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MILK CRISIS 

Legal action over clawback' 
By SIMONE SMITH 

CLEANING up corporate 
governance in Australia's larg-
est dairy processor is in the 
hands of shareholders, accord-
ing to lawyers. 

But opinion is divided about 
whether unit holders and 
shareholders should take legal 
action against Murray Goul-
burn. 

Lawyer Shahriar Mofakha-
mi, engaged to advise the Unit-
ed Dairyfarmers of Victoria on 
the milk crisis, said "any alter-
ation to corporate governance 
practices at MG is in the hands 
of the board ... elected by 
shareholders who are MG sup-
pliers". 

"But litigation might not be 
in the best interest of supplier/ 
shareholders, in instilling bet-
ter corporate governance and 
transparency practices." 

Mr Mofakhami said MG 
could alter the distribution 
paid to unit holders due to ab-
normal circumstances. He 
asked, at a recent Leongatha 
MG supplier meeting, if MG 
had investigated triggering the 
abnormal circumstances to re-
duce distributions to the unit 
holders. 

He was told MG had legal 
advice that it could not change 
the profit sharing mechanism 
(what determines the farmgate 
milk price, dividend and distri- 

butions). An MG spokesman 
told The Weekly Times that its 
product disclosure statement 
described the circumstances in 
which a departure from the 
profit sharing mechanism may 
occur. 

"MG's view was the circum-
stances of the revised April 
2016 forecast ... did not meet 
the criteria for a departure 
from the agreed profit sharing 
mechanism," he said. 

The MG spokesman also 
said most of MG's declared 
dividends were payable to 
shareholder/suppliers and this 
supported the MG board's 
view that maintaining the 
profit sharing mechanism was 
in the best interests of all 
stakeholders. 

"In addition, the board's 
view was the majority of share-
holders were not supportive of 
a departure from the profit 
sharing mechanism," he said. 

When asked about farmer 
suppliers seeking damages 
from MG, Mr Mofakhami said 
the reality was that MG has 
suffered the loss. 

"Although farmers are suf-
fering the economic impact of 
MG's loss they have not suf-
fered a 'loss' from a legal per-
spective," he said. 

"Based on the way that MG 
has structured the MSSP (milk 
supply support package), it is 
not an obligation on suppliers 

rather it is an additional charge 
on suppliers who wish to con-
tinue doing business with 
MG." 

He said the Australian 
Competition and Consumer 
Commission could seek com-
pensation and damages for 
those impacted. 

Mr Mofakhami said if the 
responsible entity was hit with 
any fines, MG would pay it 
under an indemnity arrange-
ment between MG and the re-
sponsible entity. He said 
directors' insurance could 
step-in but it would depend on 
the cover and circumstances of 
the claim. 

Either scenario could in-
crease the cost to the company, 

which would add to the exist-
ing loss suffered by the com-
pany, he said. 

The same case could be 
made for the class action on 
behalf of the MG unit holders. 

The Weekly Times asked 
MG where the money would 
come from if it faced fines or a 
class action and any impact on 
suppliers 

A spokesman said "MG has 
notified insurers of the respect-
ive claims". 

The MG spokesman said: 
"There will be a number of 
costs expected from the class 
action and regulatory investi-
gations which will need to be 
covered by MG. Significant 
executive time will generally 

need to be spent on these types 
of matters." 

However, Warrnambool's 
Dwyer Robinson Lawyers sol-
icitor Edward Mahony said 
MG suppliers were "suppress-
ing their power if they remain 
complacent about the recent 
farm milk gate price claw- 
back". 

"Farmers' rights in the (co-
operative) structure are sub-
stantial and should be 
exercised to ensure the board's 
decision is not tolerated now 
or in the future," he said. 

"The clawback has not 
taken account of the message 
relayed by MG in the 2015 re-
structure that 'Murray Goul-
burn is pursuing an optimum 

capital structure that will see 
100 per cent supplier control of 
the co-operative maintained'." 

Mr Mahony is not involved 
in any existing class action and 
his family are dairy farmers but 
do not supply MG. 

He dismissed the idea that 
shareholders or unit holders 
would be "going after their 
own" with a class action. 

Rather, he said these farm-
ers would be "ensuring that 
they remain at the heart of the 
Murray Goulburn business." 

