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Sustainability is core to Fonterra’s strategy and in many
ways it is the most vital as well as the most challenging.
We expect our performance to be judged on our approach to sustainability. We
understand that our customers, our farmers and our own people expect us to have a
strong commitment to respecting Australia’s natural resources and the communities
we interact with.
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We’ve changed as times have changed, recognising the importance of sustainability
and the role it plays in ensuring our economic contribution, as well as our contribution
to healthy lifestyles, can be both grown and maintained.
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Despite the tough year, our farmers have continued to set their sights high and
maintain their commitment to sustainable farming, for the benefit of their families,
their communities, and our collective future. They deserve and have our thanks. We
also appreciate the work of our people, our farmers, our partners, and our customers
for their commitment to sustainability.
Sustainability is not a long-term goal – it is an infinite one. I’m pleased to present a
snapshot of how Fonterra Australia is doing its part to achieve this goal on behalf of
our planet. This snapshot is drawn from Fonterra’s Group Sustainability Report and
provides some focus on Australian activities.
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Sustainability embraces environmental, economic, ethical, and community concerns,
and it can often be a difficult balancing act to align them all. This season, our farmers,
as have all dairy farmers across Australia, have weathered difficult climatic conditions,
from drought to floods. These conditions have had an impact on both their production
and their bottom line.
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OUR APPROACH

Our
Approach

About Fonterra
in Australia

A sustainable future for our business, our farmers, and the
communities in which we operate is part of our core strategy –
it’s how we create long-term value for future generations.

Fonterra is a market leader with dairy
brands in New Zealand and Australia,
Asia, Africa, the Middle East and
Latin America.

We consider the long-term challenges and transitional changes we face as a global food
producer to ensure we are acting and planning today with a long-term view, managing
risks, and identifying opportunities to deliver sustainable business outcomes.
To communicate our approach to sustainability we have grouped our priorities under
three pillars:

Fonterra is a farmer-owned co-operative based in
New Zealand.
In Australia, Fonterra operates seven manufacturing
sites across Victoria and Tasmania and in 2017/18
employed 1,432 FTE employees. Fonterra’s Australian
milk collection is mainly from dairy farmers in
South East Australia.

Nutrition:

Environment:

Community:

⋅ Address public health challenges by
improving the nutritional profile of our
dairy foods and promoting healthy diets.

⋅ Improve the health and biodiversity
of our land and waters by reducing the
impacts of farming and manufacturing
and working in partnership with others.

⋅ Support healthy sustainable livelihoods
for our farmers by returning the most
value from every drop of milk by moving
more of our milk to higher value.

⋅ Lead the transition to a low-carbon
future by investing in innovation and
infrastructure to remove greenhouse gas
emissions from our supply chain.

⋅ Provide positive livelihoods for our
people by developing a diverse, skilled
and agile workforce and promoting a
healthy and safe working environment.

Medium-term targets

⋅ Meet the growing nutritional demand
through improvements in productivity
and minimising waste from farm to 		
consumer.

⋅ Invest in the future of our communities
by sharing what we do best and building
farming capability in key emerging dairy
markets.

⋅ 2019: 100 per cent sites certified to 		
leading Food Safety and Quality (FSQ)
level.

Medium-term targets

Medium-term targets

⋅ 2026: All sites treating wastewater to
leading industry standards.

⋅ Continue to invest in community 		
programmes in key markets.

GLOBAL DATA

⋅ 2020: 75 per cent product portfolio
meeting endorsed nutrition guidelines.

⋅ 2030: Climate neutral growth for 		
farming.

⋅ World-class injury prevention (total
recordable injury frequency rate).

22,358 (

⋅ 2025: 100 per cent product portfolio
meeting endorsed nutrition guidelines.

⋅ 2030: 30% reduction in GHG emissions
for manufacturing operations.

⋅ World-class people engagement.

⋅ Improve access to adequate nutrition
by developing affordable products
tailored to specific nutritional needs
of communities.
⋅ Improve the wellbeing of individuals
by leading innovation in advanced dairy
nutritional dairy foods to address specific
health needs.

⋅ 2050: Net zero emissions for 		
manufacturing operations.

⋅ Return on capital above our weighted
average cost of capital

This milk is made into dairy foods that generations of
Australians have grown up with and love, including
Perfect Italiano™, Bega™, Mainland™, and Western
Star™. The business also sells dairy ingredients
to many of the world’s leading food companies
and it operates a dedicated sales channel for the
foodservice industry, providing a full range of dairy
foods specifically designed for commercial kitchens.

