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Dairy Code of Conduct - second review

Re: ADPF submission to the Dairy Code of Conduct second review

Since its introduction in January 2020, Australian dairy processors have engaged with the Dairy
Code of Conduct in good faith, working diligently to comply with its requirements and ensure
farmers understand them.

The Australian Dairy Products Federation (ADPF) supports efforts to improve industry confidence
and recognises the Dairy Code enhanced uniformity and transparency in transactions between
farmers and processors, fostering greater cooperation across the industry and enabling confident
planning and investment.

On behalf of our members, we appreciate the opportunity to provide comment to the second
review of the Dairy Code. This comprehensive review —the first of its kind, as the initial review
focused only on minor administrative items only — offers an opportunity to refine the Dairy Code
into a more flexible and commercial document.

Our responses to this review build on the ADPF submission to the Discussion Paper - April 2024,
namely:

e [Extensions of 3-year contracts

e Small business definition and exemptions

e Non-exclusive contract arrangements

e Multi-party dispute resolution and arbitration.

In relation to MSA Variation Requirements and Minimum Pricing/ Flexible Pricing Mechanisms, we
lean to a contract being able to provide flexible and transparent terms and conditions.

In relation to the establishment of an Australian Southern-Region Milk Value Indicator (previously
referred to in our submission as the Benchmark Milk Value), this has been clarified as currently
sitting outside of the Dairy Code. Whilst ADPF is initiating a scoping session for dairy farmers and
processors, any next steps will be a collective decision by both parties.

Consistent with our contributions to the Dairy Code Industry Consultation Group meetings and
workshops preceding this submission, we focus on two priorities:

1. areduction in the duration of the cooling off period
2. management of unsigned contracts.

We also clarify the intent and importance of milk swaps to the efficient and sustainable
operations of the Australian dairy industry, well outside the scope of the Dairy Code.

Finally, in relation to the timing for completion of the second review: as per the legislation, the
end date is by December 31, 2026. We ask that any recommendations and future reviews are
completed by early 2026, to best prepare for the 1 June 2026-FY27 season publishing
requirements.

We expand on this below.
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The ADPF is the lead policy and advocacy body representing the nation’s dairy manufacturing
industry — processors, traders, brokers, and marketers, which supports more than 70,000 jobs
and generates $18.5 billion in overall economic impact across products and value chains.

The Australian Dairy Products Federation —who we are.

Our members are multi-national organisations through to single-plant companies, who work
across rural and regional Australia.

They are responsible for processing about 90 per cent of Australia’s total milk pool and together
represent most of the milk, cheese, yoghurt, butter, ice-cream, and dairy ingredients produced
and marketed in Australia and sold throughout the world.

Detailed responses.

Priority 1: Cooling off period.
Recommendation:

e The Dairy Code is amended to:

l. Permit the cooling off period to be reduced to a maximum of 7 days, as agreed by
dairy farmers and processors, to balance flexibility and business certainty.

Il. Recognise the cooling off period does not apply to a contract signed after the end
of the expiry date of their previous contract and milk collection has begun.

For example, a contract is sighed on 27 June and milk collection starts on 1 July,
the cooling off period does not apply and the contract would now be ‘deemed
accepted’.

Background:

e Section 23 of the Dairy Code refers to Milk Supply Agreements (MSA) needing to have a 14-
day cooling off period, and a farmer being able to terminate the agreement with
immediate effect ‘without incurring any liability’ to the processors [23 (2) b].

e The ACCC provides that a cooling-off period is a safeguard designed to give consumers the
opportunity to change their minds about a purchase or agreement they have made".

e Consumer Affairs Victoria (2009) explains a cooling off period ‘allows a consumer to
reconsider a decision made in haste, under pressure, or without the information needed
to make a good choice’>.

¢ Itisimportant to restate the purpose of a cooling-off period in the Dairy Code, which is to
provide dairy farmers time to review contract terms and conditions in a Milk Supply
Agreement (MSA).

e Both parties have operated in ‘good faith’, negotiated, and agreed to a contract.

e However, only a farmer can terminate a contract during the cooling off period (Section 23),
with the processor potentially left with commercial damages.