Mr Mahony, quoting the 
Federal Court, said: "share-
holder class actions hold cor-
porations and their officers to 
account above and beyond any 
penalties imposed in the regu-
latory regimes and so contrib-
ute to a culture of good 
corporate governance." 

He said if the action were 
brought on behalf of the unit- 
holding dairy farmers, "it 
would assist in their short- 
term financial gain by way of 
potential injunction or com-
pensation for the clawback; 
which may be passed through 
to professional indemnity 
insurers." 

Adley Burstyner principal 
David Burstyner, who is inves-
tigating the possibility of a 
class action, said farmers want 
to maket ure the farmgate milk 
price claw back does not hap-
pen again. 
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On rye: Natalie Broad's dairy farm at Sutton Grange was part of Grasslands Society day organised by the 

Central Ranges branch and (inset) rye corn. 	 Picture: DALE WEBSTER 

Present this ad to your dairy 
equipment reseller and receive a 

your purchase of a packet of 
TUFFY Milk Filters. 

Made in Australia for over 25 
years and used daily by Dairy 
Farmers throughout Australia. 

If your local stockist does 
not stock Tuffy contact us 
direct. Dairy-Rite 

ruw.dairy-rite. e 
h (031N492;; 
x (03 )4761t;6 

Health fears rise 
over 'dangerous' 
dairy avoidance 
By ALEX SAMPSON 

ONE in six people avoid 
eating dairy — for no par-
ticular reason. 

Dairy avoidance has 
reached "dangerous levels" 
according to a new CSIRO 
study. 

The study found the ma-
jority of avoiders stopped 
eating dairy without a 
medical diagnosis. 

The survey, run by 
CSIRO and the University 
of Adelaide, found the vast 
majority of avoiders (74 per 
cent) were making the 
choice to relieve "adverse 
gastrointestinal symptoms" 
such as cramps, bloating or 
wind. 

Last month data from 
the Australian Bureau of 
Statistics Australian Health 
Survey showed vegetables 
and dairy were the top two 
food groups lacking in Aus-
tralian diets. 

The survey found more 
than 90 per cent of consum-
ers were not having enough 
milk, cheese and yoghurt 
for optimal health. 

Women aged over 50 
were most likely to be put-
ting their health at risk by 
not eating enough dairy, 
with only 1 in 1000 meeting 
the recommended four 

serves a day, to help prevent 
osteoporosis. 

CSIRO behavioural 
scientist Bella Yantcheva 
said the scale of people re-
stricting their diet without a 
medical reason was "very 
concerning" in terms of the 
public health implications. 

"It means there is poten-
tial for nutritional deficien-
cies or imbalances, or the 
risk that an underlying 
health condition could be 
going untreated," she said. 

Dairy Australia dietitian 
Blake Robinson said there 
was an opportunity to shine 
a spotlight on some of the 
misinformation about dairy. 

"There's a lot of misun-
derstanding around gastro-
intestinal issues, bloating 
and lactose intolerance," 
Mr Robinson said. 

"We have an ongoing 
consumer marketing pro-
gram, starting with primary 
school engagement pro-
grams, right up to health 
professional engagement 
programs to help combat 
this. 

"We target dietitians, 
dentists and GPs because 
we know they're giving nu-
tritional advice and we 
make sure they're up to date 
on the latest evidence 
around lactose intolerance." 
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sow," Mr Davis said. "(In other 
parts of the farm) Brad put in 
ore tet annual ryegrass, which 
is a cheap crop because it's a 
risky time to sow. 

By DALE WEBSTER 

A DECISION to sow rye corn 
for winter feed on a dairy farm 
at Sutton Grange this year has 
proved to be on the money. 

After an extremely dry 
spring and summer, Brad 
Broad was looking for a fast 
option to provide pasture for 
his milking herd of 200 when 
the milk price would be at its 
highest in June and July. 

He direct-drilled the cereal 
rye into a bare paddock over 
Easter hoping for a crop 
trik would fill a feed gap 
while annual ryegrass sown 
across other parts of his Cen-
tral Victorian farm became 
established. 

"It came up and nearly died 
because we'd had no rain but 
once it had some moisture, it 
shot out of the ground in about 
four days," Mr Broad said. 

"It was amazing." 
Mr Broad is about to put 

cattle into the paddock and 
will strip graze it using a hot 
wii;e until it is gone. 

"We get paid most for our 
milk in June so it's good to have 
some feed going now," he said. 

