough guide. The
enterprises that do not fit neatly into one or other of these categories can generally be described as
harvesting (seaweed, bush tucker) and processing (hemp products). The former can generaly be “shoe-
horned” into one of the two templates, while the latter requires specific analysis that is beyond the scope
of astandard template while still generally being along the same methodological lines.

Following are descriptions of the financial evaluation models developed for RIRDC use and the
methodol ogies used.

3.2.1 Stage One Analysis

The Stage One financial model uses a static analytical framework to collect and collate the data necessary
to making a determination on the concept feasibility of an enterprise. It servesin a way as a checklist of
the necessary data, but at the same time requires the user to state the source and confidence limits of each
line item of data. This makes it possible to evaluate both the existence and the quality of data as it is
assembled and placed in context.

Following is a summary of the line items included in the crop and livestock templates of the model
(Tables 3.1 and 3.2). Most of the line items are generic, and should be expanded wherever appropriate.
For instance, “maintenance” under “recurrent inputs’ might have several components, each requiring a
separate line-item calculation. Many of the items that appear to be site-specific, for example the
availability of suitable land, require the analyst to make assumptions asto what is “ suitable” and to make a
provisional estimate for same.
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Table 3.1

Checklist of Fundamentals - Crop Enterprises

Investment inputs

Field Investigations
Land

Buildings

Stock

Machinery
Establishment

Processing
Distribution
Markets
Permits, etc.
Working capital

Survey, soils, agronomic investigations; farm planning
Assumes suitable area of land; soils; topography; access
Suitable sheds, storage (if appropriate)

Seed stock

Tractor; plough; harvester; irrigation equipment, etc.
Fencing; landforming; banks; channels & drains; trellises;
access structures.

Drying; oil extraction (eg. tea-tree, jojoba); winemaking.
Packing facilities; bulk silos; bulk transporters; reefer trucks.
Established or prospective markets

Permits; licenses; industry association memberships
Normally, value of one season’s recurrent inputs

Recurrent inputs

Seed / Stock
Irrigation / water
Soil preparation
Fertilisers
Chemicals

Crop protection
Harvesting
Maintenance
Disposal
Permits, etc.

Seed; rootstock; cuttings

Irrigation if necessary

Tilling; stubble burning;

Phosphates; urea; etc.

Herbicides; pesticides;

Trellises; covers for table grapes; etc.

Crop harvesting

Fencing; banks; structures

Disposal of unused products (eg. grapeskins, grain husks)
Annual permit, licence, industry levy renewals

Primary yield
By-product yield

Unit yield of primary crop
Unit yield of each by-product

Demand

Demand value

Quantified demand
Price elasticity
Projected demand

Unit farm-gate price, or market price minus transport &
handling

Size of accessible market

Impact of new supply on market prices

Market outlook
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Table 3.2  Checklist of Fundamentals - Livestock Enterprises

Investment inputs

Field Investigations  Survey, vegetation investigations; farm planning

Land Assumes suitable area of land; fencing; soils (if grazing);
access; suitable buildings (if appropriate)

Buildings Suitable buildings, protection (if appropriate)

Stock Suitable and sufficient breeding pairs.

Machinery As required (eg. milking, feeding)

Establishment

Fencing; protection; watering; feeding; access structures;
drains & lagoons.

Processing eg. alpaca shearing, leather tanning

Distribution Packing facilities; stock transporters; reefer trucks.
Markets Established or prospective markets

Permits, etc. Permits; licenses; industry association memberships

Working capital

Normally value of one season’s recurrent inputs, but could
be more or less.

Recurrent inputs

Seed / Stock
Irrigation / water

Access to replenishment stock.
Watering; habitat for some

Soil preparation (Only for grazing)

Fertilisers (Only for grazing)

Chemicals Pesticides

Feed Silage; grains; many others

Vet Make allowance

Harvesting Shearing; milking; etc.

Maintenance Fencing; pens; structures

Disposal Disposal of unused products (eg. offal, manure, effluents)
Permits, etc. Annual permit, licence, industry levy renewals

Primary yield
By-product yield

Unit yield of primary product
Unit yield of each by-product

Demand

Demand value

Unit farm-gate price, or market price minus transport &
handling

Size of accessible market
Impact of new supply on market prices
Market outlook

Quantified demand
Price elasticity
Projected demand

The input portion of the model is divided into the four parameter sections, namely: investment inputs,
recurrent inputs, yield, and demand. Each section commences with the basic user instructions and
provides unprotected cells for the input data. Input is also sought for recording the source of the
numerical data and a subjective comment on its confidence limits.
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The analysisis predicated on a convenient unit of production selected by the user; for instance a hectare of
crop or a dry sheep equivalent (DSE) or head of livestock. The investment input is, however, more
complex as estimation of investment costs is best based on a reasonably sized enterprise, considering
machinery capacities and economies of scale. The investment inputs section, therefore, supports this by
allowing as the estimating unit the “reasonably sized enterprise” and by ultimately converting the total
annualised investment cost to a compatible unit number by dividing by the number of production units that
the reasonably sized enterprise can sustain.

The “annualisation” of the investment costs is computed on an annuity basis. The interest rate input by
the user is taken as a surrogate discount rate for this calculation. Unlike the Stage Two analysis, the static
analysisis not very sensitive to this assumption.

In the results portion, the model calculates the unit gross margin and net margin for the enterprise for a
typical steady-state year. It also computes an approximation of the enterprise’s net return on recurrent
inputs alone as well as on investment and recurrent inputs, the latter of which approximates the internal
rate of return (IRR) of the venture, computed in the Stage Two analysis. These computations are more
important for identifying the sensitivity of the enterprise’s viability to the various data categories than for
establishing its financial viability, as the preliminary nature of the static analysis might lead to spurious
results.

The sensitivity of the enterprise’s gross margin and net margin to changes in the main parameters is
automatically computed by threshold analysis, each of which triggers a descriptor of the relative
sensitivity of the enterprise’ s viability to that parameter.

This analysis of data sensitivity provides a guide to the relative importance of the various data categories
that make up the parameters, so that arational plan for data augmentation can be developed. For instance,
it would be counter-productive to spend much time and resources improving the confidence limits on the
investment cost of common machinery, if the farm-gate price or market strength have similar confidence
limits, as the viability of most enterprises is more sensitive to market demand than to investment inputs.

With this in mind, a specia “demand sensitivity” checklist has been included at the end of the “results’
section of the model, designed to provide appropriate prompts depending on the yes/no answers entered by
the user.

3.2.2 Stage Two Analysis

The Stage Two financial model assumes a more thorough set of input data, especially with respect to
implementation timing and scope. This model uses a cash flow analysis framework to more realistically
model the anticipated implementation and ongoing operation of the enterprise, especialy in the time
dimension.

Asfar as possible, the data structure used for the Stage One financia analysis (as shown in Tables 3.1 and
3.2 above) is preserved in the Stage Two model so that relevant data can be compared and contrasted
between the two. Again, the generic line items should be expanded wherever appropriate, and it is
anticipated that more detailed user computations in this regard will be appropriate.

Separate templates for crop enterprises and livestock enterprises have also been carried forward for much
the same rationale as that for the Stage One analyses.

The Stage Two model is structured around a horizontal cash flow layout, with annual time steps and a
maximum evaluation period of 20 years. The analyst needs to decide on the most appropriate evaluation
period for the enterprise, but 20 years is commonly considered to be the maximum period over which a
new enterprise can be evaluated.
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At the top of the spreadsheet is alist of user instructions, including prompts for the entry of the selected
unit of production on which the analysis is to be based, and the required real annual rate of return. This
latter input value can equally be defined as the weighted average cost of capital (WACC) of the proponent
of the enterprise. However, as the proponent is not known at Stage Two, a realistic threshold rate of
return needs to be determined for all new enterprises, given that their risk profiles are likely to be similar.

Following these instructions is a user workspace for inputting and computing physical parameters against
the annual timeframe. This spaceisfor discretionary use to model the physical attributes of the enterprise,
which are often complex during the implementation years, especially where livestock breeding programs
areinvolved. The information entered and computed in this section can be predicated on whatever units
of measure are most appropriate. Although no embedded formulae derive from data in this space, users
may want to link subsequent cash flow lines to this data.

The cash flow analysis portion of the model is the formal input section. Aswith the Stage One model, it is
based on the same four parameter types, namely: investment inputs, recurrent inputs, yield and demand,
although yield and demand are jointly expressed as revenue and an additional section for the entry for the
residual values of assetsis provided. Although it is assumed for Stage Two analysis that all data are to
hand and meet some uniform standard of confidence, space is provided to the extreme right of al cash
flow lines for recording the source and confidence limits of the numerical data.

There are many decisions the user needs to make regarding the enterprise that cannot be built into the
model. Theseinclude the following:

< Whether to purchase machinery, or contract out soil preparation, spraying and harvesting;

S Whether to breed stock within the enterprise, have females sired externally, or purchase replacement
stock asrequired; and

S Whether to sell the raw produce at the farm gate, or include in the enterprise some level of value-
adding processing such as slaughtering, tanning, oil extraction and even packaging.

The model may be used to seek the commercially optimal solution to such decision ranges, as long as the
necessary technical information is available to support such a use.

In the financial analysis results portion, the model computes such well known financial performance
indicators as net present value (NPV), internal rate of return (IRR), and benefit cost ratio (BCR). The NPV
and BCR are computed using the required rate of return that is input by the user as the discount rate. As
there is perennial debate as to which indicator is best, the model provides them all. Alongside each
indicator is an embedded comment that provides a subjective prompt on the result, according to the
following table:

Performance Condition Embedded Comment
Indicator
NPV > 10% of investment inputs  Very Favourable Outcome
0 — 10% of investment inputs  Favourable Outcome
<0 Unfavourable Outcome
IRR > 1.5 x req'd rate of return Very Favourable Outcome
1 - 1.5 xreqgd rate of return Favourable Outcome
< Req'd rate of return Unfavourable Outcome
BCR >15 Very Favourable Outcome
1-15 Favourable Outcome
<1 Unfavourable Outcome
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These prompts can be modified as RIRDC or the user seesfit.

Following the performance results is a block showing the embedded results of selected sensitivity
analyses. Theseinclude the NPV of the enterprise if the discount rate is changed to be 2 percentage points
higher and lower than that entered by the user, and the IRR with revenues, investment inputs and seasonal
recurrent inputs each adjusted by 10%. Embedded comments appropriate to the results are shown to the
right of the sensitivity results.

Next, threshold analysis results are presented, showing by how much each of the main parameter groups
needs to change, either increase or decrease, to derive an NPV of zero. Threshold analysis is useful in
assessing whether an unviable enterprise is reasonably likely to reach viability with further research and
development, or whether the change in a key assumption necessary to convert a viable enterprise to
becoming unviable is a reasonable expectation. Again, embedded comments appropriate to the results are
shown to the right of the threshold analysis results.

Finally, the breakeven point aong the time scale set out in the analysis period is computed on a
cumulative discounted basis. This means that the enterprise would likely begin to generate retained
earnings at the breakeven point, assuming equity financing. The interpretation of the breakeven point is
subjective, and perhaps has greater value for Stage Three evaluations where enterprise site and scale are
established.

3.2.3 Stage Three Analysis

A third stage of analysis is the essential part of investment decision making. Use of Stages one and two
provides a framework and indicators for the likely outcomes of a new industry investment proposal.
However, stage three however requires the establishment of site and scale and the incorporation of
confirmed data. A Stage Three analysis may also incorporate the proposed enterprise within a whole
farm plan.

Stage one and two analyses can be, and for the purposes of the analyses presented in this report have been,
completed under a number of assumptions. Assumptions can not be relied upon for the purposes of a
stage three analysis. Careful consideration must be made with regard to a number of factorsincluding:

* The target market for the produce. This could include making a decision as to whether a livestock
operation would be run to produce stud stock, or for crops, whether export quality would be produced;
and

» Type of production. In some instances it might be necessary to consider whether organic, genetically
modified or conventional production would be pursued.

Stage three requires realistic consideration of such factors and should be conducted iteratively with other
forms of appraisal necessary for investment selection.

3.3 The Broader Context of Enterprise Appraisal

The financial analysis described above is only a component, albeit an important one, of the overall process
of new and emerging enterprise appraisal appropriate to RIRDC and community needs. Other forms of
appraisal need to be considered in screening new prospects. In this section, some of the considerations
other than financial viability are identified and discussed.

2 Agronomic Analysis:
The agronomy or husbandry of the enterprise is central to its performance, and a full analysisis likely
to be the core of most prospects. The capability and reputation of the party that authored the
agronomic analysis are as important in assessing its soundness as any peer review. The agronomic
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analysisis an essential input into the financial analysis. Enterprise set up planning may be appropriate
when analyses reach stage three and the enterprise site/location is fully specified.

Market Analysis:

The demand side of the commercial equation is frequently a weak link in the financial appraisa of
new and emerging projects of al types. This is perhaps because the excitement of technological
discovery consumes most of the interest and resources available to the emerging enterprise. A
thorough and well constructed market analysis is therefore an essential ingredient for new and
emerging enterprises, especially where the enterprise depends on a weak or untested market, or,
worse, on one that currently does not exist. Where target markets are small or immature, price
elasticities must be investigated to explore the impact that the new enterprise’s product will have on
demand and prices, and both impacts are likely to be unfavourable.

