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Is TAF’s second vote a 
déjã vu moment?
AFTER MONTHS of dis-
sension, denials, criti-
cism and rumblings 
Fonterra has decided 
to hold another vote on 
its controversial TAF 
(trading among farmers 
scheme.

As famous US base-
ball figure and cultural 
icon Yogi Berra would 
say, “It’s deja vu all over 
again.”

Yet it was only back in 
February that Fonterra 
chairman Henry van der 
Heyden ruled out a second 
shareholder 
vote on the 
controversial 
share-trading-
among-farm-
ers plan. 

The TAF 
scheme 
involves offering the 
public NZX-listed units 
in Fonterra shares to help 
shore up the co-op’s cap-
ital base. As things cur-
rently stand, it is obliged 
to cash up farmers’ shares 
if they want to leave the 
co-op or reduce milk 
supply.

This means the balance 
sheet is subject to pos-
sible future runs on capi-
tal, if dairy farmers’ own 
finances come under pres-
sure because of drought, 
market collapse or disease 
– or simply if they decide 
to supply a Fonterra rival.

Obviously buoyed by 
the November 2010 vote 
– when Fonterra first put 
TAF to its shareholders, 
where the proposal gar-
nered nearly 90% support 
from farmers – the board 
will have been confident of 
shareholder support.  

In the ensuing 18 
months Fonterra ploughed 
ahead undeterred with its 
plans, dismissing any crit-
icism or concerns raised 

about the proposal as 
the ramblings of a loopy 
minority. Critics claim 
little detail has been made 
available to shareholders 
about TAF and they have 
become alarmed about the 

potential for losing con-
trol of the company via 
a proposed shareholder 
fund.

This vacuum has seen 
TAF opponents, led by 
South Canterbury dairy 
farmer Leonie Guiney, 
claim TAF is little more 
than a Trojan horse (or 
should that be a Trojan 
bovine) for listing the 
farmer-owned co-opera-
tive on the NZX. 

She told the primary 
production select commit-
tee hearing submissions 
on the Dairy Industry 
Restructuring Act (DIRA) 
that provisions for TAF 
within Fonterra would 
enable overseas institu-
tional investors to form 
“highly organised, well-
funded lobby groups and 
inevitably exert downward 
pressure on milk price – 
for dividend and share 
appreciation”. Guiney 
and her supporters claim 
TAF will open to over-
seas investors “the sale of 
the century” they’ve been 

waiting for.
So what has made van 

der Heyden and Fonterra 
now blink and opt for 
another vote? 

I’m guessing van 
der Heyden, who steps 
down at the end of the 
year, would have been 
having one of those déjà 
vu seasons, with recur-

ring nightmares about the 
last time he tried to pro-
mote a capital restruc-
ture scheme. In 2007 
a major push-back by 
farmer shareholders saw 

his initial capi-
tal restructuring 
plans – dividing 
the co-operative 
into a supplier-
owned co-op 
and a listed com-
pany – dropped 

quicker than John Banks’ 
credibility.

Despite the white 
knight’s consistent and 
continued promise that 
Fonterra will remain 
100% farmer-owned and 
controlled, his reassur-
ances have fallen on deaf 
ears in some parts of the 
shareholder base. Van der 
Heyden and Fonterra’s 
cause has not been helped 
by scaremongering by pol-
iticians such as Labour’s 
agriculture spokesman 
Damien O’Connor, who 
claims Fonterra will “fall 
into outside investor 
hands in very short order” 
if TAF is introduced.

The Fonterra chair 
told the primary indus-
try select committee, that 
TAF will enable Fonterra 
to “remain the national 
champion our farmer 
shareholders and New 
Zealand need”.

“We need a stable per-
manent capital base to 
implement our refreshed 
business strategy that 

will drive returns for our 
shareholders, and to also 
protect the co-op from 
future shocks such as a 
major drought.”

So democracy rules 
and Fonterra sharehold-
ers have now been given 
another shot at voting.

It is unlikely the out-

come will be much dif-
ferent from the 2010 
vote – but perhaps with 
a smaller majority. How-
ever, TAF opponents can 
always call on another 
‘Yogism’ for hope and 
inspiration on a ‘no’ vote:  
“It ain’t over ‘til it’s over.”

Watch this space!

As famous US baseball 
figure and cultural icon 
Yogi Berra would say, “It’s 
deja vu all over again.”
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hAsTINgs - hEART OF ThE hAwkE’s bAy

gRACELANDs 2-bEDROOM VILLAs 
Available from $260,000*

Villas have a heat pump, conservatory and single car 
garage with internal door access. Plus, each has a small 
garden area.

wARkwORTh - gATEwAy TO MATAkANA

TOTARA PARk COTTAgEs 
Available from $220,000*

1 and 2 bedroom cottages each with lock up garage. 
Fully refurbished cottages now available for viewing.

PICTON - CENTRE OF MALbOROugh sOuNDs

MARINA COVE APARTMENTs 
Available from $250,000*

Two bedroom apartment, set back from the waterfront. 
Comfortable and well-appointed with full kitchen, semi 
ensuite bathroom, good access and emergency call system.
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