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Summary

First Milk in numbers
Turnover £283m

Operating Profit £7.5m

290

7.5

£283m

280

£283m
Sales for 20192020 increased
by 4% to £283m

260
250

£272m

4%

£253m
FY18

FY19

FY20

Increase in
operating profit
year on year

Net Debt £33.1m
46

£44.9m

£33.1m

£6.6m

6.4

FY18

FY19

FY20

£39.8m

30

£27.4m

£31.8m

20

25%

12
0

6.7

40

£41.1m

23

Net debt down
year on year

7.0

Net Assets £39.8m

35

20%

£7.2m

7.2

270

£7.5m

FY18

FY19

FY20

Net assets up
year on year

10
0

FY18

FY19

FY20

Relative Milk Price Index
106%
104.1%

104%

£8m

Delivered relative milk
price improvement of
nearly £8m over
3 years

210
More than 210
employees

102%
100%

100.6%

98%
96%

FY18

FY19

800m

175m

99.3%

FY20

120

11%

young farmers
participating in
Next Generation
Programme

reduction in CO2e
emissions year
on year

Handling more
than 800m litres
of milk

Approx. 700 members
and growing - 175m
litres recruited and
no resignations

More than

£10,000

New sharetrading platform
trades more
than 3m shares

raised for charity
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Chairman’s statement

Chairman’s
statement
CHRIS THOMAS

Introduction
It is now nearly two years since I joined the First Milk Board as non-executive
Chairman and I’m pleased to report that in the year ending March 31, 2020 the
business has continued to perform in line with expectations. We have continued to
invest in the business to improve productivity and capacity whilst deepening our
existing customer partnerships and developing new ones.

Governance
First Milk’s rules require that all directors retire by rotation. Our Board remained
stable throughout the year, with the AGM seeing the reappointment of Shelagh
Hancock and Greg Jardine as CEO and CFO respectively, as well as Robert Craig as
farmer director and Brian Mackie as non-executive director. We also saw a rule
change approved which corrected an anomaly that stated that no director may serve
more than three terms, which applied to both executive and non-executive
directors. The rule change limited this to non-executive directors only, because
executive directors’ board positions run in tandem with their contracts of
employment. Post year-end, at the 2020 Annual General Meeting, our longstanding
farmer director and vice-chairman, Jim Baird, will retire from the Board. Jim’s
contribution to the success of First Milk has been considerable and he will be
greatly missed on the Board. I would like to extend considerable gratitude to Jim for
his support and wise counsel, and I wish him all the very best for the future.
A further rule change related to the term for the Member Council. Our previous
rules allowed a maximum time in office of four years for Council members,
however, this was felt to carry risk as we could see a high number of experienced
Council members leave the Council in a short period with a lack of suitably
experienced candidates to replace them. This rule was amended to allow Council
members to serve a maximum of three terms of two years, rather than just two
terms.
During the period, we also held contested Member Council elections. This saw
three Council positions becoming vacant by rotation – Scott Calderwood, David
Walker and Willie Purdie. Willie Purdie retired from Council at these elections and I
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“We have continued to invest in the
business to improve productivity and
capacity whilst deepening our existing
customer partnerships and developing
new ones.”

700
members approximately
would like to take this opportunity to extend the Board’s thanks to Willie for his
considerable contribution and to wish him well. Following an election process
overseen independently by Civica (formerly Electoral Reform Services), the result
was that Scott and David were re-elected for a further term, being joined by new
Council member, Louise Davies. Louise brings a wealth of relevant experience and
also progressed through our Next Generation programme, where she has
impressed.
Over the last year, the Member Council has continued the successful ‘farmhouse
meetings’ with members across our milk fields. These provide a great opportunity
for members to catch up on developments with their co-operative and feedback
views, which Council then do a great job of representing back to the Board and
Executive. This contribution is truly valued, and I look forward to continuing to work
together with your Council representatives to deliver our vision of dairy prosperity.

Outlook

89%
think being part of a
co-op is important

We are well-used to operating in a volatile global marketplace, but no-one could
have foreseen the COVID-19 crisis which struck right at the end of our financial
year. This type of circumstance will inevitably create a short-term shock to the
markets and impact on the returns of all involved. But the fundamentals of dairy
continue to look positive. We know that dairy is in the spotlight for its environmental
and animal welfare impact, but that is why we responded last year by introducing
our First4Milk programme, which we’ve further strengthened in recent months with
the launch of the First4Milk Pledge. As a co-operative owned entirely by British
dairy farmers, it is in our long-term interests to work together to protect and
promote the dairy industry in this way.
On a broader scale, dairy demand globally continues to grow. First Milk has a strong
foundation and a clear plan for the future. There is much to do but many
opportunities ahead and we are well-placed to leverage those opportunities as we
work together to deliver dairy prosperity for the long-term.
I would like to take this opportunity to thank our members, colleagues and the
Board & Council for their commitment and drive during the last year.

92%
say First Milk provides
long-term security
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“A year of progress, delivering
growth, investment and
improved member returns.’’

CEO statement

CEO statement
SHELAGH HANCOCK

2019 was a year dominated by politics
and Brexit, leading to a lack of clarity
and uncertainty throughout the period.
As the year progressed, whilst clarity
improved on Brexit, we ended the
financial year in even greater turmoil,
this time of a global nature, as the
COVID-19 pandemic emerged.
With regard to the dairy markets, after
a relatively long ‘bull run’, the global
dairy market weakened during 2019,
especially on butter and cream,
ultimately negatively impacting on milk
prices. Whilst it was unfortunate that
we reduced our milk price by a total of
1.25ppl across the year it was pleasing
to have been able to provide a degree of
stability by reducing ‘less and later’
than the wider market.
Given this context, I am delighted to
report on the positive progress we
made during the year ending March 31,
2020, delivering further business
growth and development, strengthening
customer relationships, investing in the
future and, importantly, adding value for
our farmer members.

