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These industry resources are part of The People in Dairy suite ‘Planning 
for the Future’. 

See thepeopleindairy.org.au/sharedequity

Other resources also available are:

• Share Dairy Farming in Australia – Model Code of Practice
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INTRODUCTION

The Australian dairy industry is made up of approximately 
5500 separate farm businesses, each with asset values of 
(broadly) between $2 million to $20 million. These assets 
are made up of land, water, stock, plant and equipment. 
Ownership might be of any, or all, of these components.

Joint ownership of dairy assets by two or more parties (shared equity arrangements) 
may be contemplated for a wide range of reasons, including:

• To find and keep good managers (who have ‘skin in the game’)

• To transition ownership to the next generation in family farms

• To transition ownership to others (non-family) who do not have the capital behind
them to purchase a farm

• To achieve enough capital to invest into the dairy industry (where each party alone
would not have sufficient scale). This may involve buying established assets or
greenfield development.

• To attract external (private / corporate / institutional) investment to achieve growth
or new projects (attracting equity rather than taking on debt)

Some of these reasons are about existing farmers wanting to ‘step back’ from day-to-
day management but still keep investment in land or dairy operations. They are looking 
for capable others who want to ‘step up’. Other reasons are about enabling expansion 
of dairy enterprises and/or development of new projects.

As a result of this variation, there are many different formats in which shared equity 
can occur. Every case is different and there is no standard approach. But there are 
experiences that can be shared. 

These resources feature a number of case studies where different drivers have occurred 
and arrangements set up. They are real farms who have generously shared their 
experiences. If you are considering a shared equity arrangement, there are also a 
number of tools which may be useful to you, depending on which direction you take.

Shared equity arrangements are complex agreements. The case studies show how 
important it is to be clear about the degree of alignment between the parties (their 
objectives, ‘cultural fit’, approach to dairy farming etc). Input from an experienced dairy 
consultant to help achieve your agreement is highly recommended.

It is also essential that technical guidance is sought from the appropriate service 
providers (for example: accountant for tax implications; solicitor for assistance to 
document the agreement; banker for finance options).

Communication is a key aspect of shared equity arrangements. Many issues will arise, 
especially in the early ‘start up’ phase, that require open and honest discussion. These 
relationships require careful, professional conduct at all times.

Some fundamental principles emerge from lived experiences with shared equity 
arrangements that maximise the likelihood of success:

• The dairy farm is profitable and well managed

• The intent and cultural fit of the parties are aligned
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• There is respect for the diversity of experience, skills and energy that different
(compatible) parties will bring to the arrangement

• There is a clear strategy and business plan

• Appropriate business structures are set up

• Appropriate equity and debt mix with suitable banking facilities are in place

• A solid governance framework is in place with:

 – A written Investor Agreement

 – Agreement on how strategic and operational decisions will be made

 – Agreement on reporting (what is reported, when and by whom)

 – A clear exit process

 – Policies on debt and dividends

• A solid management framework is in place with:

 – Clarity of responsibilities and accountabilities

 – Management policies

• All parties have a strong commitment to communication

Having a very good professional team around you, 
I could not have got to where we are without my 
relationships with my accountant, banker, solicitor, 
mentors, farm consultant. Like a good football team, 
the head coach has a team behind them to direct and 
influence. Equity partnerships are next level, far above 
leasing and share farming, the details need to be sorted 
and it can’t be done on your own.
Benn Thexton (Agventuregroup)
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SEPARATING OWNERSHIP OF THE 
FARM BUSINESS AND LAND 

One approach to enabling shared equity of assets of a 
dairy farm is to separate the ownership of the operations 
business from the ownership of the land (and water). 

This is particularly helpful for providing employee managers and younger family 
members an opportunity to buy into a part of the enterprise that they are working in (as 
in Case Study New Life Dairies) and can provide benefits to both ‘stepping back’ and 
‘stepping up’ parties. This approach may also offer benefits in risk management and 
superannuation investment (as in Case Study ABCD Dairy).

Typically the assets of a farm business will be 70 per cent land and 30 per cent stock 
and machinery. The stock and machinery can be set up as the assets of a separate 
farm operation business that leases the land from the land owners. The land owner can 
then invite the employee to invest in the operational aspect of the business. 

As an example: a 400 cow farm may be worth say $5.0 million, of which $3.5 million 
is land and infrastructure and $1.5 million is stock and machinery. If the young person 
puts up $450,000, then this represents 30 per cent of the operations business. They 
work in the business along with the owner who is ‘stepping back’ and both are paid 
commercially for their efforts. The ‘stepping back’ party can reduce input flexibly. The 
entrant or ‘stepping up’ party can work as hard as they wish knowing that reward will 
be directly related to effort. This is very transparent. The land is leased by the business 
and any profits are then allocated annually to the shareholders (in this case 70:30). If the 
assets of the business grow (usually through increased stock numbers) all owners are the 
beneficiaries. If the manager spends wisely then the benefits are direct.

The advantage of such a system is primarily that the entrant has ownership, is rewarded 
directly and commercially for effort, has the chance to increase wealth through an 
increase in the value of the assets in the business and has the business support of 
the owner. The owner is not feeling vulnerable to the inexperience of the entrant. Both 
parties can contribute to the business decisions. (It is essential that the parties discuss 
and agree on the way that governance and operational decisions are to be made). 
The opportunity exists for mentoring and the newer business partner benefits from the 
existing business relationships for services, procurement and sales.

This arrangement gives both parties time to step further in and out at a comfortable 
pace. The entrant can continue to buy in to the business. The value of the shares in the 
business will change if market conditions change or if the stock and machinery inventory 
alter. It is relatively straightforward to value at any time there is a share transaction.

Because the entrant contributes to the growth of the business it will remain viable, 
up-to-date with technology and able to return a profit in the longer term. This avoids 
the threat to a business that is primarily operated by an ageing owner who naturally 
will step back from making investments in new technology and farming systems. In this 
way the intellectual property of the entrant in the business builds. As recognition of this 
contribution, a bonus of, for example, 10 per cent of the business profit could be offered 
in share transfer between parties. 

All businesses must invest in themselves to remain vibrant. To ensure the availability of 
funds for capital expenditure, a business has to return a profit.



7

For the operational business entity itself, the owners will make regular decisions about 
investments in items such as machinery or genetics. For the permanent infrastructure 
on the farm such as new subdivisions and tracks, milk harvesting upgrades, housing, 
water and effluent systems, investment will be needed on a longer-term basis. To fund 
this investment, one approach is to have a levy (of say 2 per cent) of the market value 
of the farm land and infrastructure set aside annually by the business and invested into 
a long-term capital expenditure fund. If at the end of the lease period funds still remain 
in this allocation, they are distributed 50:50 between the land owner and the business 
owner. This offsets the common difficulties between landlord and tenant where there is 
a disinclination to spend on infrastructure. 

The land owner will need to accept that a total lease and capital expenditure cost of 
more than 5 per cent will be prohibitive for many farm businesses to post a profit. This 
means that a lease of 3 per cent will need to pass the affordability test. Land investment 
is a secure longer-term investment and when it is protected by a capital expenditure 
fund, its value is more likely to be maintained.

If the intent is ultimately for transition of the ownership, each year there needs to be an 
opportunity for the entrant or stepping up party to increase their share through either 
cash they have saved or through a bonus such as stock or profit.

In summary: this model can have a number of variants but the principles are the same. It is 
simple and transparent, has direct reward for effort, allows continued transition in wealth 
and supports a manageable handing over of responsibilities and decision making. 

• The farm owner still has significant control initially and can stay engaged despite
drawing away from the operation

• The entrant has ownership which creates engagement, retention and wealth creation

• The business is no longer dependent on the ageing owner to stay vibrant

• Entry to and exit from ownership is relatively straightforward

• There is no question of unrewarded effort

• The value of the farm is maintained by a long-term capital expenditure fund which all
parties contribute to.
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When exploring the possibility of sharing ownership of dairy assets 
it is essential that the details of the proposed arrangement are 
clearly articulated. Each party can then have an informed view 
– ‘buyer beware’. It is recommended that the parties discuss 
their approach to the arrangement with their dairy adviser. 

The proposed arrangement must be affordable for each party. It will be at risk if it 
does not have the potential to generate adequate cash to meet the requirements of 
each party in an average year, so this is a step that should be assessed early in the 
discussions. The Affordability Calculator [Tool 1] included in these resources shows an 
example of how to approach this step. 

There are many issues to discuss around the potential business arrangements and 
investor relationships. For example:

What business structure will suit best?
Will the land and operational entities be separate (for example the land as a Unit Trust and a 
Pty Ltd Company for operations)? Would there be a significant tax burden, through transfer of 
cattle between entities, that presents a barrier to this?

How will the capital provision will be arranged? What are the assets involved?
• Who owns what? 
• What part of the business is the new entrant investing in?

What are the ownership rules?
• What are the expected timeframes of the arrangement for each party?
• Will there be opportunities for share transfers / options to grow share? 
• What valuation process will be used?
• What is the agreed exit strategy and process?

Is there a shared vision for how the farm will run? Are there shared farming values and philosophy?

What are the decision making processes, both strategic and operational?
• Who will take the governance responsibilities? Who will be Directors? 
• What are the rules on decision-making when there is not consensus?
• What policies are needed?
• What if there is a dispute?

What commercial arrangements will be in place for services provided to the business by investors?

What guidelines cover the use of external services and advice?

Has each party done appropriate due diligence on people, farm and business resources, the 
chosen farming system and risk mitigating processes?

What are the key elements needed by the main stakeholders in this equity arrangement for it 
to be successful?
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The Dairy Business Checklist [Tool 2] provides a series of prompts around the key 
elements to discuss. Once they are agreed, they can be included in a written 
agreement with input from each party’s solicitor and accountant.

The advantages of having a written agreement are:

• When something is to be done the procedure is clear 

• There is less likelihood of a misunderstanding or conflict to occur

• In the event of a dispute, the procedures that are to be followed are outlined allowing 
for quick resolution.

A Model Investor Agreement is included in these resources [Tool 3]. 