As with the agronomic analysis, the capability and reputation of the market researcher in that specific
market field are essential to assessing the soundness of the market plan. The market analysisis aso
an essential input into the financial analysis and in the event of a stage three analyses would be an
important consideration for subsequent business planning.

Risk Assessment:

In our ever more competitive and litigious economy, risk plays an increasingly important role in the
prospects of new enterprises. While quantitative methodologies based on probability theory and
economic optimisation abound in the commercial marketplace, at the stage of enterprise development
in which RIRDC isinvolved, amore fundamental view of risk is more appropriate. Thisislargely due
to these methodol ogies requiring much context-specific data for meaningful results to be possible.

For the purposes of generic analysis, it should be sufficient to identify the major areas of risk to an
emerging enterprise, and then to make a subjective assessment of whether these risks impose
intolerable pressures on the enterprise. These risks might range from political change to export
market exposure, access to a scarce source for a key input such as seed, and over-reliance on unskilled
labour, among many others.

To some extent, generic risk assessment can be input into the financial analysis through the use of
probability-reduced values, where appropriate. Only once a Stage Three analysis is appropriate can
specific risks be identified and analysed to any degree of precision.

Per sonal Assessment of Proponents:

The confidence with which new and emerging enterprises can be evaluated will to some degree
depend on the personal reputation and past performance of the proponents, over and above all other
less subjective considerations.

Even an informal but systematic method of making an assessment of the personalities behind the
prospect will aid decision making relating to new ventures. A more formal checklist approach to
ensuring that all aspects of such personal assessments are recorded for consideration will further
improve the quality of decision making.

Where little or nothing is known of the proponent, for instance if the initia information is from
outside Australia, a personal assessment might not be feasible at Stage One and Two of development.
In most cases, personal assessment, such as psychological testing, is more appropriate for Stage Three
assessment, where the identity of the promoter, developer or investor is known.
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4. Enterprise Selection

In consultation with RIRDC, eleven new and emerging enterprises were chosen. The industries were
selected from among those documented in The New Rural Industries Handbook for Farmers and Investors.
The enterprises chosen reflect a desire to achieve diversity in the analysis in terms of geographical
location, livestock versus crops and the degree to which the enterprises are devel oped.

Recognition of the value of providing indicators for established industry, as benchmarks, led to the
selection of Wine Grapes and Investment Indices. Wine Grapes were chosen on the basis that the industry
is established and currently a popular investment. Investment indices were chosen as an additional
benchmark in order to link the analyses to non-primary industries. Capital Indexed Treasury Bonds were
chosen because they have a 20 year life (appropriate to a 20 year cash flow analysis) and they are easily
accessible to the general public.
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5. Presentation of Findings

Findings are presented as per Stage | investigations. Summary sheets and comment for each investigation
are included in Section 6. An annotated summary sheet to aid interpretation is attached below. The full
cash flow analyses are provided as Appendix C.

Description:
Analyst:
Date:

Prospective industry Y

Outlay required to get
into business

Key Assumptions:
Enterprise scale

100 hectares

Geographic location Annual cost of Aust.
Initial investment labour, $ 1,717,300
Typical recurrent input costs materials, $ 282,780
Key yield factors equipment, etc
Farm gate (or other) prices $ 4.00 per unit
Discount rate 7%
Inflation rate (if any) n/a Can be
Analysis period Present 20 considered
values allow as the cost
Present Value @ 7% over 20 years: for the time of.capltal
Investment inputs value of ¢ $1,790,480 minus
Recurrent inputs money : $2,170,885 inflation
Revenues $ 5,888,888
Residual values :$ 219,070
Net Present Value of Enterprise @ 7% over 20 years € $1,810,020

Ij’ a typical year only — usually
Financial Analysis Results: an optimistic result

Return on recurrent inputs
Return on investment and recurrent inputs

223%
70%

static state
static state

Internal Rate of Return

Should be greater

14%

Benefit Cost Ratio @ 7% than discount rate 1.57 Greater than
(above) one if benefits
exceed costs
Breakeven on cumulative discounted basis after 13, years

Threshold Analysis Results:

Net Present Value of Enterprise equals ZERQO when...
Yield / Prices decreases by (%)
Investment Expenditure increases by (%)

No ‘dividend’
from the

business up
to this point

31%
101%

i.e. long-term

breakeven
Major Risks to Financial Viability:

Loss of crop due to climate variations
International prices and volume of domestic supply
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6. Summary of Financial Analyses

6.1 Benchmark - Wine Grapes

Description: Wine Grapes - Chardonnay

Analyst: Hassall & Associates

Date: April 2000

Key Assumptions:
Enterprise scale 20 hectares
Geographic location Riverland South Australia
Initial investment $1,020,145
Typical recurrent input costs $ 71,550
Key yield factors a number of vine diseases can threaten yield
Farm gate (or other) prices $ 700.00 pertonne
Discount rate 7%
Inflation rate (if any) n/a
Analysis period 20 years

Present Value @ 7% over 20 years:

Investment inputs $1,008,280
Recurrent inputs $ 650,333
Revenues $2,275,224
Residual values $ 196,879
Net Present Value of Enterprise @ 7% over 20 years $ 814,072

Financial Analysis Results:

Return on recurrent inputs 340% static state
Return on investment and recurrent inputs 99% static state
Internal Rate of Return 13%
Benefit Cost Ratio @ 7% 1.56

Breakeven on cumulative discounted basis after 13 years

Threshold Analysis Results:
Net Present Value of Enterprise equals ZERO when.....

Yield / Prices decreased by 36%
Investment Expenditure  increased by 81%
Recurrent Inputs increased by 125%

Major Risks to Financial Viability:
Possible over supply of wine grapes in future years may put downward pressure on price
if new international markets for Australian wines are not established.

Chardonnay Wine grapes achieved a significant NPV and BCR of 1.56. The enterprise breaks even in
Year 13.

Dr Phillip Taylor of Primary Industries South Australia, examined this analysis and found the results to be
accurate for Chardonnay wine grape production conducted in the manner assumed.
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6.2 Benchmark — Treasury Bonds

Description:  Capital Indexed Treasury Bonds

Analyst: Hassall & Associates
Date: April 2000
Key Assumptions:
Enterprise scale 150 $1000 bonds
Geographic location Australia
Initial investment $ 150,944
Typical recurrent input costs $ 194

Key yield factors

Farm gate (or other) prices as per inflation over the term
Discount rate 6.5%

Inflation rate (if any) variable & 2.5% in long run
Analysis period 20 years

Present Value @ 6.5% over 20 years:

Investment inputs $ 141,731
Recurrent inputs $ 2,133
Revenues $ 83,524
Residual values $ 69,937
Net Present Value of Enterprise @ 6.5% over 20 years $ 9,596
Financial Analysis Results:
Return on recurrent inputs n/a static state
Return on investment and recurrent inputs n/a static state
Internal Rate of Return 7.0%
Benefit Cost Ratio @ 6.5% 1.13
Breakeven on cumulative discounted basis after 20 years
Threshold Analysis Results:
Net Present Value of Enterprise equals ZERO when.....
Yield / Prices decreased by 11%
Investment Expenditure increased by 7%
Recurrent Inputs increased by 450%

Major Risks to Financial Viability:
Capital Indexed Treasury Bonds are more profitable in periods of bouyant
inflation.
The viability of this enterprise is dependent on the discount rate and should be
chosen carefully.

The nature of Capital Indexed Treasury Bonds insures that a positive NPV would be achieved in this
analysis and also that the investment will breakeven in Year 20. Capital Index Treasury Bonds achieve an
IRR of 7% and a BCR 1.13%.

NB. 6.5% is used as the discount rate in this analysis, due to the sensitivity of the bond price to the
prevailing interest rate. 6.5% better reflects the prevailing market interest rate at the time the bond prices
were established for this analysis.

These outcomes were found to be accurate by Jonathon Rice of Grange Securities.
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6.3 Red Deer

Description: Red Deer, Velvet & Venison

Analyst: Hassall & Associates

Date: April 2000

Key Assumptions:
Enterprise scale 50 head
Geographic location Gippsland, Victoria
Initial investment $ 160,804
Typical recurrent input costs $ 7,167

Key yield factors

Farm gate (or other) prices $ 95.00 perkg Velvet
Discount rate 7%

Inflation rate (if any) n/a

Analysis period 20 years

Present Value @ 7% over 20 years:

Investment inputs $ 168,153
Recurrent inputs $ 71,267
Revenues $ 205,222
Residual values $ 28,900
Net Present Value of Enterprise @ 7% over 20 years $ 673

Financial Analysis Results:

Return on recurrent inputs 349%  static state
Return on investment and recurrent inputs 6% static state
Internal Rate of Return 7%
Benefit Cost Ratio @ 7% 0.97

Breakeven on cumulative discounted basis after 20 years

Threshold Analysis Results:
Net Present Value of Enterprise equals ZERO when.....

Yield / Prices decreased by 0%
Investment Expenditure increased by 0%
Recurrent Inputs increased by 1%

Major Risks to Financial Viability:
Red Deer viability is reliant on velvet price. The major market for
velvet is Asia, particularly Korea. Velvet prices fell to as low as $47/kg and
remained low throughout the Asian economic crisis of 1997. The price for top grade velvet
has just recovered to $120/kg, a level which is expected to be at least maintained
in the next 3-4 years. The average industry price is currently around $95/kg.
Prices prior to 1997 were around $130/kg

Financial analysis of the Red Deer production case study indicates a positive net present value of $673 and
an internal rate of return of 7%.

The results from the Red Deer production analysis were analysed by Bruce McKay of NSW Agriculture,
and Andrew Hansen, Veterinarian with Deer Expertise, Orange and found to be reasonable.
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6.4 Alpaca

Description: Alpaca - Progeny & Fibre

Analyst: Hassall & Associates

Date: April 2000

Key Assumptions:

Enterprise scale 50 breeding females
Geographic location Southern NSW

Initial investment $ 898,056

Typical recurrent input costs $ 34931

Key yield factors

Farm gate (or other) prices $25/kg fibre, various stock prices
Discount rate 7%

Inflation rate (if any) n/a

Analysis period 20 years

Present Value @ 7% over 20 years:

Investment inputs $ 902,609
Recurrent inputs $ 303,448
Revenues $ 1,530,289
Residual values $ 33,004
Net Present Value of Enterprise @ 7% over 20 years $ 357,235

Financial Analysis Results:

Return on recurrent inputs 687% static state
Return on investment and recurrent inputs 77% static state
Internal Rate of Return 12%

Benefit Cost Ratio @ 7% 1.30

Breakeven on cumulative discounted basis after 13 years

Threshold Analysis Results:
Net Present Value of Enterprise equals ZERO when.....

Yield / Prices decreased by 23%
Investment Expenditure increased by 40%
Recurrent Inputs increased by 118%

Major Risks to Financial Viability:

These results are reliant on persistent marketing and the establishment
of a good reputation in the industry. Quality bloodlines and appropriate
breeding must be used.

An Huacayu Alpaca herd of 50 breeding females, based in Southern NSW breaks even in year 13 given
appropriate marketing and bloodline selection. The Financial analysis of Alpaca production indicates a
strong NPV, an IRR of 12% and a BCR greater than 1.

Results from the Huacayu Alpaca production analysis have been analysed by Colin Langford of NSW
Agriculture and found to be reasonable.
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6.5 Dairy Goats

Description: Dairy Goats
Analyst: Hassall & Associates
Date: April 2000

Key Assumptions:

Enterprise scale 200 milking does
Geographic location Tasmania

Initial investment $ 133,675

Typical recurrent input costs $ 44,220

Key yield factors 600 litres of milk per doe per annum

Farm gate (or other) prices $ 0.70 per litre
Discount rate 7%

Inflation rate (if any) n/a

Analysis period 20 years

Present Value @ 7% over 20 years:

Investment inputs $ 184,557 (includes working capital)
Recurrent inputs $ 468,467
Revenues $ 889,897
Residual values $ 21,376
Net Present Value of Enterprise @ 7% over 20 years $ 258,249

Financial Analysis Results:

Return on recurrent inputs - Stage One 90% static state
Return on investment and recurrent inputs - Stage One 40% static state
Internal Rate of Return 28%
Benefit Cost Ratio @ 7% 1.41

Breakeven on cumulative discounted basis after 6 years

Threshold Analysis Results:
Net Present Value of Enterprise equals ZERO when.....

Yield / Prices decreased by 29.02%
Investment Expenditure increased by 139.93%
Recurrent Inputs increased by 55.13%

Major Risks to Financial Viability:
The price received per litre of milk is highly volatile and prices are expected to fall as supply
increases.
This analysis is based on basic production with minimal capital expenditure, however it
does assume the land has no existing infrastructure.

A dairy goat herd of 200 milkers based in Tasmania breaks even in year 6 given continued strong milk
prices. Thefinancia analysisindicates astrong NPV, an IRR of 28% and aBCR of 1.41.