Working in partnership
with our customers
As an outward-looking business we
have always sought value in mutually-

beneficial partnerships, providing
prosperity for all involved. By partnering
with key businesses both in the UK and
abroad we can ensure we deliver the
best returns for our members.
Today, more than ever, integrity in the
supply chain and responsible sourcing
are important for our customers and
for consumers at large. As a farmerowned British dairy co-operative we are
well-placed to work with our members
to deliver programmes that translate
consumer needs into practical and
tangible initiatives on farm. In doing so,
not only do we enable our customers to
alleviate consumer concerns with
regard to the environment and animal
welfare, but we are able to promote and
celebrate the fantastic work that is
done every day by our members in
helping to feed the nation.
During the year we worked with a
number of customers on key initiatives
in this area, as well as progressing our
First4Milk programme and developing
our new First4Milk Pledge.
We have continued to strengthen and
grow our long-term partnership with
Ornua, the Irish agri-food commercial
co-operative which supplies more than
40% of the hard cheese sold in British
retailers and is the largest buyer of

Our First4Milk Pledge sees
us promote and protect
dairy for the long-term

British cheese in the UK. Ornua continues
to be successful in the marketplace,
winning Own Label Dairy Supplier of the
Year at The Grocer Gold Awards in 2019,
and the Sainsbury’s ‘Sourcing with
Integrity’ award. We continue to grow our
sales with them through our increasingly
close and collaborative partnership.
In addition to continuing to grow our UK
cheese sales, we have significantly
grown our overseas cheese business in
conjunction with our export partner,
and now supply more than 26 countries.
There is a global imbalance between
availability and demand for dairy
products, with dairy consumption
growing across Africa, Asia and the
Middle East and local supply unable to
meet demand. As such, this provides
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a growth opportunity for First Milk in
the future.

New strategic sales
and distribution
partnership on whey
protein with
Strengthened
and grown our
relationship with

Remain single largest
UK supplier for

and won ‘Best Value
Award’ in their
supplier awards

milk supply group
established

including:

Around 70 farmers
in the Tesco
Cheese Group

Morrisons
supporting
our Antibiotic
Stewardship Scheme
for all members

During the last twelve months we have
also commenced a new strategic sales
and distribution partnership with
Havero Hoogwegt for our whey protein
production. This follows our purchase
of Fonterra’s 51% share of our Fast
Forward JV, to become the sole owner
of the whey protein concentrate
manufacturing facilities based at Lake
District Creamery. Havero Hoogwegt is
a global specialist in dairy proteins,
supplying more than 50 countries. This
market continues to grow, and we are
confident that our partnership with
Havero Hoogwegt will enable us to
maximise the market potential of
WPC80 in the global market.
When it comes to providing milk
sourcing solutions for our customers,
our strategic partnership with Nestlé
continues and we remain Nestlé’s single
largest UK supplier, with milk we supply
being used for Nestlé’s production of
chocolate and the Nescafé cappuccino
ranges. Our work with Nestlé continues
to focus around their sustainability and
animal welfare objectives, which we
work on with the farmer supply groups.
We were proud to win Nestlé Suppliers
Best Value Award in their 2019 Supplier
Awards, in recognition of our agility and
ability to secure long-term value.
Furthermore, our partnership with Yeo
Valley is now well-established, and we
manage a direct supply group in the
South West for conventional milk for
their own-label manufacturing. We
have also grown our supply with
McQueens – a successful family liquid
milk and doorstep delivery business,
who recognise the quality, service and
traceability of milk we can provide, as
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£6m

71

175m

capital investment
in Haverfordwest
Creamery
completed

awards won for
our cheese

Membership base
growing – 175m
litres recruited and
no resignations
for more than
18 months

well as the alignment of values with
their own.

Delivering manufacturing
excellence
Working as one team, with a relentless
focus on efficiency and quality, we
continue to strive to deliver
manufacturing excellence. Our cheese
has continued to be recognised for its
quality, with 2019 being our most
successful show season ever, with 71
awards won across the year – a
testament to our exceptional creamery
staff and the quality milk supplied by
our members. The standard of our
production sites has also been
recognised, with BRC AA+ accreditation
at both sites following unannounced
audits in the year.
Investing in the future
Over the year we have continued to
invest at both our Haverfordwest and
Lake District Creameries delivering
investment plans to increase capacity,
enhance our processing efficiency and
further improve our quality.
In the last twelve months we have
completed a £6m investment project at

Major IT
infrastructure
project completed

our Haverfordwest Creamery, which
has unlocked additional capacity and
improved operating efficiency.
Investment in Haverfordwest will
continue over the coming twelve
months, as we install a Combined Heat
and Power (CHP) plant at the site, to
reduce our energy use, improving our
environmental performance.
When it comes to our Lake District
Creamery, the second phase of a major
capital programme was completed with
the installation of new duplex milk
pasteurisers and raw milk CIP systems.
In the year ahead we will embark on
phase 3 of this programme, which
includes the installation of a rapid chill
store and robotic palletiser. Site
capacity continues to grow at both
sites, allowing us to meet the growing
demand from our customers.
We completed a major IT infrastructure
project in the period, which saw the
upgrade of our enterprise software
solutions as well as the roll out of
updated hardware and improvements in
IT security. These developments will
ensure that our IT systems are fit for
the future.

Gold Star awards
launched to
celebrate colleagues
who are living
our values

Post year-end we have also completed
the acquisition of Lake District Biogas
– a business operating an anaerobic
digester supplying gas to the national
grid, located on a site at our Lake
District Creamery. This was a
completely separate business from
First Milk that purchased whey
permeate from our Lake District
Creamery and managed our effluent
treatment facilities under contractual
arrangements. Lake District Biogas
went into administration and we
approached the administrators about
the future of the business.
To ensure the ongoing treatment of our
effluent, as well as securing the
opportunity to leverage the obvious
environmental benefits of a large-scale
Anaerobic Digestion plant at our
creamery, we made an offer to the
administrators for this business, and a
transaction was completed post-year
end. This has seen First Milk acquire the
shares of Lake District Biogas in
administration, with the administration
ending in the months ahead as we take
control of the business. We have
partnered with Future Biogas – one of the
largest producers of Biogas in the UK –
who will operate the plant on our behalf.
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MPI (%) 104.1%
106%
104.1%

104%
102%
100%

100.6%
99.3%

98%
96%

FY18

FY19

FY20

Delivered relative milk price
improvement of nearly £8m
over 3 years

New share-trading platform
trades more than 3m shares

Scottish Creameries closed
Despite a very active sales process, by
the summer of 2019 it became clear
that a sale of our Arran Creamery was
unlikely, and we regrettably announced
the closure of the site. Discussions
about the future of Campbeltown
Creamery continued but, ultimately, we
had to announce our intention to close
that site in November. Nothing has
changed in respect of our Kintyre
farmers’ co-operative membership of
First Milk, and going forward we will
continue to collect and pay for their
milk on the same basis as before. The
Campbeltown site was subsequently
sold in a post-year end transaction.
Whilst this was the end of an era for the
Kintyre area, we were pleased to have
concluded the sale of our Campbeltown
Creamery site to a local business that
is committed to investing to secure
employment opportunities for the local
area for the long-term.