Governance and decision-making
In a shared equity entity (especially one that involves more than only direct family), it is 
advisable to appoint Directors (as a Board) and to set up a decision-making process to 
deal with matters beyond the daily operational decisions. In many cases the Directors 
will be investors and may also be employed in an operational capacity by the business. 
Other non-investors may also be appointed as Directors. The Board has the duty to 
ensure that the business is performing for the investors.

The Dairy Business Checklist [Tool 2] and Model Investor Agreement [Tool 3] both set out 
a matrix for decision-making about the business for parties to agree: who is responsible 
for which decisions, and what the  per cent vote is to carry a decision. Some suggested 
approaches are shown in the example matrix below. This matrix is for discussion as the 
parties reach their agreement.

In this example, the parties have set the maximum required  per cent vote at 75 per 
cent. In their situation, with four parties each with 25 per cent of equity, they wish to 
allow action if at least three of them agree.

It is generally better not to set a 100 per cent (unanimous) criteria because it is then 
possible for any one party (even with a small shareholding) to block decisions that are 
wanted by all other parties. Depending on the individuals in the group and their views, 
majority or 75 per cent voting may be agreed. 

It is important that these criteria are reviewed annually; when any contracts are 
renewed; or when new stakeholders enter the business.

Example decision-making matrix in a shared equity arrangement that has four 
parties, each with 25 per cent share

Decision Investors 
(shareholders)

Directors % Vote

Appointment of directors X Majority

Sale of the business and its assets X Recommend 75

Significant asset purchase or development X Recommend 75

Appointment of Chair of directors X Majority

Appointment, remuneration Management Team 
Leader

X Majority

Development of strategic plan for the business X Majority

Approval of annual business plan X 75

Approval of financial budget X 75

Approval of capital expenditure budget X 75

Dividend payments X Majority

Change to this agreement X 75

Acceptance of share transfers X 75

Acceptance of new shareholders X Recommend 75

Debt funding arrangements X 75

Legal Proceedings X 75

Note: EXAMPLE ONLY, each arrangement should establish its own matrix.

Valuing shares in a shared equity arrangement.
In a shared equity arrangement all the assets of the business are set a monetary value 
and this figure becomes the business worth. Shares are then issued based on that 
figure. To start the business, all stakeholders sell their assets to the business, then with 
the funds received, they purchase shares. 

Over time the values change as the number and market value of stock change; 
machinery depreciates or is added; working capital changes; borrowings on the 
business change; feed inventory fluctuates; and debtor and creditor amounts vary. The 
challenge after initial purchase is to decide on a valuation process beyond start up that 
is fair and acceptable to all parties. 
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Market value 
This approach is straightforward. At any time that shares are either issued or traded 
there is a complete inventory made of the business’s assets and a market price 
assigned to them all. The total net figure is then divided by the number of issued shares 
and a value is attained. 

If the business also owns land there needs to be an accepted valuation process for 
that. This may be the purchase price if recent, a sworn valuation, a real estate agent 
valuation or an agreed value by all shareholders. There should be an accepted 
time period for which that valuation is current. Three years is a time frame used by 
superannuation funds for real estate valuations.

Agreed value 
It is possible to have a fixed term valuation of the shares that is set for a period of time 
such that any share transfers over that period will be at a constant value. This may be 
appropriate in a family situation and also where there is likely to be little change in the 
total value of the shares. When the fixed time expires, the shares could be revalued to 
align with the market (as above).

Goodwill 
The goodwill of a business is the intangible value of the business. In dairy farming this 
is typically not included in a business’s valuation as it is viewed that a new business 
taking over the assets of the old business does not capture the intangible values of the 
old business. It includes such items as service provider relationships, sales agreements, 
procurement contracts, long standing employees and farm operations systems that 
are in place. Where shares in a long standing corporate structured business are being 
traded under a shared equity agreement, there is no reason why a goodwill component 
could not be included in the list of assets. Its value will be determined by how good the 
listed attributes are and may also consider the profit level of the business. 

Distributions and dividends in a shared equity arrangement
Surplus funds in a dairy business are often reinvested into the business, for example 
by adding to the stock inventory, buying more machinery or other capital investment. 
Funds may be allocated to increase working capital if an overdraft is less appealing, 
or to pay off loans that the business has taken out for such things as machinery, stock, 
feed and service providers.

When there is surplus cash in a dairy business it will not necessarily accumulate and 
be present at the time the annual accounts are finalised. Apart from spring harvesting 
costs, dairy businesses will have high and low cash flow times depending on the time of 
year they calve and if they are relying on purchased feeds over summer and autumn. 

It is feasible for a business to draw out surplus funds at any time of the year if they know 
their future cash flow needs. Therefore it is reasonable to expect that a business could 
take distributions at any time. The sharing of such distributions must be in proportion 
to share holdings. Depending on the business structure, there may be the need to pay 
company taxes from the business funds. The distributions would then be after tax with 
franking credits to offset personal tax.

Dividends are defined as the distribution of profits that are allocated to shareholders 
based on the financial performance of the business. Directors decide on the payment 
of dividends after assessing the need for such funds for other business purposes. In 
theory a distribution of funds may not necessarily align with the profit of the business 
and is therefore not a dividend. For example if there is an asset sale, the business may 
choose to distribute the proceeds to shareholders rather than keep them for other 
purposes. Over time, it is important that businesses do not provide distributions that are 
continually eroding the asset base of the business. 
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Every shared equity arrangement is different. There is no 
standard approach but the experiences of others can be 
extremely valuable to help you frame your own arrangements. 

The case studies included here are real farms who have generously shared the details 
of their decisions and outcomes. If you are considering a shared equity arrangement in 
dairy, these are a great resource.

• ABCD Dairy: A long-standing joint venture of independent parties

• New Life Dairies: Dairy operations business owned by two generations

• Nirrunga Dairies: Joint venture with manager as equity partner

• Family Dairy Business: A start-up business with multiple family members
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ABCD Dairy: A long-standing joint venture of independent parties

Snapshot

Location SW Victoria

Farm operations 1000 cows, split calving twice a year 
Milking off 510 hectares with bought in feed
9 employees and Managing Director
Total Milk Solids in 2017-18 = 510,000kg

Shared equity arrangement Joint venture by 4 independent parties which has been 
operating for 23 years.
Has transitioned to two separate entities – (1) Unit Trust owning 
land and (2) Company operating the dairy business. This 
arrangement separates risk and increases options for exit.

Key elements that make 
it work

• Establishing a mechanism to make decision-making 
very efficient 

• Keeping the farming system simple
• Investing in good infrastructure
• Looking after staff

The history
This business began in 1995. It involved the purchase of a dairy farm of 154 hectares in 
south west Victoria equally by 4 individuals, all having an interest in dairy farming. Three 
are service providers and one is a beef farmer.

The business continues to operate today and farms 510 hectares milking 1000 cows 
year around with a split calving in January and September. Since inception there have 
been various inputs from each owner on a paid basis supplying services (electrical, 
veterinary, consultancy, management, bulls, contracting) and family members have 
worked there on a casual basis.

The business has always employed a manager on a salary and has had two or three 
supporting staff members who take on areas of responsibility. The remaining staff have 
over the years been predominantly locals who not uncommonly have time out in other 
employment out of agriculture and then return.

Today
Today the farm is operated by a team of 9 staff and one of the owners who has the 
paid role of Managing Director to oversee the operation but not work on the farm (he 
now resides 600km away). The Operations Manager has been employed on the farm 
spanning over 10 years with 9 of those being full time. His 2IC has been on the farm for 
over 15 years. 

The staff have specific roles and milking staff are on a 35-40 hour per week roster. They 
prefer to work both milking shifts and, like mining industry workers, prefer several long 
days on followed by several days off.

The four owners meet twice a year to discuss strategic matters and the Managing 
Director updates fellow directors regularly. 

Business structure
The business was originally set up as a company as trustee for a Unit Trust. Each 
member owned equal units in that Trust. The Trust owned all assets of the farm business 
which included land, cows, machinery and the business entity itself. 

The decision was then made to separate the landholding assets from the business 
entity. The Unit Trust kept the landholding and a separate operating entity was set up 
to take on ownership of all the farm business assets. 

This gives the arrangement the following features:

• The Unit Trust:

 – Has land assets that are less exposed to the risk of the dairy farm business 

 – Receives a regular income in the form of a commercial lease 

 – Gives unit holders the opportunity to hold them in their super funds

• The Farm Business Company: 

 – Could introduce additional shareholders and not affect the Unit Trust

 – Wears all the risk of external factors such as seasonal conditions and terms of trade

 – Sets the strategy and is responsible for implementing the dairy business

 – Has a commercial agreement with the Managing Director (who is in both entities)

 – Has commercial arrangements with the other three owners who provide 
professional services to the farm business 
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Land ownership

Lessor I 
Unit Trust 

Four equal owners 
154 hectares

Lessor II 
117 hectares

Lessor III 
237 hectares

Farm Business Company

Business entity that operates the farm, receives all income and pays all costs 

Four equal owners (can vary and add shareholders)

Leases all properties including the Unit Trust’s land

Owns 1000 milkers, young stock and machinery plus working capital

Valuation $2.5 million

There has been no allowance in any of the lease agreements for contribution by 
landholders of capital expenditure. The leases are long term and two have no business 
connection with the farm. Most of the infrastructure is on the Unit Trust’s land so it makes 
it easier for any capital expenditure decisions to be made. Staff could have been given 
the opportunity to buy into the Farm Business Company at fair market value.

Ingredients for success
The business has been functioning for 23 years. The financial returns to the owners 
have been quite adequate in the last 12 years and it could be argued that it was a 
culmination of many teething problems, trials and tribulations but eventually a stable 
staff who were then well looked after.

Some of the factors that may have contributed to its longevity include:

• A reasonable level of equity

• The transition to a management structure that provided an efficient decision-making 
process. This gave the Managing Director responsibility for and authority to make key 
operational decisions without having to refer to the other owners on a regular basis.

• Quality staff who are well looked after especially in relation to work hours and rosters

• A preparedness to invest in modern infrastructure. This includes power back up, a 
modern 60 unit rotary dairy, excellent staff facilities, a feed pad, commodity shed, 
excellent calf rearing facilities, good tracks, a well-maintained water system, modern 
machinery and a large out paddock for dry stock.