The results from the production analysis were analysed by Arthur Stubbs of DNRE Victoria and found to
be reasonable.
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6.6 Emu

Description: Emus for meat, hides, oil and skins

Analyst: Hassall & Associates

Date: April 2000

Key Assumptions:
Enterprise scale 100 breeding pairs
Geographic location Northern NSW
Initial investment $ 316,000
Typical recurrent input costs $ 296,475
Key yield factors oil @ 7.2 kg/bird
Farm gate (or other) prices oil @%$20/kg
Discount rate 7%
Inflation rate (if any) n/a
Analysis period 20 years

Present Value @ 7% over 20 years:

Investment inputs $ 569,802 (includes working capital)
Recurrent inputs $ 2,810,568
Revenues $ 4,507,955
Residual values $ 88,631

Net Present Value of Enterprise @ 7% over 20 years $ 1,216,217

Financial Analysis Results:
Return on recurrent inputs - Stage One 66% static state
Return on investment and recurrent inputs - Stage One 42% static state
Internal Rate of Return 27%
Benefit Cost Ratio @ 7% 1.37

Breakeven on cumulative discounted basis after (years) 6

Threshold Analysis Results:

Net Present Value of Enterprise equals ZERO when.....
Yield / Prices decreased by 27%
Investment Expenditure  increased by 213%
Recurrent Inputs increased by 43%

Major Risks to Financial Viability:
Fluctuating oil and meat prices.
Quarantine issues such as those currently faced by NSW producers (avian flu).
Competition from international producers.

An emu enterprise of 100 breeding pairs in northern NSW could break even in year 6 given current high
oil prices. Thefinancial analysisindicates avery strong NPV, an IRR of 27% and aBCR of 1.37.

These results were verified by NSW growers and Peter McGuiness of RIRDC.
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6.7 Fresh culinary herb production

Description: Culinary Herb Production Dill
Analyst: Hassall & Associates
Date: April 2000

Key Assumptions:

Enterprise scale 1 hectare
Geographic location NSW

Initial investment $ 248,150

Typical recurrent input costs $ 117,035

Key yield factors Yield averaged at 27,300 kg/ha
Farm gate (or other) prices $ 0.85 per bunch
Discount rate 7%

Inflation rate (if any) n/a

Analysis period 20 years

Present Value @ 7% over 20 years:

Investment inputs $ 377,890
Recurrent inputs $1,239,870
Revenues $2,458,341
Residual values $ 51,825
Net Present Value of Enterprise @ 7% over 20 years $ 892,406

Financial Analysis Results:

Return on recurrent inputs - Stage One 98% static state
Return on investment and recurrent inputs - Stage One 55% static state
Internal Rate of Return 46%
Benefit Cost Ratio @ 7% 1.57

Breakeven on cumulative discounted basis after 4 years

Threshold Analysis Results:
Net Present Value of Enterprise equals ZERO when.....

Yield / Prices decreased by 36%
Investment Expenditure increased by 236%
Recurrent Inputs increased by 72%

Major Risks to Financial Viability:
1 hectare of Dill production is impractical and this model is for demonstration purposes
only.
This volume of fresh Dill on the market would impact on price.

A culinary herb enterprise of 1 ha based in northern NSW/southern QLD was found to break even in year
4. As noted above the production of one hectare of a single herb is impractical and does not reflect
genuine production patterns. The results of this analysis are for demonstration purposes only. The
financial analysisindicates avery strong NPV, an IRR of 46% and a BCR of 1.57.
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6.8 Medicinal Herb Production

Description: Medicinal Herb Production
Analyst: Hassall & Associates
Date: April 2000

Key Assumptions:
Enterprise scale
Geographic location
Initial investment
Typical recurrent input costs
Key yield factors
Farm gate (or other) prices
Discount rate
Inflation rate (if any)
Analysis period

Present Value @ 7% over 20 years:
Investment inputs
Recurrent inputs
Revenues
Residual values
Net Present Value of Enterprise @ 7% over 20 years

Financial Analysis Results:
Return on recurrent inputs - Stage One

Internal Rate of Return
Benefit Cost Ratio @ 7%

Breakeven on cumulative discounted basis after
Threshold Analysis Results:
Yield / Prices

Investment Expenditure
Recurrent Inputs

decreased by
increased by
increased by
Major Risks to Financial Viability:

demonstration purposes only.

Return on investment and recurrent inputs - Stage Ol

Net Present Value of Enterprise equals ZERO when....

Broad-leaf Echinacea

1 hectare
Victoria
$ 167,500
$ 65,525

Yield roots at 2000 kg/ha
$ 32.50 perkg
7%
n/a
20 years

$ 308,850 (includes working capital)
$ 694,173

$ 1,218,312
$ 25435
$ 240,723

76% static state
23% static state
23%
1.25

7 years

20%
78%
35%

1 hectare of Broad-leaf Echinacea production is impractical and this model is for

This volume of dried Echinacea on the market would impact severely on price.

A medicinal herb enterprise of 1 ha based in Victoriawas found to break even in year 7. As noted above
the production of one hectare of a single herb is impractical and does not reflect genuine production
patterns. The results of this analysis are for demonstration purposes only. The financial analysis indicates
avery strong NPV, an IRR of 23% and a BCR of 1.25.
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6.9 Persimmon

Description:  Fuyu Persimmon

Key yield factors

Farm gate (or other) prices

Major Risks to Financial Viability:
Labour contributes a large cost to the operation.

Analyst: Hassall & Associates
Date: April 2000
Key Assumptions:
Enterprise scale 2 hectares
Geographic location Southern Qld
Initial investment $ 145,005
Typical recurrent input costs $ 65,233

$ 3.00 perkg

Discount rate 7%
Inflation rate (if any) n/a
Analysis period 20 years
Present Value @ 7% over 20 years:
Investment inputs $ 313,578
Recurrent inputs $ 541,204
Revenues $ 823,145
Residual values $ 21,827
Net Present Value of Enterprise @ 7% over 20 years $ 12,722
Financial Analysis Results:
Return on recurrent inputs 54% static state
Return on investment and recurrent inputs 2% static state
Internal Rate of Return 8%
Benefit Cost Ratio @ 7% 0.99
Breakeven on cumulative discounted basis after 20 years
Threshold Analysis Results:
Net Present Value of Enterprise equals ZERO when.....
Yield / Prices decreases by (%) 2%
Investment Expenditure increases by (%) 4%
Recurrent Inputs increases by (%) 2%

Bruised/blemished fruit is downgraded receiving lower $/kg

An internal rate of return of 8% is achieved in this analysis of Persimmon. An enterprise such as this
breaks even in year 20 with a net present value of $12,722.

The analysis has been reviewed by Ben Jeffers and Jeff Patterson of the Sunshine Coast Tropical Fruits
Association and found to be consistent with persimmon production in North Queensland.
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6.10 Durian

Description:  Durian

Analyst: Hassall & Associates
Date: April 2000
Key Assumptions:
Enterprise scale 10 hectares
Geographic location North Queensland
Initial investment $ 329,368
Typical recurrent input costs $ 231,847

Key yield factors

Farm gate (or other) prices $ 7,000.00 pertonne
Discount rate 7%

Inflation rate (if any) n/a

Analysis period 20 years

Present Value @ 7% over 20 years:
Investment inputs $ 440,610
Recurrent inputs $ 1,498,532
Revenues $ 4,688,033
Residual values $ 30,030
Net Present Value of Enterprise @ 7% over 20 years $ 2,791,349

Financial Analysis Results:

Return on recurrent inputs 108% static state
Return on investment and recurrent inputs 47% static state
Internal Rate of Return 25%
Benefit Cost Ratio @ 7% 2.46

Breakeven on cumulative discounted basis after 11 years

Threshold Analysis Results:
Net Present Value of Enterprise equals ZERO when.....

Yield / Prices decreased by 60%
Investment Expenditure increased by 634%
Recurrent Inputs increased by 186%

Major Risks to Financial Viability:
The analysis is completed on the assumption that the current application
by Thailand to import fresh Durian to Australia is successfully appealed.
Jack fruit are produced in conjunction with Durian in this analysis (The 10 ha
comprises 8 ha of Durian and 2 ha of jack fruit). Jack fruit act as a wind break
and also boost cash flow in the early years. Cut Flowers, may be used as
another option which increases cash flow in early years.
In areas with lower rainfall, irrigation costs would be significantly higher.

Financial analysis of Durian production in North Queensland indicates a significant NPV, a high IRR of
25% and a BCR of 2.46.

The results from the Durian production analysis were reviewed by Alan Zappala of the Zappala Tropicals,
and found to be reasonable.
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6.11 Jojoba

Description: Jojoba

Analyst: Hassall & Associates

Date: April 2000

Key Assumptions:
Enterprise scale 20 hectares
Geographic location Nth NSW/Sth QLD
Initial investment $ 469,123
Typical recurrent input costs $ 105,980
Key yield factors
Farm gate (or other) prices $ 23.00 per kg oil
Discount rate 7%
Inflation rate (if any) n/a
Analysis period 20 years

Present Value @ 7% over 20 years:

Investment inputs $ 535,007 (includes working capital)
Recurrent inputs $ 870,577
Revenues $ 2,220,971
Residual values $ 42,659
Net Present Value of Enterprise @ 7% over 20 years $ 858,047

Financial Analysis Results:

Return on recurrent inputs - Stage One 251% static state
Return on investment and recurrent inputs - Stage One 135% static state
Internal Rate of Return 16%
Benefit Cost Ratio @ 7% 1.63

Breakeven on cumulative discounted basis after 11 years

Threshold Analysis Results:
Net Present Value of Enterprise equals ZERO when.....

Yield / Prices decreased by 39%
Investment Expenditure increased by 160%
Recurrent Inputs increased by 99%

Major Risks to Financial Viability:
Plant losses can be greater than 5% if in a frost prone area.
Levys are currently voluntary (they are included in this analysis).
Estimated costs for Irrigation and Fertiliser are higher than average.
Yield is based on irrigated production.
Industry needs to achieve critcial mass to secure markets.
The cost of machinery is based on new prices.

A jojoba plantation of 20 hectares in northern NSW/southern QLD could break even in year 11 given
current prices. Thefinancial analysisindicates a strong NPV, an IRR of 16% and a BCR greater than 1.

The results from the production analysis were verified by growers and Peter Milthorpe of NSW
Agriculture.
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6.12 Sesame

Description: Sesame Seed
Analyst: Hassall & Associates
Date: April 2000

Key Assumptions:
Enterprise scale
Geographic location
Initial investment
Typical recurrent input costs
Key yield factors

Farm gate (or other) prices
Discount rate

Inflation rate (if any)
Analysis period

Present Value @ 7% over 20 years:
Investment inputs
Recurrent inputs
Revenues
Residual values
Net Present Value of Enterprise @ 7% over 20 years

Financial Analysis Results:
Return on recurrent inputs
Return on investment and recurrent inputs
Internal Rate of Return
Benefit Cost Ratio @ 7%

Breakeven on cumulative discounted basis after
Threshold Analysis Results:

Yield / Prices decreases by (%)

Investment Expenditure increases by (%)

Recurrent Inputs increases by (%)

Major Risks to Financial Viability:

Net Present Value of Enterprise equals ZERO when.....

100 hectares
Katherine, NT
$ 263,100
$ 37,019

&

1,000.00 per tonne
7%
n/a
20 years

332,964
373,191
936,862

36,695
234,048

&Bh P BB P

170% static state
5% static state
16%

1.40

9 years

25%
70%
63%

A minimum of 3 year rotations would be necessary to ensure
yield is maintained throughout the 20 year analysis period.

Sesame seed production in the Northern Territory was found to achieve good financial performance over
the 20 year analysis. The 100 hectare enterprise breaks even in Year 9, achieves an IRR of 16% and

return of 170% on recurrent inputs.

This analysis was scrutinised by Mal Bennett of the Department of Primary Industries and Fisheries of the
Northern Territory and found to reflect the performance of the enterprises currently in operation in the

Katherine region.
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6.13 South African Proteaceae

Description: South African Proteaceae (Leucadendron)

Analyst: Hassall & Associates

Date: April 2000

Key Assumptions:
Enterprise scale 10 hectares
Geographic location Western Australia
Initial investment $ 581,160
Typical recurrent input costs $ 151,760

Key yield factors

Farm gate (or other) prices $ 2.25 per bunch
Discount rate 7%

Inflation rate (if any) n/a

Analysis period 20 years

Present Value @ 7% over 20 years:

Investment inputs $ 807,851 (includes working capital)
Recurrent inputs $ 2,076,311
Revenues $ 2,961,190
Residual values $ 134,833
Net Present Value of Enterprise @ 7% over 20 years $ 211,861

Financial Analysis Results:

Return on recurrent inputs - Stage One 73% static state
Return on investment and recurrent inputs - Stage One 41% static state
Internal Rate of Return 10%
Benefit Cost Ratio @ 7% 1.08

Breakeven on cumulative discounted basis after 17 years

Threshold Analysis Results:
Net Present Value of Enterprise equals ZERO when.....

Yield / Prices decreased by 7%
Investment Expenditure increased by 26%
Recurrent Inputs increased by 10%

Major Risks to Financial Viability:

Price risk.

Distance to markets.

The cost of freight (both domestic and international).
Soil type.

A leucadendron enterprise of 10 hectares in Western Australia breaks even in year 17 given current prices.
The financial analysisindicates amoderate NPV, an IRR of 10% and a BCR greater than 1.

