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A fl at-rate payment of €185/ha will 
be proposed in Brussels next week. 

A change to draft proposals for the 
next CAP would end historical pay-
ments by 2026 and aff ect payments 
to 90,000 farmers. 

A CAP proposal amendment, if 
passed, would require member states 
to achieve 100% convergence on enti-
tlements and move to a fl at-rate pay-
ment per hectare. This would see all 
entitlement values for Irish farmers 
move to the national average of €185/
ha excluding greening.

Some 50,233 farmers would see 
their entitlement values increase 
and 38,858 farmers would see their 
payment cut over a seven-year period.

Commissioner Phil Hogan’s origi-
nal proposal is for a minimum entitle-
ment of €139/ha (75% convergence). 

Entitlements have a minimum value 
of €111 and a maximum value of €486. 
The amendment was tabled by the 
left-leaning GUE/NGL party to the 
European Parliament’s agriculture 
commi� ee and will be opposed by 
the European People’s Party.

The agriculture commi� ee will 
vote next week, with the European 
Parliament not voting until after 
May’s elections. 

 See The Dealer, page 10

Leona Connick, aged three, checking in on a quintuplet lamb born on the 
family farm in Camross, Co Wexford. The fi ve lambs were bred from a 
Charollais ewe and Suffolk ram.\ Mary Browne

Coca-Cola 
plans Irish 
milk plant
LORCAN ALLEN 
IRISH FARMERS JOURNAL 
lallen@farmersjournal.ie

Global drinks giant Coca-Cola is con-
sidering establishing a dairy process-
ing plant in Cork, the Irish Farmers 
Journal understands. 

Senior executives in Coca-Cola have 
held a number of meetings in Ireland 
in recent months to learn about the 
Irish dairy industry.

 It has a particular interest around 
the research and development (R&D) 
capabilities within the dairy sector. 

Irish sector
Coca-Cola has visited Teagasc Moore-
park in Cork and the Dairy Process-
ing Technology Centre (DPTC) at the 
University of Limerick to get a be� er 
understanding of the R&D work on-
going in the Irish dairy sector. 

The company is increasingly 
looking to diversify away from sug-
ary drinks and has been working 

closely with the IDA in Ireland to 
potentially establish a dairy facility 
in this country. 

Coca-Cola launched its own milk 
brand in the US in 2014 called Fair-
life.  It costs twice the price of regu-
lar liquid milk and is marketed as a 
healthy drink containing 50% more 
protein and 30% less sugar than stand-
ard milk. 

In recent years, countries such as 
Ireland, the UK and Mexico have in-
troduced sugar taxes in a bid to curb 
obesity levels. This is a driver in Coca-
Cola’s strategy to diversify. 

The company recently invested 
€75m to build a new production 
facility for Fairlife milk in Ontario, 
Canada. To date, Coca-Cola has not 
brought its Fairlife brand to consum-
ers in Europe.

It is not clear yet if Coca-Cola plans 
to buy milk direct from Irish farm-
ers. In the US, the company sources 
milk direct from Fair Oaks Farms, a 
30,000-cow dairy farm in Indiana.

EXCLUSIVE
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The outcome of last week’s spe-
cial general meeting (SGM) 
of Kerry Co-op caused sig-
nificant confusion for both 
shareholders and observers 

alike. But what actually happened last 
week and what does it mean for share-
holders? The Irish Farmers Journal as-
sesses the results and asks where to 
next for the board of Kerry Co-op. 

What happened?
At the SGM meeting, shareholders in 
Kerry Co-op were asked to vote on two 
key resolutions.

The first item was a proposed change 
to the co-op’s rule book, which would 
allow Kerry Co-op to sell down its 
shareholding in Kerry Group plc below 
10%. The co-op currently owns more 
than 13% of the shares in Kerry Group, 
which have a value of €2.5bn.

This proposed rule change needed 
a simple majority (>50%) and was 
passed comfortably, with 63% of share-
holders voting in favour.

The second item on the agenda, 
which was by far the most contentious 
and caused all of the confusion in the 
aftermath of the meeting, was a resolu-
tion seeking to introduce an amend-
ment to rule 68 of the co-op rulebook 
that would ring-fence 96.5% of the 
Kerry Group plc shares held by the co-
op to be used for the sole purpose of 
a share redemption scheme. This was 
known as rule 68 (a).