• The farm is well set up and cattle move readily around the property

• There is minimal machinery work to be done as contractors are engaged to do most 
of that

• The farming system is simple

• Split calving is in late spring and in mid-summer, so cattle and humans are not 
challenged by weather

• The strategy for the business does not change year to year

• Pasture management is simple as the high stocking rate negates the need to 
conserve silage or hay.

The future
Exit is inevitable one day. There is no exit strategy other than to say that in the next 
10 years if there is an increased interest in investment in the dairy industry, the business 
needs to seriously consider liquidating. This option is more palatable than having a 
forced sale or a disagreement about the true business value. 

Because of the business structure, it is possible that the farm could be sold as units in 
the Trust and shares in the company, together or separately, and not necessarily as a 
property itself.
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New Life Dairies: Dairy operations business owned by 
two generations

Snapshot

Location SW Victoria

Farm operations 850 cows, autumn calving 
Milking off 364 hectares predominantly pasture and conserved forage
6 full-time staff including the owners
Total Milk Solids in 2017-18 = circa 500,000kg

Shared equity 
arrangement

Dairy operations business (owning stock and machinery) that is jointly 
owned by 2 generations of a successful dairy farming family. It leases 
land from the family trust and other family members.

Key elements that 
make it work

• Starting with a profitable dairy business that was well set up
• Strong team approach and commitment to making things work
• Making use of advice from service providers who work well together
• Effective communication

The history
Bruce and Lynne Newton made the journey from New Zealand to south west Victoria 
with their teenage family in 2004 to take on a venture in dairy farming, having been 
beef farmers in the Taranaki region of the North Island. Their eldest son Tim had just 
completed a degree in agriculture and was keen to help pioneer the new family 
business. 

They purchased a 196 hectare farm in Princetown milking 330 cows which, by 2009 grew 
to 344 hectares milking 700 cows and a new rotary dairy. In 2013, Tim and his wife Jess 
took over 117 hectares of the property through a lease arrangement that included a 
functional dairy and became independent operators. Tim had accumulated stock 
through salary sacrifice and after 12 months they purchased the property outright.

Meanwhile, Tim’s three siblings were off in the world pursuing their own careers. In 2016, 
Sam, one of Tim’s brothers, with his wife Amy decided to move back to south west Vic, 
after having acquired a diploma in agriculture and working in the pork industry for 
several years. Sam worked with Bruce and Lynne on wages for 18 months. In 2016, Tim 
and Jess purchased their second farm 30km distant and employed Sam in January 
2017 to run their original farm. Sam and Amy were paid wages and were given a stock 
accumulation bonus. 

During this period, Bruce and Lynne, who had now moved past the 60-year milestone, 
were beginning to come to terms with the reality that they would need to find someone 
other than family to support them in the family business. They had almost made their 
family too independent, wanting to pioneer their own ways in life.

By the end of 2017, Sam and Amy had accumulated 60 head of dairy heifers 
approaching 12 months of age and were well aware of the commitment that they would 
need to make if they were to eventually buy his brother’s (Tim’s) farm. 

The concept of being business partners with his parents then developed. This would 
take advantage of being part of a successful farm business that was well set up, 
employing several staff and having the back up of Bruce and Lynne.

Business structure
Over three months in late 2017, the family, with the support of their farm advisor, 
accountant and banker, devised a plan that involved the business buying Tim’s herd, 
leasing his property with an intent to purchase it, and restructuring the business to 
include Sam in a senior management role.

By this stage the farm had added a further 113 hectares, half of which was 10km distant 
and where Bruce and Lynne moved and looked after young stock. They were still 
actively involved in the business which was still integrating the addition of 57 hectares 
adjacent to the dairy that was being reclaimed from forestry.

The business was restructured to separate the stock and machinery from the land. 
There were still some capital improvement costs associated with converting the forestry 
land to grazing that remained with the property trust. The dairy business was named 
New Life Dairies and owned 850 milkers, 400 young stock and $400,000 of machinery. 
Its net asset value on 1st January was $1.8 million. 

Sam and Amy wished to own 30 per cent of the business so used their accumulated 
stock and an investment house as security, to make that investment. The business 
leases the family property from the family trust and likewise leases Tim’s property. 

The accountant and Lynne had a challenge to manage the transition from a business 
that was owned and run by the family trust, to one that leases the properties. Accounting 
for transfer of stock with associated tax implications and agreeing on assignment of 
capital costs were teething problems that were resolved in the early months.
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Land ownership

Lessor I 
Family trust 

257 hectares

Lessor II 
Tim and Jess 
117 hectares

New Life Dairies Trust

Business entity that operates the farm, receives all income and pays all costs including time 
spent by all owners (hours recorded and agreed rate)

Ownership is 30% Sam and Amy / 70% Bruce and Lynn

Leases land from the Family Trust and Tim and Jess

Owns 850 milkers, young stock and machinery plus working capital, value $1.8 million

Today
The business milks 850 cows off 364 hectares, calving in autumn and utilises both 
dairies for most of the year. The herd is predominantly Friesian with a significant number 
of smaller cross-bred animals. Production is 600kg ms per cow. Purchased hay and 
conserved silage is fed almost exclusively on a simple, concrete based waste-not feed 
pad. Pasture growth and utilisation is a key to the successful business. An additional 
46 hectares of adjacent forestry land that is being upgraded will provide a huge boost 
to home grown feed and allow them to back off the wet paddocks and stretch the 
rotation in a wet winter. 

There are 6 full time staff including Sam and Bruce who along with Lynne and Amy are 
paid commercially for all their inputs. To avoid any perception that there is uneven 
reward for effort, the family keeps all their hours along with the rest of the staff and are 
paid at an agreed hourly rate. The benefit of this for Bruce and Lynne is that they can 
work at their discretion, knowing that they will not be taking any wages unless they earn 
them. Likewise, if Sam puts in beyond the anticipated effort, he will be rewarded directly.

The future
The biggest challenge was the realisation by Bruce and Lynne that they now did not 
have total power over business decisions and in particular, the full supervision of staff. 
Fortunately one of Sam’s strengths is his ability to engage with people and develop an 
effective team. 

Lynne is managing the transition away from full involvement better than Bruce as she 
has lots of distractions off farm that she enjoys. Her next challenge is to get Bruce 
involved in more off-farm adventures so that he can see a life beyond farming.

Ingredients for success 
Some key elements of this family business that underpin the ability to successfully 
transition the business to this new structure include:

• It is a highly profitable business

• The farm is well set up for the future with sensible investment in infrastructure

• They run a simple farming system

• The owners are smart decision makers

• They are highly committed to making things work 

• They have an excellent work ethic

• They have open minds and will take on anything if it makes sense to them

• They value a whole team approach to their business and have always sought 
assistance from professionals

• They have a great team of service providers with mutual respect for each other

• Effective communication is a key element 
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Nirrunga Dairies: Joint venture with manager as equity partner

Snapshot

Location Northern Victoria, near Cobram

Farm operations 600 cows, split calving twice a year 
177 effective hectares flood irrigated, with 121 hectare irrigated out 
paddock and bought in feed. 
310ML High Reliability Water Share, 960 Low Reliability Water Share 
and 922 ML ground water licence.
4 employees including the Manager
Total Milk Solids in 2017-18 = 363,488kg 

Shared equity 
arrangement

Joint venture by 2 families set up 5 years ago. Unit Trust owns land, 
cows, mobile plant and water. 
10% equity subsequently purchased by the manager via a bank loan 
guaranteed by the original unit holders.

Key elements that 
make it work

• Alignment of the core personal values and approach to dairying 
between the different parties

• Honest communication and willingness to review
• Having the correct people in place, with skin in the game 
• Clear lines for decision making and control

Background
The Vallances and Nevills have long separate histories of operating successful dairy 
farms in close proximity along the Great Ocean Road in south west Victoria.

In 2012 they were both looking to leverage existing capability and equity in a joint 
venture in another dairy farm. The scale of the proposal under consideration was 
outside their individual reach, but collectively they were able to purchase a 600 cow 
farm as a joint venture. 

They chose to re-invest in dairy because they know dairy and their returns from the 
industry have been extremely good as owner operators. In addition, they liked the idea 
of finding a skilled young person low in equity but high in energy who they could assist 
with wealth creation as well. It was important that the young person, who had the 
correct “cultural” fit, would incur the gains and losses of their decisions. 

A traditional share farming model was possible but did not achieve the objectives of all 
the individuals involved.

The original preference was to purchase a property close to their existing operations in 
Western Victoria. However, to obtain the scale required at a lower capital investment 

an irrigated farm at Cobram Victoria was purchased in 2012. Cobram was selected 
because it was close to a regional centre for labour, and it was an existing dairy area 
with the necessary support services. 

In the early period, as the couples gained an understanding of northern Victorian 
production systems the business engaged a local dairy consultant monthly; the Vallances 
and Nevills also attended workshops on water brokerage to increase their knowledge. 

Due to the distance between Western Victoria and Cobram a salaried farm manager 
was appointed. If this person proved successful the plan was to incorporate that 
manager into the business as an equity partner, but this next step had to be evidence 
based rather than directly offered at the start. 

As it turned out, the 'cultural' fit between the owners and the first manager was not 
ideal. He resigned and a renewed effort was made to locate a new manager and 
potential future equity partner. 

Equity partner and manager 
A new manager and potential equity partner was found in Joe Edwards and his wife 
Natasha. Joe was only in his early 20’s, but showed clearly that he had that almost 
intangible skill, “it”, together with dairy passion. 

This “it” includes: 

• A strong resume of skill acquisition, respect and patience. 

• A work background on both corporate and family owned farms. 

• Skill as a communicator and team player. 

• He’s a natural problem solver. 

• He regards external advice and assistance as a positive not a threat. 

• A clear intolerance of lack of timeliness which is the key to dairy success. 

• Local service people identify Joe as “gold”! 

Joe had moved to Australia from the UK with his dairy farming parents. His parents 
share farmed through the drought years in Northern Victoria; hence Joe was not 
attracted to the risk profile of share farming. 