Jackson Davis, of AGF 
Seeds, said the vampire rye 
corn sown by Mr Broad had 
been bred for early vigour and 
quick root development. 

He said it had performed 
well in the light soil with 
75-100mm of rain between 
sowing and being ready for 
grazing. 

"A lot of guys use it for a 
quick feed option because you 
can graze it in six to eight 
weeks," he said. 

Mr Davis, who brought 
members of the Grasslands 
Society to the property last 
week, said there was growing 
local interest in planting ann-
ual pasture. 

"This area is dominated by 
perennial pastures but because 
of the seasons we have had 
over the past couple of years 
people are looking at trying to 

"It's a risk management 
strategy by not sowing the 
most expensive thing early 
because Brad wasn't confident 
it was going to get through, but 

DAIRY farmers will be able to 
access help for the challenging 
economic and seasonal condi-
tions through a new website. 

The site, called dairyfarmer 
central.com.au, will be laun-
ched today by the Victorian 
dairy industry and the Vic-
torian Government. 

It will allow farmers to ac-
cess a collated list of industry 
and government endorsed pro-
grams, initiatives and events 
that can support them and their 
families and as business owners. 

Links connect farmers with 
tools packaged in three 
streams: farm business man-
agement financial, farm man-
agement farmer wellbeing and 
support, and events. 

Project partners include 
United Dairyfarmers of Victor-
ia, Dairy Australia, Victorian 
Government, Australian Dairy 
Farmers, Australian Dairy 
Products Federation and Vic-
toria Farmers Federation with 

it has, which is fantastic. It will 
give him some feed after the 
rye corn and carry him 
through winter and spring," he 
said. 

the independent support of the 
Gardiner Dairy Foundation, 
which led and funded develop-
ment of the website. 

UDV president Adam Jen-
kins said there was a strong 
need to develop Dairy Farmer 
Central to "ensure dairy farm-
ers had a singular, easy-to-use 
information source" for all of 
the avenues for support avail-
able to them. 

"We are all stronger when 
we are united to face the chal-
lenges of our industry," he said. 

The project partners encour-
age the entire dairy community 
to share existing programs, ini-
tiatives and events that could 
help strengthen the content on 
dairyfarmercentral.com.au  

Those wanting to add to the 
dairyfarmercentral website can 
do so by contacting Gardiner 
Foundation business manager 
Tim Roache by email, 
tim.roache@gardinerfound 
ation .com.au 

RYE CORN 

Fast feed fills hole 

Website links up 
all sources of help 
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Burra says incentive cut pain `minima 

Deals claim: Grant Crothers. 

we have not announced that it 
won't be paid, with a 70 cent 
dollar for the last two months 
it is going to be difficult to pay." 

Mr Crothers condemned 
MG's price cut on Friday at a 
Dairy Australia Situation and 
Outlook breakfast in Mel- 

bourne, where he questioned 
the panel of processor bosses, 
including MG chairman Philip 
Tracy and the Australian 
Dairy Farmers acting presi-
dent David Basham. 

Mr Crothers asked about 
deals - "common to corpor-
ate farmers, under-the-table 
cash amounts to independent 
farms, low interest loans, New 
Start allowances and other off-
the-chart productivity incen-
tives that have been paid and 
are being paid to entice farm-
ers to one factory or another" 
- and if they would continue. 

Mr Tracy defended MG. 
"It is wrong to say that all of 

your accusations are true, be-
cause I don't think they all 

are," Mr Tracy said. "We take 
our responsibility very, very se-
riously. We have got 2600 sup-
pliers around the country, they 
look to us for leadership in try-
ing to smooth our way through 
this volatility. We try and do it 
in a fair and equitable way." 

After the breakfast, The 
Weekly Times asked Mr Croth-
ers about proof of these "deals" 
He replied, "It is common 
knowledge that it goes on in the 
industry. I don't need proof." 

He said he knew of corpor-
ate farms that had been en-
ticed by "lucrative offers from 
others - production incen-
tives that were off the chart". 

Burra Foods did not "play 
that game", he said. 

openly saying the price was too 
high," he said. 

"But we had another com-
pany saying 'I can do that or 
better.' Then, they cut the 
price." 

Mr Irvin said Bega Cheese 
would "hold and take the pain" 
at $5.60kg/MS "to build trust 
over a long period, by my ac-
tions now by my words, not by 
my rhetoric". 