In simple terms, rule 68 (a) would 
insert the share redemption scheme 
into the co-op rulebook and ring-fence 
almost all the co-op’s shares in Kerry 
Group plc to fund this scheme.

This amendment to rule 68 was 
fiercely opposed by the Sharehold-
ers Alliance group, which claimed 
the board of Kerry Co-op was seeking 
a mandate from shareholders to use 
co-op funds outside the ring-fenced 
amount to buy assets and return to be-
ing a trading co-op (ie to use the 3.5% 
of Kerry Group shares not ring-fenced 
to invest in new businesses).

This resolution required a two-thirds 
majority to pass but was narrowly de-
feated by just 17 votes at the SGM. The 
defeat of this resolution is significant 
as it is the first time in Kerry Co-op’s 
near 50-year history that a resolution 
put to members by the co-op’s board 
has been rejected by shareholders.

Trouble in the 
Kingdom as 
cracks appear

Mundy Hayes, 
chair of Kerry 
Co-op.  
\ Claire-Jeanne Nash
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The aftermath
Despite the defeat of the second reso-
lution, the board of Kerry Co-op is 
pushing ahead with the share redemp-
tion scheme as the co-op’s rulebook 
already states that the board of Kerry 
Co-op has the discretion to redeem or 
cancel shares in the co-op at any time.

In other words, the board of Kerry 
Co-op did not need shareholder ap-
proval to establish a share redemption 
scheme and the new scheme will go 
ahead regardless of last week’s vote. 
However, shareholders will rightly 
have serious questions around the ac-
tions of the board of Kerry Co-op over 
the past couple of months in how it 
communicated this vote to sharehold-
ers.

It also means there may be some am-
biguity about the actual legality of the 
share redemption scheme following 
the SGM vote. 

In a circular note and letter issued 
to shareholders in April, chair of Kerry 
Co-op Mundy Hayes informed mem-
bers that the SGM would take place in 
June to consider two resolutions that 
would both need to be passed in or-
der to introduce the share redemption 
scheme. 

On multiple occasions in this letter, 
Mundy Hayes stated that the scheme 
would not go ahead unless both reso-
lutions were passed. 

“Resolutions 1 and 2 are inter-condi-
tional and are required to implement 
the share redemption scheme. In the 
event that resolutions 1 and 2 are not 
approved by the required majority, 
the share redemption scheme will not 
operate and the initial redemption will 
not occur,” Hayes wrote in the letter.

If this is the case, then the legal foot-
ing of the share redemption scheme 
could possibly be open to legal chal-
lenge. Even today, it still states on 
Kerry Co-op’s official website that the 
share redemption scheme will not pro-
ceed unless the rule changes are made. 

In all of the buildup to the SGM 
vote, shareholders in Kerry Co-op were 
led to believe the share redemption 
scheme could only go ahead once it 
had secured the required approval 
from a shareholder vote. At multiple 
information meetings in the lead up 
to the SGM, the board of Kerry Co-op 
repeatedly called on shareholders to 
vote in favour of the scheme. 

Indeed, the first mention that the 
share redemption scheme did not 
need to pass a shareholder vote was 
during an interview Mundy Hayes gave 
to the Irish Farmers Journal a week be-
fore the vote.

In the interview, Hayes confirmed 
that the “cash for shares” scheme did 
not require shareholder approval and 
would take place irrespective of the 
result of the SGM vote. If this was the 
case, then it begs the question why did 
the board repeatedly communicate to 
shareholders that it was necessary for 

resolution 2 to pass for the scheme to 
go ahead? 

On top of this, the wording of the 
resolution put to shareholders last 
week actually differed slightly from 
the original resolution that was first 
explained to shareholders in the circu-
lar note issued in April. 

In the April circular, the proposed 
rule 68 (a) mentioned the share re-
demption scheme “approved by the 
society at its SGM in June 2019”. In the 
resolution put to shareholders last 
week, any mention of the term “ap-

The defeat of the second resolution at last week’s SGM of 
Kerry Co-op may create some legal ambiguity around the 
share redemption scheme. Lorcan Allen reports
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1,475
Shareholders in Kerry Co-op have 
applied for the newly created share 
redemption scheme

€88m
to be paid to these shareholders next 
month

€60,000
the average payout to these farmers

€2.5bn
value of Kerry Co-op

The 1,475 shareholders in Kerry 
Co-op who applied for the 
newly created share redemp-
tion scheme are in line for 
a €88m payout next month. 

