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K e y  p o i n t s

• Long term plans work

• Ensure machines are fit for purpose

• Monitor total investment

• Look for leverage and efficiency opportunities

• Run your own race
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H o w  d i d  w e  g e t  h e r e ? ?
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P r o f i t  d r i v e r s



T I T L E
P I N I O N  A D V I S O RY

D r i v e r s  o f  m a c h i n e r y  c o s t  o f  o w n e r s h i p

• Business model

• Total investment/depreciation

• Finance costs

• Area/leverage

• Insurance

• Repairs and maintenance

• Fuel

• Labour
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D e p r e c i a t i o n

y = -0.1654x + 1816.6
R² = 0.8533
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B e n c h m a r k s  o v e r  t i m e

AverageTop 20%

0.940.662009-13

Machinery 
investment ratio 1.092017-19

0.870.872018-22

36.4%27.3%2009-13
Total Plant, 

Machinery and 
Labour costs as % of 

income

37.9%2017-19

31%25%2018-22
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C h a n g e  i n  w h e a t  b r e a k e v e n  p o i n t  $ / t
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C o m p a r i s o n  w i t h  w h e a t  p r i c i n g
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C o m p a r i s o n  w i t h  w h e a t  p r i c i n g
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M a c h i n e r y  i n v e s t m e n t  r a t i o

= Total investment in plant & equipment ÷ total income

• Aim for below 1:1

• Stretch target of <0.8:1

• Highlights over/under capitalisation

• Doesn’t account for contractors, R&M and labour
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To t a l  p l a n t  m a c h i n e r y  a n d  l a b o u r  c o s t s

= Total plant, machinery and labour costs ÷ total income

• Contracting costs

• Machinery R&M

• Fuel

• Freight

• Machinery hire

• Depreciation

• Finance costs

• Machinery lease

• Wages & on costs

• Value of owners time
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To t a l  p l a n t  m a c h i n e r y  a n d  l a b o u r  c o s t s

• Aim for <30%

• Stretch target of 25%

• Cost of getting the job done

• Picks up the balance between machinery vs labour efficiency
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H e a d e r  c o s t  o f  o w n e r s h i p  s u r v e y

2026
$/hour

2026
$/t wheat

2026
$/ha

2020
$/ha

$183$6$21$20Min

$615$28$90$51Average

$1299$66$184$108Max



T I T L E
P I N I O N  A D V I S O RY

H o w  i t ’ s  c h a n g e d

$51 $90

77% increase in total cost of ownership
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C h a n g e s

• Depreciation up 56%

• Finance costs up 113%

• Insurance up 239%

• R&M up 75%

• Fuel up 101%

• Labour up 19%
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D r i v e r s  o f  c o s t  c h a n g e
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I n s i g h t s

• Major costs are still capital related – depreciation, finance and 

insurance

• Try not to replace R&M with capital if it doesn’t effect 

reliability/productivity
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H o w  d o  w e  p l a n  f o r  t h e  f u t u r e ?

Challenges

• Balancing depreciation and R&M

• Internal people

• External people

• Other demands on cashflow
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K e y  c o n s i d e r a t i o n s

• Do I have a replacement plan that is appropriate for my scale?

• Is the fleet fit for purpose?

• What are my biases in machinery purchases and are they 
warranted?

• Are there opportunities to leverage the fleet further through 
contracting? Or can we utilise contractors?

• Can we syndicate/hire any machinery?

• What are the profit opportunities for labour and machinery?
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R e p l a c e m e n t  p l a n

2033203220312030202920282027202620252024

Estimated 
change 

over

Change 
over 

policy
(hours)

Annual 
use 

(hours)

Current 
use

(hours)

50,00050,00050,00050,000202960005003000Tractor 1

50,00050,00050,00050,000202460005005500Tractor 2

100,000100,000100,000100,00020261800300900Header

100,000100,000100,000100,000202520004001200Sprayer

50,00050,00050,000150,000200,000250,000250,000150,00050,000Total annual 
repayments
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M o n i t o r i n g  r e p l a c e m e n t s

• Depreciation is around 10%

• Therefore, need to replace 10% of the value each year

10% x $1,500,000 = $150,000

Additional costs and cashflow need to be considered
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I n c r e a s i n g  e f f i c i e n c y  a n d  
l e v e r a g e

• Contracting

• Hire

• Syndicate

• Support equipment/infrastructure

• Paddock design

• Cropping plan
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K e y  p o i n t s

• Long term plans work

• Ensure machines are fit for purpose

• Monitor total investment

• Look for leverage and efficiency opportunities

• Run your own race
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T H A N K  YO U ,  
A N Y  Q U E S T I O N S ?

Royce Pitchford

0429 305 915
rpitchford@pinionadvisory.com