He worked as an employee on several farms gaining more responsibility at each stage. 
Joe recalls that when he commenced at Nirrunga Dairies Pty Ltd his net assets mainly 
comprised of an old ute and a dog! But he also says it was important to do some hard 
yards with tough employers to learn the ropes. 
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Very quickly the Vallances and Nevills decided that Joe and Natasha were the right fit 
for their business. Joe and Tash bought into the business (using borrowed funds) in their 
first year. In Joe’s words “I was given an opportunity to achieve ownership – before then I 
didn’t see asset ownership as an option”. The founding unit holders (Vallances and Nevills) 
were the guarantors for the bank loan taken out by Joe and Tash to provide their equity. 

Before finalisation of any new arrangement, an agribusiness consultant facilitated some 
rigorous meetings to ensure that both Joe and Natasha, and the current equity partners 
had a thorough understanding of the state of the business. 

All parties had to agree on the business structure and all the governance procedures. 
The financial status of the business was outlined and budgets were developed to 
assess profitability moving forward. It would take 2-3 years for an optimum position to 
be achieved and everyone had to acknowledge that fact. 

It was also essential that Joe receive a commercial salary and package which was 
independently reviewed regularly. Joe and Natasha’s equity growth would come as a 
result of their contribution to profit and wealth NOT in lieu of an appropriate salary. 

The new arrangement is now in place and the business venture is achieving the  
original objectives.

Business structure and capital allocation 
The shared equity model was set up as a company trustee for a Unit Trust. Nirrunga 
Dairies Pty Ltd trades on behalf of a Unit Trust named Nirrunga Trust. The Unit Trust owns 
the entire assets: land, water, cows and mobile plant. 

The capital provision was arranged with equity contributed from the two initial equity 
partners and bank debt by Joe and Tash Edwards. 

The current holdings are as follows: 

Manager Original Partners

Edwards 10% Nevill 45% Vallance 45%

Land
Water

Livestock
Plant and Equipment

Business agreement and governance 
There is a 16-page unit holder agreement. This covers issues such as: 

• Structure 

• Management 

• Covenants 

• Dividends 

• Accounts 

• Terms of agreement 

• Mediation 

• Exit 

If any of the unit holders want to exit the Unit Trust the other current unit holders get the 
first option to buy, then it is offered to outside investors. Whilst a small number of unit 
holders makes decision making easier, it makes exiting for any each unit holder more 
difficult. The level of capital is very significant and cannot always be raised by the others. 

Operational activities 
The company Nirrunga Dairies Pty Ltd receives all income and pays all expenses. All 
accounts are received and reviewed by Joe, then paid by a financial manager. Any 
dividends are re-invested in the business either in additional capital or debt reduction. It 
was important that all individuals understood that the proposal would at best be cash 
neutral to ensure equity growth from within the business. 

Joe has control on a day to day basis and formally provides weekly reports to other 
joint venture members. The other joint venture members are not regarded by Joe as 
overseers. They are resources and there is constant informal contact and interaction. 

Most individuals within the Unit Trust visit the property monthly to walk the farm with Joe, 
review operations, plan and budget and establish a program for the next month. This is 
done with the philosophy that no one person has all the answers and a collective effort 
normally results in a better outcome. 

Most decisions are reached with consensus through discussions. In the case where 
this does not occur then a majority vote decides the outcome. An independent farm 
consultant is used when an impartial view of an issue is required. 

If unit holders other than Joe provide expertise for the business there is no payment 
for this provision. It is taken as an “owner” contribution. If it became very significant, it is 
likely that this would be reviewed.
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Critical ingredients for success 
The equity partners in this arrangement have thought hard about the critical ingredients 
for success and have tried to put them into action. They include: 

• Core personal values: trust, honesty, respect, empathy

• Communication, commitment, transparency

• Honesty and the ability to review/ evaluate and accept criticism

• Good business sense and skill

• Alignment of culture between different parties and a deep understanding of dairy

• Having the correct people in place and that they have skin in the game if equity 
partners are distanced

• Clear lines for decision making and control

• Managing big projects with feet on the ground

• Measuring performance and not being precious. 
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Family Dairy Business: A start-up business with multiple  
family members

Snapshot

Location NE Victoria 

Farm operations 800 cows, split calving twice a year.
Pasture based system, milking off 1110 hectares (combination of 
irrigated and dryland grazing).
8 Employees.
Total Milk Solids in 2017-18 = circa 380,000kg. 

Shared equity 
arrangement

Testamentary trust holds the land.
Unit Trust established as the Trustee for the Registered Company 
operates the dairy business.
This arrangement separates risk and increases options for exit.

Key elements that 
make it work

• Clarity of roles and responsibilities.
• No family members currently live or work on-farm in the day-to-day 

operations.
• Farm Manager (non-relative) holds 10% share in operating entity.
• Commercial lease arrangements and commercial employment 

arrangements with all staff.
• Flexible system, evaluating and open to all opportunities (e.g. beef, 

agistment, dairy, hay/grass production, combination of all).

The history
The operating dairy business was established in 2014 as a result of the succession 
planning process that the family went through. All members of the family (both parents 
and four children) agreed that the overall intent and goal of establishing a shared 
equity arrangement was to grow family assets in the business. 

The family wanted to separate the ownership of the land and the operations of the 
business, so have set it up so that the kids are all equal shareholders of the operational 
business, while the parents are the holders of the family trust which holds the land. The 
initial set up of the business was done when the lease ended on the parent’s farm. This 
presented an opportunity for the family to establish the operational entity (Company) 
and set up their first lease arrangement between that company and the family farm.

Over the past 4 years they have successfully established two more commercial leases 
(one dairy and the other a grazing/fodder production) that allow for them to maintain 
their pasture-based system. These properties also allow for the group to consider 

alternative businesses to dairy to maximise their production potential – i.e. beef grazing, 
agistment, hay/grass production and any combination of the above.

At present, the father has completely stopped working on the farm; in 2015 he did 
a ‘house swap’ with one of the sons; and has recently moved completely off farm. 
Transition of ownership of the land will be ongoing.

A unique feature of this family business is that none of the family members are on the 
farm working full-time in the day-to-day operations, and they continue to work in their 
individual business careers. Their roles in the family business have been specifically 
around governance and setting up systems and procedures to successfully operate a 
management business that grows its base from the family owned property. 

Today 
One of the underpinning beliefs that sustains the success of this business is that they 
view and treat their staff as their number one priority. They think of them like family and 
treat them accordingly. This has resulted in them being able to successfully recruit and 
retain high quality workers and build a strong culture of excellence.

Today the farm is operated by the Farm Operations Manager. He also holds a 10 per 
cent share of the operating entity of the business which helps to align him with the 
vision and goals of the family. He is responsible for all the day-to-day operations 
and decisions on-farm. In addition, there are 4 full time employees and 3-4 casual 
employees. All employees have clear job descriptions and employment contracts that 
are in line with commercial rates, standard industry schedules and awards.

Financial management (accounts payment, payroll, etc.) is managed by the family and 
is the only operational aspect that they are actively involved in (on a remote basis) on a 
day-to-day basis. Financial reports are distributed to the group on a monthly basis by 
the Board Chairman.

In general, the family’s participation is that of a governance perspective. Each quarter 
the family has a board meeting, with the board consisting of 5 members. Of the 4 
children, 3 are directors while the other has opted to be only a shareholder. The other 
two members are the father and the Operations Manager. Each director has a clearly 
defined role and area on which they report. Decisions are guided by a Decision Making 
Matrix that was formulated in the Family Business Agreement. 
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Business structure
The land is held outside of the business in a Testamentary trust. The operations for all 
blocks of land are run through the one operational entity. The Operations Manager 
holds a 10 per cent share in the operating business. Each child has a 22.5 per cent share 
in the operational entity. Capital has been contributed in large from the family trust, with 
some bank debt.

A cornerstone of the business model is ensuring that all leases are set up at commercial 
rates. All leases that are in place are long-term. Upon establishment, each lease is 
reviewed and considered on an individual basis with consideration given to what it 
could bring to the overall contribution to the business. Terms and Conditions can, and 
do, vary between leases.

Figure 1: Ownership structure for the operational entity

Figure 2: Lease diagram
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Ingredients for success

Although there have been challenges in the start up years, the business has continued 
to grow and see successes along the way. This is due in large part to the ability of 
the family to act at a governance level and keep a level-headed, business minded 
approach to their decisions. To quote a family member, “If we didn’t structure it so 
professionally, we couldn’t have gotten where we are today.”

Additionally, the unwavering focus and commitment to find and retain engaged and 
passionate employees has shown to be pivotal for their success.

Community is at the centre of their beliefs around a sustainable business and 
employees need to also share these same values.

The future

The group is clear that they want to continue to grow. Their goal is to establish, and 
grow a business that pays commercial leases, month-in and month-out, to provide a 
management solution to retirement age farmers in their area. But they are committed 
above all else to ensure that the family farm stays in the family, so are willing to be flexible 
with their business focus, their business systems and the market to make that happen. 
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Tool 1 Affordability calculator

This Calculator shows an example approach to determining if a 
proposed shared equity dairy farming arrangement is AFFORDABLE.
In this example the Stepping Back party continues to own the land and receives a 
lease payment (or lease and capex payment) from the Operational Entity which is 
owned by both the Stepping Back party and the Stepping Up party. The Calculator 
generates an indicative cash position for each party where it is assumed that an 
affordable arrangement is one which provides enough cash for each party to meet their 
requirements in an average year.

A shared equity arrangement is at risk if it does not have the potential to generate 
adequate cash to meet the requirements of each party in an average year. 

The spreadsheet can be downloaded from: thepeopleindairy.org.au/sharedequity

It is recommended that the parties work through this step with a dairy adviser.

http://www.thepeopleindairy.org.au/sharedequity
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Tool 2 Dairy business checklist 

This CHECKLIST summarises the issues to consider in setting up a 
shared equity arrangement. 
It is recommended that the parties work with a dairy adviser to develop their arrangement 
and then each involve an accountant and solicitor to document their Agreement.

The checklist can be downloaded from: thepeopleindairy.org.au/sharedequity 

Tool 3 Model investor agreement 

This model INVESTOR AGREEMENT has been prepared as a template 
with Schedules which can be modified to suit individual circumstances. 
It has been drafted so that it will stand up to legal analysis. 
It is recommended that the parties work with a dairy adviser to develop their 
Agreement. Prior to signing, both parties should consider obtaining independent 
financial and legal advice.

This model INVESTOR AGREEMENT is made up of 3 distinct sections, each of which is 
needed to make up the complete document. 

