Scheme booklet

Tatura Milk Industries Limited
ABN 66 006 603 970

A proposal to merge 100% of Tatura
Milk Industries Limited with Bega
Cheese Limited

Your Dairy Farmer Supplier Directors
unanimously recommend that you vote in favour
of the proposed Merger in the absence of a
superior proposal

Please read this scheme booklet in its entirety,
consider your decision carefully and cast your
vote
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Important notices

This scheme booklet encompasses the explanatdeyrstat required to be sent to Tatura Milk
RP Shareholders in relation to the Scheme undeiose412 of the Corporations Act and is
dated 17 November 2011.

On that date a copy of this scheme booklet wasdddgith ASIC for registration, and was
registered by ASIC for the purpose of section 412f6the Corporations Act. ASIC and its
officers take no responsibility for the contentshit scheme booklet. However, under section
412(8) of the Corporations Act ASIC must not regiisdh copy of this document unless it
appears to comply with the Corporations Act and@#8lof the opinion that the document does
not contain any matter that is false in a matgyaticular or materially misleading in the form
or context in which it appears.

IMPORTANT NOTICE ASSOCIATED WITH COURT ORDER UNDER
SECTION 411(1) OF CORPORATIONS ACT

The fact that under section 411(1) of the Corporeti Act the Court has
ordered that a meeting of Tatura Milk RP Sharehsltéée convened to consider
the proposed Scheme and has approved the explarsidement required tlo
accompany the notices of the meeting (as contaimethis scheme booklet),
does not mean that the Court:

(@) bhas formed any view as to the merits of the propd&eheme or as to
how Tatura Milk RP Shareholders should vote (o thiatter Tatura
Milk RP Shareholders must reach their own decision)

(b) has prepared, or is responsible for the contenttldd, explanatory
statement.

Tatura Milk RP Shareholders are encouraged to rdas scheme booklet and the

accompanying material in its entirety before malangecision on how to vote in relation to the
proposed Merger. This scheme booklet does notitdkeaccount the individual investment

objectives, financial situation and particular needl each Tatura Milk RP Shareholder. You
are encouraged to seek independent legal, finamaidl taxation advice before making a
decision as to whether or not to vote in favourtled proposed Merger and whether Bega
Cheese shares are an appropriate investment for you

A proxy form for the general meeting and a proxy fom for the Scheme meeting
accompany this scheme booklet.

The forward looking statements contained in thi®ieste booklet have been based on
expectations at the date of preparation of thiesehbooklet about future events. They are,
therefore, subject to risks, uncertainties andragsions that could cause actual results to differ
materially from the expectations. These factocduitle matters not yet known to Tatura Milk
or Bega Cheese or not currently considered matbyidlatura Milk or Bega Cheese. While
Tatura Milk or Bega Cheese (as the case may b&viedhere is a reasonable basis for making
the forward looking statements contained in thiseste booklet, none of Tatura Milk, Bega
Cheese, the officers and employees of Tatura MilRega Cheese and the persons engaged by
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Tatura Milk or Bega Cheese in the preparation of techeme booklet, makes any
representation or warranty (express or impliedpake accuracy or likelihood of fulfilment of
any forward looking statement, except to the extemjuired by law. You are therefore
cautioned not to place undue reliance on any soieteird looking statements.

Defined terms
A number of terms used in this scheme booklet afime&d in section 10.

Important dates

Event Date

Latest time for lodgement of the proxy forms for11:00 am Melbourne time on Monday
the Tatura Milk general meeting and Scheme 12 December 2011
meeting.

General meeting of Tatura Milk, to be followed 11:00 am Melbourne time on
immediately by the Scheme meeting, both to beWednesday 14 December 2011
held at the Sir lan McLennan Centre, Echuca

Road, Mooroopna, Victoria to consider the

Merger.
Supreme Court hearing to approve Scheme. Friddyet@mber 2011
Implementation of Scheme and Merger. Friday 23 Ddxss 2011

Tatura Milk reserves the right to change the abdstes and times. If Tatura Milk decides to
change the date or time for holding the meetingsyill notify shareholders accordingly.
Tatura Milk will advertise the date of the Courtahieg for approval of the Scheme at least 5
days before the hearing in The Australian and The Aewspapers. If Tatura Milk decides to
change the date of the Court hearing, the revisse @ill be advertised. The date for
implementation of the Scheme and Merger may chdegending on when the Court approves
the Scheme and when an office copy of the Courtroagproving the Scheme is lodged with
ASIC. Implementation must occur on th® Business Day after lodgement of the order,
although this may be changed by agreement betwaarral Milk and Bega Cheese and with
the permission of the Court.