Supporting and delivering
for our members
During the last twelve months we have
continued to focus on improving
fairness and transparency for our
members, who are at the very heart of
our business.

Introduced 0.25ppl member
premium, increased to 0.5ppl
from April 2020

We have continued our regular
Executive roadshow meetings albeit the
spring round was postponed due to
COVID-19, supported by farmhouse
meetings hosted by our Member
Council representatives. We continue to
develop our member newsletters and
technical updates and are committed to
undertaking annual Farm Business
Reviews with every member to allow
in-depth discussion and planning. We
have also launched the First4Milk app,
a unique development within the dairy
sector, to improve information flow and
help us monitor and deliver certain

aspects of our First4Milk commitments
on farm.
Our member payment schedules
continue to evolve following member
feedback, and in the last year we’ve
announced the further harmonisation
of milk payment schedules on to a
single compositional payment
schedule, which will be complete by
April 2021, as well as the removal of
negative volume bonuses and the
introduction of a flat rate charge, which
can be reduced significantly when
members support initiatives around
transport savings and responsible
sourcing.
We have remained focused on strategic
farmer recruitment and our
membership is growing, with 175m
litres recruited in the last year and no
resignations for more than 18 months.
What’s more, we continue to see
positive milk volume growth from our
existing members, demonstrating their
confidence in the future.
We launched a new share-trading
plaform - Asset Match - in the period,
which has seen more than 3m shares
traded to date.
Our long-term strategic alliance with
Anglia Farmers continues, giving our
farmer members access to inputs at
competitive prices, while saving time
and resources with support from Anglia
Farmers’ specialist buyers.

Delivering progress on
total member returns
Critically, we have further strengthened
our relative milk price during the period
as a result of further improved
business performance. Progress is
measured through our Milk Price Index
(MPI) which tracks our milk price

2020 First Milk Annual Report I 10

CEO statement

against our competitors. In April 2020
we paid out our first year’s member
premium payment of 0.25ppl for all
litres consigned in the year to March
31, 2020 for fully paid up members, and
this will increase to 0.5ppl from April
2020, with payment due to members in
April 2021.

Building longer
term resilience
Our vision for the future remains
absolutely resolute – we are working
together to deliver dairy prosperity. We
are making good progress on this
journey but delivering long-term
sustainable prosperity will take time.
We need to go further, strengthening
our business to allow us to provide
additional stability and security for the
long term.
I am delighted to report that our
relationship with our lender, Wells
Fargo, is positive, and they remain very
supportive of our business. Indeed, post
year-end we completed re-financing,
which saw us agree extended lending

facilities out to July 31, 2024,
demonstrating the financial stability of
First Milk.
Looking beyond our own business, and
the impact of COVID-19, we see that the
marketplace continues to prove volatile.
Thus far, First Milk has weathered the
storm of COVID-19. Our exposure to the
foodservice sector, which effectively
shut down overnight, is limited, with
most of our products and fresh milk
customers focused on retail markets,
which continued to see strong demand
due to concerns over food availability. I
would like to recognise the hard work
of First Milk colleagues, particularly
those at our production sites, as well as
members and hauliers, who have
worked tirelessly despite the difficult
circumstances. The COVID-19
pandemic has had an unprecedented
impact on everyday life across the
globe and has already caused
widespread economic recession. At the
present time, it is impossible to know
how long the pandemic, and its
associated restrictions, will continue,
nor can we determine the medium to

long-term economic impact. Whilst it
has faded into the background
somewhat since COVID-19 struck,
Brexit also adds to this uncertainty, as
we don’t know the final timetable or
shape of our trading relationship with
the EU, or how that, or current
circumstances might impact on
negotiations with other countries. What
is clear, however, is that First Milk is well
placed for the future, as a business that
has strong collaborative partnerships
and the scale to be relevant in the
marketplace, whilst remaining agile and
adaptable, seeking out opportunities as
change occurs.
I would like to recognise the critical role
our staff has played in the development
of the business and their hard work and
commitment to First Milk.
Finally, I’d like to take this opportunity to
thank my Board colleagues, our Member
Council, our Executive team and, above
all, our members for all their support in
the last twelve months and look forward
to continuing to work together to deliver
our vision of dairy prosperity.

Our exclusive partnership with First Milk provides us with
a great quality product, sourced with integrity. Our strong
relationship offers us increased flexibility and a more powerful
market position in Whey Protein Concentrate, creating value for
the customer, for First Milk and for Havero Hoogwegt.”
Freek-Jan van der Puijl, Managing Director, Havero Hoogwegt
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120
young people participating in
Next Generation Programme

All businesses have a responsibility to
act sustainably and engage along their
supply chain to protect and enhance
the global environment we all share,
whilst looking after the welfare of
animals in our care. In our case, as
a co-operative business, we are also
committed to building social capital
– with our members, our colleagues
and our customers – so that we can
achieve more together.
But these things aren’t only our moral
obligation. Increasingly, as well as
caring about food being safe, nutritious
and affordable, consumers also want to
know that it is produced in a way that
minimises the impact to people,
animals and the environment.

25
participants involved with
Nestlé on their ‘Women in
Agriculture’ programme

production continuing to be under the
spotlight, we need to demonstrate we
are proactively addressing these areas
of public concern in order to prosper
long-term. This new initiative, which
builds on the First4Milk responsible
sourcing programme, has given
members the opportunity to
demonstrate their commitment to
providing cows with access to pasture
for a minimum of 6 hours per day for
120 days during the grazing season;
guaranteeing that no healthy animal,
including calves, will be euthanised on
farm; sharing antibiotic use data;
enhancing biodiversity and soil health
on farm and helping to promote a
positive image of dairy.