AUSTRALIA
1,432

EMPLOYEES

$20.4B (
REVENUE

FROM 22,269)
FROM $19.2B)

51

MANUFACTURING SITES1

6.3% (

FROM 8.3%)
RETURN ON CAPITAL2

EMPLOYEES

$1.84B
EMPLOYEES

22,358

REVENUE

7

MANUFACTURING
SITES

$20.4B
REVENUE
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For our full financial results, please refer to our Annual Review:
www.fonterra.com/annualreview2018
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OUR NUTRITION

Our
Nutrition
The Fonterra Group Nutrition Policy sets
out our overarching commitments to deliver
highly nutritious dairy foods to the world.
The policy is supported by detailed guidelines that define
nutrition criteria for the composition of dairy foods, and
inform our marketing practices across all branded consumer
products and ingredients. It’s all part of our transition to a more
sustainable future.
Our commitments to population nutrition and obesity prevention
were independently assessed this year by universities in New
Zealand and Australia using a methodology developed by
INFORMAS. The assessment is primarily based on information
that is publicly available and we were pleased to be ranked second
overall in New Zealand, with top marks awarded for our corporate
population nutrition strategy, and we ranked ninth in Australia. We
welcome the opportunity to continue engaging with researchers
in both jurisdictions, to improve transparency around our nutrition
commitments and our overall results in any future studies.

Supporting Action
on Health

Food Safety
and Quality

In 2018, we made a submission to the
Australian Senate Inquiry into the Obesity
Epidemic.

We make a promise to our customers and
consumers to make our food to standards of
uncompromising food safety and world-class
quality.

Our submission reinforced our support for government, industry
and community-based initiatives that promote the consumption of
dairy foods as one of the core food groups, and support increased
physical activity to improve health outcomes for all Australians.
The Fonterra range of healthier dairy foods in Australia now
include low sodium Western StarTM spreads.

That’s why all our food products are assessed for health and food
safety impacts prior to initial launch and on an ongoing basis.
All seven of our sites in Australia are FSSC 22000 certified.

Product
Traceability
We have been investing significantly to
integrate our systems and enhance our
electronic capabilities around traceability.

Our Nutrition

This now allows us to very efficiently track batches of dairy foods,
the ingredients that went into them, and the primary packaging,
from the raw milk we collect and process right through to the
consumer. Some activities that used to take more than two hours
can now be completed in minutes. All the important inputs are
visible in one system for trace-enabled sites, which now includes all
seven Australian manufacturing plants.
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Our
Environment
We are working together to find
ways that regenerate nature and our
environment.
By understanding the connection between land, animals
and water, and using resources wisely we are finding a
path to regeneration. It’s all part of our transition to a
more sustainable way of dairying.

How We Work
With Our Farmers

On Farm
Support

We encourage and support farmers to
adopt good management practices and
to continuously improve profitability,
environmental efficiency and resilience.

We’ve used our experience from New Zealand to provide new
support services and digital tools to our supplying farmers in
Australia over the past year, with the aim of adding tangible value
to our farmers. So far, around 85 per cent of our Australian farmers
have signed up to Farm Source Digital, and the new 24/7 service
centre is receiving between 200 and 300 calls each week.

We have a set of policies and standards that support sustainable
dairy farming. Our Farmer Handbook sets expectations for farmers
when it comes to the environment, animal health and welfare,
biosecurity, and food safety and quality. Through a combination
of our own staff and third parties, we regularly assess supplying
farms around the world. In Australia, farmers are visited multiple
times each year by our own staff and independent assessments are
scheduled based on prior compliance levels. Every farm is assessed
at least once every two years and in FY18, 73 per cent of farmers
were assessed.

Our Farm Source service now includes a unique Professional
program of support services in finance, human resources and
nutrition and agronomy. This complements Fonterra’s existing
advisory support on milk quality, animal welfare, water and energy.
In addition to the support provided by our Farm Source team, we
have funded farm sustainability projects. In the last year, Fonterra
approved 25 innovative on-farm projects. These projects need to
provide an environmental or animal welfare benefit, improve farmer
profitability, and be of value in terms of innovation for the dairy
industry.