The results from the production analysis were verified Mark Heap of Agriculture WA and found to be
reasonable.
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Wine Grapes

Dr Phillip Taylor PIRSA, Lenswood

Richard Hall Richard Hall Engineering, Waikerie
Bill Mitchell First National, Waikerie
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Jonathon Rice

Grange Securities

Red Deer

Lionel Campion

Key Stone Stud Blood, Y arragon

Merv Nicholas

Producer — Gippsland Victoria

Andrew Hansen

Producer — Centra Tablelands, NSW

Bruce McKay NSW Department of Agriculture, Orange
Charlie Gatt Romsey Australian Deer Services

David Walker Australian Deer Horn & Co

Alpaca

Wendy Billington Cedar House Alpaca Stud, Y ass
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Dairy Goats

Glenys Keays Victorian Dairy Goat Association

Gail Abud Dairy Goat Representative — VFF
Michael Rocca Producer — Gunns Plains, Tasmania
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Arthur Stubbs DNRE, Victoria
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Anthony Phelps Producer — NSW

Peter Thompson Producer — QLD

Rob Evans Producer - NSW
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Clarrie Beckingham
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Leigh James NSW Agriculture
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Michael & Natalie Brouwer Producers— Victoria
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Ray Collins University of Queensland, Gatton

Ben Jeffers Sunshine Coast Tropical Fruits Association
Jeff Patterson Sunshine Coast Tropical Fruits Association
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Alan Zappala Zappala Tropicals, Babinda

Shoo Siah Lambell’s Lagoon
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Jojoba

Kim & Judy Felton-Taylor

Producers — Goondiwindi, QLD

Bob Dunstone Producer — Condobolin, NSW

Daniel Buster Producer — Bourke, NSW

Peter Milthorpe NSW Agriculture
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Dawn Lewis Producer — WA
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Gillie Brown Agriculture WA
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Appendix C: Cash Flow Analyses
WINE GRAPES (STAGE 2 ONLY)
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TREASURY BONDS (STAGE 2 ONLY)
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RED DEER
Stage One (Static) Analysis
Livestock Enterprise Red Dear_Wehket & Yanison

1 Decide on an approgriste unid of produchion {eg. dry sheep equivalent; head, efc.).
Unit of production wsed Bresding famale

2 Fara ypical yaar or Seasan of production, ance the enfemnse has bien establshed, estirmate all uned cosls and revenuis
by followsng tha instructions under sach sacion below,

Invastmeant lnput

1 Decide on a reasonably sized enterprise, considanng mathinary and processing capacibes, fof instance.
Reasonable size of enlerprse &0 Vear 7

2 For the reasonably sized enlerpage, eshmate the first-4ime cost of all mwestment ilerms
Use exira lings d necessary for athar or multiple dems; for instance, diferent items of machnery,

3 Then estemate the expected useful life of esch in years.

4 Calculate the appoxsmate annuaksed cost of each, usang the embeddad formutae.

§ Mote the mfommation source of each line dem, and estimate is conSdence limis

6 Todal bioth the cost and annualised cost columns wsing thea embedded fomulae

Azsurned real interesl rate: T% pa
Liseful Life  greossbzad
Linéiz Mumbar Prce Cosl [yrs) Co#l| Sourca Confidence limits{%)
1] 1]
Land Sha 22 & 4500 99 000 20 9345 HAs LMD
Fences metres 3900 § 405 16 785 20 1491 Has w5
Heer Vs 1§ 380 3500 20 3 Haa ms
Stock Crush [ Cypticrial) 1 %4000 4 000 20 I Has ks
shace house & fnee
Stock Sneter fitaryiabnier i § 1000 1000 5 244 Haa a0
Stock Stagys 1§ 2000 2 000 i0 208 Has k8
Breerineg Hireds 80 % 400 20000 10 2B48| Haa .ms
Pasiura Est. ke 22 % TH 1718 7 38| H&s 425
“fatweting Equiprmen 1% 20 20 5 5| HiA 45
“alveting Accreditatan 1§ 200 200 20 19| Haa .45
Woaler troughs 3 £500 1,600 20 142| Ha&a w15
Bachinery mahoriko 1§89 & gE0 ] 1,056 Hia -
tradas 1 g0 400 B B HiA 4D
"Working capital Years B & 5501 35 A0 7% 2,479 basad an interest rale
TOTAL: §190 422 $19,185

T Calculate the todal mvasiment cost and tota! annualised capial cost par prodection unit usmg the embaddad formulae.
Tedal imvastrnent cost per unit: $ 3809 per  Braeding famale
Todal annualisad irvestmend cost perunic § 384 per  Breeding female

Recurrent Inputs
1 For the sebacted unét of production (eg. hectars of groedng area), estimate &l input costs
Uze exira lings i necessary for other or rultiple dems; for instance, diferent chemicals.
2 Mole the milornation sounce of each ling dem, and estimate s confdence limas,
3 Todal the cosl colurmnn using the embedded Tormula
Ciosts caloulated par Breeding femals

Linits Mo Price Cost Source  Confidence Bmils( %)
Chemicals Cryabsctin 3% 105 ERL HE&  [+i10%
PaniCLre 3% 085 255 H&& 15
Sini 3§ 0OBD 1.80 Haa, Raall]
Supplement ary
Feed dayE 150 § 025 a0 Hd& 425
Pasfure
Imiprosemient per Fia 014 s 48 B2 Ha& -I+25
‘Yabeling [per shag (inc
anassthetic) 1.32 %550 1% His |25
el Cosis general s ance 0,02 %1 00000 2000 Ha&  |-1#25
Transpor por arimel Eodd 0es § 1200 1056 Hia  -25
Baintanance genersl 002 § 1,000 20,00 Has |25
Slaugktar Lewy ckg 072 8 0B 553 His |-+
Mermberships ClaA 0.02 % 150,00 2300 Haa  [-+25
TOTAL: CARRIE] per Bresding fernale

43



il
1 For the selacted unét of production, estimata the anticipated yield for the primary product.
2 Fuor the sebacted unit of production, estimate the anticipated yield for all by-products.
Use exira lings f necessary for multiple by-products; for instance stubble, husk, degrade product

DemandRavanuas
1 For the sebacted unit of production, estimata the anticipated farmgate price for the primary crop.
2 Fuor the sebected unst of productson, estimate the anticipated farmgate prices for all by-products.

Yields estimated per: Braeding famale
Prices estimated per: Product Unil

Product Famngate
Produect  Und  Unit Yield  Prica Wcome  Source | Corfidence ks
Primary produc vahaat ki 422 | F 3500 4001 Has 35
By-product #1 vanison kg nyz % 300 92 Haa 425
By-product#l cull stock  hesd 030  %120.00 JE  HL& 420
TOTAL: §529 per  |Breeding femaks
For a typical year or season of production, ance the entemrise has been establshed
Revenue 529 par Braeding famale
Less Recument Inputs -118 par Braeding famale
= Gross Margin £ 4N pai Breeding female
= 34E5E%  retumn on recurent inpuls only
Less Investment Inpud  annualisi =364 par Braeding femala
= Met Margin § n per Braeding famale Fasourabla Dutcome

= B.2% returs on ireestment & recurmend iUl

Sensitivity Analysis:
Gross Margin = 0 whean: Fevanue is reduced by TH% Mot sensitve
Recurrent Inpuls are increased by 248%, Hal sensilve
Mat hargm = [ whan: Reavanue iz reducad by B% “Yary sansitiva
Recurent Inpuls are increasad by 26% Mot sensitve
Investment Input is ncreased by B% ary sensiive
Demand Sensitivity: Yrn Eecommaendation
I there an astablished market for the product? ¥ (Good - goto next queston)
I= this rearket readily accessibla? y (Good - go to next queston)
Will the produce volume upsel markel slabilily? ] (Good - go to nexl quesian)
Wil the praduce volume affect markat prica? n (zood - go to next quasian)
I 1he markat likely 1o strengihen wih fima? ¥ (Good - robust saludion)
Are new markets likely to emerge with timea? ¥ Irwestigate development of these markets

Sources: HEA-Hazzal & Sssocisbes
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ALPACA

Stage One (Static) Analysis
Liwestock Enterprise Ailpaca - Progary & Fiken

1 Decids on an approgaats unit of production (eg. dry shesp egumslent, hesd, st
Unit of production wsed: breading famale

2 Faratypical year or season of productiom, ance the enterprise has been established, estimate all unt costs and rewenues by follesing
1hs instructions urder gach section balow

hwwastamant [mpud
1 Decide on & reasonably sized anterprize, considening machinery and processing capacilies, for instance.
Feszonable size of enispnss 50 beeeding femeses ¥ear 11

£ Forthe reazonably =ed enlenpise, estimate the irst-bene Cosl of all imestmenl iLems
Use gxlra hnes il necessary for olbér & rmulliple kemd, for instance, different ilems of machinery.
3 Then estimale the expecied usefid §fe of each in wears.
4 Calculate the appoximate annualised cost of each, using the embedded formulae.
5 Mote the information source of aach line tem, ard estimate its corfidence limits
6 Tatal bath the cost and snnuslised cost columng wsing the embeddad Samalae

Aszumed real inlerasl rate: 7% pa
Usgefisl Life) arurussiise
Linita Mumrber Piice Cigl (yre)  dCost Source Corfidence limits(%)
Fuzdd
Imeesligations/Cansulalion i i% &0 1 500 .1 142 Hi& =25
Land FasClir 5 42 § 18510 123000 N 11E1D Hae -1
Fences s il B 258 § 5 31240 M 2954 Mk Wi
Buildings i aral Absn 1§ X 30 000 20 1038 Hae -5
Stock-sires tencd 2§ 5000 | 90000 100 12814 Hae 4
Stock-beeeding famaks rend SO0 % 12000 &00000 2| SERIG HAR  .ed
Machinery-1raikss 1§ 500 &0 1] T2 mas s
Shearing Equipment 1% &m £00 15 55| Man s
Irformialion Seminan: 1 1,000 1,000 20 4| HaE -5
Pasture Esfablishmeni Feciores az IHE' 12,136 7 2257 Ha& -0
‘Whorking capital o 2 % XEBIS 53.5_3] T 3|T"'54 based on intenesf rale
TOTAL: $938 055 £52 910
T Calculste the tolsl Fwestrment cost snd bodsl annuslised capital cost per production ueit using the smbadded formulas
Tatal investeent cosd per uni: § 18761 per  breeding famals
Total annuaksed imestmen cosl per unit: § 184 per  breeding famals
RBecument lnputs

1 Forthe selecied unit of produsction (eg. hectare of growing area), estimate all input costs.
Use pxtra lines if necessary for oiber or muliple tems: for instance, difierent chiemicals.
Z Mote the information source of @ach line tem, and astimate its confidence limits
3 Total the cost column using the embeddad fomula
Corls calculated per beeading famals

Liniia BMumrder Pice Ciosl Source | Confidence leial)
Cheenicals-Orench e Femcd 0o MAL  |b1§
Chernic alg-vatinalion e Pz 2 $0.50 1.00 HL&  |-H5
il e ezl 100,00 Hi&  |-WiS
AfA membership i e 4.00 Hi& WS
Pasture manienance Pt e 10 b 1.50™ 1800 HiE -l
Anraal Shearing costs pr i 1000 HiL 15
Mairtenance & overheads per P 24500 HAE |41
Mk ating s L] 150,00 HAA |18
TOTAL $536.30 per bweechng femals
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iehd
1 Forthe selecied urst of production, esbrmale the anticipated yield fe the peimary prodisct,
Z Faor the selecled uril of production, estrmale be srticipaled yield for all by-products.
Use gxlra lines il necessary for mulbple by-producis, for instance subble, husk, degrade produd.

Dermand Revenues
1 Faorthe selected yrit of prodction, astmate the anticipated farmgate price for the prmary crop
2 Forthe selected urit of production, estrmate the srticipated farngate prices for all by-products

Yiedits: gatenabed per kg acing Temsabs
Prices eslimaled per Froduc Unil

Product Farmgata
Product Lnit| Lieit Wiedet™ Prica Incame Source Corfidence limits|%)
Frimary product Firm kg BEE § 2500 252 Goeop +010
By-product #1 Wa= Progeey | hiead 00| § 5000 ] HLE +15
High Qusi sl higad De| §14 00 1,120 ML +5
Highest Cusl ke hiad 002 §25,000 500 HAL  +M45
By-produci #2 Femas Progery head 034 § 7000 EIEHZI Ha& #5
TOTAL: 4232  per  |beeeding female
S ehi Tor B bl feird i colcudited i naponied of i pir Bhabting el Bt
Static Analysls Sumiman:
For a typical yesr or season of producton, once the anlespnss has besn astablizhad:
Hevanus [ Y] per breading famale
Less Hecurierd Inputs 536 per breeding female
=|Grogs Margin § 3% per breeding female

= EBET 2% relwn an recurent inpuls only

Less | irwesiment Inpul anmualis -1 A58 per breeding female
= Mat kargin § 1EM per breeding female ‘Wary Favourabla Ouicome

= TEE% relum on imvestment & recurent inputs

Sensitivity Ana by
GroEs Mangin = O when: Rewgnue is reduced by i Mol sensilive
Recurment Inpuis are increased by B37% Mol sensitive
Hat targin = 0 whan: Revenuae is mduced by A% Mol sensitve:
Racumsnt Ingans am incraased by 1% Mol sensitive
Invesimant Input is mcessed by 9% Mol sansitae
Danmand Sensitivity: ¥in Eacorimendafion

15 there an aslabiabed marke for the product?
Iz this miatket readily sccessibla?