Speaking to the Irish Farmers Journal
 this week, executive secretary of Ker-
ry Co-op Thomas Hunter McGowan 
said cheques would be issued to these 
shareholders by the 22nd July. 

Hunter McGowan said the aver-
age payout to the 1,475 shareholders 
who applied for the scheme would 
be around €60,000, meaning almost 
€88m will be issued in cheques next 
month. However, there is a huge range 
within this average €60,000 payout. 

At the lower end, some shareholders 
have cashed in just one or two shares 
(valued at €600 to €1,200), while at the 
higher end there are shareholders who 
have redeemed several thousand Kerry 
Co-op shares and are set to be issued 
cheques for millions of euro. Some 
shareholders have redeemed as many 
as 4,000 Kerry Co-op shares, meaning 
they would be set for a payout of €2.5m 
(before income tax). 

The value of a Kerry Co-op share 
roughly equates to just under six 
shares in Kerry Group plc. Based on 
Kerry Group plc’s share price at €105 
this week, a single Kerry co-op share is 
currently valued at almost €620. This 
means the average shareholder is seek-
ing to redeem just under 100 Kerry Co-
op shares. 

“We will be ready to issue cheques 
to shareholders who applied for the 
share redemption scheme by 22 July,” 
Hunter McGowan told the Irish Farm-
ers Journal.

“Some shareholders have redeemed 
shares but have not cashed in all of 
their shareholdings. These sharehold-
ers will be issued a certificate with the 
balance of their remaining shares by 
the 10th August,” he added. 

To fund this €88m payout to the 
1,475 shareholders who applied for the 
scheme, Kerry Co-op sold 835,000 of its 
24m shares in Kerry Group plc last Fri-
day. As a result, the co-op’s sharehold-
ing in Kerry Group plc has dropped 
slightly from 13.7% to 13.2% following 
this redemption of shares.

This is the first time that Kerry Co-
op has reduced its shareholding in 
Kerry Group plc by selling its shares to 
institutional or retail investors. Up to 

Kerry Co-op shareholders set 
for €88m windfall next month

Tomas Hunter 
McGowan, cor-
porate secretary 
Kerry Co-Op, 
based in Tralee, 
Co Kerry. \ Valerie 
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proved by the society” was removed. 

What happens next?
The defeat of the second resolution at 
last week’s SGM of Kerry Co-op means 
there could be some legal ambigu-
ity hanging over the share redemp-
tion scheme, particularly considering 
Hayes’ letter to shareholders in April 
stating that both resolutions were in-
ter-conditional and the scheme could 
not go ahead without shareholders ap-
proving both. 

However, it is doubtful whether 

anyone would actually challenge the 
legality of the scheme considering 
most shareholders want the option to 
cash in their shares. The co-op is now 
processing the 1,475 applications it 
received for the scheme and almost 
€90m will be issued to those share-
holders who applied by late July. 

Instead, the confusion created 
last week raises important issues 
for the board of Kerry Co-op. Given 
the amount of money at stake here 
(€2.5bn), shareholders in Kerry Co-op 
need to ask hard questions of their 
board members about the confusion in 
the lead up to last week’s SGM to en-
sure it is not repeated.

The Irish Farmers Journal understands 
an electoral review is ongoing in Kerry 
Co-op and will be completed by the 
end of June. This review is likely to see 
the co-op board significantly reduced, 
and possibly even halved, from its cur-
rent size of 33 members. 

If the electoral review recommends a 
downsizing of the co-op board then all 
directors in Kerry Co-op will have to re-
sign their positions and elections will 
take place in October this year to elect 
a new board. 

Ultimately, something needs to 
change at Kerry Co-op. The confu-
sion created over the share redemp-
tion scheme raises concerns about the 
shortcomings at board level. 

Remember also that Kerry Co-op is 
still fighting a case against the Revenue 
Commissioners while it is imminently 
expecting an arbitration ruling over 
its row with Kerry Group over the milk 
price paid to farmers. The relationship 
between Kerry Group and the co-op 
board has deteriorated significantly 
over recent years, meaning farmer 
representation on the board of Kerry 
Group is suffering. 