CASE STUDY

Sustainability innovations
on farm

Our Environment

In addition to on-farm support services provided by our
Farm Source team, we support innovative farm projects.
For example, this year we have been working with Rigneys’
farm in Tasmania on a trial to re-introduce dung beetles.
Dung beetles are great at transferring cow manure from the
surface into the root zone of pasture. Unfortunately, dung
beetle colonies have been eliminated from some regions
due to some farming activities such as the use of certain
animal health products. We are working with the Rigneys
to trial the introduction of four different species of dung
beetle. The primary goal is to improve soil health by using
the natural cow manure and reduce the need for added
fertilisers. This will not only reduce the risk of potential
nutrient run-off to waterways, it is also anticipated to
reduce fly numbers, lower the occurrence of intestinal
worm parasites and save the farmer money.

8
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OUR ENVIRONMENT

Climate
Change

Animal Health
and Biosecurity

Climate change is one of the most material
sustainability issues facing the dairy
industry globally. This challenge includes
reducing greenhouse gas emissions and
also adapting to a different climate.

Animal Care

The majority of dairy emissions are on farm and
understanding this better is the first part of reducing
the footprint of our products.

On-farm life cycle assessments
To help us understand the full carbon life cycle to the farmgate for
our main milk supply regions, and identify areas for improvement,
we commission regular independent analysis. In New Zealand,
for the 2016/17 season, the estimated cradle-to-farm-gate carbon
intensity, including land use change (LUC) is 0.87 kilograms
of carbon dioxide equivalent per kilogram of fat-and-proteincorrected milk (kg CO2-e/kg FPCM). In China, for the 2016/17
season, the estimated cradle-to farm- gate carbon intensity
weighted average was 1.35 kg CO2-e/kg FPCM. Our most recent
assessment for Australia was in FY17 for the 2015/16 season, at
0.92 kg CO2-e/kg FPCM. This is a world class result and reflects the
efficiency of Fonterra’s farmers in Australia.

Adapting To Climate Change
Australia agriculture is vulnerable to a changing climate. Research
from CSIRO and Dairy Australia (footnote) confirm that dairy
supply chains share this exposure. The challenge is to adapt at a
rate that allows Australian dairy farms to remain competitive in
a warmer, and drier, climate.
We are supporting our farmers in becoming more competitive
through its Farm Source services and in trialling new water saving
innovations. We’re also partnering with research institutes such as
University of Melbourne to look at better practices for managing
cows during hot weather.

Our Farm Source teams work with industry specialists, vets, and
Government to support farmers to improve animal handling
practices ahead of any regulatory requirements.
More specifically during the recent dry conditions our
specialists have worked to ensure animal nutrition is monitored
in each region.

Somatic Cell Count
Somatic cell count (SCC) is an indicator of both milk quality and
animal health. Our farmers in Australia consistently outperform
the global SCC standard of 400 (‘000 cells/ml). The Farm Source
team provides direct support for farmers to overcome milk quality
issues. Fonterra is continually looking for higher value markets for
this high quality milk.
Somatic cell count is sometimes also known as Bulk Milk Cell
Count or BMCC.

Somatic cell counts by location
					2016/17

2017/18

Average (mean)
000 cells/ml

Average (mean)
000 cells/ml

New Zealand

177

180

Australia

186

178

Use of Growth Hormones Is Prohibited
Due to animal welfare concerns, we do not support the use of
hormonal growth promoting substances (HGPs) or substances
stimulating milk production, such as rBST. Regulations prohibit use
of both these substances in Australia and we have made sure our
position on these substances is understood by regulators.

Our Environment

We’re also an active contributor to the Australian
Dairy Industry Council’s Sustainability Framework which
recognises the climate challenges.

Footnote
CSIRO 2016, Climate change impacts on Australia’s dairy regions
http://www.dairyingfortomorrow.com.au/wp-content/uploads/CSIRO-report-onclimate-change-impacts-for-Aus-dairy-regions-final-approved.pdf
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OUR ENVIRONMENT

OUR ENVIRONMENT

Water

Our Operations

Water security, either rainfall or irrigation, is
essential for feed production for Australian
dairy farmers. Agriculture is exposed to
increased climate volatility and successful
adaptation strategies are being developed.

Emissions and Efficiency

To support our farmers, we’ve undertaken individual Water
Security Assessments for over 100 farmers in northern Victoria.
These assessments support farmers in making more informed
decisions about the purchasing and use of irrigation water on
their farms.
We also advocate directly to government on behalf of our
farmers for water reform, and we’re an active member of the
Australian Dairy Industry Council Water taskforce. We support
the restoration of the ecosystems in the Murray Darling Basin
and are working to ensure these reforms can take place without
unnecessarily impacting farmers and regional jobs in milk
processing and transport .