L https://www.accc.gov.au/consumers/contracts-agreements/entering-into-a-contract
2 https://www.consumer.vic.gov.au/library/publications/resources-and-education/research/cooling-off-periods-in-victoria-
their-use-nature-cost-and-implications-2009.pdf
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e This canresultin significant disruptions to businesses, as well as milk volumes lost, and not
able to be replaced.

¢ Such commercial implications of unfair dealings are felt across the supply chain - dairy
processors, transport operators, ingredient suppliers, customers (retail contracts), other
farmers.

e Whilstin the minority, there are examples across processing businesses over the past few
seasons where dairy farmers have signed a contract in June and then towards the end of their
cooling off period, exercised the right to leave due to receiving a better offer elsewhere. In at
least one case, milk collection had begun. A further example was of a farmer engaging in
discussions with another processor in June, whilst negotiating on price with their current
processor. At the end of June, that supplier indicated they wanted to change to the other
processor. Being last minute, every effort was made to organise MSAs, milk collections, and
onboarding. Milk collection occurred for 12 days and then the supplier decided to enact the
cooling off period and return to the original processor — presumably for more money.

e With many contracts due for renewal by 1 July each year, this provides the farmer with at
least 30 days to consider the published contract.

e The combination of these mechanisms is novel compared to other industry codes.
e Examples of cooling off periods for other industries:

o Dairy farmer purchasing grains —nil.
o Food and Grocery Code of Conduct - nil.

o Franchising Code of Conduct - originally 7 days, amended to 14 days (noting there
is no month-long period beforehand).®

o Private purchase of a house: between 2-5 days (Tas/WA - none).
o Horticulture Code of Conduct:

e specifies a 14-day cooling off period for contracts >90 days or not
specified (initial cooling off period), OR

e the cooling off period can be negotiated between parties (of no less than 7
days).

Priority 2 - Unsigned contracts
Recommendation:

I. The Dairy Code is amended to allow for collection of milk without penalty or
uncertainty to either party. This could be through the introduction of a grace
period, a ‘deemed acceptance’ period, or amending section 16 to apply to both a
dairy farmer and processor, including the civil penalty.

1. The ADPF recommends ‘deemed acceptance’ as the preferred approach.

3 Amendments to the cooling off period in the Franchising Code of Conduct. There was great uncertainty about when the
cooling off period started, and so franchisees often experienced short timeframes for decision making. This is different to
the Dairy Code context, where farmers have at least 30 days to consider published SFAs, and then has the cooling off period
once the farmer enters an MSA.
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e Section 16 of the Dairy Code states that a dairy processor must only purchase milk under a
MSA, either written or unwritten, with a civil penalty to apply if this does not occur. There
is no reciprocal obligation or penalty to the farmer (supplier).

Background:

e The process for ensuring all suppliers execute a new agreement each supply period can be
practically challenging — e.g., a four-week negotiation period, physical number of contracts to
complete.

e Afarmer (supplier) may receive the written agreement but does not execute it before initiating
the supply of milk to a processor.

e The unwritten contract regime is potentially confusing and impracticable to implement when
there are such strict formal requirements under the Dairy Code in respect of what should be
an informal verbal arrangement:

— As per section 18 (2) and (2)(c): Written record of unwritten agreement —the processor
must no later than 30 days after entering into the MSA make a written record of the
contents of the agreement, and if a supply period of the agreement is greater than 90
days, make all reasonable efforts to obtain from a farmer written acknowledgement
that the record is complete and accurate.

e Toimprove the management of the milk collection process for an agreed period within the
Dairy Code (even when a contract is not signed or a detailed unwritten agreement is entered),
ADPF provides the following options for consideration by the DAFF:

a. The Dairy Code could include reference to a ‘grace period’ that would allow a
processor to collect milk without a signed written agreement, or before any
unwritten agreement is entered into with a supplier, and not incur a penalty.

b. The Dairy Code could provide ‘deemed acceptance’ by a supplier. For example,
once a supplier receives a written agreement but does not execute it, deemed
acceptance applies from the time the milk is collected — preferred position.

c. Section 16 could be rewritten to apply to both a dairy farmer and processor,
including the civil penalty — placing accountability on both parties for the
transaction of milk (e.g., a farmer must only provide milk under an MSA, either
written or unwritten).