His scathing assessment of 
MG also included questioning 
why MG had retained a profit 
this year of $39 million to 
$42 million when they are 
slugging farmers with up to 
$200 million worth of debt. 

Mr Irvin also blasted MG 
about how it was almost "im-
possible" to work out the MG 
price for May and June as it 
was "hidden by something 

Clash: Bega 

Cheese executive 

chairman Barry 

Irvin (above) and 

(left) Murray 

Goulburn 

chairman Philip 

Tracy, 

Pictures: 

GREG SCULLIN 

called a milk supply support 
program". 

"It sounds like a collective 
loan to me," he said. 

"Sure all banks are going to 
announce housing purchasing 
support programs soon. 

"If you give somebody 
money and ask for it back with 
interest, to me that is a loan. 
And that is what it should be 
called and the speaking should 
be plain." 

Mr Tracy defended MG and 
said its public announcements 
had been "very clear" with 
what the risks were and ex-
plained how there were factors 
beyond the control of MG 
moved against them very 
quickly. 

Referring to global markets 
and specifically demand for 
certain products as well as the 

Australian dollar exchange 
rate. 

"We are very disappointed 
by our actions and how it 
turned out but we can only call 
it as we see it," Mr Tracy said. 

He also hit back at Mr Irvin 
telling the room MG had been 
fair in supporting its farmers 
and most payments from its 
profit would go to farmers as 
dividends. 

"We must remember that 
roughly two thirds of that pool 
is paid out in dividends to 
shareholders, which are farm-
ers, and one third goes to unit 
holders, thereabouts," he said. 

"So, of that $40-odd million 
quote, just under $30 million 
will flow to farmers. Even if it 
went to zero, if we varied from 
the profit sharing mechanism, 
the impact in cash in extra pay-
ments to the farmers would 
have been something like one 
third of one cent. If you are 
going to be practical about it 
and think about the numbers, 
that is not significant, one third 
of one cent is not significant." 

Mr Tracy defended the MG 
"milk supply support package" 
and said it was to reduce the 
impact of the price cut for 
autumn calvers. 

Production 
Cow numbers 
	

360 
Kg milk solids/cow/day 

	
1.86 

Litres/cow/day 
	

24 

Fat % 
	

4.21 

Protein % 
	

356 
Grazing and Supplement Feeding (kg DM per cow) 
Concentrate @ 12.5 MJME & 16% CP (pellets @ $338/tonne) 	10 
Purchased feeds (/kg DM) 	 0 
Home grown feeds (/kg DM) 	 2.75 
Area in rotation (ha) 	 88ha 

Rotation length (days) 	 29 days 

Pasture (KgDM approx.) 	 6.37 
Daily Income over Supplementary Feed Costs (10SFC) 
May Milk Price ($/kg milk solids) 	 $7.60 
Purchased feed Cost/cow. 	 $3.38 
Supplementary Feed Cost/cow 
IOSFC/cow 
IOSFC/ha 	 $14A6 

Comments: 88ha is available for the herd to graze (35.57ha of 
perennial pasture, 1.88ha of fescue and 50.55ha annual pasture). 
The herd have been grazing pasture twice per day for most of the 
month with hay and silage gradually removed from the diet. The 
result of all-pasture has been a reduction in litres, a cut in fat test 
and slight increase in protein, but an increase overall in margin 
over feed costs. Cereal hay was added and cows offered 3ha of 
pasture in 24 hours. Calving complete. Fixed time insemination 
occurred with 84.7 per cent of 222 autumn cows submitted. 

GippsDairy 
Mlrboo North 
Date: June 5 

Farm area: 115ha 

.Production 
Cow numbers 117 
Kg milk solids/cow/day 0.96 
Litres/cow/day 10 
Fat % 5.6 
Protein % 4 
Grazing and Supplement Feeding (kg DM per cow) 

Barley costing 29.7c/kg DM ($270/t) 3.6 
Pasture silage costing 120/tDM 4 

Pasture (kgDM) approx 5.6 
Area in rotation (ha) 115 
Rotation length (days) 40 

Grazing area (ha per 24 hours) variable 
Daily Income over Supplementary Feed Costs (OSFC) 
June Milk Price ($/kg milk solids) $4.70 

Income/cow 4.51 
Supplementary Feed Cost/cow 1.43 

IOSFC/cow $3.08 
IOSFC/ha $3.08 

Comments: Milkers going into 2000kg/DM pasture cover grazing 
0.5ha/clay. Silage ends this week. Diet then grain and pasture. 149 dry 
cows SOC July 12 strip grazing lha pasture/day with back fence. 58 R2 
heifers strip grazing 0.5 ha pasture/day. 72 R1 heifers fed pasture in 
four-day shift. Dry cows, heifers and milkers all on milking area. 
Dry cows moving to lease block in three weeks. 

