Tlmbercorp Limited

: nexchan Q @ tor

Australia’s Leading

AZribusiness
Investment Manager




ACGF Conference -Renmark April 2007

1. Why Timbercorp became interested in the
horticulture sector in general, and the citrus
Industry in particular

2. Corporate investment in the Citrus Industry

3. Timbercorp’s man citrus objectives for the
future



World Fresh Produce Trends (1

» Consumers now more concerned about hedlthy
eating

 Consumers want choice, freshness and above all,
laste

e Consumers want consistent quality and reliable
supply of produce, year-round

e New technologies are driving down costs in
getting produce from farm to consumer




World Fresh Produce Trends (2

o World-wide, there has been consolidation in the
retail sector and growth in food service

« Australiano exception, now dominated by Coles
and Woolworths

« Magor world retailers rapidly entering Asia,
particularly China

e Central wholesale markets shrinking, as retall
buyers now prefer to buy direct from producers

o Retallerswant to work with “category managers’

=



Many small producers (less than 20 hectares) and
many small packers, processors and marketers

High supply chain costs due to fragmented supply
pase and poor economies of scale

Domestic market often takes precedence over
export, therefore reputation on export market is as
an inconsistent supplier

Under threat from imports from USA, China,
South America, South Africa

Lack of competitiveness on export markets




|s at forefront of horticulture technology &
application of technology

Has a climate that can successfully grow awide
range of products

Has counter-seasonal advantages and is close to
the rapidly growing Asian markets

|s renowned for its quality, clean & green image,
trading integrity, etc



Small growers and packers always at the mercy of
theretallers

Small growers unable to apply new technologies
on alarge enough scale to make an impact on
productivity

Too much “noise’ in the supply chain

Packers/marketers have limited marketing strength
or ability to promote their produce

Difficult to compete on the export commodity
market with countries like South Africaand Chile



Develop horticultural production units that have
significant economies of scale

Employ the latest technological advanceson a
large scale

Bring about changes in the supply chain to reduce
costs between production and the market

Ensure alliances with marketing companies that
have true value proposition for the retailers

Be a substantial vertically integrated supplier in
each category

Influence industry consolidation & rationalisation
that lead to lower supply chain costs



Established end-markets for the product, with
growth in domestic and/or export

Strong industry fundamentals. supply/demand,
counter-seasonal

The very best in alliance partners throughout the
supply chain

Opportunity for competitive advantage: scale,
technology, logistics, exclusive varieties

L ocation: climate, water, labour, logistics






A ‘core consumer product

Counter-seasonal opportunities

Growth potential In ‘easy-eating’ varieties
Agronomy iswell known; alot of good
oractitioners

Real opportunity to apply new technologiesto
production practices

Good potential for economies of scale throughout
the supply chain

Good potential for industry rationalisation




 Rewards Group
200 hectares, mainly grapefruit in northern
Australia

e Orchard Funds Management (SAlteys McMahon)
700 hectares, mainly navels and mandarinsin
Riverland & Sunraysia. {40 hectaresin NT}

e Timbercorp
1,300 hectares, mainly navels and mandarinsin
Riverland. {42 hectares in Queensland}



Corporate % of national
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43.7%

Corporate approximately 23% of Riverland
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o Limes

B Grapefruit
O Lemons

0 Valencia's
m Nawels

@ Mandarins
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Aiming for 3 million cartons for the April to
December market window

Aim for category management with key retailers
Work with industry to get optimal cooperation and
expansion on export markets

More industry rationalisation

Push for maximum efficiency and minimal cost
nost-farmgate

Push for long lines of consistent quality fruit
through uniform orchard management practices
|mprove packouts and improve fruit size




Tonnes

Timbercorp’s Citrus Strategy
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% packed frui

B Grade 1

Navel Scenario... Improved Packouts by Grade

D Grade2 CaGrade3,45 [—JUSAfruit - Weighted Ave Return

$ / tonne
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Packed Navel Sizes and Returns

Forecast = $517 w/ave per tonne

3 Year Ave Kangara= $440
w/ave per tonne
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Navel Returns Scenarios...
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