Other: Farmer proposal to prohibit the use of milk swaps in the Dairy Code
ADPF Recommendation:

e Milk swaps are essential to the efficient and sustainable operations of the Australian
dairy industry. They play a critical role in maintaining efficiency, reducing freight
costs, and preventing significant on-farm milk dumping and animal welfare issues.

¢ Without milk swaps, competition in regions would be reduced.

e Milk swaps need to be distinguished from Milk trades. The first relates to the
swapping of milk volumes, the latter involves the physical buying and selling of milk.

e Both are essential practices that need to be maintained and remain well outside the
scope of the Dairy Code of Conduct.
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Milk swaps originated as a practical solution to manage milk volumes and freight logistics by
enabling processors to ‘swap’ milk on paper rather than physically transport it over long
distances.

Background:

This logistical strategy manages risk and enhances efficiency and cost-effectiveness, particularly
in regions with dispersed dairy processing facilities. For example, instead of transporting milk
from northern Victoria to the Western Districts, processors can swap milk locally, saving on
transport costs and emissions.

They are crucial for balancing supply across states, ensuring that regions with surplus milk can
support those with shortages. This is particularly important for maintaining a stable fresh milk
supply in urban markets.

Without milk swaps, competition in regions would be reduced. Processors would face significant
inefficiencies, leading to higher costs and potential disruptions in the supply chain. This would
create imbalances in supply and demand across regions, resulting in on-farm dumping of excess
milk and reductions in farmgate milk price.

Such waste would not only harm farmers financially but also damage the industry's sustainability
and reputation.

It would also mean more large trucks on the roads, damaging infrastructure, and resulting in
increased investment on maintaining roadways.

Milk swaps are critical during factory maintenance shutdowns, allowing companies to coordinate
and stagger closures. This ensures milk continues to be collected without disruption.

Milk swaps are also critical in times of natural disaster — floods, bush fires, drought — or
biosecurity threats, vital to preserving and supporting animal welfare, milk collections, and
ensuring customers and consumers receive Australian dairy products.

To prohibit them would lead to significant inefficiencies, increased costs, and potential milk
dumping, harming those along the supply chain, most notably dairy farmers and processors. A
lower farmgate milk price would be inevitable.

Conclusion

The ADPF and our members appreciate the work undertaken by the DAFF to date on the second
review of the Dairy Code and seek further opportunities to work collaboratively to refine the Code
into a fairer and more commercially efficient and workable document that supports confidence
in the viability and sustainability of the Australian dairy industry.

This must be underpinned by a genuine and comprehensive review, with a revised Dairy Code
completed as a priority to avoid any further unintended consequences.

We’ve now seen 17 dairy processing businesses publicly announce a closure over the past 2.5
years — a warning sign that the industry’s sustainability is at serious risk.

Dairy processors want to provide farmers with clear market signals and transparency about the
value of milk across Australia, needed for effective planning, investment, and industry
confidence.

The second review of the Dairy Code provides an opportunity for balanced solutions that work for
dairy farmers and processors. Collaboration and shared responsibility will safeguard jobs,
innovation, and the future of the dairy industry in Australia.
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We are available to discuss any of our responses in more detail.

Regards,

p - //
. —d

John Williams

Chair, Australian Dairy Products Federation
E: john.williams@adpf.org.au

M: 0419 349 302

Janine Waller

CEO, Australian Dairy Products Federation
E: janine.waller@adpf.org.au

M: 0409 189574
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