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1. EXECUTIVE SUMMARY 
 

 
 
‘Lanercost’ is a traditional dryland sheep and beef property situated 1.5 hours north of 
Christchurch in the Cheviot district. Infrastructure is fit for purpose, yet pastures and fertility 
require some attention. Although prone to summer dry, the intensive land is poorly drained and 
can become water logged. Forecast stocking rate is 7,590 su including dairy cow wintering. 
Intended use involves sheep breeding/finishing, beef cow grazing and winter dairy cow grazing.  
 
A farm operational plan has been created over 27 months with the farm business established to 
achieve steady state after 15 months. The operational plan is based on the intended farm system 
that Lanercost Farming 2018 Ltd has proposed.   
 
Financial outcome of proposed system requires a capital injection of circa $1.303 million in the 
first 15 months. This includes $320K purchase of plant, machinery and vehicles and livestock 
purchases of $874K; negative movements in operational funds of $235K. 
 
Steady state, 1 July 2019 - 30 June 2020. Farm system includes 3,000 capital ewes, 850 ewe 
lambs, 1,000 trading ewes, 240 cows and 500 dairy cows wintered. Cash surplus of $94,093 
including $20,000 for capital spend. Earnings before interest, tax and rent of $315,530 ($41/su). 
Lease represents debt servicing of circa $360/su or 34% capital value. An owner operator will 
increase the EBITR to $51/su. 
 
Financial modelling differs significantly to that expressed in the AbacusBio report dated February 
2018. EBITR of $419,200 on 5,495 su totalling $76.28/su add back manager’s salary to compare 
with an owner operator at $87.20. To place this in context, this EBITR would cover the principal 
and interest cost of fully funding a farm purchase today.  
 
Lease rate appears at the premium end of the scale. Determining a fertiliser and maintenance 
plan to operate at capacity, improve the base and maintain the asset should form part of the 
lease value negotiation.  
 
This farm has a mix of hill, downs and intensive flats covering the majority of land types within 
sheep and beef businesses. High producing crossbred ewe flock, lamb finishing, beef cows and 
dairy grazing cover core revenue streams.  
 
This programme provides the ability to evaluate options and opportunities, impact of adverse 
events and risk of biosecurity incursion in real time. It is a convenient place to demonstrate and 
share information and showcase some of the latest advances in agriculture.  
 
Risks are primarily in the form of relevance and environmental best practice. Grazing of beef 
cows on a weekly rate may not hold relevance and grazing dairy cows on heavy soils may sit 
outside environmental best practice.  
 
This report sets out to quantify the land and infrastructure resource, maximise the stocking rate 
within the proposed parameters, provide clear financial budgets and evaluate alignment to 
programme objectives. Feasibility of the farm system has been modelled through Farmax. The 
writer has a very good understanding of the farm type and regularly works in the area as an 
advisor.   
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2. BACKGROUND 
 

 
 
Tambo NZ Ltd has been employed by Beef + Lamb New Zealand to provide an evaluation of the 
proposed Future Farm operations plan and leasing proposal. To focus on achieving the proposed 
business plan and sustain the projected performance. In addition, a request to develop Farmax 
models of both the short and long-term farm system. 
 
Provided with February 2018 policy papers ‘Future Farms Investment Proposal’ authored by 
Richard Wakelin and ‘Project Plan’ authored by AbacusBio Ltd. 
 
Tambo NZ Ltd have set out to undertake the evaluation, independent of any physical and 
financial information provided in the reports noted above, and ratified comparing with client 
budgets of similar farm systems. 
 
Tambo NZ Ltd is providing this report in parallel to the AbacusBio Ltd report dated February 
2018.  
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3. PHYSICAL LAND AND RESOURCE SUMMARY 
 

 
 
Stuart Bayliss and Jansen Travis undertook a full day inspection to Lanercost on 15 March 2018 
in which all paddocks were inspected. During the inspection we focussed on the following areas: 
 

 Land, pasture and re-grassing programme  
 Weeds and future requirements  
 Land classes and expected carrying capacities 
 Farm infrastructure and access. 
 
There are four distinctive classes of land as described below. 

 
3.1 Homestead Flats (256 ha Effective) 
 

 
‘Homestead Flats’ - Looking down from Driving Spur. 
 