Last year we launched our First4Milk
programme, which outlined a range of
commitments that we set out to meet
by 2025. As outlined last year, we will
report on progress and activity each
year in the annual report.
Just before year end we also launched
our First4Milk Pledge – a broader
commitment to sustainable dairy. We
are proud of the leading standards on
First Milk members’ farms and know
members exceed many of the national
targets and outcomes in these areas.
But with livestock-based food

More than

£10,000
raised for charity
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CASE STUDY

We will report on this further in future
years, but our progress on wider
sustainability activity during the last
year is outlined below. Broadly, this
activity falls under three key themes…

PEOPLE
building social
capital
We have a range of initiatives underway
that address our commitments around
people.
Our successful Next Generation
programme continues to gather
momentum. Our target for 2025 is to
have 20% of member businesses
involved in some way by that point.
During the last year, around 120 young
people have got involved in the Next
Generation programme, so we are well
on target for member involvement. Our
Next Generation programme has seen
participants go on farm visits to find out
more about spring and autumn block
calving. In addition, we ran a series of
workshops on the use of social media
to build positive farm reputation and
undertook trips to Ornua and the First
Milk AGM, where the Next Generation
group had a Q&A with the Member
Council. Further trips were planned for

the end of the financial year but were
put on hold due to the COVID-19
restrictions. We also sponsored places
for young farmers to undertake the
RABDF dairy entrepreneurship scheme.

First Milk member, Hannah
Lawrence, from Great Hares
Head Farm in Pembrokeshire,
won the people category in our
2019 Responsible Farming
Awards.

In addition, we are also working
together with Nestlé UK on specific
Next Generation activity for Nestlé
supplying farms, which has seen 28
young people progress their dairy
careers through combined next
generation activity, whilst we are also
working together to encourage greater
diversity through the ‘Women in
Agriculture’ initiative, which has
attracted 25 participants for 2020.
Making best use of new technology will
be the focus for a new group of 29
farmers who have signed up for the
digital innovation programme, and 36
farms will take part in the ‘milk from
forage’ initiative focused on reducing
reliance on purchased feeds, especially
those associated with deforestation.

Hannah is a fourth-generation
farmer and the whole family is
involved in running their
260-cow dairy herd as well as
200 commercial ewes and beef
cattle. Before working at home
full-time, Hannah worked as a
part-time AI technician and
realised that many farmers
shared their concerns with her.
She’s always been
compassionate and keen to help
others, and for the last two
years has been a volunteer on
the DPJ Foundation’s ‘Share a
Load’ phone helpline, covering
one or two 12-hour shifts a
week, providing support to
farmers in need of mental
health support.

When it comes to colleagues, we have
invested in Leadership training for 32
managers, who undertook a leadership
development programme, which can
culminate in a qualification. This
programme comprised 8 modules and
was focused on increasing leadership
activity, problem solving and crossfunctional collaboration. In addition, we

Keen to raise awareness of the
industry, she also organised a
successful open farm day last
year, bringing the community
together and helping the public
understand how a dairy farm
works.
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“we also launched our First4Milk
Pledge – a broader commitment to
sustainable dairy. ”
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supported an individual to undertake a
three-year engineering Food & Drink
apprenticeship, working at
Haverfordwest Creamery.

year, most of the incidents in FY20 took
place in the first quarter. This work
included improving signage,
communications with hauliers and the
effective use of CCTV systems.

We are also increasing our focus on
learning and development across the
business to improve performance and
embed our values. Our colleagues at
Haverfordwest also developed Project
Make-a-Difference, to encourage all staff
at the site to embrace our sustainability
goals and to foster teamwork. This saw
colleagues making simple changes such
as eliminating the use of single use
plastic water cups, and using recycled
paper. This initiative was run by the
Safety, Health and Environment
committee at the site, who were
recognised by the local Council as ‘eco
champions’ for their work in this area.
The group also organised a beach clean
for site staff at the local Freshwater East
beach, making a positive difference to
the local community.

One of our commitments is focused on
First Milk being a good neighbour and
raising funds for charity. During the last
financial year, we nominated the
Alzheimer’s Society and Alzheimer’s
Scotland to be our charities of the year.
We launched a specific fundraising
event – the First Milk Mountain
Challenge – which saw nearly 50 First
Milk staff, members, family and friends
climbing Ben Nevis, Scafell Pike and
Snowdon simultaneously in three
groups. In addition, the team at head
office installed a static bike into the
office, cycling the equivalent distance of
Ben Nevis to Snowdon. These activities
alone raised just over £10,000 and were
the catalyst for two further fundraising
events, raising a further £500.

Of course, we also have an obligation to
keep the workplace safe for all
colleagues. The most common cause of
accidents was contact with chemicals
followed by slips, trips and falls. Key
investments which took place included
improving the traffic flow in the milk
intake area of Haverfordwest in May
2019 and replacing the milk intake CIP
system at LDC in December 2019, both
of which were identified as safety risks.
Significant work was progressed
through active SHE Committees at both
sites with a high focus on hazard
spotting and elimination. In addition,
chemical and behavioural safety
training took place at both sites to
continue to embed the positive culture
of accident elimination. Significant
focus was also placed on the reduction
of vehicle accidents on both sites and,
whilst statistics remain flat year on

Finally, we have committed to
promoting the dairy industry more
widely, including encouraging our
members to participate in events like
Open Farm Sunday. Once again, we
directly supported the Dairy UK
investment in promotional activity, with
the continuation of The Department of
Dairy Related Scrumptious Affairs
campaign. The campaign, which saw
the spoof organisation creating and
sharing ‘dairy moments’ to remind
20-35-year-old parents how dairy
makes life better, aired between March
and May 2019. It was seen on TV-ondemand, in cinemas, on digital
billboards and by 23.8 million people on
social media. The campaign originally
started in 2017 and the results of this
latest wave of activity showed the
number of people who have cut down
or plan to cut down dairy from their diet

CASE STUDY
The First Milk Mountain
Challenge saw three teams of
staff, members, family and
friends scale Ben Nevis, Scafell
Pike and Snowdon
simultaneously to raise money
for the Alzheimer’s Society and
Alzheimer’s Scotland.
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Pioneering First4Milk app
used by

54%
of members

has decreased from 39% to 31%. In
addition, 11% more young parents
reported they were certain to buy dairy
products. Our Nestlé supply group has
also hosted more than 100 school visits
to farms during the year, helping to
educate children about where food
comes from.