• The Investor Agreement - Standard Clauses  
This section contains standard clauses which apply to every Investor Agreement. 
These clauses lay the foundation for the Agreement. This part of the document does 
not require anything to be added (other than signatures, of course). The standard 
clauses of the template Agreement should not be altered.

• The Schedules  
Details of the specific agreement are set down in the Schedules. For example: 
Schedule 2, lists the Investors and how many shares they own. These Schedules must 
be filled out in detail as they are an essential part of the legal Agreement. Each page 
of each Schedule should be signed by the parties at the bottom of the page.

• The Annexures  
Documents with additional information about the specific agreement are added to 
the Agreement in the Annexures. For example: Annexure 2 provides the details of the 
assets which are jointly owned. The Annexures must be kept with the Agreement.

The template can be downloaded from: thepeopleindairy.org.au/sharedequity 

http://www.thepeopleindairy.org.au/sharedequity
http://www.thepeopleindairy.org.au/sharedequity
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AFFORDABILITY CALCULATOR

This Affordability Calculator can be used to assess a potential business 
arrangement with 'Stepping Up' and 'Stepping Back' candidates.
The underlying principle behind Shared Equity investments is to allow 'Stepping Backs' 
to bring along 'Stepping Ups' to have a flexible and changing business arrangement.  
It provides an influx of youth, enthusiasm, new ideas and energy to a business.  The 
'Stepping Backs' are then able to pursue interests off the farm whilst still contributing 
at a lesser level, as well as providing mentoring and  risk sharing with the 'Stepping 
Ups'.  The new business maintains all the benefits of the longer term relationships of the 
original business.  

To assess the likely success of a shared equity agreement, it will be important for both 
parties to undergo a Personal Scan and for the business to undergo a Business Health 
Check.  Without a reasonable personal and business scorecard, a shared equity 
investment would be less likely to succeed.  A dairy adviser can assist with  
these processes. 

In this example the Stepping Back party continues to own the land and receives a 
lease payment (or lease and capex payment) from the Operational Entity which is 
owned by both the Stepping Back party and the Stepping Up party. The Calculator 
generates an indicative cash position for each party where it is assumed that an 
affordable arrangement is one which provides enough cash for each party to meet their 
requirements in an average year.

For more background information and to access the latest version of these tools, visit 
thepeopleindairy.org.au/sharedequity

Instructions - Affordability Calculator
To complete the Affordability Calculator, read these instructions (you might like to print a 
copy) and fill in the mustard colored input boxes on the CALCULATOR tab.

There are notes on the mustard colored input boxes that provide guidance as to what 
should be entered.

The information used should be based on actual financial business performance that 
is adjusted to take account of agreed average terms of trade and average seasonal 
conditions. All entries should be exclusive of GST.

Don’t forget to print for your files and/or save a copy to refer back to. Printing hint: you 
can remove the mustard background on the calculator before printing  - look for the "fill 
colour" option on the main excel toolbar. We have also included an example for you to 
refer to.

TOOL 1

http://www.thepeopleindairy.org.au/sharedequity
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Step 1 Basic farm details Details

Complete the details including a name for the Farm, the anticipated number of cows and the anticipated level of production.

Cow numbers Number of cows doing a full lactation

Milk Production Anticipated production per cow in milk solids

Cost of production Anticipated cost of production based on Dairy Base standard EBIT calculations that will include all imputed labour

Milk Income Anticipated milk income as a total per kg/MS

Livestock Revenue Anticipated proceeds of all livestock to be sold in the next 12 months. It can be a % of the adult herd, (say 15%), at cull prices

Step 2 Farm assets and liabilities

Complete the farm assets Assets

Land Based on latest market valuation or estimate

Livestock Market value of all categories of livestock at the commencement of the agreement

Mobile plant The market value (e.g clearing sale value) of all items of mobile  farm machinery

Complete the farm liabilities Liabilities

Farm Land Debt Total debt secured by the land and interest rate applied

Farm Business Debt Total debt secured by the assets of the business and interest rate applied

Operating Surplus: Cents per kg/MS based on the Dairy Base calculations for the previous season

Equity share Percentage share that each party has in the farm business ownership
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Step 3 Commercial value of equity investor employment in the farm business Details

Complete the anticipated employment by investors in the farm business

Stepping Back The commercial value of the employment the business engages of members of the stepping back team

Stepping Up The commercial value of the employment the business engages of members of the stepping up team

Step 4 Affordability Details

Complete for both parties including a dollar figure for:

Personal Costs: The best bet assessment of the personal expenditure requirements of each party.  No personal costs are paid directly by the 
farm business entity.

Finance Costs Personal The finance costs of any personal borrowings such as the family car, personal loans
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Example farm: 'Inheritance Dairy'

Farm physical and financial performance

Milking Cows: 400

Production (kg/MS per cow) 550

Total Production (kg/MS) 220000

Cost of production ($ per kg/MS) $4.80 

Milk price $6.00 

Stock sales $80,000 

Farm EBIT $344,000

Farm Assets and Liabilities

Land Acres $/acre Total value $ 

600 6,000 3,600,000

Farm Land Debt 600,000

Debt funding interest rate 5.00%

Business

Stock Number $/head Total value $

Milkers 400 1,600 640,000

Rising 2 yo's 100 1,200 120,000

Rising 1 yo's 100 800 80,000

Plant 400,000

Other Assets 0

Total business value 1,240,000

Stepping back share 70% 868,000

Stepping up share 30% 372,000

Business debt 100,000

Business debt interest rate 6.00%
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Commercial value of equity investor employment on the farm

Annual hours $/hour Total value $

Stepping back 1,500 30 45,000

Stepping up 3,500 28 98,000

Business performance

Business income Farm Profit 344,000

Business costs - Lease farm at 3% 108,000

- Cap ex fund at 2% 72,000

- Depreciation of plant 40,000

- Debt funding 6,000

Business earnings Profit before tax 118,000

Return on Asset (RoA) 9.52%

Affordability Stepping back $ Stepping up $

Lease income  108,000  -   

Employed income  45,000  98,000 

Business profit distribution  82,600  35,400 

Total income  235,600  133,400 

Costs of each party Personal Costs  100,000  50,000 

Finance Costs Land  30,000  -   

Finance Costs Personal  20,000  40,000 

Surplus funds before tax  85,600  43,400 

Notes: It is easy to see how this varies according to milk price,cost of production, level of debt on farm and business, amount of work done by each party and personal expenditure
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DAIRY BUSINESS CHECKLIST

The Australian dairy industry has developed these resources 
for assessing and establishing shared equity arrangements in 
dairy businesses. 
The best agreements are always the ones that are prepared to suit each farm situation. 

1 Check if the arrangement is affordable for all parties, using the Affordability 
Calculator [Tool 1]   

2 Use this Dairy Business Checklist to discuss key farm business elements including fair 
reward for working shareholders [Tool 2]

3 Then prepare a draft Investor Agreement [Tool 3] that addresses all ownership matters

This Checklist is important to address before there is any commitment from new parties 
to invest in the farm business. 

If the shared equity is in the dairy operations business and not the land and water, 
lease of the land and water by the business should be arranged using the Leasing Dairy 
Assets Resources Pack, thepeopleindairy.org.au/leasing

The basis of all good shared equity arrangements is mutual trust, respect and 
an understanding of each other’s responsibilities with incentive to develop the 
total enterprise. Good communication and a common ‘farming philosophy’ are 
very important.

It is recommended that the parties work with a dairy adviser for these steps to develop 
their Agreement and then each get it checked by their accountant and solicitor.

For more information and to download the latest version of the Shared Equity 
Arrangements resources and this Checklist, visit thepeopleindairy.org.au/sharedequity

TOOL 2

http://www.thepeopleindairy.org.au/leasing
http://www.thepeopleindairy.org.au/sharedequity
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1. Dates on which these discussions take place Ref for Tool 3

Date Present Schedule 1, item 4

2. Shared equity business Ref for Tool 3

Business name ABN Schedule 1, item 3

3. Investors – shareholders who are the owners of the business Ref for Tool 3

Investor 1 Name Email Schedule 1, item 2 
AND Schedule 2

Address Mobile

Number shares held ABN (if applicable)

Investor 2 Name Email

Address Mobile

Number shares held ABN (if applicable)

Investor 3 Name Email

Address Mobile

Number shares held ABN (if applicable)

Investor 4 Name Email

Address Mobile

Number shares held ABN (if applicable)

Additional if needed
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4. Directors – shareholder investors and others (eg accountant, adviser) to be part of the Board Ref for Tool 3

Director 1 Name Email Schedule 1, item 5

Address Mobile

Director 2 Name Email

Address Mobile

Director 3 Name Email

Address Mobile

Director 4 Name Email

Address Mobile

Additional if needed

5. Management Team – shareholder investors and others engaged in management roles Ref for Tool 3

Person 1 Management team leader 
Name Email Schedule 1, item 7

Address Mobile

Person 2 Name Email

Address Mobile

Person 3 Name Email

Address Mobile

Person 4 Name Email

Address Mobile

Additional if needed
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Issues to be addressed Details/What we agree Ref for Tool 3

6. Assets to be owned by business
Have you agreed on the assets to be 
purchased by the business? 

List details of the mobile plant and  
equipment, inventory of products 
and forage/grain, stock, and  
parcels of land (if land is owned by 
the Business)

Mobile plant and equipment
Details (including ID numbers)

Agreed value Annexure 2, Asset 
register

Inventory – products and forage/grain 
Details (including quantities) Agreed value
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Issues to be addressed Details/What we agree Ref for Tool 3

Stock
Details (numbers by age-group)  Agreed value

Rising 1 year-old

Rising 2 year-old

Cows

Bulls

Land and Water
Details (including Land Titles ID numbers, areas) Agreed value Schedule 1, Item 6

Other
Details Agreed value
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Issues to be addressed Details/What we agree Ref for Tool 3

7. Shares

How many shares will be issued?

Have you agreed on the timing and 
method of share valuation?

And transfer? 

What timeframes have you 
discussed for share transfers? This is 
particularly important if the overall 
objective of this arrangement is 
planned transition of ownership.