 Made up of heavy clay soils that will become water-logged during wet periods and subject 

to pugging.  
 Strong evidence of pugging damage through the majority of paddocks.  
 Main pasture species include short term ryegrass and reversion to native grasses.  
 Heavy pugging, poor establishment techniques, recent droughts and species selection is 

contributing to an underperforming class of land.  
 No significant weeds of mention other than traditional pasture weeds including thistle 

(scotch and californian), poa, browntop, mellow, stalksbill, nightshade and wild plantain.  
 This class of land should be operating at 11 su/ha, however the estimate in the current state 

is 8.5 su/ha.  
 An estimated 30% of paddocks are accessible via laneway, the balance between paddocks. 

Lane access is suitable for most two-wheel drive vehicles.  
 Stock water is gravity-fed from 125,000 l of storage to the majority of paddocks,  
 The troughs are of a sheep type and have suffered damage to the outside surround.  
 Fences are of a good standard. 
 Shelterbelts are present and will need to be maintained. 
 Soil tests on average appear to be better than what was observed in the paddock during 

the visit.  
 
 



 

Lanercost Page 5 of 16 

 

 Paddock Name  

  Top 
Tongue 

Woolshed 
Terrace 

Nui Flat 
Hill 

Tank 
Ridge 

Kanuka Bottom 
Tank 

Average 

pH  5.6 6.1 5.8 5.8 6.0 5.7 6.1 5.9 
Olsen P  27 29 14 23 17 18 52 26 
Potassium  8 10 4 4 6 7 11 7 
Sulphate Sulphur  5 3 6 5 5 8 17 7 
Organic Sulphur  6 4 5 6 4 7 10 6 

 
Homestead Flats are the engine room of this farm. They will play an important role in maximising 
the spring stocking rate on the hill to capture the spring flush. Phase one will need to focus on 
getting the flats operating nearer to 100%. This will include an intensive forage rotation plan 
while stock numbers are low and the payback focuses short on the winter grazing market. This 
will likely include autumn sown cereals (now), set for a spring sown pasture/legume sword.  
 
Current cover of note; 8.2 ha Kale, 10.5 ha fallow area, 18 ha to be sown at time of visit. 
 

  
‘Bottom Tongue’ – showing drilled lines and extent 
of weeds present at drilling. 

Typical trough on the flats and downs. 

 
3.2 Back Flats (100 ha Effective) 
 

 
View towards Woodchester Station across ‘Back Flats’ 
 
 Very heavy clay soils that will become water-logged during wet periods and subject to 

pugging.  
 Strong population of rushes and regeneration of rushes. 
 Main pasture species are native grasses and sub clover.   
 No sign of any re-grassing within the past 3 years. 
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 This class of land should be operating at 9+ su/ha, however the current estimate is 7 su/ha.  
 Accessibility is via the central track (5 km from the top of the homestead flats). This 5km 

access route requires some maintenance and is suitable only to four-wheel drive vehicles. 
 Stock water reticulated to some paddocks, and dams or natural water in the balance. 
 Fences are of a very good standard. 
 There is a fertiliser bin with an estimated 70t holding capacity and a dry weather airstrip. 
 Both cattle and sheep yards that service this area are currently not in a usable state.  
 Visual evidence soil fertility was a major limiting factor.  
 

 Paddock Name  

  Jumpe Top 
McIntosh 

Wilson II Bottom 
Volmers 

Average 

pH  5.7 5.7 5.5 5.5 5.6 
Olsen P  13 11 11 9 11 
Potassium  8 7 9 8 8 
Sulphate Sulphur  6 4 5 6 21 
Organic Sulphur  13 10 8 7 38 

 
Back Flats have the potential to become a beneficial contributor to the overall system. An 
investment in fertility and forages will significantly improve this area. A strength will be the 
ability to grow summer crops, but a wet spring will present some challenges at sowing time. 
Extensive use of Kale for mating light ewes would also fit well.  
 

