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ATTENTION
FARMERS & STOCKBREEDERS
Inspection of Electricity Powerlines will
be carried out by Helicopter between
30th July until 22nd September 2007
Detailed information regarding the inspection
can be obtained from your nearest ESB
Networks Area Office or Irish Helicopters Ltd at (01) 8250288

Networks
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Where now for Fonterra?

A growing proportion of

Fonterra's milk is now

sourced outside of New

Zealand. Will that trend

continue?

``Strategically we want to

source more milk, but we

are actually going to be sour-

cing less. For example, pro-

duct ion coming out of

Australia will be less. In the

US when they had 550,000

tonnes of skim sitting in the

caves in the Mid West, a lot of

that went through our supply

chains.

``But now, you will only

have the surplus going

through our supply chains.

``Go back 10 years, we were

growing somewhere between

5% and 6%. Since Fonterra

was formed in 2001, our com-

pound annual growth rate

has been about 2.8%. The

year we have just finished,

production grew by 3%. The

year just started, subject to

weather, we expect to see

quite strong growth again.

We have seen just under

100 new farms come into

Fonterra. That's a conse-

quence of positive global

dairy markets against nega-

tive global sheep meat mar-

kets. We also have a lot of

enquiries for 2008/2009.

``In the medium term, three

to five years, I think we will

still keep growing at that 3%

rate.

What are the constraints?

``Right now the constraints

are probably resources

around building new dairies

and those sorts of things. If

you take a broader view,

there are issues around reg-

ulation, water, environment,

climate change. Also land use

Ð you are getting more life-

style blocks.''

Are the days of 5-6% per

annum growth in New Zeal-

and milk production over?

``Yes. It'll be 2-3% growth in

the short to medium term.''

Has scale at farm level

continued to grow?

``Our average supplier now

will be 300 cows. The number

of farmers is also falling quite

rapidly. When Fonterra was

formed in 2001, there was

13,000. Now it's about 11,000.''

Governance structure
FONTERRA has a board of

directors as well as a share-

holders council. Can you

explain the difference?

``Our structure involves a

board of directors that focus

on the commercial outputs.

That's their sole responsibil-

ity. Strategy and grow the

value of the business. Opti-

mise and maximise the value

of the milk. The share-

holders' council deals with

the representation issues

and the softer issues of the

co-operative.''

Are you happy with that

structure?

``I am very positive as it

allows the directors to focus

on the global market, while it

allows the council to keep

farmers happy.''

How do you elect

your directors?

``Our directors are elected in

a vote amongst all farmer

shareholders.''

There is no geographic

split?

``No. Geographic means re-

presentation. For the share-

holders council, there is

geographic.''

When you spoke at the

ICOS conference in 2005,

you said it was crucial for

Fonterra to identify and

train potential future di-

rectors. How has that pro-

gressed?

``It's good. We've done two

things. For the national di-

rector elections, we put out

what we call a scorecard

around the competencies of

the directors standing. On

that committee are two direc-

tors, two from the share-

holders council and an

independent chair. They mea-

sure each candidate on five

competencies: communica-

tion; governance; experience;

strategic mind; understand-

ing financial accounts.

``Secondly, we are identify-

ing governance options 10

years down the track and

putting those people into

training. Young people, aged

30-35. Hand pick them, put

them through courses and

take them to the interna-

tional marketplace and start

them thinking.''

What about Fonterra's

capital structure?

``Capital structure is the big

issue in front of the board.

We are pursing a growth

strategy and the existing ca-

pital structure presents a

number of risks to the busi-

ness. For example, redemp-

tion risk, where a large

number of farmers seek to

sell their shares. Another

issue is that the average

farmer has about �400,000

tied up in Fonterra.

``Is it really fair that every

time they expand production

they have to put more money

into the co-op? We think our

farmers should have more

investment choice. The other

issue is, where are we going

to get the capital for growth?''

Is stock market

floatation an option?

``All options are on the table.

What I can say is that, what-

ever we do, farmers will con-

trol the business. That's

actually a given. They want

control.

``The board will present

options to farmers this Sep-

tember and a vote is likely

early in 2008.''

>> If you look at what the world

will be like in 10 years time Ð no

subsidies, reduction in tariffs,

Europe integrated into the global

market, then how would you

position the Irish dairy industry?

I don't think you would keep the

current map. The current map

looks as if Ireland is the core and

Europe is the market. If you are

looking at the globalmarket, then

it needs to evolve.

Ð Henry Van Der Hayden

No time to waste.
Talk to us now about financing your Farm Waste Management investment.

Our loan finance offers you:
• Very competitive interest rates
• Flexible repayment options*
• Bridging finance of approved grants
• The support of our specialist Agri team

*Flexible repayment options may impact the repayment amount and/or term of the loan. 
Lending criteria, terms and conditions apply. Allied Irish Banks, p.l.c. is regulated by the Financial Regulator. 

To find out more call into your local branch 
or click on www.aib.ie/farming
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