CASE STUDY

Improving energy efficiency in our manufacturing operations has
been a long-term strategy. Benefits include reduced costs and
reducing emissions. Reducing the energy we consume will also
help reduce some of the hurdles in our transition to lower emission
energy sources. Less energy potentially means less capital and less
additional operating costs and, it is more likely that an alternative
energy source will be available at the scale required.
Our business is making a transition of our product storage and
logistics to a purpose-built, energy efficient facility, operated by
a third party in Truganina in Melbourne. The facility operates in
low oxygen conditions and needs minimal lighting. The high-bay
pallet stacking also allows for a smaller footprint than conventional
warehouses. Once the transition is completed and historic facilities
are decommissioned we will fully realise anticipated energy
savings.
We’ve also introduced eight new, more efficient milk tankers to
our fleet. These truck and trailer tankers have 40 per cent more
capacity to carry milk and are also more fuel efficient compared to
the existing trailer tankers.

Significant Spills
In 2017/18, there were two significant spills. At Dennington,
following a dryer deluge, around 1,000 litres of milk was
discharged into the Merri River. The Environmental Protection
Authority was notified of the incident. On a private property in
Tasmania, around 6,000 litres of milk leaked from a milk tanker
and then into a local creek. In both cases, the cleanup work we
did to minimise any impact to the environment satisfied local
authorities.

Our Environment

Along the dairy supply chain, we all share the responsibility of
being conscientious water users. One of the ways we’re doing
this is by trialling the use of a range of soil moisture sensors
on 15 farms in northern Victoria. This trial looks at matching
the right technology for each farm to ensure water is used at
the right time to minimise losses.

By global standards Australia has high
greenhouse gas emissions in electricity
production. We recognise that energy savings
in Australia will make a big impact on reaching
our global emissions reduction target of 30
per cent by 2030 from a 2015 baseline.
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Responsible
Procurement

Packaging
and Waste

Palm Oil

We’ve increased our efforts in
sustainable packaging in Australia.

Palm products are one of the highest-profile
raw materials in our supply chain.
The production of palm oil and palm by-products, primarily
in Malaysia and Indonesia, are associated with a number of
environmental and social issues including the risks of deforestation
and labour rights.
We’re very aware of these risks and has been a member of the
Roundtable for Sustainable Palm Oil (RSPO) since 2010. Since
late 2018 all direct palm oil used by our business is certified at
the “Segregated” level. Additionally we have RSPO Supply Chain
Certification for our sites at Cobden and Bayswater.

An analysis of all of our consumer packaging using the Australian
Government-endorsed Packaging Recyclability Evaluation Portal
(PREP) tool determined that 92 per cent of our packaging is
recyclable. The remaining non-recyclable packaging component
will be addressed as viable alternative materials become available.
We’ve recently become a REDcycle Partner. REDcycle collect soft
plastics such as cheese wrappers and turn it into new products
such as outdoor furniture and construction materials. This scheme
makes it possible for consumers to return previously nonrecyclable soft plastics by leaving them at any Australian Coles or
Woolworths store.
In 2018 we were a finalist in the Australian Packaging Covenant
Organisation (APCO) Sustainable Packaging Awards. Our business
is a long term member of APCO and was nominated for its
integration of the APCO Sustainable Packaging Guidelines in to the
design of new Fonterra products.

Our Environment

Palm Kernel Expeller (PKE) is not widely used for feeding cows in
Australian dairy as alternative sources of locally grown fodder are
generally available.

Consumers are demanding more recyclability and also reductions
in food waste.
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OUR COMMUNITY

Our
Community

Supporting Our
Communities
FONTERRA GRASS ROOTS FUND

The Fonterra Grass Roots Fund supports the communities where
we operate by funding their smart ideas, projects, and initiatives.

The dairy industry is built from the ground
up, and we are committed to making a
positive difference to our people, our
farmers, our customers, our communities
and environments where we operate.

