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	Today
	Last Week
	Change
	4 Weeks Ago
	Same Week 2008
	12 month average

	Clean
	0.25ppl
	0.25ppl
	-
	0.20ppl
	0.95ppl
	0.45ppl

	AMPE
	19.50
	
	+0.40ppl
	19.10ppl
	26.20ppl
	22.28ppl

	MCVE
	24.73
	
	+0.08ppl
	24.65ppl
	29.56ppl
	26.48ppl

	£ : $
	1.58
	1.59
	
	1.47
	
	

	£ : €
	1.15
	1.14
	
	1.11
	
	

	Crude Oil
	$67
	$62
	
	$51
	
	

	Wheat
	£123
	£122
	
	£113
	
	

	Soya meal
	£316
	£320
	
	£303
	(Raw material sources – BOCM PAULS)
	


Court judgment highlights the theft and bribery involving middle ground suppliers – Freshways and Johal Dairies  

It’s well known that the middle ground is highly competitive and dodgy dealings are often used to sell milk. The trouble is there’s never any proof of this. Until now.  An extraordinary High Court trial has given an indication of exactly what the likes of DFB has been up against. 
Middle ground supplier, Johal Dairies has been found to have acted unlawfully by a High Court judge by paying an illegal immigrant £40,000 to steal invoicing information from its competitor JN Dairies (JND). These documents contained the volumes, addresses and prices, which it was supplying its customers. Johal then used this information as part of its turf war against JN Dairies.  The immigrant later fled to India, with a bag full of cash and a plane ticket provided by Johal.  But that wasn’t the only revelation. For the first time damning evidence came to light over the tactics employed by Johal to flog its milk. Customers testified they had been offered cheap milk by the company, with one offered four weeks milk supply free and another offered free milk for three months.  JN Dairies source all of their milk exclusively from Dairy Crest who are also the main suppliers to Johal followed closely by Freshways.  

But it doesn’t end there either. In a reference to a separate and previous incident (2004) it was revealed that Freshways, whose owner Rajinder Nijjar, is related to the Johals, had also been involved in similar activity to Johal by suborning a person who had access to the computer system of a rival dairy to produce similar information from the computer records about the names and identities of customers, the orders they placed, and the prices paid. The action was settled by a payment of a whopping £2m by Freshways to the unnamed other dairy, with a £1m guarantee provided by  Johal. Murky stuff indeed. And costly. It is thought the case could cost Johal up to £1m, as well as its lost honour in the communities it serves.  Step forward FFA and The NFU who need to be requesting an urgent meeting with top people at Johal where they should explain their operating procedures.  Such incidents are straight forward theft and as we all know it is extremely difficult to convince people that a leopard can change its spots.  

The case was yet another victory for the Rottweilers at Burges Salmon, who represented JN Dairies and another defeat for the Poodles at Druces and their QC Tim Lord, who represented Johal’s in this case and Freshways in the other one.  Burges Salmon’s, William Neville who acted for JN Dairies commented "It is rare to encounter such an extreme case resulting in such extremely unfavourable findings.  Johal denied that the theft had even occurred, denied having arranged the theft, denied receiving the stolen invoices and denied using the stolen invoices.  On all counts Johal have been found to have been somewhat less than candid.  Whilst the middle ground is notoriously tough my clients felt compelled to take action to protect their business and the matter will now pass to the Crown Prosecution Service".  