Wil the produce volume wpsel market stability?
Wil the produce volume afect market price?

Iz thie market likely 10 strengthen with tima?
Arg new markeds kely 10 pmsege with fims?

Imwestigabe demand polenlial furihes
(=o0d - 9o bs nexfd quesiion)
Investigabe market stahiliy fur hes
Check sensitmty bo income [above)
(Zond - robust solgion)

Ele suma of redignos on existing market

Do em e e =

Sowrpes HEAHesesl § Azmosles, Co-op- Apscs Fitrs Coom
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DAIRY GOATS

Stage One (Static) Analysis
Livestock Enterprise Dairy Goats Tasmania

1 Decide on an appropriate unit of production (eg. dry sheep equivalent; head; etc.).
Unit of production used:  milking doe

2 For a typical year or season of production, once the enterprise has been established, estimate all
unit costs and revenues by following the instructions under each section below.

Investment Input

1 Decide on a reasonably sized enterprise, considering machinery and processing capacities, for instance.
Reasonable size of enterp 200  milking does Year 10

2 For the reasonably sized enterprise, estimate the 668 litres of milk per doe per annum
Use extra lines if necessary for other or multiple items; for instance, different items of machinery.

3 Then estimate the expected useful life of each in years.

4 Calculate the approximate annualised cost of each, using the embedded formulae.

5 Note the information source of each line item, and estimate its confidence limits.

6 Total both the cost and annualised cost columns using the embedded formulae.

Assumed real interest rate 7% pa
Useful
Life Annualised
Units Number Price Cost (yrs) Cost Source Confidence limits
Field Investigations 1% 250 250 20 24 H&A +/-20%
Land hectares 10 $ 2,500 25,000 100 1,752 H&A +/-35%
Buildings Shed/Dairy 1 $ 30,000 30,000 30 2,418 H&A +/-35%
Stock Does 200 $ 130 26,000 20 2,454 H&A +/-35%
Bucks 8 $ 300 2,400 20 227 H&A +/-35%
Machinery bath/troughs 1 $ 40,000 40,000 15 4,392 H&A +/-35%
Establishmerfences/equip 1 $ 10,000 10,000 10 1,424 H&A +/-35%
Processing 0 0
Distribution 0 0 H&A=Hassall & Associates data
Markets 0 0
Permits, etc. 25 20 2 MB +/-35%
Other 0 0
Working capi Season 1 $ 44,220 44,220 7% 3,095 based on interest rate
TOTAL: $177,895 $15,787
7 Calculate the total investment cost and total annualised capital cost per production unit using the embedded formulae.
Total investment cost per unit: $ 889 per milking doe
Total annualised investment cost pe $ 79 per milking doe

Recurrent Inputs
1 For the selected unit of production (eg. hectare of growing area), estimate all input costs.
Use extra lines if necessary for other or multiple items; for instance, different chemicals.
2 Note the information source of each line item, and estimate its confidence limits.
3 Total the cost column using the embedded formula.
Costs calculated per: milking doe

Units  Number Price Cost Source Confidence limits

Raising doe kids 0.00

Health per doe 1$ 1250 12.50 H&A +/-35%
Feed per doe 13 80 80.00 RIRDC +/-35%
Grazing per doe 13 27.50 27.50 tractor/plant/fert H&A +/-35%
Water per doe 193 5.00 5.00 H&A +/-35%
Dairy costs per doe 1$ 2150 21.50 H&A +/-35%
Stock cartage  per doe 1% 0.68 0.68 H&A +/-35%
Maintenance per doe 19 0.42 0.42 H&A +/-35%
Wages casual 1$ 40.00 40.00 H&A +/-35%
Permits, etc. unpaid laboul 13 - 0.00 DPIF +/-35%
Other - insuri  per doe 193 33.50 33.50 herd recording/rates H&A +/-35%

TOTAL: $221  per milking doe
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Yield
1 For the selected unit of production, estimate the anticipated yield for the primary product.

2 For the selected unit of production, estimate the anticipated yield for all by-products.
Use extra lines if necessary for multiple by-products; for instance stubble, husk, degrade product.

Demand/Revenues
1 For the selected unit of production, estimate the anticipated farmgate price for the primary crop.
2 For the selected unit of production, estimate the anticipated farmgate prices for all by-products.

Yields estimated per: milking doe
Prices estimated per: Product Unit

Product Farmgate
Unit Unit  Unit Yield Price Income Source Confidence limits
Milk does litres 600 $ 0.70 420 H&A +/-35%
TOTAL: $420 per  milking doe

Static Analysis Summary:
For a typical year or season of production, once the enterprise has been established:

Revenue 420 per milking doe
Less Recurrent Inputs -221 per milking doe
= Gross Margin $ 199 per milking doe
= 90.0%  return on recurrent inputs only
Less Investment liannualise -79 per milking doe
= Net Margin $ 121 per milking doe Very Favourable Outcome

= 40.3%  return on investment & recurrent inputs

Sensitivity Analysis:

Gross Margin = 0 when: Revenue is reduced by 47% Not sensitive
Recurrent Inputs are increased by 90% Not sensitive
Net Margin = 0 when: Revenue is reduced by 29% Not sensitive
Recurrent Inputs are increased by 55% Not sensitive
Investment Input is increased by 153% Not sensitive

Demand Sensitivity: Y/N Recommendation

(Good - go to next question)

(Good - go to next question)

Investigate market stability further

Check sensitivity to income (above)
(Good - robust solution)

Investigate development of these markets

Is there an established market for the product?
Is this market readily accessible?

Will the produce volume upset market stability?
Will the produce volume affect market price?

Is the market likely to strengthen with time?
Are new markets likely to emerge with time?

‘<‘<‘<‘<‘<‘<’
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Stage One (Static) Analysis
Livesingk Enterpriss Emiss for mea, hides, ol ard sking

1 D on an appropriate unit of production (@3 dry sheap equimalant; head. atc )
Uit of production used braading par

2 Foratypical year or saason of prodiuction, once {he enfarpnes has been estabkshed, esbmate al unt
costs and revanyas by followarg The retnuchiors under pach seciion balow

Imvestment |nput

1 Drescude on a reasonably sized enlerprise. considering machinery and processing capacilies, for instance.
Reszonable size of ertepriss 100 breeding pai

£ Forthe reasonably sized enepeiss, eetimale the Ars-lire cosl of all Frecimend leme
Lize gxira lnes i necesssry for cther or rouliple Reme; for mstance, difersnt fleme of machinarny,

3 Ther pslimate the sxpected usehul I of sach in years

4 Cadculabe the approsimate anrualised cosl of each, using the embadied formulag

5 Mofe the information source of each ing tem, and astmate ts confidence limits

G Tiotal both the cost and annualised cost columnes using the embedded fommulee

Azzumed real inerest rate: 7% pa
Uleetul L anrapssised
Lints  Hurrinss Price Cost (s Cort Sourt Corddence bints

Figkd wesiigatinns 1§ 2000 PR 40 189 HES -+ 50'%
Lard Farrmi 100 § 240 24 00 100 1 B8 EFFA +. X%
Eusldings Sheds 1 § 40000 a0 oo . T 733 EFFA + 0%
Stock Figad 20 % 0 41 000 . 1] 3,776 EFFA - 20%
Ielachinen 1 § 80000 41 000 1] 6595 EFFA +- 0%
E=tablisFment Paddocks 1 § 120 000 120 000 20 11,327 EFFA +- X1%
Frocessing 1 1]
Castribudion 0 0 Hés=Hassall & Azpociales
Markalz I 0 EFF2A=Emis Farmarz Fedaration
Psrmils, alc u] 1] of Ausiraba
e 1] 1]
‘Working captz Season 1 § 296 475 296 475 e Hll?'ﬂ based on interes] rale

TOTAL: 12475 351,145

P Caculabe the tois wwestment cost and boial anmeslised capial cost per production unit using the embeddad formulas.
Total imwesiment cost par unit: § 61X per bewading pir
Total annualised insesimen cosl peeur § g1 per  bemading psir

Aecurrent Inputs
1 For the selected unil of produsction feg. hectare of growing area), eslimate all input cosis.
Ltes gxira lings il neceasary for other or rmuRipks femes, Tor instance, difersol chemicals
& Mote the informesbion source of each ine dern, and estimale g confidence limis
3 Tokal the coe coluenn using the embedded formula,
Costs calculated pee hresding pai

Urnits Murmiber Prica Cost Soapr Corfidancs bmits

Etock 1]

Waler 1]

Chsmicals doses il 1.E0 2 EFFA +- 20%
Feed per head X% 40 FED EFFA - 20%
(3radiig 1]

el il | 1.0 . EFFA +- X%
Slaughianng ket 15 § 100 1545 EFFA +i X%
Mlaréenanca annual 1% 150 =] EFFA +i X%
‘Wages 1% X0 X0 EFFA + 0%
Permils, elc 1% a.E0 O permil & EPA EFFA +- 20%
ks poreer,phone 1% L 2 EFFA +- 20%

TOTAL %2 BES et braading pai
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Weld
1 For the selected unit of production, estimate the anticipated wield for the primary product.
Z For the selected unil of production, estimale the anticipated yield for all by-products.
Lles gxirs lings il necessary for mulliple by-groduchs, for imstance stubble, busk, degrade producl

Dharin aidl T miies
1 For the ssdected unit of production, estimate the saticiated farmgate price for the primary cmp
¥ Forthe sedected unil of prodisction, estimale the andicoated fargate prices for all by-products

Yields estimated per: breeding par
Prices s=timated per. Product Limt

Product  Unit Yield Farmpate

Linit Unit a) Frice.  Incoms Sowre Confidence hmits
il kg per bird 72 1M1 % 20 2225 RIRDM 4~ 20%
el ki per brd ) 17§ 15 2086 EFFA - X%
laig shores per bl 2 ELIE 5 155 EFFA -+ X%
hidas & m par bied 05 9% ai gy EFFA +- X%
teirn kg par bird el % 3 oE WA B 4 X
adults head (18 ] . 1] EFFA -+ 20%
TOTAL: MI3¥  per  breeding pair
Hlatic Mialysis Sumimang:
For & typical year or season of production, orcs 1he enerpeize has been establshed
Revanug 494 per benading pair
Less Recumers Inputs -3 B par bermading pair
= Gross hargin P O105684 par kemading pair
=  G5.2%  mbun on ecument mpuls only
Les | Imesimeni Irg annualise 411 per EBeeeding pair
= Mde1 Mamgin § 1453 per Eweeding pesir ey Favursbde Dulcome
= MEB%  mlwn on irrsesment & moumenl rguts
Sansitivity Analysis:
Gross Margn =[] when Revenue is reduced by A0
Racurren! inputs are ncreasad by BE%
Iiet Pelargin = 0 when: Rewenue is reduced by M
Recurmeni Inpats are rcreased by 4%
Imsealrment Ingut is incessed by 2684%
Dammand Sortiving: Nin Becommendaiion
I5 thema an astabished marked for tha product? i (oo - go o nexd question)
Is this markel readily accessible? n Immsligate markel access futher
Wil the produce volume upsel maroet stabiiy? n (=0 « go 1o nexd question)
Wil the produce volume affect markel price? n (zzod - go 1o nexd question)
I% the ratkel Bkely to sirenglben wilh tima? ¥ Imesligabe access 10 eortiong markel furdher
Are new markels likely 1o emerge wilh lime? ¥ Imsesligale development of these markels
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FRESH CULINARY HERBS

Stage One (Static) Analysis
Crop Enterprise Culinary Herb Production
Dill - Annual
Decide on an appropriate unit of production (eg. hectare of growing area, sheds of 20 rows).
Unit of production used: hectare
For a typical year or season of production, once the enterprise has been established, estimate all unit costs and revenues
by following the instructions under each section below.