Fertiliser bin unused for a long period. Foreground represents fertility transfer by a 
trough. 
Background: Same paddock lacking fertility. 
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3.3 Medium Hill (588 ha Effective) 
 

 
 
 Shallow well-drained silty loam. Areas of silt over clay in the valley bottoms. 
 Suited to all classes of grazing, but prone to dry quickly in late summer. 
 Main pasture species are native grasses and sub-clover. Some areas have been oversown 

with cocksfoot. 
 Weeds include blackberry (thus traditionally managed through grazing intensity), Nasella 

(present in isolated pockets on the boundary of Woodchester) and horehound localised to 
dry ridge tops. 

 At time of visit this class of land looked exceptional given the high summer rainfall.  
 Access mainly through blocks. Central lane provides access to a number of blocks. 
 Small number of stock water troughs. Dams and natural water supply the majority of water.  
 Cattle access in creeks could be an issue if pertaining to environmental best practice.  
 Exceptional standard of fencing on the medium hill country. 
 Only one soil test available for this area. Anticipate low pH, Olsen P and sulphur levels.  
 This class of land expected to operate at 5.5 su/ha. 

 

  
Development has taken place on parcels of the 
medium hill. 

Clover is present but yellowing suggesting fertility 
is limiting. 
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3.4 Hard Hill (236 ha Effective) 
 

 
 
 Similar country to medium hill, but steeper with a larger proportion covered in shrub. 
 The shrub is a mixture of matagouri, blackberry, coprosma, fern and patches of manuka and 

kanuka.  
 Block sizes average 47 hectares. 
 Only one soil test available for this area. Anticipate low pH, Olsen P and sulphur levels.  
 This class of land expected to operate at 2.7su/ha 

 
3.5 Farm Infrastructure and Access 
 

 The standard of fencing is exceptional.  
 There are cattle yards on the property, which are in average condition and improvements 

will likely be required to ensure the safety of staff. 
 The woolshed and covered sheep yards are in good condition.  
 The property is serviced by a central lane. An upgrade from the top of Homestead Flats to 

the back of the property will be required to allow access for fertiliser trucks to the covered 
fertiliser bin and airstrip. 

 There is a reticulated water system which covers much of the farm. The current lessee is 
carrying a large number of cattle and the system appears to support this. 

 
3.6 General Comments 
 

 Soil test results are variable. Recent fertiliser applications have been below maintenance 
and visual evidence was observed.  

 Maintenance calculated at 1.6 kg P/su or equivalent 135t of superphosphate. Previous 
lessee applied 50t per year. Sulphur levels are low and will require regular application.  

 Proposed fertiliser plan will see 76t of 15% Potash Super Sulphur applied to the flats and 
53t of Sulphur gain 30S applied to the medium hill. Cropping and re-grassing fertiliser is 
additional to this.  

 28.8 hectares of the Homestead Flats at present are non-productive and will require a 
cereal to be sown to create feed for late winter/spring.  

 Waterways that run through the property are unfenced and would be impractical to fence. 
This could create issues in relation of how to prevent stock entering waterways and may 
have an implication on how the property is managed.  
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Bottom of ‘Norms’ recently grazed with cattle – showing signs of stock in waterways,  
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Table 1.  Flats and Downs Paddock List 
 

Paddock Area 
(ha) 

Land Class Paddock Area 
(ha) 