ANIMALS
a life worth
living
Cows are at the beginning of our supply
chain and their health and wellbeing is
key to our success. Healthy cows live
longer and require fewer resources to
produce milk. We believe our cows
deserve a life worth living, and our
progress in this area in the last year
includes:

83%
of members already have
Johne’s control plans
in place

Animal health and welfare
Within the First4Milk Pledge we have
implemented a requirement for all
members to provide access to grazing
for 120 days per year. In addition,
members must have animal health and
welfare plans, which are updated at
least annually with their veterinary
surgeon. There is 100% adherence
to this requirement across our
membership.
In addition, last year, we committed to
launching an automated health and
welfare index by the end of 2020.
Working with Kingshay, we have
developed an app, which 54% of our
members are now using. As well as
providing access to information about
milk collections, milk quality and
general business updates, the app, and
associated systems, allow the
integration of automatic data collection
from a variety of sources including milk
recording providers, BCMS, farm

assurance certification bodies, etc.
This means that we now have
automated data flows on welfare
outcome measures. Moving forward,
members will use the app to confirm
adherence to our nil euthanasia and
access to pasture requirements within
the First4Milk Pledge, by uploading
photos and supporting data.
Last year we committed that 100% of
members would have Johne’s Disease
control plans in place by the end of
2020. At the end of FY20, 83% of our
members’ farms are following the
official Johne’s Management Action
Plan, and we are working closely with
the remainder to ensure that this
target is achieved by the end of the
calendar year.
Farm Business Reviews
We have committed to undertaking
annual Farm Business Reviews in
person on each member’s farms to
review sustainability performance, as
well as general matters relating to
their membership. 86% of members
had a Farm Business Review last year
before COVID-19 restrictions
prevented further farm visits. Those
farms not visited will be prioritised
when restrictions are lifted.
Antibiotic stewardship
Responsible antibiotic use is critical in
livestock agriculture to ensure that we
play our part in reducing the risk of
widespread antibiotic resistance. We
have committed to working with our
members to achieve average antibiotic
use below the RUMA targets for dairy
by the end of 2020. Antibiotic use is
discussed during Farm Business
Reviews, but post year-end we have
made a significant development that
will help monitor and report on
antibiotic stewardship across our
membership in the future.
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120

days pasture access

No on-farm euthanasia

First4Milk Pledge
launched – our
commitment to
sustainable dairy
Antibiotic stewardship

Enhancing biodiversity
and soil health
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11%
reduction in
CO2e emissions

12%
reduction in
energy consumption

FY20 Results - Lake District and
Haverfordwest Creameries
Metric

In April 2020, we launched a nationwide
antibiotic stewardship scheme, with the
support of Morrisons (through our
customer, Ornua) via its “Cheese for
Farmers” initiative. In the first month
over 46% of our members signed up to
the scheme, which sees members and
their vets share data on antimicrobial
purchases with First Milk. Participating
members then receive a report to
enable them to benchmark their
antibiotic use against other First Milk
members and against national
averages. Whilst this is a new initiative,
early analysis has shown that
participating First Milk members are
23% below RUMA 2020 targets for total
AB use and 90% below target for
Critically Important Antibiotics.
In addition, our farmers supplying the
Tesco Cheese Group have been found to
consistently outperform their
counterparts on the animal health and
welfare metrics, demonstrating the
high standard of farm management and
care for animals on farm. More than
90% of these farms attended
workshops on mastitis and somatic cell
count management during the year,
and we also saw excellent attendance

FY20 Performance

at calving and calf rearing workshops,
which were conducted with Liverpool
vets.

EARTH
protecting the
planet
We only have one planet, and we all
share the responsibility for protecting
and enhancing the environment we live
and work in, whilst reducing the use of
natural resources.
Reducing energy and water use,
minimising CO2e emissions
We have committed to targeting an
annual 3% relative reduction in energy
and water use at our processing sites,
which combines into a 65% relative
reduction in CO2e, a 40% relative
reduction in energy and a 30% relative
reduction in water use by 2025 against
2008 baseline.
Our performance in the last financial
year against these targets at our sites
at Haverfordwest and the Lake District
Creamery is summarised below.

FY20 v 2008 Base Year
Comparison

Target
Reduction

Actual
Reduction

Target 2025

Progress
to date

Comment

Energy
Efficiency

kWhr per kg
milk

3%

12%

40%

32%

On track

CO2e

kgCO2e per kg
Milk

3%

11%

65%

56%

On track

Food waste

kg COD per kg
Milk

3%

11%

40%

34%

On track

Water Use

m3 per kg Milk

3%

0%

30%

-13%

See text

Waste to Landfill

% of cheese
production

-

-

0

0.15%

See text
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Nutrient and
sediment discharge
from Haverfordwest
completely offset

As you can see from the table on the
opposite page, the reduction in energy
use and CO2e emissions is significantly
ahead of target. This was assisted by
increased utilisation of the sites as well
as capital expenditure projects at both
sites that have seen heat recovery deliver
increased efficiency of pasteurisation.
We have also achieved a good
progressive reduction in waste to
effluent during the year, following a clear
focus on the reduction of losses at
Haverfordwest and the implementation
of wastage reduction training at Lake
District Creamery.
We have not made sufficient progress on
water use, with this remaining static
during the year, resulting in us being
someway behind our 2025 commitment
at the current time. We will continue to
focus on reducing water use going
forward and will continue to report on
progress in future years.
We also have committed to eliminating
direct waste to landfill by 2025. At the
present time around 0.15% of cheese
production equivalent goes to landfill and
we will continue to work to reduce this
over the coming five years.

Protecting watercourses
We have committed to protecting
watercourses by offsetting factory
nitrate, phosphate and sediment
production by 2022. We have an existing
nutrient offset programme operating at
our Haverfordwest Creamery, which
sees 33 local farms participating in a
nutrient efficiency programme to offset
the discharge from the creamery. This
was established to offset the nutrient
and sediment load discharged as final
effluent by the dairy manufacturing
site, in equal, or greater than,
quantities. This is achieved by matching
the final effluent load with the
reduction in nutrient and sediment
losses at the farms, within the milk
field that supplies the Haverfordwest
site. The three parameters considered
in this study are nitrate-N, phosphate
and sediment, as required in the permit
from Natural Resources Wales.
Our creamery nutrient and sediment
discharge figures were significantly
reduced in 2019 in comparison to
previous years, despite a similar overall
discharge volume. This is due to the
introduction of upgraded processing
equipment, which is much more
efficient than that previously used.