Number of shares to be issued Schedule 3 
AND
Schedule 4

Date shares issued

Initial value of each share

Timing and method of subsequent share valuation

Timing of share transfers

Number of shares to be transferred

Name of party transferring share

Name of party receiving share transfer

Timeframe for share transfer
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Issues to be addressed Details/What we agree Ref for Tool 3

8. Governance decision making

Have you agreed to the decision 
making roles required for 
governance of the Business? 

Note: see the introduction to Shared 
Equity Arrangements booklet for 
further info and suggestions.

Decisions Investors Directors Vote % Schedule 5
Decision making 
matrixAppointment of directors

Sale of the business and its assets

Significant asset purchase or development

Appointment of Chair of Directors

Appointment, remuneration Management Team Leader

Development of strategic plan for the business

Approval of annual business plan

Approval of financial budget

Approval of capital expenditure budget

Dividend payments

Change to this agreement

Acceptance of share transfers

Acceptance of new shareholders

Debt funding arrangements

Legal proceedings
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Issues to be addressed Details/What we agree  Ref for Tool 3

9.  Business strategy and plan
Do you have a shared vision for 
the business?

Do you have shared values 
about how the business will 
be run?

What are your anticipated 
timeframes to be in the 
arrangement? (will there be a 
‘lock in’ period?)

Do you have a documented 
Business Strategy (describing 
what will happen)?

Include consideration of 
infrastructure spending that may 
be needed by land owners (not 
owners of the Business).

Do you have a Business Plan for 
the next two years (describing 
how it will happen)?

Do you have shared values 
about how the farm will be run?

Discussion about business values and philosophy (date) Annexure 1

¨ Timeframe expectations of each party

¨ Approach to reinvestment in the business

¨ Approach to financial risk

¨ Production system to be followed

¨ Other aspects

Business Strategy documented (date)

Business Plan set out (date) 

Discussion about farming values and philosophy (date)

¨ Animal welfare

¨ Natural resource management

¨ Farm presentation and standards

¨ Record keeping

¨ Human resource management

¨ Relationships with service providers

¨ Other aspects
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Issues to be addressed Details/What we agree  Ref for Tool 3

10. Business income and expenses
Have you jointly completed a budget 
of projected income and expenses?

Note: using a tool like DairyBase can 
help identify historical production, 
productivity and profitability 

Have you checked the affordability 
for each party, including 
commitments not related to this 
business (Use Affordability Calculator 
– [Tool 1])

Have you modelled the effect of 
extremes in price and seasonal 
variation?

Have you agreed on business 
administration functions, banking 
and accounting responsibilities?

Which businesses do you regularly 
deal with?  If there are going to be 
changes to these service providers, 
are there likely to be any obvious 
disagreements? 
If so, address them now.

How will you decide which dairy 
processor to supply?

Historical farm profit and loss figures reviewed (date)

Budget of projected income and expenses 
prepared (date)

Affordability calculator checked (date) 

Modelling viewed and agreed (date)

Sensitivity analysis table prepared (date)

Business admin responsibilities (date)

List of service provider businesses
and contractors 

Process for deciding supply arrangements
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Issues to be addressed Details/What we agree Ref for Tool 3

11. Area to be farmed
Is there clear identification of the
land available to the shared
equity business? 

Have you agreed on the availability 
of farm buildings, structure and 
improvements on the property?

Note: if the land is not owned by the 
shared equity business, has a lease 
arrangement been agreed for each 
land title? See Leasing Dairy Assets 
Resource Pack.

Property name is:
Schedule 1, item 6

Location is:

Land Titles identification numbers and areas  
(if owned by the Business):

Dairy area (includes dairy, sheds and house)  Hectares (or acres)

Non-milking area Hectares (or acres)

Turnout area Hectares (or acres)

Excluded structures

Lease signed (if not owned by the Business) (date)
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Issues to be addressed Details/What we agree Ref for Tool 3

12. Water 

Is there clear identification of the 
water available for the  
dairy business?

Note: various water products are 
available in different regions. Discuss 
the products relevant to your region/ 
situation

Delivery Shares attached to the property ML

Annual Use Limit for the property (as outlined in the Water  
Use Licence) ML

The Annual Delivery Allowance (entitlement before incurring higher 
delivery charges) for the property ML

High/Low Reliability Water Shares to be owned by the business              ML/                 ML

River Diversion Water ML

Deep Lead Bore Water ML

Shallow Bore Water ML

Drainage Diversion Water ML

Other ML
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Issues to be addressed Details/What we agree Ref for Tool 3

13.  State of property and 
infrastructure.

Are all the investors familiar with the 
property and infrastructure?

Are any capital works required?

Have you agreed on responsibility for 
general repairs and maintenance?

Note: A checklist for standard 
lease agreements can be found at 
thepeopleindairy.org.au/leasing 

Inspection of property and infrastructure (date) 
Annexure 2

Asset register (of shared equity Business) completed (date) 

Capital works 
If land and infrastructure is leased (see Business Strategy and Lease Agreement)

Capital expenditure to be undertaken by landlord prior to and during the lease agreement: 

Capital expenditure to be the responsibility of the Business as tenant during the lease: 

If Business owns the land and infrastructure (see Business Strategy and Plan re improvements)

R and M
Where land and infrastructure is leased (see Business Strategy and Lease Agreement)

R and M to be undertaken by landlord prior to and during the lease agreement:

R and M to be the responsibility of the Business as tenant during the lease:
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Issues to be addressed Details/What we agree Ref for Tool 3

14. Machinery and vehicles
Have you agreed on the machinery 
inventory and plans for the Business 
to purchase additional machinery?

Have you agreed on availability of 
vehicle use by investors?

15. Livestock

Have you looked at historical 
production data?

Note: DairyBase can help identify 
historical herd production

Have you discussed herd profile?
Have you checked that the livestock 
are in good health and their 
notifiable disease status is declared? 

Milk production history reviewed (date)

Current herd profile (numbers, age, type) documented (date)

Changes to stock profile over next 2 years (see Business Plan)

16. Housing

Do you have a housing policy for all 
stakeholders? Who will have housing 
provided? Will they pay rent? Who is 
responsible for R and M?

Is there any anticipated expenditure 
on houses? Who will pay?

Housing policy (date)

Residential tenancy agreement (date) OR Condition report agreed and completed (date)

Agreement on expenditure on houses (date)
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Issues to be addressed Details/What we agree Ref for Tool 3

17. Investor employees

The investors working on the 
farm need to be employed in a 
commercial engagement.

Note: each investor would 
benefit from having their own 
personal development plan, see 
thepeopleindairy.org.au/  
planning-for-the-future

Agreement reached on:

¨ Hours worked (the need to record and pay for every hour)

¨ Hourly rate of pay

¨ Responsibilities to be taken on and areas of control (see Position Descriptions)

¨ Training and industry involvement

¨ Leave provisions (primarily for family, as others are covered in Pastoral Award) 

¨ Staffing levels

¨ WorkCover or Personal Insurance

Employment contract(s) (date)

http://www.thepeopleindairy.org.au/ planning-for-the-future
http://www.thepeopleindairy.org.au/ planning-for-the-future
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Issues to be addressed Details/What we agree Ref for Tool 3

18. Areas of responsibility for 
implementing the Farm  
Business Plan 

Have you agreed on who has 
responsibility for the following?    

Area of responsibility: Member of management team

Routine farming operations - including milking, mating, animal 
health, care of young stock, keeping herd records

Routine culling decisions

Breeding decisions

Feeding decisions - fodder, supplementary feeding, forage crops 
and pasture management, type and quantity of fertiliser to apply, 
water to apply

Farm developmental work

Management of employed staff

Employment of independent contractors (e.g. AI, harvesting)

Property maintenance – routine repairs and maintenance and 
general presentation 

Care of land - including trees, weed and pest control, 
maintenance of channels, drains and irrigation structures, 
effluent disposal

Farm business administration

Communication across the Farm Management Team

Other
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Details/What we agree Ref for Tool 3

19. Regular communication

Have you agreed on records to  
be provided to the Board on a 
regular basis? 

What is required (eg physical 
and financials)? 

Who is responsible? 

When are these records required? 
(eg quarterly)

Do you have regular scheduled 
communication and meetings of the 
Board? And minute taking?

Note: meetings of the Directors may 
also include broader Business team 
eg adviser, bank manager 

Do you have arrangements for 
meetings between investors  
(the AGM)?

Records to be provided to the Board: Schedule 1, item 8

¨ Incident and near-miss report

¨ Key information regarding farm physical performance

¨ Key information regarding farm financial performance

¨ Stock register

¨ Asset condition

¨ Future capital expenditure requirements

¨ Other

Meetings every ____  weeks / months OR on set dates

Minutes to be taken by
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Issues to be addressed Details/What we agree Ref for Tool 3

20. Insurance 

Have you agreed on the Business’s 
responsibility for insurance? Including 
asset insurance (see  
Lease Agreement)

Business insurance (provide certificate/s of currency) 

¨ Public liability

¨ Work cover

¨ Income protection

¨ Director's insurance

¨ Other

21. Dispute resolution 

Have you agreed to the dispute 
resolution procedure for the Business 
– as suggested in Clause 9 of the 
Investor Agreement.

Agree to dispute resolution procedure – Clause 9 in Investors Agreement (date)

22. Exit strategy

Have you discussed how an investor 
can exit if they wish to sell their share 
but the other investors (or an agreed 
new investor) are not willing to buy 
them out?

Note: discussion about exiting 
is always an important element 
BEFORE entry.

If the assets in the shared equity arrangement are stock and machinery, and an investor notifies their desire to sell their share but an 
acceptable buyer cannot be found within ____ months/years, the Business will be required to liquidate sufficient assets to pay the 
investor out. 

Schedule 1, item 9
AND
Schedule 1, item 10

If the assets in the shared equity arrangement include land (and water), and an investor notifies their desire to sell their share but an 
acceptable buyer cannot be found within ____ months/years, the Business will be required to liquidate sufficient assets to pay the 
investor out. If the property is put on the market, the sale will proceed if a genuine offer is made at the market price by either existing 
shareholders or third parties.
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Issues to be addressed Details/What we agree Ref for Tool 3

23. Other Schedule 6



Tool 3 Model investor agreement
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MODEL INVESTOR AGREEMENT

The model INVESTOR AGREEMENT has been prepared 
as a template with Schedules which can be completed 
to suit individual circumstances. It has been drafted 
so that it will stand up to legal analysis. 