NSW

Investment Inputs
Decide on a reasonably sized enterprise, considering machinery and processing capacities, for instance.
Reasonable size of enterprist 1 hectare Year 1
For the reasonably sized enterprise, estimate the first-time cost of all investment items.
Use extra lines if necessary for other or multiple items; for instance, different items of machinery.
Then estimate the expected useful life of each in years.
Calculate the approximate annualised cost of each, using the embedded formulae.
Note the information source of each line item, and estimate its confidence limits.
Total both the cost and annualised cost columns using the embedded formulae.
Assumed real interest rate: 7% pa
Useful

Life annualise

Units Number Price Cost (yrs)  dcCostSource Confidence limits
Field Investigations 1 $0 0 20 0
Land per ha 2 $10,000 20,000 100 1,402 H&A +/-50%
Buildings 1 $78,000 78,000 20 7,363 H&A +/-50%
Seed stock annual cost 0 0
Machinery 1 $105,850 105,850 15 11,622 H&A +/-50%
1 $500 500 5 122 H&A +/-50%
Establishmeni per ha 1 $43,800 43,800 20 4,134 H&A +/-50%
Processing 0 0
Distribution 0 0
Markets 0 0
Permits, etc. 0 0
Other 0 0
Working capit Years 1 $117,035 117,035 7% 8,192 based on interest rate
TOTAL: $365,185 $32,835

Calculate the total investment cost and total annualised investment cost per production unit using the embedded formulae.
Total investment cost per unit: $365,185 per hectare
Total annualised investment cost per L $32,835 per hectare

Recurrent Inputs
For the selected unit of production (eg. hectare of growing area), estimate all input costs.
Use extra lines if necessary for other or multiple items; for instance, different chemicals.
Note the information source of each line item, and estimate its confidence limits.
Total the cost column using the embedded formula.
Costs calculated per: hectare

Units Amount  Price/Unit Cost Source Confidence limits

Soil preparatic 6 1 $1,500 9,000 soil prep/cult/fert  H&A +/-50%
Seed/Stock 6 2 $40 480 H&A +/-50%
Irrigation/Watt 6 1 $750 4,500 H&A +/-50%
Fertilisers 6 1 $500 3,000 H&A +/-50%
Crop protectic 6 1 $500 3,000 H&A  +/-50%
Harvesting 6 4,550 $0.90 24,570 100 g bunches H&A +/-50%
Pack/Process 6 4,550 $0.45 12,285 100 g bunches H&A +/-50%
Transport 6 1 $2,000 12,000 local market H&A +/-50%
Marketing 1 $2,500 2,500 H&A +/-50%
Permits, etc. 0

Maintenance QA 1 $15,000 15,000 H&A +/-50%
Other fuell/insur/labot 1 $30,700 30,700 season H&A +/-50%

TOTAL: $117,035 per  hectare
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Yield
For the selected unit of production, estimate the anticipated yield for the primary crop.
For the selected unit of production, estimate the anticipated yield for all by-products.
Use extra lines if necessary for multiple by-products; for instance stubble, husk, degrade product.

Demand/Revenues
For the selected unit of production, estimate the anticipated farmgate price for the primary crop.
For the selected unit of production, estimate the anticipated farmgate prices for all by-products.

Yields estimated per: hectare
Prices estimated per: $/bunch

Yield Farmgate

Crop $/bunch bunches/ha Price/lha  Income Source Confidence limits
Fresh Herbs 6 0.85 45,500 232,050 232,050 H&A +/-50%
Dried Herbs 0.0 0 0 0
TOTAL: $232,050 per hectare

FINANCIAL ANALYSIS RESULTS
Static Analysis:
For a typical year or season of production, once the enterprise has been established:

Revenue 232,050 per hectare
Less Recurrent Inputs -117,035 per hectare
= Gross Margin $115,015 per hectare
= 98.3% return on recurrent inputs only
Less Investment Inp annualis: -32,835 per hectare
= Net Margin $82,180 per hectare Very Favourable Outcome

= 54.8% return on investment & recurrent inputs

Sensitivity Analysis:

Gross Margin = 0 when: Revenue is reduced by 50% Not sensitive
Recurrent Inputs are increased by 98% Not sensitive
Net Margin = 0 when: Revenue is reduced by 35% Not sensitive
Recurrent Inputs are increased by 70% Not sensitive
Investment Inputs is increased by 250% Not sensitive

Demand Sensitivity: Y/N Recommendation

Is there an established market for the product?
Is this market readily accessible?

Will the produce volume upset market stability?
Will the produce volume affect market price?

Is the market likely to strengthen with time?
Are new markets likely to emerge with time?

(Good - go to next question)

Investigate market access further
Investigate market stability further

Check sensitivity to income (above)
Investigate access to existing market further
Investigate development of these markets

< oK 3‘<‘
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MEDICINAL HERBS

Stage One (Static) Analysis
Crap Emterprise Wiz inal Heib Production Wiclorts
Broad-leaf Echinaces (Echingced purpues)
Dwecide on an appropriabe unit of production (eg. heclane of growing anea, sheds of 20 rows).
Uil of praduciion used heclsre

For & 1ypical year or season of production, ance the enlermise has been estabished, estimale al unit costs and rewenues by
Talkzaray The inglnactioes under esch sailion balis.

Imvestment Inputs
Deesciddie or1 & regsonably sized enberprise, consadenng machingsy and processing capaciies, lor ingisnce.
Fesgonale 57 of griemnas; 1 hsctam
Forthe reasonably sizad enterprse, estimala the frst:bme cost of &l imesimant fems.
Llze giira ines if necessary for other or multiple ilems, for instance, diferent dems of machinery.
Then estimale the axpacied ueeldl lite of sach in yaars
Calcylala the approwimate annualsed cogt of gach, using the embedded fomadas
Mote the mformiation source of each bne ibem, and estimate ts confdence Gmils.
Tobal both (ke cost and annualsed cost columns wsing the smbedded farnulss

Bsirnpd nesl intenest rate: %
Useful Lfe areamsised
Unils  Mumber Price Codl I:j'IE_I Cosd Sounce Confdence limilg

Figdd Insashigah soil fasls i $a00 400 20 HOHRA  H%
Lana hecianes 1.2 2000 2 400 100 163 HEA  +020%
Buldings shedefenikshop 1 SB1030 ©1 oD 47 4570 HLS 0%
Sizeed glock i i
Mackhinary tractorfploughio: 1 SE3000 83000 10 BAET0 HAA  +HL.21%
E=tablshmeent Soil prepimy 1 §355M 35 OO 5 BiE58 H&A  H20%
Frocessing 1 5201 2 000 3 Mol HEA W 0%
Chgtrikbution i $500 E0n 3 191 HEA  +0%
IWlark els i a
Permils, #E. g 1 42 700 2 700 10 338 H&A +-20%
Chiber i 1
‘Waorking capial Faoars 1 SE5E5M BE g 7% J-EE based on interest rafe

TOTAL $£233 025 326,333

Calculaie the total mvestrem cost and bofal annuaksed mwastment cost per peoduction unil esing the embedded formulas
Total mvestmem cost per wnit 50 per hectae
Tobal anfuslised imesiment cosi per unil: 328333 per heciane

Recwment Imputs
Forthe selected unil of produclion (=g heclare of growing area), estimale all inpul costs.
Lz gxtra ines T nacegaary ior olher or mulpls ileems, for mstancs, difierend chamacalg.
Picte the infamation source of gach bng itemn, srd eetimals its confdence imils
Total the cost column using the embedded formmula
Coals caloulabed per hectam

Units Amount, Prceding Cast Source Conddance limis
Sail praparation pra planting 0& 1,90 EED HES |+
SeedSlock planisdgdanting 0.5 1,10 EED H&A [ +H-250%
Irraabaar"aler 1 520m 2 0o H&A  W25%
Farilizers compnsl 1 2000 PRI Has | +H-25%
Crop protection i §500 B0 HEd | +H25%
Hareeting 1 32500 2 5O H&A H25%
PachiPicessing 1 $0m 5 000 Has 5%
Transpord i 500 EQD HLA 5%
felarkeling 1 325m 2 EOD Has | H-25%
Fermila, 8lc. 1 = 500 H&A  W25%
Felanbaenanc intar now 1 f15m 1 E00 Hi&s  H-25%
Chhar |anic festing eic. 1) W73 a7 306 HEs | +H25%
TOTAL %65 525 per  heclare

63



ield To produce & doed aenal parts and moke
Forthe selected unil of production, estimala the anticipated yield for the pimary crop.
For the selected unil of produclion, estimale the anlicipsted yield for all by-products.
Lis= gaira Anes if necessary for mulliple by-products, for irstance slubble, fusk, degreds producl.

Demand/Revenues
For the selected unil of produclion, &stirmale the anficipated famgate price far the prman crop
For the salecied unit of production, estmale the anicipatad famngate prces for all by-products

Yields eslimabed per heclare
Prces estimaled per. 3k

Yield Farmgale

Crop $g kgha  Prcehs  Incoms Source Conddence limis
Cwied Rools § 33250 2000 85000 5000 HEA | +20%
Cried Aprial Parts % B.00 6,250 §50000 50,000 HiA | +H-20%
TOTAL $U5000  per heclars

FINARCIAL ANALYSIS RESULTS

Static Analysis:
For & iypical year or season of production, anca the enlerpeize has baan estabishad:
R eperios 115,000 per  heclam
Lezz Rapument Fguls 5525 per Railaie
= Grgss Mangin HO 4TS par. hecians
L T55% nofumn on recurrent inputs only
Less Immsiment Inpul annualisss  -28 333 per hetlae
= Mgt Margin jrafin par  hectanm Favirable Oufcome
= £ 5% ratum on iresiment & recumant nguts
Bensitivity Analysis
s Mangin = 0 whes Rz 15 reduced by 43% Hil srsitem
Racurmnt Inputs are incraasad by TE% Mol sensitiva
fet hargn = 0 when: Resgrion 9 reduced by T6% Sengilme
Recurmand Inputs are increasad by kv Ml ssrrsitma
Irwestment Inputs is increased by 5% Mol semsitne
Datmand Sensitivity: | Becommendation
Iz therm an establizhad markal for tha product? ¥ (Gond - go to nesd qusstion)
|5 thes markel readily accessite? i Imeestigate markel access further
Wil the produce volume wgrest rearkel sbakdity? ¥ Imestigate rrarkel siabdily further
Wil the praduce walume afact markat price? ¥ Chack serilidly bo incoma (aHowe)
|5 the market lkoely to strengthen with time? L} Imsestigate access to exisling marked furthes
Hre new rartkels ikely 1o emenge with lime? ¥ Iireeeztigate development of these markels
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PERSIMMON

Stage One (Static) Analysis
Crop Enterprisa Fuyu Persimrnan

1 Decide on an approprale wit af preduction (eg, heclare of growing ares, sheds of 20 rows)
Linil of production used: Hactara
2 For a typecal year or season of producton, once the enterprse has been established, estimate all unil

cofls and revenues by followang the instructions under each sechion below

Investment lnputs

1 Decide on a reasonably sized enterprise, considenng machinery and processing capacities , for instance,
Reasonable size of enlerprise; 2 Hectane units of production [above) Year 5

2 Far the raasonably sized enteprise, astimate the Srst-time cost of all ivestment fems
Llzg gxtra linas if nacessary for other or muliple itemns; for mstance, different #ems of machinary.

3 Then estimate the expected ussful life of each in years.

4 Calculate the apporimale annualized cost of each, using the ambedded forrmiulse,

9 Mote the informatn source of each line itern, and estimate its confidence limits

G Totsl both the cost and annualisad cost colurmng using the embeddad farmulas.

Azgsumed real interest rate: 7% pa
Llgeful
Lile Annualised
Linis Mumbar Price Cnsl [yrs) Cost Source Confidence limits (%)
Fiald Irreastinatios - 1 %1000 1,000 20 04 Has  «LIS
Land heciares 25 7 000 17 500 X0 16552 |Hes 428
Ereparaiion F) £1.000 2 Do X 18% Has  -mis
Buildings pebecking shad 1 §30 000 30,000 a0 2832 HEs 4D
il oo 1 §10,000 10,000 12 1259 Haa 4D
FPerzimmaon Stocl  Grated Fuyu 1,700 $10.00 17 000 20 1605 mis -8
Cirated Celley 200 £10.00 2 000 il 183 Has  -ns
Trallisang Feschare Z  §10p00.00 20,000 .1 1863 RRDC -0
Irmgadion Systemsnnection o exisin 1 900 ¥5.00 9 500 15 1043 RROC 45
pamp 1 §1)000.00 1,000 15 110 Has -8
Metting hecianes 2 %35 000.00 50 000 g BATIRROC -0 purchased in year 3
Machiniry tracior 1 230 000 30 000 10 427 Haa  -m3S
irader 1 §2 000 2000 20 162 Haa -5
pessciclend barvest kans 3 §600 1,800 15 158 Hia 43
bacider s 10 E 1] 750 il T Hes 420
refraciomeler i 2280 280 15 27 HEs  .pS
Esfablshment coveicrop () 2 8215 430 10 Bl Has MDD
Processing 1] 1]
Distribution 1] 1]
Markeis a ]
Pemrmds, ¢l 1] 1]
‘Working capitsl Yaars 2 §54 350 128 700 e 9002 based on interest rata
TOTAL: $323 930 £33 080
T Calculati the lotal ireestrend cost and fofal annualsed iresimen cosl per preduction unit ugsing 1he embedded Sormulas
Total irreestmant cost per unil FIE1 965 par Hectare
Totsl annuslized investment cost par un: $16 530 psir Hectare

Recurrent Inputs
1 Far the salected wit of production (eg. heclare of growing area), eshmate all input cosls,
Llzg gxtra linas if nacessary for odher or muliple iterns; for mstance, different chemicals.
2 Mote the information source of each line itemn, snd estirmate its confidence limits.
3 Total the cost column using the embeddad farmula,
Casis calculated per.  Hetlare
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Units Amount  Prcefnit Co=l Source Confidence limits{%)