FIRST4MILK APP
The First4Milk app and website
have been developed to provide
members with easy access to
all the latest information
including milk volumes and test
results and First Milk
publications. As well as
day-to-day results, members
can benchmark their
performance against other
members and against previous
year’s results. What’s more,
members can upload evidence
such as photos and documents
to support compliance with the
First4Milk Pledge. The app also
aggregates data from BCMS,
their veterinary surgeon, their
feed company and Red Tractor
audits, so provides a versatile
management tool for farmers
and, with the app being updated
constantly, there’s plenty more
to come.
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“Sustainability is a journey
and a significant element of
success will be how people
engage in the project themes
we are focusing on”
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In summary, the Haverfordwest
Creamery effluent discharge from
December 2018 to November 2019 was
19.71kg of nitrates, 455.5kg of
phosphates and 1415kg of sediment.
The nutrient savings achieved by the 33
farms in the same period continued to
significantly more than offset the
discharge from the creamery. The farm
reductions achieved through
participation in the nutrient efficiency
programme in the same period were
30,279kg of nitrates (11.89% down, year
on year), 1230kg of phosphates (20.97%
down, year on year) and 147,849kg of
sediment (11.55% down year on year).
At the present time, plans are being
developed to work with our Cumbrian
members to replicate the
Haverfordwest nutrient offset scheme
at our Lake District Creamery.
Enhancing the natural habitat
Our Nestlé supplying farms continued
to undertake habitat improvement work
in 2019 as part of our work with Nestlé
UK on the ‘Milk Plan’. This saw our
members planting or laying 11km of
hedgerow, undertake 9.6km of
watercourse fencing and 4.8 ha of
woodland planting during the year. Our
new First4Milk Pledge includes
environmental enhancement and we
will monitor progress in this area
through submission of evidence through
our First4Milk app and through Farm
Business Reviews. As such, we will
provide more detailed reporting of our

progress in this area in future years.
We remain committed to taking a
leading part in the development of
Landscape Enterprise Networks (LENs)
to create business value from healthy
landscapes, and discussions continue
with stakeholders to try to progress this
area of activity. We are hoping to roll
out some on-farm trials during the
summer of 2020, depending on the
situation with the COVID-19 pandemic.

4.8ha
of woodland planted

Recognising success
Sustainability is a journey and a
significant element of success will be
how people engage in the project
themes we are focusing on. To help
raise awareness of our sustainability
aims, we have undertaken key award
programmes with our members to
recognise success and highlight good
practice to others.
Our 2019 Responsible Farming Awards
were presented at last year’s AGM and
celebrated those farmer members
demonstrating excellence under each
of our three key themes of People,
Animals and Environment. In addition,
we presented a Chairman’s Award for
the member showing particular
professionalism and dedication to dairy
farming. The awards were judged by
independent judges from across the
industry. We also presented our annual
Milk Quality awards to members,
celebrating the exceptional milk quality
across our member milk pool.

11%
reduction in food waste

9.6km
of watercourse fencing

2019 winners and highly commended
Chairman’s Award
John Owen, Coleg Sir Gar, Carmarthenshire
Animals
Winner: Michael Williams, Fagwr Fran East,
Pembrokeshire
Highly commended: David Thompson, New Buildings
Farm, Derbyshire
Fred & Julie Scott, Skeath House, Staffordshire

Earth
Winner: Robert Clark, Fairladies Farm, Cumbria
Highly commended: Coleg Sir Gar, Carmarthenshire
Ann Faulkner, Smerrills Farm, Derbyshire
People
Winner: Hannah Lawrence, Great Hares Head,
Pembrokeshire
Highly commended: John Harrison, Wickerfield
Farm, Cumbria
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CFO’s statement
GREG JARDINE

0.25ppl
post year-end we paid
out our first member
premium payment

In the year ended 31 March 2020 we continued to strengthen our relative milk
price, while delivering strongly across the key financial metrics, growing turnover,
reducing bank borrowing and continuing our capital investment to enable us to
deliver dairy prosperity over the longer term. In addition, post year-end we paid
out our first member premium, equivalent to 0.25ppl for milk supplied in 2019/20.

£283m
Sales for 2019-2020
increased by 4%
to £283m

Refinancing
completed with
Wells Fargo

25%

Net assets up
year on year

Financial highlights
2020

2019

Group turnover

£282.8m

£272.3m

Operating profit (before exceptional items)

£7.5m

£7.2m

Net profit for the year

£4.5m

£2.7m

Net bank borrowings

£33.1m

£41.1m

Capital investment across all our sites

£5.3m

£4.4m

Total group capital and reserves

£39.8m

£31.8m

Turnover
Through volume growth in all aspects
of the business, sales for 2019-2020
increased by 4% to £283m. Cheese
sales increased in the UK through
Ornua Foods UK, while export sales
with our export cheese partner
increased by 14% to £44m. During the
year we saw growth with existing and
new fresh milk customers, including a
new milk supply group for Yeo Valley.
On 30th June 2019 we acquired
Fonterra’s share of the Fast Forward
joint venture and entered into a sales
and marketing agreement for WPC80
powder with Havero Hoogwegt as sole
owners of the WPC80 manufacturing
facilities.