It is recommended that the parties work with a dairy adviser to develop  
their agreement.

Prior to signing, all parties should consider obtaining independent financial and  
legal advice.

The model INVESTOR AGREEMENT is made up of 3 distinct sections, each of which is 
needed to make up the complete document.

• The Investor Agreement - Standard Clauses 

This section contains standard clauses which apply to every Investor Agreement.  
These clauses lay the foundation for the Agreement. This part of the document does not 
require anything to be added (other than signatures, of course).  The standard clauses 
of the template Agreement should not be altered.

• The Schedules

Details of the specific agreement are set down in the Schedules. For example: Schedule 2, 
lists the Investors and how many shares they own. These Schedules must be filled out in 
detail as they are an essential part of the legal Agreement.  

Each page of each Schedule should be signed by the parties at the bottom of the page.

• The Annexures   

Documents with additional information about the specific a greement are added to the 
Agreement in the Annexures. For example: Annexure 2 provides the details of the assets 
which are jointly owned. The Annexures must be kept with the Agreement.

The template can be downloaded from: thepeopleindairy.org.au/sharedequity 

TOOL 3

http://www.thepeopleindairy.org.au/sharedequity
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INVESTOR AGREEMENT

This Investor Agreement is made on the day set out in Item 1 of Schedule 1.

BETWEEN the parties set out in Item 2 of Schedule 1.

Recitals
A The Parties have established the formal entity listed in Item 3 of Schedule 1.

B  On the dates set out in Item 4 of Schedule 1 the parties met and discussed entering 
into this Agreement.

C This Agreement records the outcome of those discussions.

D The Schedules form part of this Agreement.

THE PARTIES NOW AGREE as follows:

1 Interpretation
 In this Agreement unless a contrary interpretation appears:

 i  Business is the business of dairy farming, and any other activity the Investors 
determine will be undertaken, as carried out by the Investors pursuant to this 
Agreement and includes the farm operations.

 ii Investors are listed in Schedule 2.

 iii Farm operations means the day to day operations of the Business.

 iv Directors are listed in Item 5 of Schedule 1.

 v Board means the Board of Directors as listed in Item 5 of Schedule 1.

 vi The land is defined in Item 6 of Schedule 1.

 vii The Management Team Leader is listed in Item 7 of Schedule 1.

 viii  Management Team means the Management Team appointed by the 
Management Team Leader from time to time.

 ix Property means the land described in Item 6 of Schedule 1.

 x Directly Related Parties means parties who are in a matrimonial relationship.

2 Term of agreement
  This Agreement will be in force until terminated pursuant to Clause 10 of 

this Agreement.

3 Business vision and strategy
  The Business vision and strategy are set out in Annexure 1 to this Agreement  

along with the Farm Business Plan which will be reviewed annually at the Annual 
General Meeting.

4 Shares
 i Investors

   The identity of all investors and the amount of each investor’s share, and 
director status are set out in Schedule 2 to this Agreement. 
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 ii Valuation of shares:

  a Timing of valuation 

  Shares will be set at an agreed value at the time of the initial issue.  This 
valuation will be maintained for an agreed period detailed in Schedule 3 
to this Agreement.  At the end of the agreed period a new valuation will 
be made and set for a further agreed period.

  b Method of valuation 

•  At the end of the agreed period detailed in Schedule 3, the assets will 
be valued at current market rates by an independent valuer and the 
shares will be valued according to that valuation for the next  
set period.

•  In the event that one or more investors notify their desire to sell their 
shares in accordance with Clause 11, the assets will be valued at 
current market rates by an independent valuer and the shares will be 
valued according to that valuation.

 iii  Share transfers

 a  Shares will be available for transfer in accordance with the procedure laid 
down in Schedule 4 to this Agreement.

 b  Save as provided for in Clause 11 of this Agreement, any transfer or 
assignment of shares to a person who is not a party to this Agreement will 
be in accordance with the Decision Making Matrix laid down in Schedule 5 
to this Agreement.

 iv New share Issues

   New share issues will be made in accordance with the Decision Making Matrix 
laid down in Schedule 5 to this Agreement.

5 Ownership of assets
 i The assets and ownership thereof are listed in the Asset Register contained in   
  Annexure 2.

 ii  The Asset Register will be updated at least annually and from time to time as 
necessary.

 iii If land is owned by the Business, it will be recorded in item 6 of Schedule 1.

6 Business structure
 i There will be a Board.  

 ii Membership of the Board is set out in Item 5 of Schedule 1.  

 iii  It is intended that the Board will be responsible for the decisions in accordance 
with the Decision Making Matrix set out in Schedule 5 to this Agreement.

 iv  There will be a Management Team Leader whose name is recorded in Item 7 of 
Schedule 1.

 v  The Management Team Leader will appoint the management team from time 
to time. 

7 Governance
 i  Decision making will be in accordance with the Decision Making Matrix set out 

in Schedule 5 to this Agreement.

 ii  Reports to the Board. The Management Team Leader will provide regular 
reports to the Board. The timing and content of the reports is detailed in item 8 
of Schedule 1 to this Agreement.

 iii   Annual General meeting (AGM) 

  a  An AGM will be held each year.  All Directors will attend and all Investors 
will be invited to attend.

  b The Agenda of the AGM will include but not be limited to the following:

• Sign off on Annual Accounts

• Reports on the last year’s performance of farm operations;

•  Resetting and approving budgets and benchmarks for farm 
operations and property ownership for the next financial year;

• A review of this Agreement including equity transfer issues;

• A review of remuneration package of the Management Team Leader;

• A review of Directors’ Fees

• A review of the Farm Business Plan.
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 iv Business Profit

  a  At any time, the Board will make decisions about capital expenditure 
using working capital, raised equity or debt.

  b  In the event that there are surplus cash funds beyond the need for 
working capital, the Board will recommend to the Investors whether to 
pay off debt or make dividend payments and the Investors will consider 
the recommendation.

  c  For the avoidance of doubt, dividends may not necessarily be made.

8 Remuneration of investors
  Investors who are employed by the Business will be remunerated in the same 

manner as if they were not an Investor and payment for such services will not be 
deemed to be payment on account of that party’s share in the Business.

9 Dispute resolution
 i Application of procedure

   The procedures set out below must be followed in relation to the resolution of 
disputes including the following: 

  a A dispute concerning either of the following:

   •  This Agreement its subject matter, the rights or liabilities under this 
document or the negotiations leading to it;

   • The conduct of the business or affairs pursuant to this Agreement.

  b   The inability of the Investors or the parties to make a decision on an issue.

  c A deadlock resulting from the casting of votes.

 ii Notice in writing.

   If a dispute arises under Clause 9(i) above the party alleging the dispute must 
give written notice to the other parties.  The written notice must specify the 
nature of the dispute.

 iii Negotiation in good faith.  

   On receipt of a notice delivered in accordance with Clause 9(ii), the parties 
must, in good faith and acting reasonably, do their best to resolve the difficulty 
quickly and efficiently through negotiation.

 iv Mediation 

  a  If the parties do not resolve the dispute by negotiation within 21 days of 
the dispute arising, the parties must, in good faith and acting reasonably, 
do their best to resolve the dispute by participating in a mediation with an 
independent mediator. 

  b  If the parties cannot agree on a mediator, then the mediator will be 
appointed by the chairperson of the Chapter of the Institute of Arbitrators 
and Mediators Australia in the state referred to in Item 11 of Schedule 1.

  c  The parties must mediate the dispute in accordance with principles 
agreed between them or, if no agreement can be reached, the principles 
determined by the mediator.

 v Arbitration

   If the dispute cannot be settled by mediation the parties agree to submit to 
arbitration by an arbitrator appointed by the chairperson of the Chapter of the 
Institute of Arbitrators and Mediators Australia in the state referred to in Item 11 
of Schedule 1.

 vi Costs of mediation and arbitration

   The parties agree to bear their own costs and that the cost of any mediation or 
arbitration will be shared equally between them.

 vii Implementation of agreement 

   The parties must do whatever is reasonably necessary to put into effect any 
negotiated or mediated agreement or other resolution. This includes exercising 
voting rights and other powers as required.

 viii Rights and obligations during a dispute.

   During a dispute, each party must continue to perform its obligations under 
this Agreement.

 ix Legal rights reserved

   Nothing in this clause prevents a party from exercising their legal rights to take 
action to enforce payment or seek urgent court relief to prevent detrimental 
action by another party.
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10 Termination
 i  This Agreement commences on its date in accordance with its terms and 

continues until one Investor, which may include directly related parties, holds  
all of the Shares or until terminated earlier pursuant to the terms of  
this Agreement.

 ii  This Agreement commences on its date in accordance with its terms and 
continues until all the assets of the Business have been sold or until terminated 
earlier pursuant to the terms of this Agreement.

 iii  Any termination of this document with respect to an Investor does not affect 
any accrued rights that Investor may have against the other parties to this 
document or which the other parties to this document may have against it.

11 Exit strategy
 i  If an Investor notifies their desire to sell their shares but an acceptable buyer 

cannot be found within the timeframe laid down in Item 9 of Schedule 1 the 
investor may withdraw from this Agreement and may sell their shares to a  
third party.

 ii  If an investor is unable to sell their shares in accordance with clause 11(i) of 
this Agreement within the timeframe laid down in Item 10 of Schedule 1 the 
remaining shareholders will meet to determine whether or not to purchase  
the shares.

 iii  If the remaining shareholders determine not to purchase the shares in 
accordance with clause 11(ii) of this Agreement, the assets of the Business 
including the land will be put up for sale.

 iv  The sale process will proceed if a genuine bid, deemed to be fair market value 
by an independent valuer is offered.

 v  The assets will be allocated in proportion to share ownership for the purpose of 
sale under the terms described in Schedule 2.

 vi  The Dispute Resolution Procedure in Clause 9 must be utilised prior to any 
action being taken pursuant to Clause (i) above.

12 Other terms and conditions
  The parties agree that the additional terms and conditions contained in Schedule 6 

form a part of this Agreement.