The fines and remedies will be dished out by the Court in July following which there is a strong possibility the Crown Prosecution Service will take the case further.
DFB receiver closes Blaydon and Bridgend  DFB’s receiver Mr Oldfield has today closed his final two ex-DFB liquid factories at Blaydon and Bridgend, resulting in more redundancies and pain.  With Lincoln closed earlier this week it means out of 9 of the co-op factories acquired by DFB 8 have been closed and only one sold, leaving hundreds of farmers having paid for rationalization of UK dairy processing and a handful of top executives lapping up a drip feed of cream.
Battle to secure ex DFB members almost insults the intelligence of producers  Following a manic and chaotic few days last week when DFB farmers were running around like headless chickens trying to find contracts there is now almost a milk buyer’s battle to secure supplies following Milk Links acquisition of Llandyrnog.  In a truly unbelievable turn of evens some of DFB council members appear to be championing their preferred buyer almost to the point of confusing farmers with suggestions of some mythical milk contracts only paying 14 or 15p litre as well as employing other “dirty tactics”. This is certainly confusing farmers further but one thing should certainly not confuse ex DFB farmers “why listen to advise from DFB people who helped create the problem” but still want to rock the boat and presumably, as well as been seen to help producers out some are manoeuvring in to yet another industry position. What a tangled web they weave as they tour the country still on the payroll only now at the expense of HSBC.  But they cannot be so naïve as not to realise PWC are keeping them sweet to give PWC a free hand in what it does and how it does it without involving others?

Ex-Dairy Farmers of Britain members must not bury their heads in the sand and expect someone to take decisions on their behalf  It would appear that whilst a large number of DFB farmers have already made arrangements to have their milk collected by another milk purchaser up to 300 plus with 150 million litres have failed to find a new buyer with some burying their heads under the sand hoping someone will make a decision for them.  Given the mass exodus and the need for the receiver to get in and out as quickly as possible in the interests of creditors, there is a real possibility that those who are still selling to the receiver may simply receive a letter stating the receiver is no longer picking up your milk from x days or find the receiver has allocated the collection to another milk purchaser/broker (see story below).  One declared to us he wanted to be last to leave the good ship DFB believing some white knight would come riding over the hill to save the day.  Well, if he fails to sign a contract with the receiver by noon on Monday 15th the receiver will no longer be collecting his milk beyond the 16th June.  Once that deadline passes it will be clear who has no arm bands on and is about to go under water for the third time with no manual on how to learn to swim.  
Arla, Wiseman and Dairy Crest have signed up ex-DFB producers where they have demand for the extra milk or with producers who had committed to supply them before receivership and Llandyrnog demand is the focus of Milk Link’s recruitment.  Meadow and First Milk are effectively brokers accepting ex-DFB producers but even they are not there to act as milk buyers to all of them.  Particularly in North Yorkshire and Durham there are some farmers and representatives of organisations who seem to believe milk purchasers have some sort of social responsibility to charitably offer contracts to all DFB affected farmers.  Well in the real commercial world that’s not how it works.

U-turn by First Milk could be part of an agreed plan with PWC  Numerous farmers across DFB’s area, but particularly in the North East, have been informed today that First Milk are not taking on any more DFB producers or counter-signing existing contracts already signed by producers.  If true this leaves an estimated 200 producers in Yorkshire and Durham with little prospect of a milk buyer.  So why the U-turn?  We have attempted to clarify the position but our best guess is that a deal is in the making between the receiver and First Milk.  Clause 11.2 of the receiver’s milk buying contract, which commences on the 17th June, allows the contract to be assigned to a DFB successor.  Best guess is First Milk will step forward to take most if not all these contracts from the receiver on mass very soon hence their refusal to take on anymore DFB producers.  If that happens it will be interesting to see which remain on the rolling 1 month contracts, which are dumped and which are elevated to juicier contracts.
5p guarantee still worries some DFB members  As if losing 5 weeks milk money was not enough medicine to swallow there were unfortunately a number of DFB members who elected to stay on a 4 month notice contract in return for which they had to offer a 5p per litre guarantee against others who opted to sign a new 12 month contract which removed the 5p guarantee.  There question is will HSBC or PWC pursue the farmers for this guarantee?  From a PR point of view if HSBC instruct PWC to pursue this guarantee they will certainly be in a bigger hole than they already are and will not find any farmer’s sending cheques by return.  Ian’s money is on the bank seeing common sense and ignoring the guarantees.