Privacy

The proxy forms that accompany this scheme boaklgtire you to provide information that
may be personal information for the purposes oRtieacy Act 1988 (Cth). This information,
and other information you may provide to Taturakylthay include your name, contact details
and the name of a person appointed to act as youly pcorporate representative or attorney.
Tatura Milk and Bega Cheese may collect, hold as®lthat personal information in the process
of implementing the Merger. The primary purposéhef collection of personal information is
to assist Tatura Milk to conduct the general mgetind Scheme meeting and for Tatura Milk
and Bega Cheese to implement the Merger and aderirasy applicable shareholdings for
you. Personal information may be disclosed toregleadvisers, consultants and other service
providers, who may assist Tatura Milk with respaomggdio general enquiries about the meetings,
the conduct of the meetings and who may underthkerale of returning officer at those
meetings. Personal information may also be disdidseprint and mail service providers and
personnel of Tatura Milk and other members of tegdCheese Group.
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You have certain rights to access personal infaonghat has been collected from you. You
should contact the Tatura Milk privacy liaison o, Jason Wells, on (03) 5824 6200 in the
first instance if you wish to access your persamf@rmation.

If you appoint a named person to act as your progyporate representative or attorney, you
should ensure that you inform that person of timeaters.
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Letter from the deputy chairman

Dear shareholders

On 4 October 2011, | wrote to let you know thatufatMilk had entered into a Merger
Implementation Agreement with Bega Cheese for ttgquigition of your Tatura Milk A class
redeemable preference sharkat(ra Milk RP Shares).

Bega Cheese’s offer to buy the 30% (approximatedy)atura Milk it does not own, allows us
as holders of Tatura Milk RP Shar8safura Milk RP Shareholders) to become shareholders
in Bega Cheese which is listed on ASX.

Bega Cheese has offered to acquire all of the @aamitk RP Shares pursuant to a Court
approved scheme of arrangement for the considerafi@ Bega Cheese Ordinary Shares for
every 1 Tatura Milk RP Share.

The Bega Cheese Group already owns approximatedp o0 Tatura Milk through its
ownership of all of the Tatura Milk Ordinary Share§he Tatura Milk RP Shares, which
represent the remaining 30% (approximately), dreedtl by Tatura Milk Suppliers.

Bega Cheese acquired its 70% shareholding in 20B@nwratura Milk was financially
vulnerable, the result of a high debt load in thedie of one of Australia’s worst droughts.
Since then, debt is substantially reduced, prafitglis substantially up, and Tatura Milk is
well positioned for the future.

The Tatura Milk RP Shareholders are beneficiariethis turnaround. This is evidenced by
Bega Cheese offering Bega Cheese Ordinary Sharts avvalue of approximately $40.8
million for the remaining 30% of Tatura Milk (based a Bega Cheese Ordinary Share price of
$1.70), whereas it paid $38.8 million for the iaitV¥0% stake. Certainly it has been to Tatura
Milk RP Shareholders’ benefit to have held the rieming 30% and to now be able to get the
reward for the financial turnaround of Tatura Milk.

The Dairy Farmer Supplier Directors believe thesideration offered by Bega Cheese is fair
and reasonable. We believe the considerationnsisient with how Bega Cheese and other
food companies are valued by the stock market mlasteinding Tatura Milk is not listed on
ASX. The Bega Cheese offer price is significarabove the $1 sum for which each Tatura
Milk RP Share may be redeemed. Furthermore, tliep@endent expert, Value Adviser
Associates Pty Ltd, who was appointed by Tatur& bl provide you with an opinion on the
Scheme, has concluded that the proposed Schemeth® ibest interests of Tatura Milk RP
Shareholders and has placed a value on Tatura RRIKShares of between $3.05 and $3.78.
This range should be compared with the offer of &yd® Cheese Ordinary Shares, together
valued at $3.40 based on the volume weighted agguage of Bega Cheese Ordinary Shares
sold on ASX over the period from the date the Mexkgas announced (4 October 2011) to the
day before the date of this scheme booklet.

In addition to the value of the Bega Cheese offenr Dairy Farmer Supplier Directors support
the Merger for the reasons outlined in this schbowklet, but in particular because:
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(@) The Merger provides Tatura Milk RP Shareholderdhvaibh opportunity to realise value
for their Tatura Milk RP Shares reflecting the fic&l turnaround and a premium for
control.

(b) Bega Cheese Ordinary Shares are quoted on ASX agd Bheese operates a number of
diversified businesses in the dairy industry armmtifprocessing industry. In consequence,
Bega Cheese Ordinary Shares provide greater liguatid investment diversification
than Tatura Milk RP Shares on their own.