Through the fund, we aim to sustain healthy, vibrant communities
by sponsoring ideas, projects, and initiatives that make a real
impact.
Our communities are integral to our business, which is why we’re
dedicated to giving back to the community through the Fonterra
Grass Roots Fund. Since 2011 we have supported around 400
initiatives across Victoria and Tasmania that focus on bringing
communities together, caring for the environment and promoting
healthy lifestyles and dairy nutrition.
Our funding has helped to build school vegetable gardens,
supported sports, community, and surf lifesaving clubs, and aided
the purchase of essential equipment for emergency response
services.
FOODBANK

Foodbank is the largest hunger relief organisation in Australia, and
we’ve been partners with them for over 10 years.
We’re the sole supplier of fresh milk for their Milk Program in
Victoria, last year donating 100,000 litres of milk as well as other
dairy foods. These dairy foods are donated to Australian families
and individuals in need through the help of Foodbank’s network
of agencies and charities. In 2018, we contributed the equivalent
of 74,200 meals to Foodbank.

CASE STUDY

Bushfires support and recovery
On the evening of 17 March 2018, the western Victoria
region was hit by the St Patrick’s Day fire. This bushfire
quickly destroyed homes, sheds, fences and stock, and
at one point threatened the Cobden township and our
manufacturing facility. Sixteen Fonterra farms were directly
affected, with another 70 farms impacted through loss of
power and other disruptions.

Our Community

Our local Fonterra team helped to source generators,
reconstruct fences, and provided technical advice on milk
quality and animal health issues. We paid farmers for the
milk that was unable to be collected (due to lack of access to
farms or power shortages), delivered clean water to affected
farms using our fleet of tankers, and donated dairy foods for
fundraising events.
Building on the support services we provide our employees,
we partnered with our Employment Assistance Programme
(EAP) provider and ‘Nurse on call’ to provide on-site
counselling to both the community at large, as well as local
volunteers and workers.
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OUR COMMUNITY

OUR COMMUNITY

Doing What’s Right
by Our People

Health, Safety,
and Wellbeing
We want all our people to be healthy, to live a
balanced life, and to go home from work safely
every day.

Wade and Sophie Pelzer
share a smoothie on “Bring
your Kids to Work” Day

The Tasmanian Farm
Milk Collection team
have been recognised
for their diversity.

CASE STUDY

Our people are at the heart of our success.
We’re focused on building a diverse and
inclusive workforce that is highly-engaged and
effective, while also investing in employees to
help them respond to the ever-evolving nature
of work.
We’re committed to providing a family-friendly workplace that
recognises the different needs of families. This includes providing
flexible work arrangements where we can, such as working
remotely or family-friendly work hours. We hold events such as
family days at our sites and Bring your Kids to Work Day at our
corporate office. We also provide generous parental leave in
addition to the nationally mandated scheme, as well as domestic
violence leave.

Diversity might not be the first thing that comes to mind when
thinking of tanker operators, however our Tasmanian Farm Milk
Collection team is shaking up the traditional image of its drivers
with a crew that comes from all walks of life.
From young tradespeople starting out, to mums returning to
the workforce, and semi-retired drivers looking to impart their
wisdom to the next generation, a focus on flexibility has built
a workforce that is representative of the broader Tasmanian
community.

As a business with over 1,430 employees, contractors, and farmers
across our country, interacting with the wider public every day,
health, safety, and wellbeing is fundamental to our business
and essential to our long-term success. That’s why it has been a
particular focus for us for more than 10 years.
We partner with Healthy Business Partners to provide the
“Unlocking your life” health and wellness program, an initiative
that provides our people with health and fitness assessments,
seminars on nutrition, and advice on living a healthy lifestyle.
We also offer the Employee Assistance Program to all our people,
which provides free and confidential counselling, support, and
advice for people who may be experiencing difficulties in the
workplace or at home.
In 2018, our Stanhope team won a WorkSafe Victoria Award for
their commitment to health and wellbeing. During the expansion
project, the team developed ‘The Village’ initiative to build a sense
of community to keep each other safe.

We’ve achieved this through actively seeking to attract, develop,
retain, and promote people from a range of backgrounds,
and thinking differently about how we can tailor roles to the
candidate.
Our commitment to diversity was recognised by the Tasmanian
Transport Association, which awarded us the 2018 TasRail
Workforce Diversity Award.

Learning and development activities are important for building
the capabilities of our people and helping us achieve our
ambition. We expect that every employee, supported by their
leaders, will embrace the need for lifelong learning. Fonterra
supports development in many ways, including with innovative
technologies.
We are also committed to upskilling our people and have invested
in Integrated Work Systems training at our sites. The program
aims to give our people greater ownership over their role through
specialised training.
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Our Community

Embedding diversity and inclusion is the right thing to do for
our people and it helps drive better business performance. With
diverse and inclusive teams, we can think differently about how to
do things better, smarter, and faster, and anticipate the needs of
our diverse customers and communities.
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