Land Class 

I Flannel 6.8 Intensive Flat Sharps Downs 7.9 Intensive Flat 
Ivys 5.2 Intensive Flat No 3 Creek 6.6 Low Productive 
Leader Corner 6.5 Intensive Flat Aliboe 7.1 Intensive Flat 
Sharpes Tank 7.5 Intensive Flat Top Flat 10.1 Intensive Flat 
Top Barn 3.1 Intensive Flat Bottom Flat 10.6 Intensive Flat 
Bottom Barn 6.9 Intensive Flat Top Tank 7.5 Intensive Flat 
DIP 2.2 Intensive Flat Dis 6.9 Intensive Flat 
Oats 4.3 Intensive Flat Bottom Tank 6.9 Intensive Flat 
Horse 1.3 Intensive Flat Middle Flat 9 Intensive Flat 
No1 Creek 1.6 Low Productive Suzie’s  8 Intensive Flat 
Gums 5.6 Intensive Flat Kanuka 9.7 Intensive Flat 
Lucerne 4.1 Intensive Flat Birch Tree Corner 7.2 Intensive Flat 
Long 2.4 Intensive Flat Top Tongue 9.6 Intensive Flat 
Square 3.8 Intensive Flat Bottom Tongue 8.7 Intensive Flat 
Andy's 3.0 Intensive Flat Top BTS 12.3 Intensive Flat 
Tank Ridge 7.3 Intensive Flat Pyke PC 7.1 Intensive Flat 
Nui 5.7 Intensive Flat Bitmead 7.5 Intensive Flat 
HF2 3.4 Intensive Flat Bottom BTS 9.4 Intensive Flat 
HF1 2.1 Intensive Flat Petes 7.9 Intensive Flat 
TP Creek 6.2 Low Productive Critchens Creek 11.5 Low Productive 
Woolshed Terrace 7.1 Intensive Flat Birch Tree Gully 6.9 Low Productive 
Spring Gully 5.3 Low Productive Royal Creek 15.5 Low Productive 
Nor West Downs 5.5 Intensive Flat Holding Paddock 1.8 Intensive Flat 
Phils 3.6 Intensive Flat Black Berry Gully  2.7 Low Productive 
No 2 Creek 2.1 Low Productive Doug’s Creek 7.8 Low Productive 
Silo Creek 13.7 Low Productive Area around woolshed 12.7 Low Productive 
Flat Hill 4.9 Intensive Flat 

   

Round Hill 7.6 Intensive Flat 
   

Total Effective Area 358 hectares 
  

Low Productive Area 93 hectares 
  

Intensive Flats 256 hectares 
  

Non-Effective/Plantations 88 hectares 
  

 
Table 2.  Potential Stock Carrying Capacity by Land Class 
 

Land Class 
Description 

Area 
(ha) 

Dry Matter 
Production 
(kg DM/ha) 

Pasture 
Utilisation 

% 

Average Efficient 
Carrying Capacity 

(SU/ha) 

Sub Total  
(SU) 

Homestead Flats 256 8,800 75% 11 2,816 
Back Flats 100 7,700 70% 9 899 
Medium Hill 588 4,100 70% 5.5 3,234 
Hard Hill 236 2,700 60% 2.7 641 
Unproductive 130 0 0 0 0 
Total    1,310 7,590 

Effective Area (ha) 1,180 
SU/Effective Area (ha)    6.43 
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Lanercost Land Classes   

Homestead Flats  
Back Flats  
Medium Hill  
Hard Hill  
Non-Productive Area  
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4. OPERATIONAL AND FINANCIAL PLAN 
 

 
 
Over the next 27 months the farm will transition from a start-up business to steady state.  
Split into three phases based on financial years.  
 

 Phase 1 (2017-18) Business Establishment 
 Phase 2 (2018-19) Transition  
 Phase 3 (2019-2020) Steady State 
 
Breaking into phases we are able to better understand the cost to establish and transition the 
business to steady state, and provide a steady state profit forecast. 

 
4.1 Phase 1 – Business Establishment 
 

1 April 2017 to 30 June 2018  
 

Focus on procurement of livestock, sourced includes; 
 2,000 Capital Line Ewes 
 260 Ewes from the previous lessee 
 100 Beef Cows grazing from 1 April 
 180 R2 yr Dairy Heifers from 1 May – 20 July 
 150 MA Dairy Cows from 22 May – 10 August 
 
Beef herd owner would like to graze 240 cows and the budget provisions 140 arriving 1 June. In 
addition, 1,000 ewes are targeted in-lamb or when an opportunity arises.  
 
The system is dependent on a high number of ewes to manage the spring flush. A limited volume 
of winter feed does not provide a clear alternative for managing the spring flush.   
 
Financial 
 

Capital items include: 
 Plant/Machinery and Vehicles  $300,000 
 Livestock $538,100 
 

 Phase 1 Phase 2 Phase 3 

Year Ending 30 June 2018 30 June 2019 30 June 2020 
Farm Income $31,136 $747,386 $988,274 
Less Livestock Purchases $538,100 $335,897 $140,800 
Total Farm Income -$507,364 $411,488 $847,474 
Less Farm Working Expenses $164,103 $703,738 $731,944 
+ Rent $50,000 $200,000 $200,000 
EBITR -$621,467 -$92,250 $315,530 
Less Interest and Rent $59,529 $210,227 $201,437 
Less Capital Purchases $300,000 $20,000 $20,000 
Cash Surplus (Deficit) ($980,996) ($322,477) $94,093 
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Significant spend items for the period include lease payments, sowing of oats, labour and 
fertiliser. Provisioned is an application of 76.5t 15% Potash Sulphur Super to the flats. Only a 
small proportion of grazing revenue is generated in the 3 months.  
 