Timboon 
Date: June 6, 2016 
Farm Area: 303ha 

Production 
Cow numbers 656 
Kg milk solids/cow/day 1.98 
Litres/cow/day 26.5 

Fat % 3.78 

Protein % 3.67 
Feedbase 
Grain costing 40.9c/kg As Fed (44c/kg Dry Matter) 9.0 
Oaten Hay 28.2 as fed c/kg (31.3c/kg Dry Matter) 1.5 
Maize Silage (incl some green chop) 4.5 

Pasture (kg Dry Matter) approx 4.3 
TOTAL Dry Matter Intake (DMI) 19.3 
Area in rotation (ha) 288 
Rotation length (days) 35 
Grazing area (ha per 24 hours) 8.2 
Milk income over supplementary feed costs 
June Milk Price ($/kg milk solids) $6.75 
**Income/cow $13.37 
Supplementary Feed Cost/cow $5.21 
IOSFC/cow $8.15 
IOSFC/ha $17.65 

Comments: Pasture growth has picked up with plenty of 
moisture. Rotation is still held out and feed wedge is building. 	_ 
Conserved forage supplies getting down but will last until pasture 
availability picks up. Second application of nitrogen due to go out. 
First pregnancy test due June 17 for first six weeks of mating. 

BREAKFAST BLOW-UP 

Bega boss slams MG 
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By SIMONE SMITH 

BURRA Foods boss Grant 
Crothers has defended his 
flagged cuts to farmgate milk 
price incentives, saying they 
will have a "minimal" impact on 
suppliers compared with other 
industry price reductions. 

Mr Crothers signalled the 
Burra Supply Incentive "may 
not be issued this season" after 
Murray Goulburn's cut to the 
base price of milk. 

"It is not significant in the 
scheme of things when you 
compare it to what Murray 
Goulburn are paying. We are 
paying the standard price to 
average out to $5.60," he said. 

"It is not that significant and 

By SIMONE SMITH 

THE boss of Bega Cheese says 
his company has been hit by 
milk price cuts, despite holding 
its opening price this season. 

Executive chairman Barry 
Irvin told the Dairy Australia 
Situation and Outlook break-
fast last week trust was "built 
by your actions, it's not built by 
rhetoric" and condemned 
Murray Goulburn for cutting 
its farmgate price this season. 

Mr Irvin said the actions of 
MG meant the industry had a 
"long way to go to build trust 
back". 

"Sadly, for me, I've spent 
my life trying to build trust 
and I'm actually impacted by 
this," he said. "Because the 
suspicion doesn't stop at a par-
ticular company, the damage 
to the industry goes across the 
industry." 

Mr Irvin was part of a panel 
that included Fonterra Ocea-
nia managing director Judith 
Swales, MG chairman Philip 
Tracy and Australian Dairy 
Farmers acting president 
David Basham. 

Mr Irvin told the partici-
pants, who included industry 
service providers, farmers and 
farmer representatives, the 
dairy industry needed to ad-
dress the recent cuts and talk 
about them publicly to ensure 
they did not happen again. 

"Why am I upset? I'm upset 
because in April I was going 
around supplier meetings and 
was getting a pretty hard time 
from my farmers in Victoria 
telling me that $5.60 (a kilo-
gram of milk solids) wasn't 
enough and surely I had some 
more," Mr Irvin said. 

"And I kept saying, 'Believe 
me, guys, that is the best we 
can do. We are pushing as hard 
as we can to deliver you that 
number.' 

"Their response was that 
MG says they are going to do 
better. 'Why can't you compete 
with MG? Aren't you good 
enough?"' 

He said no farmer was ex-
pecting a price cut. "Some were 
in fact expecting a price in-
crease" based on comments 
made by MG. 

"Then, when MG cut - and 
I want to be fair here - no 
suppliers were mentioning 
Fonterra because Fonterra was 

Murray Dairy 
Kyabram 
Date: June 5, 2016 
Farm Area: 272ha 
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