May milk production drops 27.5million litres  May production was down 27.5million litres (-2.3%) on May 2008, weighing in at 1.198 billion litres.
French complete the purchase of Lubborn Cheese from DFB receiver  Lactalis have now completed the purchase of DFB’s Lubborn factory, which has been under negotiations for several weeks and was so close it was not part of DFB’s receivership.  In a deal which is understood to be close to the original offer price of  £10.5million, Lactalis have stated they will continue to receive milk from the same farmers and employ the same staff.  The Lubborn factory received numerous bids from a wide array of domestic and foreign bidders and fingers crossed for the staff and suppliers that Lactalis do not simply close it down in due course and export its production to France.  Clearly letters sent to Pat Tomlinson at HSBC had no effect on the outcome of the sale. 
Milk Link finally agrees to purchase DFB’s Llandyrnog Creamery  The not so secret negotiations between Milk Link and DFB unfortunately were not concluded before it went into receivership last Wednesday.  However within 48 hours of tough negotiations with the receiver a deal was agreed. Milk Link’s bid pre-receivership included recognition that Llandyrnog’s farmer supplier base could be assigned to them and by the time the deal was nailed on Friday afternoon Milk Link was buying a factory without a farmer supply base for several million pounds less than was on the table a few days earlier. Milk Link has now joined the battle to sign up suppliers to the creamery.  

Former DFB customer seeking organic and Channel Island milk producers  Windmill Foods (Flitwick) Limited have been purchasing the lion’s share of their milk from DFB and are now faced with finding new suppliers with a view to signing them direct.  Anyone interested should contact Kevin on 07850 153738 or email windmill_foods@btconnect.com
Prompt banking of DFB cheques has paid dividends  The delayed loanstock interest cheques once received were immediately banked by those who were wide awake and for them the money cleared.  For those who were not so prompt the cheques have or will not be honoured with minimal chance of any future pence in the pound payment.  More arguments within families as to why a cheque was not banked earlier.
Saputo immediately release protesting farmers from any contract  Carmarthenshire processor Saputo has offered to release any protesting and dissatisfied farmers from their contract with immediate effect without notice.  This follows earlier releases in April.  However, those who do leave early will be hit with a 6p seasonality deduction which adds more insult to injury when you know they already pay one of the lowest prices in the UK.  How long before someone challenges a 13p milk price and how long can Saputo conduct themselves in this manner?
Milk Link delivers reasonable results in difficult conditions but there are a few disguised facts behind the numbers  Under the black clouds hanging over from the chaotic end to DFB Milk Link has released a reasonable set of results but perhaps not as excellent as their spin doctors would have everyone believe.  Behind the numbers, which are well publicised, are a few interesting nuggets for consideration:

1. This year’s results are for a 53 week period ending 4th April so it is not accurate to compare them with the previous results which were for a straight year.

2. Mention is made of the £4.1million processing interest payment representing 10.8% return on member’s qualifying loans, however, during the year they have banked more in member retentions than the £4.1million effectively equating to the interest payment money coming from new retention.

3. The published pre-tax profit was £484,000 and not the £10.1million trumpeted.  Allowing for a current tax charge of £480,000 translates to a break even position.  However, by not putting their member levy through the P&L their cost of sales is understated by £4.74million.  If you add this into the calculation it gives a nett loss of £4.25million.

4. In a year of financial crisis and a property slump Milk Link has re-valued its properties adding a healthy paper £11.3million to the balance sheet.

5. Within the balance sheet is £23million of goodwill as an asset.  Goodwill was the very issue Messrs Strickland and Cooksey defended in 2007 and 2008 to Ian when he questioned DFB’s accounts.  It can vanish at anytime.
6. Pensions are always an interesting area and will be the subject of future jottings by Ian.
Overall Milk Link members should be satisfied with the results even if they are not as sparkling as they first appear to be.  
All views expressed in this bulletin are those of Ian Potter Associates and a shed load of dairy farmers. It is necessarily short and cannot deal with the various issues that arise in any detail. As a result it must not be relied on as giving sufficient advice in any specific case. Every effort has been made to ensure the accuracy of the content but neither Ian Potter Associates nor Ian Potter personally can accept liability for any errors or omissions. Professional advice must always be taken before any decision is reached