Irngationwater ML 7 #1500 125 HEs b5
Irmgationpowear ML 7 7.0 4300 His W35
Farilizers kgs 125 3060 75 Hi&A M5
Fungicidas ires 10 3750 =] HES  |-3E
Hanezim gl
packing kg 16 500 30.80 14 A&0 His WD
Pruningfhining
|abowr fress 825 $2.00 6 GO0 HLs 0
Packaging packing trays 5000 200 10 000 HA& 1D
Electrcity OO OO 1 $100.00 100 HEA -85
Pruning snipsfshears 1 100 100 HEA -85
Maintenancea gereralirigation 1 £200 200 HEA D
Crhes 1]
TOTAL 22175 per Heclare
Yield
1 For the s=lected wit of production, estemate the aaticipated yield for the primary crop.
Z For the selected wit of production, estemate the anticipated yield for all by-products.
Llsa gxira lings if necessary for mulisple by-products, Tor inglance stubble, husk, degrade product,
Demand/Revenues
1 For the selected wit of production, estemate the anticipated farmgate pace for the grimary crog,
2 Far the selected wiil of preduction, eslsnate the anticipsted farmgale paces for all by-products
Yields estimated per  Hectare
Frices estimated par  ky
Farmgate
Crop Crop Unit  Linst Yield Frce Income
Primary crop Fuyu Parsirmmo ki 16 500 $200 49 500 H&A 10
By-prodwct 1]
TOTAL £40 500 per Hectare
FIHANCIAL ANALYSIS RESULTS
Static Analysis:
For a typscal year or season of productan, once the enterpnse has been established
Ravanus 48 500 par Hectare
Less Racument Inputs -32,175 per Hectare
= | Gross Margn 17 325 per Hectare
= E£3 8% relum on recument inpuls anly
Lass bvasirman Inpul annualksg 16 530 par Hectare
= Mat Margin 705 per Hectare Faeoursble Oulcome
= 1 6% retusm an iresiment & recurmend inpuls
Sensitivity Analysis:
Gross Margin = 0 when: Revemie is reducad by I5% Mot sensitie
Recumrent Inpuls are increased by 4% hlot sensitie
Met Kargin = 0 when Revenue is reducad by 2% “Wery sensilwve
Recurent Inpuis ame increasad by 2% ey sensilve
Investment Inpuls is increased by S “ery sensilve
Demanid Sansitivity: YiH Becommandation
Iz there an establizhad markat for the product? ¥ (Good - go to next guestion)
I= thiz marked readdy accessdle? n Investigate makel access furher
Wil the produce wolurme upsel marked stabiliy? fi (Good - go to nexl guestion)
Wil tha produce wolume afeact markel ppce? n (Gond - ga o nexl question)
Iz the marked likely to strangthan with time? n Investigate sccess to exsting market further
Are pew markets Bely to emenge with teme? ¥ Investigate devaloprment of these markets

Solrce HEA-Haspall § Azsocales
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DURIAN

Stage Dne (Static) Analysis
Crop Enterprise Durisn

1 Decide or an spgeopriale unil of production [8g. haclars of griwing ares, sheds of 20 mows).
Unit of produchon used: Hactam

Z For a typical year or season of peoduction, once the ertemprise has been estabished, esbmate all urat costs and revenues by
fodlirwang the instniclions under sach Section halirs

Bsestimant Inpuls

1 Decide on a reasonably sized enerprize, consdering machimery and processing capaciies, for instance.
Reagonabls ige ol anberpnas: 0 Heciam units of producbon [abowe)

2 Fior the reasonably sized enterpnse, esbmate the first-dime cosl of sl mwestmant dams
Uae enfira hngs f mecessary for obher or mulbpds dems, forinstance, diferent nams of machngey,

3 Then estimate the expecied useful e of each in pears.

4 Calculate the sppoormaie annualesd cost of sach using the ambadded formilas

5 Mole the mformation =ource of each line e, and estimate its confidence limils.

6 Tolal Both the cost and anmuakssd cosl columng werg he ambedded Tomalkae

Assumed real nterest rabe 7 pa
Llgerl
Life arimsiised
LUniRa  Msbar Hica Cost Cyra) Cood SoAFT A Corddence s
Land 1] 10 #1200 120,000 20 11 32T HEs D
Shad 1 $80 000 X1 00 A TES1 Has a0
Chiller 1 1000000 10,000 15 1066 HEs 10
Sie Praparation hs 10 §1 4 14,270 20 1 347 Has  Lsan
Zeafted Duran
Trags Irmex 1160 40 45 400 20 4590 Has a0
Zrafied Jiuil fress 4720 191 5,300 .|} BG5S HEs 4D
Coar Crop hs B $10 a5 20 B Hix a0
Shading fress 1,160 i3 3,364 .|} 318 Hes 4D
Preplantirg Fen hm B §E6E 40 831 20 51 Ha& |10
Preplantirg herbici (1] :] 3110 830 2 B3 HEs 4D
WD motorbike I L 00 5000 1] T12 Has -0
Trachar (FOhp) 1 50 00 £0,000 il F 19 Hes D
Trailer I £2 000 21000 1] 285 Has -0
Spal Sprayer (AN0L) 1 1 50 1,800 1 1506 Has D
Ajir Buzzen1000L) I £E 00 5,000 17 E15 Has a0
Slashar 1 4 00 4 000 i B0 HAs 4D
Traa Plarding Auger i £2000 2 000 0 1689 HE& -4
Baam Spray 1 §2 00 2,000 20 169 HEa 4D
krigation Systam I 2 00 5 000 ¥ 1] 472 HE&  -aiD
Furrg, pipas, sealablishrse 1 §26 500 26,500 20 2501 Has D
‘Working capital Yaars g A3 EE 3 21EI1:'I] 7% I‘HE based on irderess raie
TOTAL %3 BOd 255 $266 B2
T Calculale the boal inresirnen Cosl @0 1obal snnuslised imaalmen] Coel g FI:II:lulHiIIIn il uﬂil‘lg the embedded formulag.
Tolal inwastrment cost per wnt $3E0 A5 per |z e ra
Tl arwwiabasd Fwesimend Cost per unit; §26 B0 per Hectans
Facurrant ll‘ﬂ“

1 Fior the selected unit of production (eg. heclare of growing area), estimate all inpul costs.
Uga eaira ines f necessary 100 other or rulbipds dems, for ingtance, dfensnl chamcals.
2 Nole the mfarmation source of each line e, and estimate its confidence limils.
3 Tolal the cost calume using the ambsdded fomula
Costs calculaled per Hectan

Units S&mount,  PrcesfUni Cosl Source  Confidence limis(%)

Frigation cosis pa. 1 §2 0 2 000 HE & Ll

Cham:ale i WA AR i #2785 12,745 HEA (1]

Harmestingr

P kmgireg ot BT 3 Fre0 25 558 HE& i

A Freight {io Sydne per forre 34 $0 Pl HAA 510

Elashing 5 A TR E $13 L HEa -l * only years 1-5
Hulching AT A AL 1} HIAA, SN0

Wainlanancs - pera [T B 1 $200.00 200 HE& -l

Wainienance - imiga [ AL 1 §50 000 50 HAA 510

Permiis, st L1} HES il

oifigr [ HiLA =10

TOTAL 254 363 per  Hscfares
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el
1 For ks sefecied unit of peoduction, estirmsate the antagated yisld for the pimary crop.
2 For lhe selected unil of production, estimste the anbcpaled yield for all by-products
Utze exira lines f necessary for mubiple by-prodwcts; for instance siubble, husk, degrade praduc.

Demand/Revenuas
1 For fhe sefected umt of peoduction, esfimsts the anbcgated farmgate prce for the prmany crop.
2 For ik seecied unil of produciion, estimste the anbopaled farmgate prces for all by-products.

Yialds astimated per  Hectanz
Prices aslimated per Crop Lini

Farmiate
Crop Crop Unil  Ural Yield Frice  Income
Primary crop Durian ha 1276 HOO0D 102 090 Has ]
Ery-product #1 Jack frul ha | P ED 31 500 Hae 10
TOTAL: ¥13530  per  Hecsre

FINAHCIAL ANALYSIS RESULTS

Static Analysis:
For a typicsd yesr or season of production, once the enferpiss has been esiablished:
niss 133580 per Hectan
Less Recurent Inputs 54,353 per Heclam
= Gross Margin 217 per Heclare
= 105 5% retum on recurnend inpuls only
Lags Imestmant Inpanrualise -26 B&l par  Hectam
= hat Blargin 2557 parf Heictan ey Favnurable Qubcams
- 4E 3% relum on irsesirment & rscumrent inputs
Sanslihity Analysis:
Giross Margin = 0 whan: Rewanue is reduced by 82% o sansitive
Recurrerd Inguls & mceased by 1% Mot sengilive
Ided blargin = O when: Fewenuae is mduced by 3% Mod sensitve
Recurrend Inpals am ncieased by E5 % Mo sansifive
krvematment Ingaus 1= increased by 160% Mot Sanaitive
Demand Sensitivity: Recommendation

TN
Is thare an astablished markoet for the product? ¥
Is this markel readily socessible? ¥
Wil the produce volume upest marked siabilily? ]
WAl The produce solume aTect markel pace? f
Is the market likely fo sirengthien with fime? L}
Agn new markats likely 1o emenge with bma? ¥

Spacey. FEA-Haszal A Ansocialen
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(=ond = go to mexl quastion)

(Gond - go to rexl question)

(Good - go to resd question)

(Food - go Lo Fexl question)

(Zood - robus! solulion)

Investigate development of these markeis
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JOJOBA

Stage One (Static) Analysis
Crop Enterprise Jojobs Bllin MEWSTh QLD

1 Decide on an appropnstes unit of production (20, kectane of groeing amea, sheds of 20 mws)
Unil of praduction used hisciane

2 For a Lypueal pear or season of production, enie the enlempnse has been established, sabimale all unil cosls and revwenwes
by following the mstnuctions under each saction balow

Investment Inpuis

1 Decidle on & reasonably sized enleprise, consadanng machinery ard processng capaciies, for instance.
FReasonahle size of enterprise: M hectars Foar 10

2 For the reasonably sized erderprise, estimate the finst-time cost of all investmen Rems
Use exira lines if necessary for other or mulliple dems; for mstance, different ilems of machmery.

A Then estimate the sxpecied useful life of @ach in years

4 Caleulaie the approximate annualised cost of each, using the embedded formutae.

A Maote the information source of each ling lem, and astimale s confidence lmits.

6 Tolal bath (ke cost snd annualised cost calumng wsng the embeddad famnulse.

Assumad real intarast rals 7% pa
Uzadul
Lie arnusimed
Units Murmber Frice Gt [5mE) Cost Source Confdence hmils

Field Investigations 1 &2 500 2B 0 245 HES  HL0%
Land 24 £350 B.400 100 EAS HEA  #f20%
Buildings 1 £33 00 32,000 1] 2EMaHEA, |+.20%
Seed glock B lEese s

udwh:;:;:: 26 2650 ¥0s 80 063 40 B 05 HES | +0200%
Iz hinesy 1 1267000 126,700 10 18032 HEA L 0%
Establishment i 33 Rd3 72 B0 m BETF HEA | +020%
Irmigation o S4 000 20,00 15 8784 HbA | +-20%
Distribution 2,000 o 183 HEA | +-A0%
Markeds 2)00] a Te2 HEL  H-20%
Permils, etc. 1,000 a 94| HE&A & 0%
her 10,000 0 44 HEA A%
\Wiaikirg capital LETTE 1 $105,930 105 56) 7% T 419 bazed on wileres! rale

TOTAL: p AENENE] $52 526
7 Calculaie the total mvestment cost and total annualised imvesimend cosd per production unit using the embedded fomulas
Total imestrmen cost per it $26.190 e hiactans
Tolal annuaksed imestment cost per une 22 h2s per hiectare
Recurment Inpuis

1 For the selected unit of production (eg. bactars of groeeng anea), estimats all inpul costs
Use exira lings il necessary Tor other ar mulliple dems, for mslance, diferenl chemicals.
2 Mote the information source of each ling lem, and astimale s confidence lmits.
3 Tolal ihe o=t colurn usng the ernbedded famula
Ciosts calculated per hectars

Linits. Amourd Pricafinil st Source Cosfidence imils

Seed [ Slock a

Irvigation J warles 1 $E00 & HEA  +20%
Fertiligars 1 500 =11} HEA &A%
Crap protaction 1 &0 & HEA +M0%
Harsesting £ chzaning 1 £1.000 1,000 HEA | &A%
Mairdgnanca  a'had shaping 1 $150.00 150 HEs | +00%
Transport per tonne seed 20 $1.20.00 241 HiA vt 20%
Pracessing par tornie spad 20 $EO0. 0D 1.200 HES,  #0200%
Permits, etc. 1 525 24 HiA  w0%
Lewys per tonne seed 2 0 160 HEA =20%
Carmmision B% $18 400 1,104 HEA  +20%
1008 hsr casual labour 1 2650 | HES &0200%

TOTAL: $5.29  per heclas
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ield
1 For the selected unil of praduclion, estimale ihe anbeipated yield Tor (he primary enap.
2 For the selected unit of production, estimate the antcipated yisld for sl by-products
Use exira lines if neces=ary Tor muliple by-products; for inslance stubble, husk, degrade produet.

Demand Revenues
1 For the selectad unit of production, estimaie the anbicipated farmgate price for the pimary crop
2 For the salected unit of production, estimate the anbcipated farmgate prices for &l by-products.