As such, the stakes couldn’t be high-
er for Kerry farmers. Addressing the 
issues at board level must become a 
priority.    

now, the co-op has spun out its shares 
directly to members who could sell 
or retain the shares as they so wished. 
Typically, most co-op members have 
retained the shares and it is estimated 
that farmers still control more than 
50% of all the shares in Kerry Group 
plc, albeit in private hands. 

Hunter McGowan said the next win-
dow for the share redemption scheme 
in Kerry Co-op is planned for later 
this year in November. It is likely that 
very few shareholders who redeemed 
shares this month will be applying 
again in November as it will be in the 
same tax year and could push some 
people into the higher rate of income 
tax. 

However, Hunter McGowan was 
keen to stress that the share redemp-
tion scheme would continue into 
the future as a voluntary scheme and 
shareholders in Kerry Co-op could con-
tinue to avail of the scheme as many 
times as they wished. Equally, he said 
that no shareholder is locked into the 
scheme once they applied and could 
choose to hold their remaining shares 
in Kerry Co-op as long as they saw fit. 

<section>Shareholders Alliance calls for 
capital scheme for Kerry shares</

section>

Following the defeat of the second resolution at 
last week’s SGM of Kerry Co-op, the Sharehold-
ers Alliance group has called on the board of 
Kerry Co-op to explore options around creating a 
new scheme that would result in a capital gains 
tax (CGT) event for shareholders. 

“We would like to see the co-op board put the 

same effort into a scheme that would be used 
by the majority of the members as they put into 
their share redemption scheme,” said Donal 
Counihan, chairman of the Shareholder Alliance. 

Kerry Co-op executive secretary Thomas 
Hunter McGowan told the Irish Farmers Jour-
nal this week that the board would now explore 
options around developing a CGT scheme that 
would run in parallel with the share redemption 
scheme. However, Hunter McGowan said any CGT 
scheme would not be in place by the end of this 
year.   

 ÁIn short
 ÂKerry Co-op shareholders rejected 

one of two key resolutions at last week’s 
SGM.

 ÂHayes’ letter to shareholders said 
both resolutions would need to pass for 
share scheme to proceed.

 ÂLegal ambiguity may now hang over 
share redemption scheme.
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50,000t
Volume of dairy ingredients 
imported to Ireland every 
year by the the infant for-
mula manufacturers. 

40,000t
Volume of infant formula 
produced at the Askeaton 
plant every year by Wyeth-
Nestle.

€110m
Bord Bia’s estimate for 
the value of the agreement 
signed with Wyeth in No-
vember 2018.
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Wyeth Nutri-
tionals, the 
infant for-
mula com-
pany which 

is owned by Nestlé, is im-
porting signifi cant volumes 
of skimmed milk powder 
(SMP) from cheaper sources 
in Europe for use in its Askea-
ton manufacturing plant, the 
Irish Farmers Journal can reveal.

Nestlé-Wyeth is understood 
to be actively importing as 
much as 30% of its SMP needs 
at Askeaton, Co Limerick, from 
countries such as France and 
Poland. The company manu-
factures more than 40,000t 
of high-grade infant formula 
powders at the Askeaton plant 
every year. French dairy giant 
Danone is also understood to 
be importing SMP for use in 
its facilities in Macroom and 
Wexford. It is estimated the 
large infant formula com-
panies operating in Ireland 
(Nestlé-Wyeth, Danone and 
Abbo� ) import a combined 
50,000t of dairy ingredients 
every year for use in their man-
ufacturing facilities. Part of this 
is because there is a necessity 
to import ingredients such as 
lactose and other highly spe-
cialised ingredients that are 
simply not made in Ireland.

However, infant-grade SMP 
is a dairy ingredient that is 
readily available from most 
Irish dairy co-ops, many of 
which have invested heavily 

in advanced processing tech-
nology and safety standards 
to meet the spec required for 
infant formula ingredients. 

Unforgiving
Speaking to dairy industry 
sources this week, the Irish 
Farmers Journal understands 
that the large infant formula 
multinationals are becom-
ing increasingly unforgiving 
in how they do business in 
Ireland. 

Through monthly tenders 
and other mechanisms, the in-
fant formula companies are 
playing Irish dairy co-ops off  
one another in terms of who 
gets to supply them with in-
gredients. Inevitably, co-ops 
are competing on price to win 
these contracts.