(c) Bega Cheese has stated that it is committed tongeing investment and development
of the Tatura Milk site and business.

(d) Bega Cheese has stated that it is committed t@iigeing maintenance and growth of
Tatura Milk’s dairy farmer supply base.

While the Dairy Farmer Supplier Directors unanimgwendorse the Merger proposal, and the
independent expert says it is in your best intsrdsie final decision on the Merger is in the
hands of you and the other Tatura Milk RP Sharadrsldnd the Court.

A general meeting of Tatura Milk and a Scheme megetif Tatura Milk RP Shareholders have
been convened to consider a number of resolutmimaplement the Merger. The meetings are
to be held at the Sir lan McLennan Centre, EchugadRMooroopna, Victoria on Wednesday
14 December 2011 starting at 11:00 am.

This scheme booklet contains important informategarding the Scheme, including the report
of the independent expert. You are encouragecedal ithis information carefully and, if
required, seek your own investment or other prodess advice before voting on the Merger.

Your Dairy Farmer Supplier Directors encourage yowote at the general meeting and the
Scheme meeting, and | look forward to seeing asyrofgou as possible at those meetings.

Yours faithfully

) /4.

Rick Cross
Deputy chairman
Tatura Milk Industries Limited
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Important questions

Question

Answer

What is the Scheme?

The Scheme, once approvedthyaTdilk RP Shareholders and
the Court, will bind all Tatura Milk RP Shareholdesn and from
the Effective Date, even those who vote againsif ithe Scheme is
approved and all other conditions of the Scheme Medyer are
satisfied or waived, Bega Cheese will acquire afufa Milk RP
Shares held by you at 9:00am on the Implement&ate.

What will | receive if the
Scheme is approved and
implemented?

You will receive 2 Bega Cheese Ordinary Sharesel@ry 1 of
your Tatura Milk RP Shares.

Who is Bega Cheese?

Bega Cheese is an Austraimpacty that recently listed okSX.
It has an approximate 70% stake in Tatura Milk apeérates a
number of diversified businesses in the dairy imguand food
processing industry.

When will | receive the
consideration?

You will be issued the Bega Cheese Ordinary Shar@gich you
are entitled under the Scheme on the Implement&iaie. On the
basis of the current proposed timetable for theeBwh the
Implementation Date is expected to be Friday 23eDdaer 2011.

Will | have to pay
brokerage fees or stamp
duty?

No brokerage fees or stamp duty will be payablethen sale or
transfer of your Tatura Milk RP Shares or the issiBega Cheese
Ordinary Shares in exchange under the Scheme.

When and where will the
meetings be held?

The general meeting of Tatura Milk, to be followsdnediately by
the Scheme meeting, will be held at the Sir lan Btoian Centre,
Echuca Road, Mooroopna, Victoria on Wednesday ldebéer
2011 starting at 11:00 am Melbourne time.

Am | entitled to vote?

If you are registered asadaura Milk RP Shareholder at 7:00 pm
Melbourne time on Monday 12 December 2011 you béllentitled
to vote at the meetings. You may vote in persorbyprduly
appointed proxy or attorney, or in the case of dyboorporate,
corporate representative.

What do the Dairy Farmer
Supplier Directors
recommend?

The Dairy Farmer Supplier Directors believe tha 8ctheme is in
the best interests of Tatura Milk RP Shareholdadswanimously
recommend that Tatura Milk RP Shareholders vofevour of the
Scheme, in the absence of a superior proposal.

How do the Dairy Farmer

All of the Dairy Farmer Supplier Directors who owatura Milk

Supplier Directors intend to RP Shares either directly or through a controllatty intend to

vote?

vote in favour of the Scheme in the absence ofparsor proposal.

What is the opinion of the
independent expert?

The independent expert has concluded that the peabScheme is
in the best interests of Tatura Milk RP Sharehddersee the
independent expert report starting on page 105.
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Question Answer

What majority is required The Scheme must be approved at the Scheme meeying b

for implementation of the  majorities. The resolution approving the Schemestnine passed

Merger? by a majority in number of the Tatura Milk RP Sheolglers
present and voting (either in person or by proxigoraey or
corporate representative) at the meetind by at least 75% of the
votes cast on the resolution.

The proposed special resolution modifying the dargin of
Tatura Milk must be passed at the earlier generéting by at
least 75% of the votes cast by shareholders premasuhtvoting
(either in person or by proxy, attorney or corperagpresentative)
at the meeting, including any votes cast by BegaeSé as holder
of all of the Tatura Milk Ordinary Shares.