Profitability
Our operating profit of £7.5m was
consistent at 2.7% of turnover. Our
strategic objective is to deliver above
market total returns to our farmer
members, primarily through milk price,
whilst investing in our business for the
future. As well as delivering our
operating profit, sales volume growth,
facilitated through investing to increase
creamery capacities, along with strong
operational efficiencies and a solid
business performance, we have further
strengthened our relative milk price,
measured by the improvement in the 12
month rolling averages Milk Price Index
(MPI). The improvement in net profit
relative to operating profit year on year
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“Our strategic
objective is to
deliver above
market total
returns to our
farmer members,
primarily through
milk price, whilst
investing in our
business for
the future.”
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is due to higher exceptional costs,
principally related to a £2m
impairment of assets, in the prior year.
Exceptional Items
In the year to 31 March 2020 we
incurred, and have separately
disclosed, two items considered to be
non-recurring and exceptional in
nature. The net charge (pre-tax) of
these items was £0.6m.
The Board is of the opinion that the
nature and materiality of these items
makes it appropriate to classify these
as ‘exceptional’ and this provides a
more useful presentation of the
underlying performance. This
presentation is consistent with the way
that financial performance is
measured and reported to the
Executive Team and to the Board, and
assists in providing a meaningful
analysis of our operating profits.
Closure of Campbeltown and Arran
Creameries (£0.8m charge)
In April 2018, we announced that
following a strategic review, we had
determined that this niche, consumerfocused business was not core to First
Milk’s strategic development moving
forward and would be put up for sale.
Despite an active sales process during
2018 and 2019 we were unable to find
a buyer and both sites closed in 2019.
As a result of the site closures we
incurred exceptional costs relating to
employee redundancies, contract
terminations, legal, tax and
professional advice.
Head office rent rebate and
compensation relating to prior years
(£0.2m credit).

2020 Group

2019 Group

Bank loans, overdrafts and revolving facilities

£1.4m

£1.4m

Bank Arrangement Fees

£0.3m

£0.3m

Pension scheme net finance costs

£0.6m

£0.7m

Total Finance Costs

£2.3m

£2.4m

Member Investment
Members contributed a further £0.7m
to the business in the year to 31 March
2020 through the retention of 0.5 pence
per litre until they reach their capital
targets. As an alternative to the 0.5ppl
retention, Asset Match, a transparent
share trading platform, provides
members with the opportunity to buy
shares to reach their targets. During
the year, in excess of 3m shares were
traded on the platform. In the year to
March 2020, £0.4m of New Preference
shares held by former members were
cancelled as they were not sold within
the three year period following
termination of membership. At the end
of the year Member Capital stood at
£76.5m compared to £76.1m the
previous year.
Capital investment
During the year, capital investment
continued across the business with
£5.3m invested (2019: £4.4m). At
Haverfordwest we completed a £6m
capital investment programme that this
year included a new cheese tower,
separator and milk silo. Work also
commenced on a Combined Heat and
Power plant that will be operational
late 2020. At Lake District Creamery
the second phase of a multi-year
upgrade was completed, including
duplex milk pasteurisers and raw milk
cleaning in place (CIP) equipment.
These investments in 2019-20 resulted
in increased milk processing capacity
at both sites while reducing costs and
improving quality. We also upgraded
our IT infrastructure to support the
future demands of the business.

Our capital investment programme will
continue in 2020-21, including
significant on-going investment at both
sites aimed at delivering energy and
cost savings, improved productivity and
further increasing processing capacity.
Interest
Net finance charges totalled £2.3m,
with £1.7m relating to the Wells Fargo
debt facility and £0.6m related to
finance costs associated with the
pension deficit.
The table above shows the constituent
elements of the interest charge.
Post year-end (6 April 2020) we
extended our debt facilities with Wells
Fargo through to July 2024, increasing
the facility from £62m to £70m. As
before, the amount available at any
time is dependent on the value of stock,
debtors and fixed assets.
Balance sheet, cash flow and net debt
The Group’s balance sheet continues to
strengthen, with net asset growth of
£8m across the financial year to
£39.8m. This was achieved through a
combination of a reduction in the
pension deficit, capital investment
ahead of depreciation, and the
continued profitable and cash
generative growth of the business.
The cash earnings (EBITDA) within our
operating profit of £11.2m, together
with £0.7m from member capital
proceeds, generated enough cash to
allow us to service our various
commitments. EBITDA in the above
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Cash flow for year ended 31 March 2020
15
0.7

11.2

(1.4)

(3.9)
7.9

10

(0.5)

(1.1)
(8.5)

£m

(5.3)
5
0.2
0.8

0.3

table is defined as operating profit of
£6.8m plus depreciation charged for
the year of £4.4m.
Cash is required on an annual basis to
make payment towards the pension
deficit reduction agreements, invest at
our creameries and pay bank interest.
The net inflow before working capital
requirements was £1.4m.
Working capital released £6.6m during
the year. £7.4m was released by
receivables and payables, with a strong
focus on cash, while lower stock values
released £0.2m. Our stock-holding
volume remains broadly flat year-onyear with a strong focus on ensuring we
only carry the necessary stock levels to
fulfil committed future sales needs.
The “others” net outflow of £1.1m
includes the net cash effect (£0.8m) of
purchasing Fonterra’s 51% share of
Fast Forward FFW Limited for £2m
which included a cash bank balance of
£1.2m The balance of the consideration
paid was for other assets and liabilities
acquired at book value.

20%

Net debt down
year on year

During the year we repaid £8.5m of our
loan facilities, which, accompanied by a
slight decrease in cash balances, led to
a £8.0m reduction in net debt to £33.1m.
Pensions
The Group operates a defined
contribution scheme, a Stakeholder
Group Pension Plan with Standard Life.
All employees have access to the
stakeholder plan under which the
company contributions are charged to
the Profit and Loss Account as they fall
due each year.
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In addition, First Milk Limited operates
the Scottish Milk Limited Retirement
Benefits Plan, and also participates in
The Milk Pension Fund, an industry
scheme in which all participating
employers report only their share of
assets, liabilities and obligations while
legally holding joint and several
liabilities for the scheme as a whole.
Both schemes are closed to accrual of
benefits.
In the year to 31 March 2020, total
contributions of £2.7m, including
contingent contributions relating to
2019 performance were paid to the
Scottish Milk Limited Retirement
Benefits Plan, while contributions of
£1.2m were paid to the Milk Pension
Fund.
During the year our total pension
liabilities (net of deferred tax assets)
fell from £6.8m to £1.5m. The
contributions to the defined
contribution scheme charged to the
profit and loss account in the year
ended 31 March 2020 were £0.8m
(2019: £0.7m).
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Profit and loss account
FOR THE YEAR ENDED 31 MARCH 2020

2020

2019

Group

Group

£’000

£’000

282,803

272,256

(1,957)

(4,963)

Total turnover

280,846

267,293

Cost of sales

(264,186)

(252,227)

16,660

15,066

(9,176)

(7,860)

Operating profit (before exceptionals)

7,484

7,206

Exceptional items

(643)

(2,189)