 Income  $31,136 
 Expenses $164,103 
 

Forecast ($980,996) Cash deficit, period end 30 June 2018. 

 
4.2 Phase 2 –Transition to Steady State 
 

1 July 2018 to 30 June 2019  
 

Transition to steady state. Targeting steady state stock which include  
 All of the ‘trading’ ewes are culled after weaning  
 850 Ewe Lambs are kept and mated  
 350 mixed aged and 750 two-tooth ‘capital’ ewes are purchased in January  
 1,000 ‘trading’ ewes are purchased in February 
 
The steady state system focuses on running a large number of ewes to manage the surplus in 
spring and offer flexibility in the summer dry.  
 
Financial  
 

Total Farm Income of $411,488 
 Created from $747,386 of stock sales and grazing fees  
 Less $335,897 for ewe purchases  
 
Total Farm Expenses of $703,738 
 Expenses for this period will be in line with the steady state projections for the business 
 
Forecast ($322,477) Cash deficit, period end 30 June 2019   

 
4.3 Phase 3 – Steady State 
 

1 July 2019 – 30 June 2020 
 

Stock numbers and Policy  
 Capital Ewes include 2,250 mixed aged ewes and 750 Two Tooths 
 850 mated Ewes lambs  
 77% of lambs finished to 17.5CW/head with remaining lambs sold store to ensure no lambs 

on hand at 1 May  
 240 Beef cows on a grazing agreement with all calves sent off farm at weaning 
 500 Dairy Cows on winter grazing 
 1,000 Trading ewes, purchased in February  
 7,600 Stock Units, including Dairy Cow Wintering 
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Financial  
 

Total Farm Income $847,474 ($112/SU) 
 Created from $988,274 of stock sales and grazing fees 
 Less $140,800 for the trading ewe purchases  
 
Total Farm Expenses of $731,944 ($96/SU) 
 $75,000 allocated for wages, which would not be in place in an owner operator scenario.   
 Provision of $20,000 capital for plant upkeep and replacement 
 
Forecast $94,093 Cash Surplus ($12.40/SU), period end 30 June 2020 
EBITR $315,530 ($41.56/SU) 
 
Adjusting for managers wage of $75,000 to compare with a typical owner operator an EBITR of 
$389,093 ($51.45/SU).   
 
General Comments 
 

 Estimated $20,000 - $30,000 of potential revenue could be earned from rental of Manuka 
honey beehives. Access rights to these are uncertain and no provision has been made for 
this in the budget.  

 
4.4 Farm Fit with Programme Objectives  
 

Lanercost has two distinct land classes; hill country and intensive downs and flats. In this case 
the determination of farm class would primarily be made by the choice of land use, rather than 
the contour of land, as this property is a mix of both class 2 and 6.  
 
Using either class 2 or 6 as a benchmark would display some deficiencies in consistency across 
areas of income and expenditure.  
Covering both land classes provides a greater scope of opportunity. This may include reporting 
on performance from class 2 and 6 land in addition to how they interact to add value to the 
overall business.  
 
Traditionally a gap between North and South Island hill country existed. This is mainly due to the 
influence of fine wool sheep in the South Island. Cross-bred sheep are more common on hill 
country in the South Island now and the alignment of farm systems is very close between the 
Islands. Comparison with B+LNZ farm survey shows Lanercost has the greatest alignment with 
class 9.  
 
On-farm characteristics of Lanercost in relation to similarities between multiple land classes (2, 
4 and 6) allows the farm to be relatable to most sheep and beef farmers. This gives the 
programme a strong platform in which to pass its learnings onto farmers. Therefore, making it 
a suitable fit for the Future Farm program.  
 
Being able to report the impact to changes on a farm business will be a function easily performed 
through modelling with real time data. 
 