Should | vote? You do not have to vote. Howevke Dairy Farmer Supplier
Directors believe that the Scheme is importantltdatura Milk
RP Shareholders and encourage you to vote or toirsgo proxy to
vote on your behalf.

Where do | send my proxy Just follow the instructions on the proxy forms @hiaccompany

forms? this scheme booklet.

What happens if | do If the Scheme is approved by the Court and allrotbaditions of
nothing or vote against the the Scheme and Merger are satisfied or waived, yamd are a
Scheme? Tatura Milk RP Shareholder at 9:00 am on the Imletation

Date, your Tatura Milk RP Shares will be transférpursuant to
the Scheme and you will be entitled to receive B&jmese
Ordinary Shares as consideration for your Taturk RP Shares.

If the Scheme is not approved, you will remain aufa Milk RP
Shareholder.

Why is a 100% merger of The Merger will enable Tatura Milk RP Shareholdeysconvert

Tatura Milk with Bega their Tatura Milk RP Shares into Bega Cheese Orgiighares,

Cheese being proposed? which can be traded on ASX at a market price. Miil$ put
Tatura Milk RP Shareholders into a position whéreytcan make
an individual investment decision as to whetherséd or retain
their Bega Cheese Ordinary Shares. From a buspespective,
the Merger will enable a more complete integratioh the
businesses of Tatura Milk and Bega Cheese.

How do | assess whether This scheme booklet is designed to provide you withrelevant

the consideration | will information you may need to assess the Merger.urddlilk has

receive is fair? engaged an independent expert, Value Adviser AsteciPty Ltd,
to assess whether the Merger is in the best ingeaésTatura Milk
RP Shareholders. Part of this task is to assesstheh the
consideration provided under the Merger is fairallé Adviser
Associates Pty Ltd has concluded that the Mergefais and
reasonable and in the best interests of Tatura MRR
Shareholders. The independent expert’'s conclusaonset out in
the independent expert report starting on pageaf@bis scheme
booklet. You should read this report carefully.
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Question

Answer

What is an ASX listed
share?

The fact that Bega Cheese is listed on ASX meaasith shares
may be traded on the stock market operated by ASX.

What things will impact on
the value of Bega Cheese
Ordinary Shares?

The price at which Bega Cheese Ordinary Shares aadny time
on ASX is determined by market forces including thenber of
buyers and sellers and the price they are willmgay or receive
having regard to, among other things, the risksrfcial position
and financial performance of the Merged Group al ageexternal
factors such as the domestic and international egognand the
industry in which the Merged Group will operate.

How do | trade Bega
Cheese Ordinary Shares?

You can trade Bega Cheese Ordinary Shares throagith broker
(brokerage fees will apply). You may already hameaccount with
a stock broker. However, Bega Cheese will alsarmge for a stock
broker to make its services available to Tatura KMRP
Shareholders — see section 3.8.

Will | be able to participate
in the Bega Cheese

Once you become a shareholder in Bega Cheese yibubevi
entitled to participate in the dividend reinvestingian on the same

dividend reinvestment plan“asis as all other shareholders — see section 6.11.

What is the tax effect of the The exchange of Tatura Milk RP Shares for Bega €hé&xdinary

Merger on a Tatura Milk
RP Shareholder?

Shares under the Merger may give rise to taxalpgatagains or
other tax consequences. However, you may quatifychpital

gains tax rollover relief and the exchange of shawader the
Merger may not result in any immediate taxatiobility. Further

details of some of the taxation consequences oMibiger are set
out in the taxation report beginning on page 1Y8u should seek
your own tax advice as to the tax effect of the déeron your
individual circumstances.

What will be my ongoing
relationship with Tatura
Milk?

It is Bega Cheese’s stated intention that Taturak MRP
Shareholders will continue to be able to sell thwilkk to Tatura
Milk in accordance with the same arrangementsabagently exist.
There will be a seamless continuity in the presaink supply
practices and policies, except that Tatura Milkrehalders who
are Dairy Farmer Suppliers will cease to be emtitie dividends
based on their milk supplies to Tatura Milk.

How will the Merger affect
my current and future milk
price?

Bega Cheese recognises that Tatura Milk requisasbatantial and
reliable supply of milk in its business and, acoogty, is
committed to maintaining a base of dairy farmerknsiippliers to
Tatura Milk in Northern Victoria. In order to ermrsuthat this milk
supply base remains in place, Bega Cheese recsgihiae Tatura
Milk will need to continue to pay a leading manuéamg price for
milk supplied to it by farmer suppliers.