Operating profit - continuing operations

6,841

5,017

458

539

7,299

5,556

31

10

(2,316)

(2,357)

Profit before taxation

5,014

3,209

Tax on profit

(518)

(544)

Profit for the financial year

4,496

2,665

Turnover - continuing operations
Less: share of joint ventures’ turnover

Gross profit
Administrative expenses
- Recurring

Share of operating profit in joint ventures
Profit before interest
Finance income
Finance costs
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Balance sheet
AS AT 31 MARCH 2020

2020

2019

Group

Group

£’000

£’000

32,432

29,531

-

1,471

32,432

31,002

Inventories

50,230

50,460

Trade and other receivables

24,936

31,008

290

776

75,561

82,244

(66,078)

(32,612)

9,378

49,632

41,810

80,634

(142)

(40,640)

Total net assets employed excluding pension liability

41,668

39,994

Pension liability

(1,833)

(8,178)

Net assets

39,835

31,816

Called up share capital

76,483

76,133

Profit and loss reserve

(36,648)

(44,317)

39,835

31,816

Fixed Assets
Property, plant and equipment
Investments in joint ventures
Total fixed assets
Current assets

Cash and cash equivalents

Trade and other payables amounts falling due within one year
Net current assets
Total assets less current liabilities
Trade and other payables amounts falling due after more than one year

Capital and reserves

Total capital and reserves
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Statement of cash flow for the year
FOR THE YEAR ENDED 31 MARCH 2020

2020

2019

Group

Group

£’000

£’000

15,051

7,853

(329)

-

14,722

7,853

31

10

(5,264)

(4,368)

-

85

(815)

-

-

540

(6,048)

(3,733)

(1,396)

(1,702)

721

1,356

Repayment of loans

(8,485)

(3,395)

Net cash (used in) / generated from financing activities

(9,160)

(3,741)

Net (decrease) / increase in cash and cash equivalents

(486)

380

Cash and cash equivalents at the beginning of the year

776

396

Cash and cash equivalents at the end of the year

290

776

Net cash inflow from operating activities
Taxation paid
Net cash generated from operating activities
Cash flow from investing activities
Finance income
Purchase of property, plant and equipment
Proceeds from sale of property, plant and equipment
Acquisition of FFW Fast Forward Ltd net of cash
Movement in loans with joint ventures
Net cash (used in) / generated from investing activities
Cash from financing activities
Finance costs
Net proceeds from members
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“At Ornua we very much see our partnership with First Milk
as being highly complementary and mutually beneficial. From
Ornua’s perspective, the partnership provides us with a secure
supply of cheese, with a clear provenance and requisite quality
to meet the exacting needs of our customers.”
Bill Hunter, Managing Director, Ornua Foods UK
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The
Board

Chris Thomas CHAIRMAN
Chris Thomas became First Milk chairman on 1 August, 2018.
Chris has a strong track record of successful leadership in the
food and dairy sectors, having held senior executive and nonexecutive positions across a range of businesses including Tulip
UK, Adelie Foods, Bakkavor, St. Ivel, PepsiCo and Mars. He is
currently non-executive Chairman of G’s Convenience Foods and
Street Eats Food Ltd and a non-executive director of Espersen.

AS AT 31 MARCH 2020

Shelagh Hancock CHIEF EXECUTIVE
Shelagh joined First Milk as chief executive in April 2017. She
has over 25 years’ experience in the food and agricultural supply
sectors. She held a number of senior executive positions
including managing director at Medina Dairy and milk business
unit director at farmer-owned co-operative Milk Link.
Brian Mackie NON-EXECUTIVE DIRECTOR
Brian has held a range of international chief financial officer
roles in a number of large businesses; Starbev/Molson Coors
Europe, Maxxium Worldwide and Cott Corporation. He has also
had international responsibility for IT, Legal, Human Resources,
and Commercial Operations during his career.
Carl Ravenhall NON-EXECUTIVE DIRECTOR
Carl was latterly managing director of Muller Wiseman Dairies.
Prior to that in a dairy career that spans more than 25 years, he
held a number of senior executive roles including managing
director of Milk Link’s cheese business, and MD of Adams Foods.
Carl is also a director of Dairy Partners Limited.

Member
Council
AS AT 31 MARCH 2020

Séan Rickard
INDEPENDENT
CHAIRMAN

Mike Smith
COUNCIL
MEMBER

Christine Kelsall
COUNCIL
MEMBER

David Walker
COUNCIL
MEMBER

Jessica Mills
COUNCIL
MEMBER

Scott Calderwood
COUNCIL
MEMBER

Willie Campbell
COUNCIL
MEMBER

Willie Purdie
COUNCIL
MEMBER
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Jim Baird FARMER DIRECTOR
Jim farms in Lanarkshire as part of a family partnership. He has
undertaken a Nuffield scholarship, visiting countries including
USA, China, Australia and New Zealand to research the key
attributes of enterprising rural businesses. Jim also sits on the
Scottish Advisory Board of the NFU Mutual.
Robert Craig FARMER DIRECTOR
Robert is a partner in two dairy farms. He is past county
chairman of Cumbria NFU and a Nuffield scholar. In 2012, he
became chairman of Penrith & the Border Conservative
Association and in 2013 he jointly won the Farmers Weekly Dairy
Farmer of The Year Award. Robert is also a trustee of RABDF.
Greg Jardine CHIEF FINANCIAL OFFICER
Greg joined First Milk in 2010 and held several senior
management and executive roles in finance and commercial
before being appointed as Chief Financial Officer and joining the
Board in September 2017. Greg has more than 14 years dairy
experience, having previously worked for Lactalis McLelland as
Industrial Finance Director.

Role of the Member Council
The roles of the Council include:
• Holding the Board to account on behalf of the Members
• Approving the annual budget, business plan and company
strategy
• In consultation with the Board, recommending candidates
for the role of the chair and vice chair for election by
Members at AGM

• In consultation with the Board, approving the nomination
process for Independent Non-Executive Directors and
Farmer Non-executive Directors
• Provide a communication channel between Members and
the business.
• Setting the remuneration of the Non-Executive Directors
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First Milk Limited
Glasgow Airport Business Park,
9 Marchburn Drive,
Paisley,
Renfrewshire,
Scotland,
PA3 2SJ
0141 887 6111
www.firstmilk.co.uk