13 Whole agreement
  This Agreement contains the whole agreement between the parties and 

supersedes all prior representations, warranties, arrangements, understandings 
and agreements between them relating to the subject matter of this Agreement.

14 Variation of the agreement
  No variation, modification or waiver of any provision of this Agreement nor consent 

to any departure by any party therefrom will in any event be of any force unless 
75 per cent of the Investors consent to the variation which variation will only be 
effective to the extent for which it has been made or given. Any variation must be 
recorded  
in writing.

15 Severability
  Every provision or part of this Agreement will be deemed to be severable as far 

as is possible from any other provision or part thereof and should any provision or 
part thereof be void or unenforceable for any reason the same will be deemed to 
be omitted therefrom and this Agreement with such provision or part omitted will 
otherwise remain in full force and effect so far as is possible.

16 Notices
 i  Any notice required to be served under this Agreement will be sufficiently 

served on a party in one of the following ways:

  a  if left addressed to the party at the address stated in Schedule 1 for 
that party or such other address as may be notified to the sender by the 
recipient from time to time or forwarded to the recipient by post at such 
address;

  b by faxing to the party at the number stated in Schedule 1:

  c by email to the party at the email address stated in Schedule 1;

 ii  A notice sent by post is deemed to be given at the time when in a normal 
course of the post it would be delivered at the address to which it is sent.

 iii  Each party will ensure that changes in address and other contact details are 
promptly notified to the other party or parties in writing.
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17 Applicable laws
  This Agreement will be construed in accordance with the laws of the state specified 

in Item 11 of Schedule 1 and the parties submit to the jurisdiction of the appropriate 
courts of that state in respect of any matter or thing relating to this Agreement.

Executed as an agreement

Signed by

(signature)

(print name)

In the presence of 

(Witness signature)

(Witness name)
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SCHEDULES

Schedule 1

Item 1 Date of Agreement Date of this agreement

Item 2 Parties Each party’s name/telephone number/address/and email address for service of documents

Item 3 Entity Enter name of entity/ACN (if a company) and ABN 

Item 4 Dates of meetings  Record the dates of each meeting

Item 5 Directors Set out each director’s name/ telephone number/address/and email address for service of documents
Note:  There may be Directors of the Business who are not Investors

Item 6 The land Record the property name/address/description of the land/hectares/acres/ Land Title numbers and land owners 
Note: The description of the land need only be recorded if it forms part of the Assets

Item 7 Management Team Leader Record the name/telephone number/ address and email address of the Management Team Leader

Item 8 Reports to the Board by the Management Team Leader Record the time intervals and required content of reports to the Board

Item 9 Exit strategy Set out the agreed timeframe for an Investor to sell their share 

Item 10 Exit Strategy Set out the agreed timeframe for an Investor to sell their share to a third party

Item 11 Applicable laws Enter the state laws which apply (usually the state where the land is situated)
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Schedule 2 Investors

Investor name Director status Number of shares held

Schedule 3 Share Valuation Agreement

Number of shares issued

Date of issue of shares

Initial value of each share

Valuation period – See Clause 4(ii)(a)

Schedule 4 Share Transfer Agreement

Number of shares to be transferred

Name of party transferring share 

Name of party receiving share transfer

Timeframe for share transfer
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Schedule 5 Decision Making Matrix

Decisions Investor Directors Vote %

Appointment of directors

Sale of the business and its assets

Significant asset purchase or development

Appointment of chair of directors

Appointment, remuneration Management Team Leader

Development of strategic plan for the business

Approval of annual business plan

Approval of financial budget

Approval of capital expenditure budget 

Dividend payments

Acceptance of share transfers

Acceptance of new shareholders

Debt funding arrangements

Legal Proceedings
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Schedule 6 Other terms and conditions

Annexure 1 Business Vision and Strategy and Farm Business Plan

Annexure 2 Asset Register

Annexure 3 Shared Equity Arrangements Dairy Business Checklist

Annexure 4 Lease Agreement
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INFORMATION SHEET 
SHARED EQUITY INVESTOR AGREEMENT

STANDARD CLAUSES

Recitals
The Recitals provide the background to formal Deeds and Agreements.  

In this case they confirm that the parties to the Agreement have met and discussed 
entering into the Agreement and that they have reached an agreement recording 
the outcome of the discussions.  

As this is a template which can be used for different ventures a series of Schedules 
are used to record details specific to the particular enterprise.  

The Recitals confirm that the Schedules are a part of the Agreement.

Clause 1 Interpretation
This section provides particular definitions for terms which are used in the Agreement.  
When the words used in the interpretation section are used in the Agreement they are 
taken to have that meaning.

Clause 2 Term of agreement
This clause specifies that the Agreement lasts until it is terminated in one of the ways 
listed in clause 10.

Clause 3 Business vision and strategy 
A clear and agreed business vision and strategy which does not change from year to 
year is a vital pre requisite to a successful equity arrangement.  

Before proceeding to formalise the arrangement all parties should be in agreement 
and have recorded this in a document which should be annexed to the Agreement 
at Annexure 1.

Clause 4 Shares
This clause directs the parties to Schedule 2 which should contain the identity of each 
Investor with contact details and director status.

The clause provides for the value of the shares at the time of issue to be agreed between 
the parties and provides for the parties to determine when this will be reviewed.  

The agreed period for review must be recorded in Schedule 3.  At the time of review, 
the shares will be valued by an independent valuer at current market rates and a further 
time for the next valuation must be set.

There is also provision for the parties to agree on a procedure for the transfer of shares 
and the parties should record this in Schedule 4.

The parties should consider responsibility for new share issues and the transfer and 
assignment of shares when preparing the Decision Making Matrix in Schedule 5.

Clause 5 Ownership of assets
The parties must list all assets and their ownership in Annexure 2.  This must be updated 
at least annually and at other times if necessary.

If land is owned by the Investors there is provision for details to be recorded in Item 6 of 
Schedule 1.
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Clause 6 Business structure 
The template Agreement provides for the Business Structure to be comprised of a Board 
with membership details recorded in Item 5 of Schedule 1.  

The Decision Making Matrix in Schedule 5 should identify the decisions which are the 
responsibility of the Board.

The template Agreement also provides for a Management Team Leader whose identity 
must be listed in Item 7 of Schedule 1.  

The template Agreement provides for the Management Team Leader to appoint the 
management team.

Clause 7 Governance
The Decision Making Matrix in Schedule 5 requires detail to be provided for all decisions 
and the identity of the responsible party.

The parties must consider the timing and content of Board reports by the Management 
Team Leader and record this in Item 8 of Schedule 1.

This clause also provides detail regarding the agenda of the AGM.  Note that all 
directors must attend and investors will be invited to attend.

Business profit is also addressed in this clause with authority granted to the Directors to 
make decisions regarding capital expenditure and how this will be funded.  

If there are surplus cash funds beyond the need for working capital, the Board must 
recommend to the investors whether to pay off debt or make dividend payments.  

The template Agreement confirms that dividends may not necessarily be made.

Clause 8 Remuneration of investors
This clause confirms that investors who are also employees are paid in accordance with 
Australian workplace laws as employees.

Clause 9 Dispute resolution
This clause provides a detailed dispute resolution procedure. The main purpose of  
this clause is to encourage the parties to resolve disputes as they arise and as quickly 
as possible.

There is a three stage procedure.

The first stage requires negotiation in good faith.  The second requires mediation and 
if the dispute is not settled the third stage is arbitration.  There is a strict timeframe for 
proceeding to mediation which should be adhered to.

The template Agreement provides that all parties must continue to perform their 
obligations under the Agreement while the dispute is being resolved

Note that the parties agree to bear their own legal costs and to share the cost of any 
arbitration or mediation equally.

Clause 10 Termination 
The template Agreement provides that the Agreement continues until one of the 
following occurs:

• One investor holds all of the shares.  Note that “one investor” can include ‘directly 
related parties’. This is defined in the Interpretation clause (Clause 1) as parties who 
are in a matrimonial relationship.  This includes de facto and same sex partners.

• All of the business assets as defined in Annexure 2 have been sold.

Clause 11 Exit strategy
This clause sets out the process for withdrawal by an investor.  

Note:  the Dispute Resolution process must be utilised before any action is taken under 
this clause. (clause 11 vi)

It lays down a 3 step process with specific timeframes which should have been 
considered prior to entering into the Agreement and recorded in Schedule 1.

The investor may sell to a third party if an acceptable party cannot be found within the 
timeframe that the parties have determined and recorded in Item 9 of Schedule 1.

If the investor is still unable to sell their shares within the timeframe recorded in Item 10 of 
Schedule 1 the remaining shareholders must meet to decide whether or not to purchase 
the investor’s shares.

If the remaining investors still do not agree to purchase the investor’s shares then the 
business assets as defined in Annexure 2 and any land must be sold.

The template Agreement provides that the sale process must proceed if there is a 
genuine bid deemed to be fair market value by an independent valuer.  

The assets will be distributed in proportion to share ownership as entered in Schedule 2.
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Clause 12 Other terms and conditions
Because this is a template Agreement there is provision for the parties to add additional 
terms and conditions via this clause.  

These terms and conditions must be entered in Schedule 6 to be enforceable.

General clauses
The following clauses are general clauses which are included in most legal contracts.

Clause 13 Whole agreement
This clause means that the Agreement contains everything that the parties have 
agreed about. Previous negotiations or correspondence are not a part of this 
Agreement.  For this reason, it is specifically stated in the Recitals that the Schedules are 
part of the Agreement.  

Clause 14 Variation
This clause confirms that this Agreement cannot be changed unless 75 per cent of the 
investors agree and record this Agreement in writing.

Clause 15 Severability
This clause means that if a clause in this Agreement is found not to be valid or 
enforceable it can be taken out of this Agreement leaving the remainder of this 
Agreement intact and enforceable providing it is not essential for the performance of 
the Agreement.

Clause 16 Notices
The purpose of this clause is to avoid disputes about whether a notice has in fact been 
given to the other party. Each party’s details should be recorded in Item 2 of Schedule 1.  

The parties must make sure that they notify other parties in writing if their contact 
details change.

Clause 17 Applicable law
This clause ensures that if legal proceedings have to be issued they are issued in the 
courts of the state or territory where the farm business is operating.  The relevant state 
or territory should be entered in item 11 of Schedule 1.
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