The Irish Farmers Journal un-
derstands the infant formula 
giants are increasingly using 
the threat of importing greater 

volumes of cheaper SMP from 
Europe to drive down prices 
on Irish dairy co-ops. 

The business models of these 
companies are no diff erent to 
any other business, in that they 

Infant formula giants import dairy 
ingredients at expense of Irish farmers

The infant formula giants in Ireland are 
importing cheaper skimmed milk powder 

ingredients from parts of Europe, writes 
Lorcan Allen

seek to source raw materials 
and ingredients at the lowest 
cost possible. 

The market overhang cre-
ated by the 380,000t of SMP 
si� ing in the European Com-
mission’s intervention stores 
over the last two years almost 
certainly played into the hands 
of the infant formula giants, al-
lowing them to source low-cost 
SMP from all over Europe and 
drive prices down in Ireland. 

Nestlé-Wyeth, Danone and 
Abbo�  are entitled to source 
raw materials from wherever 
they see fi t. After all, Irish dairy 
ingredients made by the co-ops 
are shipped for further pro-
cessing to infant formula to 
markets all over Europe, such 
as the Netherlands, France and 
Germany.

Bord Bia
It’s only a few months since 
Nestlé-Wyeth announced at 
a high-profi le event in China 
that it had signed a memoran-
dum of understanding with 
Bord Bia, to source all of its 
dairy ingredient needs for its 
Illuma infant formula brand 
exclusively from milk from 
Irish farms participating in 
Bord Bia’s Sustainable Dairy 
Assurance Scheme (SDAS). 
Bord Bia estimated the value 

Comment
Irish dairy farmers may feel 
aggrieved to see compa-
nies like Neslté-Wyeth and 
Danone importing SMP 
ingredients from cheaper 
sources in Europe rather 
than dealing directly with 
farmer co-ops. Almost all of 
the Irish dairy co-ops have 
invested in processing tech-
nology to meet infant-grade 
standards for SMP. 

However, the reality is 
that we live in a free and 
single European market 
and companies are free to 
source raw materials from 
wherever they see fi t. After 
all, Irish dairy co-ops ship 
ingredients to markets all 
over Europe and further 
afi eld. 

The biggest problem with 
the business models of the 
infant formula players in 
Ireland boils down to fair-

ness. Irish farmers, through 
their co-ops, are not being 
rewarded fairly for the dairy 
ingredients they produce, 
that are being used to mar-
ket these infant formula 
products, which are often 
selling with huge profi t 
margins of more than 40%. 

Farmers and co-ops have 
invested heavily in trace-
ability, sustainability and 
safety standards under pro-
grammes such as SDAS and 
Origin Green. 

Premiums
Yet there is almost no pre-
mium being paid for the 
milk and dairy ingredients 
being produced to these 
standards. 

At the same time, Nestlé-
Wyeth, Danone and Ab-
bott are able to sell infant 
formula products for huge 

premiums in markets such 
as China because they can 
claim the product is pro-
duced to the highest safety 
standards in the world with 
the seal of approval of the 
Irish State (Origin Green). 

By importing a signifi cant 
volume of their dairy ingre-
dient requirements from 
outside of Ireland, farm-
ers may question whether 
these companies should 
continue using the green 
image of Ireland in their 
marketing.

If the infant formula mul-
tinationals want to make a 
real commitment to Ireland 
then they need to start 
paying a fair premium to 
farmer co-ops for the dairy 
ingredients that allow them 
to make such hefty profi t 
margins further along the 
chain.Wyeth Nutritionals is an infant formula company owned by 

Nestle.

of this agreement to be worth 
€110m to the Irish dairy indus-
try every year. 

The Irish Farmers Journal un-
derstands that this is not the 
case as Nestlé-Wyeth currently 
purchases nowhere near €110m 

worth of Irish dairy ingredi-
ents to make its Illuma brand 
at Askeaton. 

In fact, industry sources es-
timate the value of Irish dairy 
ingredients going into Nestlé-
Wyeth’s Askeaton plant to be 

less than €50m. When contact-
ed by the Irish Farmers Journal, 
Nestlé-Wyeth said it does not 
comment on commercial or 
pricing arrangements as this 
is commercially sensitive in-
formation.

Infant-grade 
SMP is a dairy 
ingredient that is 
readily available from 
most Irish dairy co-ops

An advert in  China for Illuma infant formula made at Askeaton, Co Limerick.
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