75% sheep stock units, 18% beef and the remaining being in dairy grazing is typical of the 
enterprise mix across many farms throughout New Zealand. 
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The farm system and practises used on Lanercost will need to be relatable to the general farming 
public. The grazing of beef cows for $11.50/hd/wk is a very logical option returning 20 c/kg DM, 
but this is not an off-the-shelf option for all. 
 
Waterways are not currently fenced off as it would be impractical to do so. This is a common 
challenge to hill country farmers and the pressure to act is likely to increase in future. The 
program will provide an opportunity to resource possible practical environmental solutions. 
However, there is a possible risk in opening up issues like this for public scrutiny.   
 
Key challenges on-farm are moving further away from production traits and more towards 
regulatory/compliance issues. Many issues facing farmers are not a direct relation to land type, 
meaning Lanercost could share its learnings with a range of farmers across multiple land types.    
Additional areas of opportunity will be displaying best practice biosecurity with Chilean Needle 
Grass and Mycoplasma bovis. 
 
The grazing of 500 dairy cows is a common practice in the region and is an important part of the 
budget. However, land type available is heavy and prone to deep pugging. This practice will not 
be in-line with environmental best practice. There is the opportunity with the program to show 
real implications and solutions to this, in addition to passing on important learnings.  
 
Canterbury has a strong sheep and beef presence but is also surrounded by a large dairy base. 
Interaction between both types is common. Cereal, grass and vegetable seeds production is also 
common in the region.  
 
The infrastructure on Lanercost is adequate and a good representation for sheep and beef 
farmers. It will however need to be brought up to a standard where best practises for health and 
safety are met, as well as ensuring new technologies can be utilised to their potential.  
 
The three shareholders of Lanercost Farming Limited are well respected in the community and 
will encourage others to be engaged in the future farm. 
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Qualifications, Limitations and Assumptions 
 

Qualifications generally: By accepting a copy of this report Beef and Lamb New Zealand 
acknowledges and agrees that this report is provided on the terms and conditions set out in email 
on 8 April 2018 (together, the Terms) and these qualifications. In the event of any conflict 
between the Terms and these qualifications, these qualifications will prevail. 
 
Scope:  This report summarises the results of our operational due diligence review of Lanercost. Our 
investigations and enquiries have been limited to the scope as described in this document and the 
statements made and opinions given in this report are specifically limited by reference to that scope.  
This report is limited to the matters stated in it and does not extend to other matters by implication.  
 
Information: The statements made, and opinions given in this report are based on information 
provided by Beef and Lamb New Zealand and/or its advisors and third parties. Unless expressly stated 
otherwise in this report we have not independently verified any information. We assume that 
information provided to us is complete, accurate and up to date and except as stated otherwise in 
this report we have not independently verified any information. Accordingly, we cannot and do not 
accept any responsibility in connection with this report arising from our reasonable reliance on 
information provided to us or assumptions disclosed in this report or assumptions reasonably taken 
as implicit. We recommend that Beef and Lamb New Zealand obtains appropriate warranties and 
indemnities in the transaction documents in respect of such matters.  
 
Forward looking statements and matters of opinion:  We have prepared this report with care and 
diligence and the statements in this report are given in good faith and on the belief on reasonable 
grounds that such statements are not false or misleading. However, opinions are based on 
assumptions which may prove incorrect and forecasts are predictions of future events and so 
inherently uncertain. Accordingly, we do not provide any warranties or representations in respect of 
any forward looking statements or matters of opinion stated in this report.   
 
Reliance:  This report has been prepared solely for the use of Beef and Lamb New Zealand for the 
purpose of assisting it to evaluate the opportunity to lease Lanercost and may not, without our prior 
written consent, be: 
 

• relied upon by, or disclosed to any other person;  
• filed with a governmental or other agency or quoted or referred to in any publication; and/or 
• used in whole or in part for any other purpose and we will not be responsible to you or any 

other person for any use of or reliance on this report for any other purpose, and Beef and Lamb 
New Zealand indemnifies us for any loss we may suffer or incur as a result of any persons use 
or disclosure of, or reliance on this report other than in accordance with this provision.  

 
Updates: Unless we have agreed otherwise in writing with Beef and Lamb New Zealand, we will have 
no responsibility to update this due diligence report after the report date. In the event we are 
instructed to update any aspect of this report the qualifications and assumptions in this report 
continue to apply.   
 

 