Yieddy satenated par  hectare
Frices eslimated per: Crop Unit

Urit Yield Famigate
Crp Crop Uni tiha Pricatorme Incoms Siource Confidence mils
Cal lanmes 0.80 123,000 15400 HEA, | &%
Mleal bannss 1.20 $1E0 26 HEA | +-20%
By-product 82 1]
TOTAL: $18E16  par  kectars
FINANCIAL ANALYSIS RESULTS
Static Anahysis:
For & bypical year of =eason of production, oace the enterpnse has been exlablizhed:
Hesenue 18 E1E per hectare
Less Recument nputs -5 25 par hectars
= Gross kangr 13317 per hectare
= 251.3% | meturn on Facument inguts anly
Less breestmient Irg) anmuslis 2 B2 per heclang
= Met Mlaegin £10,591 par hactans “ary Fawourables Culcoma
= 134.9% retumn an irsestment & recurnent inpuds
Sensitivity Analysis:
Ganss Mamgin = [ whan Rievarue is reducad by T&% Mut sansitve
Recument Inpuls are increased by 251 % Mot en=tve
Met Margin = 0 when: Revenue s reduced by a1'% Mot =en=d e
Recumard Inputs e increased by A% Mot sensitive
Inwe=irend Inputs 19 increased by 407 % Mot senstve
Demand Sensitiiby: ¥IiN Eecommendabion
|5 there an established marked for ihe product? i [=ood = go 1o next guestion)
15 thig market resdily accessible? ¥ (00 - go o mest guestion)
'Will the produce wolume upset market stabality? ¥ Imvesligate markel stability furiber
il the produce wolume afect marked pce? ¥ Check sansithly 10 income (ahdove)
I the marked Bkely o strenglhen wath time? by [=ood - robust solution)
A meera ket likedy to amangs with tirme? ¥ Investigate developenenl of thess markoes

7
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SESAME

Stage One (Static) Analysis
Crop Enterprise Sezame Seed Mothem Teroey

1 Decide on an apprapriale unil of production (eg. heclare of growing area, sheds of 20 ross).
Urit of production used: Hactars

I Foratypical year or season of production, once ke emerpnas has been established, astimale all wl
costs and revermes by following the instroctions under each section belos.

Iwastmant inputs
1 Decide on & ewsonably sized enterpase, considenng machinery and procassing capsciies, Tor mstance.
Reasonalle aize of enferpigs 100 Heclare unitz of production [kdove)

2 Forthe reasonably sized erderprise, estimate the frsi-lime cosl of all invesiment derns.
Use autra lmes if necessars for other or mulbpls dems; for instance, differemt tems of machinery
3 Then sstimate the expecied usedil ife of gach in yaars
4 Calculate the apposimate annusised cos of esch, using the ambeddad formilas.
3 Hoke the wiomalion sowrce of esch line fern, and eshimals g corfidentce imits.
& Total both the cost and annualised cost columnes using ihe embedded farmulae.

Assumed real interest mate: 7% pa
Isaful
Lifé anrusised
Unils | Rumbes Prca Cosl (yrs] Cost Source Confidence limits(%)
Field Imestigalnons 1 100 100 20 9 HEa iS5
Lard 1m ¥500 &0 00 1| SFRd HEA | .h§
Harsmstannd hand:| 1 $150 000 150 00 0 21 357 peF 41 5
Tractosr2nd kand) 1 %5000 50,000 10 TS per | 48
Cudtwator (2nd hand) 1 $30,000 30,00 12 3777 DFF | .5
Combineplanten2nd hand) 1 ¥oDpoo 100,000 10 1423 DPF | -iwi5
spray pland 1 £3 000 3,000 T EAT HEA | M0
CHbezr d ]
‘Working cagital Yaars 2 379 T4 037 7% 5183 bszed on infarsst rate
TOTAL 57 137 357 203
T Calculate the 1ofal invesimient cost and total annualised isestment cost per production writ wsang the embedded formulae
Tatal investmant cost pee unit; #6711 per  Heclars
Total srmualised Festment cosl per unit $579 per  |Hectane

Becurrent Inputs
1 For the selected unit of production {sg heclare of growing anea), estmate @l inpul costs
s gxtra limas if necessary for other or mulbipds lems; for instance, diffarsed chamicals
2 Mote the mdomation soune of exch ling Bam, and sstimats s corfdence limis.
3 Tatal lhe cosl column using the embedded formula.
Costs calculaled per. | Hectare

Units Amount Pricefnt Cogd Source  Confdence limil=]%)

e ] 4.0 2.0 B3 HEA, -0
Fertlisers -HFKS ki 1o B0 B0 HE8 -
Fertiizars -Urea ki 100 £ 45 4510 Hia, -l 10
Fertiisers - MOP ki im 050 c00 HiA, k10
Traciow'agplication  hous 0.75 $17.00 124 Has, H15
Insecticidesing.

aerial application) L 1 3000 300 HE8 -H15
Harsmsting Ik 0.80 $EC O 410 Hia, 15
Header Mamisnant pa 1 &7 ED 76 HiA, bl
Gameral Maintanan pa 1 500 50 Has, e
Clean & Gradng Torne 1.0 $50 501 HEA, -0
Bags Ao 1.00 35 &0 HEa, 45
Fraight Torvie 1.00 §30 00 HEa A5
Reseanch Levy frns 1.00 5 50 HiA, 4

TOTAL 5370 per Herlam
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ekl
1 For the selected unil of prodisction, estimate the anhicipated yield foe the prirany crog.
2 Forthe selected unil of prodwction, estimate the anlicipated yield fior &l by-products.
Us# extra Iimes i necessary for muktiple by-products; for mstance sfubble, husk, degrade product

Damand Tevenues
1 For the selected unil of production, estimate the anlcipated Tamgale price foe the piimany Cg.
2 Forthe selected unil of prodwction, estimate the anlicipated farmgate prices far all by-producis

Yialds eglimated per  Hactars
Prices estimated per | Crop Lini

Farmizate
Crop Crop Unit Uit Yield Frice Income
Primary crop Sesame  lorne 1.0 1. 000 1 00 Hia, 1)
TOTAL: PO par Harctamw
FINAHCIAL ANSLYSIS RESULTS
Static Analysis:
For a typical year or season of production, once the enderpise has been established:
Fevenug 1,000 per Hatlan
Le== Recumrenl puls -370 per Heclae
= [zroes Mangr =20 per| Heclare
= 170.1% mtum on recument mputs ondy
Less Ivestrend Inpd annuslisg 579 par Harlaem
= et Mangrn £51 per Hatlan Favoumable Cicoms
e
= 5.4% metum on rmesiment & recument inputs
Sansithity Analysis:
Ginoss Margin = [whan: Reverug is reduced by B3% ol sensites
Fecurent Inputs are increased by 170% Mol sengilwe
Mat Mangin = 0 when; Reverue is reduced by 5% Viery sengitme
Recurant Inputs are increased by 14% Sansilive
Inseziment Inputs s incressed by 9% Yary senstie
Demand Sensitivity: Xin Becommendatzn
Is there an established market for the product ¥ ¥ (Zood - go to nexl question)
Is this market resdify accassibla? ¥ (Good - go bo nesd question)
Wil the produce voluma upsel market stabiliy? n (Gond - o bo mexd question)
Wl the produce volume affect markel prcet fi (F00d - go Do el question)
Is the markel likely to strengiben with time? ¥ {zood - robus=t saludion)
Airp rew markets likely o ememge with fime? ¥ Invesfigate development of these markets

Sopce DFF:Dept of Prmery Indusinies and Fisheres HLE Hasead & bxrooshes
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SOUTH AFRICAN PROTEACEAE

Stage One (Static) Analysis
Crop Enferpiise Souilh Kiican Proles: ese (e dendne) Wedlein Ausiraha
Species - SEian, Flondurn, Fias, Leunsaium, M
1 Diecide on @n appropeiale unit of production [eg heclam of growing area, sheds of 20 roes)
Linit of prosuction usad: hactans
# For a typical year or sesson of production, ance ihe enerpizse has been established, eslimale all urit
cosls and revenues by following the instruclions under erach section below

Ivwastiment Inputs

1 Decide on & reasonably aized erterpnse, considency machinesy and processing capaciies, Tor inslance.
Reasorable size of enlerpnse: 10 heclares e 7

2 For it reasonably sized enderpise, estimaie the fest<lime cost of all irvesiment ems
Liza euira lines i necessary for other or multiple ilems; for instance, differsnt teme of machinary

3 Then extimate the pepacted usedul 1t of each n pesms,

4 Calculale ibe spprommales armualised cost of sach, wng the embedded fomulae.

5 Mote the informalon source of each hne dem, and esbrmale ils corfidence imils.

6 Total bath the cost and annualised cost columns using the embedded formulae

Azpumad resl indarasl rate: 7% pa
Usaduil Life srnapsisesd
Uinils| Pambs Frice Cost I:_I|'r3] Cost Source Conbdance lemils
Field Investigatians 1 2000 2000 2 189 HEA 40.25%
Land 12 F15 000 1E0 000 100 12B16/HAL  +.245%
Buidirgs 1 475 J5 000 a B44 HES  +125%
Sapd stock plamtstabour] 20 000 $3.00 0,000 10 BS43 HEA  +25%
Machinery 1 100 0] 100,000 10 14738 HEA  4L25%
Establishrment 1ellerweedmal 10 ¥ 0 73500 a ESFE HEA  +025% weed mals unusual
1oals 1 ¥ a0 B &0 2 B4 HAA  HL25%
plarging costs 10 HO 4,000 0 STOHER  +-25%
&% replant 1,000 §3.00 3,000 10 127 HEA  +-25%
Parmils, elc. u] 1]
Oiker conkingenciss 10 800 &.000 =] B2 HIA  w25%
Working capital fears 1 £311 7&0 F1.7ED T% 21 323 based an imlerest raie
TOTAL $821,160 §72.350
T Calculale e potal iesiment cosl snd 1olsl ancualzed esesiment oozl [oer |:|r|'.'lﬂul'."|.|'.'l'l ural =g Ihie embedded Tomnulae.
Tetal invesiment cost per unit: 2116 per hectare
Total annualised immstment cost per ure ¥ 240 per hectars

Recirrant Inpiss
1 For ibe selecied unil of production [eg. beciae of grosing anea), estimate sl egul costs.
Ulge muira lines  necessary for athier or multiple ilems, for instance, differsm chemicals.
2 Mote tha irformation source of each ine dem, and estmate its corfidence imids
A Total the cost column using the embedded formuls
Co=te calculabed per heciars

Units| Smownd PriceInid Cost Source Confidence bmis

Seed f Slock 0

Imiggation § waker 1 £ ] HEA  +-250%
Sal preparation 0

Fertikzers i 200 200 HiA +25%
Chigmicals 1 1417 1417 Hia  +25%
Crop profection wesd'slaehisnl 1 §1 250 1,250 HLA 5%
Harsesting per bunch 24 000 $0.75 16,000 H&A  +-20%
Mainlensnce  peuningfplant 2 000 §1.00 2000 2000 planteta HELA 4259
Fackaging boxes 1270 §2.00 2400 20 Bunchesbox HEA +25%
Transpart par box, 12000 £3.00 3E00 HLA  +L25%
Cithar fing'cas labour 1 $1 500 1500 HEA  +-25%

TOTAL $31,176 pef hectars



ekl
1 For ibe sedected unil of production, estimate the antcpaled yield i the primary crogp.
2 Forihe selected unil of production, estimate the anticipaied ypield for &l by-products.
Use extra lines & necessary for mukiple bysproducts; for instance sfubble, husk, degrade product

Demmand Revenues
1 Forihe selected unil of prodsction, estimate the anlcpated farngate peice S the pimary crog.
2 For ke selected unil of production, estimate the anbopated farmgate prices for sl by-preducis

Yialds estmated par  hecisre
Prcas estimaed per. per ha

Famgale
Crop per ha  &bunch Priceha Incame Source Confidence lmils
Primary cop Bunches 24 00 225 £E54 D00 54 000 HE&A  +L.25%
Ery-product #1 £0 1]
Ety-product # 0 1]
TOTAL /A0 per heclan
FINAHCIAL ARALYSIS RESULTS
Static Mnalysiz
For a typical year or season of produclion, once the enlerpise has been eslablished:
Hewsnue 4 000 per heciare
Less Recurent Inputs 31 17A par heciare
= [Eroes Margin §2 B4 per heclar
= F3.2% return On recument inputs only
Le=z Imestmen Ingl anniaks -7 240 per  heciare
= Met Margin 'H‘EE per heciare Wery Favourable Oulcome
= ADE% refurn on investment B mcumend mpuls
Sensilivity Analysis:
Grass Margin = 0 when: Rewvenue is reduced by 42% Mol sensiie
Recurrent Inputs are increased by 7% Mot sensive
bzt Margin = 0 when: Fevenue is mduced by 2%, Mut sensithe
Racument Inputs are increasad by B0% Ml sersine
Ireesiment Inputs is increased by HE% Mol sensiive
Domand Sensktivity: Yiu Recommendation
Ia there sm established marked for the groduct? ¥ (o0 - oo to et queston)
15 this markel readily accessibley n Imeesiigale miarked scoess luther
Wil the praduce walurmie upsel miarked stabilily? ¥ Imestigale miarket Sabilily further
Wil the produce volume afect markel price? ¥ Check sensitsity to incoma [abo)
Is thi market likaly to sirangthen with fire? n Imeestigate sccass To aristing marked frhsr
Are et Markets kely 10 amange @i tne? n B sure of reliance on saEing mark el
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