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To Lead in Dairy PS) Fonterrd

Fonterm Today

Co-operative owned by 12,000 supplier shareholders

b ll on for 2002/031 billlon generating sales of NZ$12.5

Processes over 1.1 billlon kilo)grams of milksolids annually
Exports to more than 140 coÜntries and territories
Employs 1 9,000 people worldwide

Fonterra: Our Heritage

Dairying in New Zealand began in the 1800's
In 1882 SS Dunedin sailed to Londcjn from Port Chalmers with the first
efrigerated shipment of butter

Amalgamated Daíri.es was establishl3d in London in 1927 by a number
of New Zealand dairy companies to market New Zealand butter and
cheese in the United Kingdom
By the 1930's dairy factoríes in many towns
New Zealand Dairy Board establishibd ín 1963
1970-1990 many manufacturing coópanies merged
By the end of 2000 milk supply congolidated around two major
manufacturing companies

NewZealand DaíryGroup
Kiwi Co-operative Dairies

Fonterra formed in October 2001
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Fonterm: How We Are $tructured
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Our Ingredients Business
Our Consumer Eiusiness

Corporate and Shareholder
Servíces

Industry Posltion

Fonterra and Chile
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Ingredients

Annual revenues of NZ$8.194mn for
bear t0 31 May 2004 and EBIT of
NZ$852mn

Milk Collection, manufacturirB and
bgistics to marketing of ingíedionts
Quality dairy producto including milk
and whey proteins. milk powder
cheese and cheese íngredients and
cream products

Business Modem

Operations: Fonterra's Engine

Processing milk in
New Zealand

B Manufacturing quality
ingredients for domestic
and international
markets

Managing the
order-to-delivery
junction in New Zealand



Fonterra's Global Network

products around the worijnd st JH'who market and sdl Fonterra

S&OP: Fonterra's Central Control Box

Sales & Operations Planning
- matching global customer

demand with produce supply
- setting Indicator prices for

comm odity products
managing inventories
making decisions around
product transport
and storage

- planning which
manufacture
year
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M&l : Fonterra's Innovatio:n Pipeline

Marketing & Innovation

Creating new options for coñmeEialisation
Providing scientific and techñical support to Fonterra
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Ingredients: Summary

Our Ingrediente Business
Our Consumer Business

Corporate and Shareholder
Services

Industry Position

Fonterra and Chile

New Zealand Milk

A distinctive business but very auch part of the
Fonterra Group
High performing upper quartile FMCG business

Focused on retan products and broducts sold to
foodservice outlets such as restaurants and hotels

Creates wealth and cashflow by building brand strength
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New Zealand Milk Global Network

A Broad Portfolio of Brands

©
]ñaü''

##'

New Zealand Milk

Annual revenue of NZ$4.6bn
year and EBIT of NZ$0.4bn to
31 May 2003

Dairy-based consumer and food j
service branded products $
Milk powders. fresh and ;
UHT milks, cheeses, butter. :
ce-cream, yoghurt



Our Ingredients Business

Our Consumer Business

Corporate and Shareholder
Services

Industry Position

Fonterra and Chile

Corporate

Business functions include
- Finance

Human Resources
- Stmtegy
- Trade & Regulatory AKains

Information Technology
Communications
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Shareholder Services

Our shareholders are as
fundamental to the business
as customers

Milk collectíon and payment
Shares and peak notes

- On-farm issues and concerns
Shareholder enquiries and
Fencepost.com
Liaison between the
company and shareholders

- Access to modern
communications
nfrastructure

Our Ingredients Business

Our Consumen Business

Corporate and Shareholder
Services

Industry Position
Fonterra and Chile
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8b Consumod Domestically

e Expoüed

Total New Zealand production
s eq úvalent to 2% of vm rld
milk production



World Dairy Trade

New Zealand

World

New Zealand provides
34% of all ínternationalb
tradoable dairy producto

Only 7% of world dairy
production is traded
across nabo nal borders

nl

World Dairy Access and Tariffs
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Fnntorrn A Nla+iAnal /nhamlni n

New Zealand exports

Driver of innovation



Famlers in New Zealand

No subsidies
Grass-based milk production
Scale
Temperate cáimate
Geographic isolatíon
Strict border controls and
food safety regulations
Herd quality
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Our Ingredients Business

Our Cong umer Business

Corporate and Shareholder
Serviles

Industry Position

Fonterra and Chile

Fonterra investiment in Soprole

h 1986 nding shareholder -- intial shareholding purchased

Majority shareholder - Approx 56%

Fonterra's third largest consumir market investiment after
Mainland in New Zealand and Bonland in Australia

' Chile is not an
export target for
Fonterra
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Chile Dairy importó

Chile Dairy Imports

Argentina, Uruguay,
US, and Brazil are now
the major sources of
dairy imports into Chile

A potentíal source of product

Fonterra sees Chile as a potential source of product for
exporting via its global networks'

Global demand for dairy prodlicts is growing by 2% per
annum (equal to New Zealan(I's total production)
To meet customer needs Fon+erra is increasingly adopting
a multi-origin sourcing stmte99

Chile is increasingly self-sufñcient and internatíonally
competitive in dairy production '

Fonterra and Soprole are aireadV working together to
export dairy products from Chilelto Mexico

12