Will I need to hold Bega

No. The decision as to whether you retain or thellBega Cheese

Cheese Ordinary Shares in Ordinary Shares you receive upon implementatiothefMerger is

order to supply milk to
Tatura Milk?

an investment decision for you to make personally.
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Question

Answer

What impact will the
Merger have on Tatura
Milk’'s operations?

Bega Cheese has stated that it intends to contmwenduct the
key business operations of Tatura Milk from the pany’s
facilities at Tatura, Victoria.

What representation will
Dairy Farmer Suppliers
have on the Bega Cheese
board of directors?

The Bega Cheese constitution provides that 2 positon the Bega
Cheese board of directors will be made availabteTatura Milk
Dairy Farmer Suppliers for a period of 2 years raftee
implementation of the Merger. The 2 initial direst to be
appointed to these positions will be selected fritra existing
Dairy Farmer Supplier Directors by Tatura Milk RBRageholders
in conjunction with their approval of the Mergerhe Bega Cheese
constitution also provides for the board to incl@minimum of 4
Bega Cheese Dairy Farmer Suppliers, and all TawWitla Dairy
Farmer Sippliers will qualify for election to these posit®
Accordingly, even after the conclusion of the 2 rygeeriod
following the implementation of the Merger, theriél Wwe scope for
ongoing participation by Tatura Milk Dairy Farmeugpliers as
Bega Cheese directors.

How does Bega Cheese
intend to maintain the
relationship with Dairy
Farmer Suppliers?

The Bega Cheese Group, including Tatura Milk, usideds the
need to retain a reliable supply of milk for theoguction of its
dairy products. The listing of Bega Cheese on AfBX not altered
this and Bega Cheese recognises that the comhinatiéeading
regional manufacturing milk prices and innovatieenfi extension
programs are the key to attracting and retaininlg suppliers.
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Detailed information

1.

11

1.2

Introduction
Purpose of this scheme booklet

The purpose of this scheme booklet is to explaifatura Milk RP Shareholders the
proposal to merge Tatura Milk with Bega Cheesefand@ atura Milk RP Shareholders to
become shareholders of Bega Cheese.

This scheme booklet explains the process involeeéftect the Merger and provides
information to Tatura Milk RP Shareholders to hétyigem decide whether or not to
approve the Merger.

This scheme booklet is being sent through the fmo3tatura Milk RP Shareholders and
includes notices of a general meeting and Schenatimgeto be held on Wednesday 14
December 2011 where Tatura Milk RP Shareholders el requested to vote on the
Merger and the Scheme. Information about Bega €heeprovided in section 6 of this
scheme booklet.

The booklet is also being sent to Bega Cheeseldsrhaf all of the Tatura Milk Ordinary
Shares, for the purpose of convening the generatinge

Overview of the proposed Merger

If the Merger with Bega Cheese is implemented, BEbaese will acquire all of your
Tatura Milk RP Shares.

The consideration for this acquisition is 2 Begae€de Ordinary Shares for every 1
Tatura Milk RP Share that you hold.

Bega Cheese was admitted to the official list ofXA@ 16 August 2011 and Bega
Cheese Ordinary Shares commenced trading on ASX9oAugust 2011. The volume
weighted average price of Bega Cheese OrdinaryeShaold on ASX over the period
from the date the Merger was announced (4 Octobgt)2to the day before the date of
this scheme booklet was $1.70.

Based on this volume weighted average price, tmsideration for each of your Tatura
Milk RP Shares represents approximately $3.40 @hoof course no guarantee can be
given as to the market price of Bega Cheese Onwdlirshhares at the time of
implementation of the Scheme or any time in tharkjt

The Merger is proposed to be effected by a schénaerangement between Tatura Milk
and the Tatura Milk RP Shareholders. A schemer@ngement involves both Court
approval and approval by resolution of Tatura MRR Shareholders voting at a meeting
convened by the Court to consider the Scheme. r@s@ution must be passed by both a
majority in number of the Tatura Milk RP Sharehaosdeoting at the Scheme meeting and
also by at least 75% of the votes cast on theud#saol The Scheme meeting is a separate
class meeting of Tatura Milk RP Shareholders onNo member of the Bega Cheese
Group will be permitted to vote at this meeting.
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1.3

In addition, because the constitution of TaturakMibntains a 5% limit on the ownership
of Tatura Milk RP Shares and prohibits the transferatura Milk RP Shares to anyone
other than a Supplier, a special resolution modgyihe constitution is also required to
remove these restrictions and to make other comeswigli changes so that Bega Cheese
can acquire all of the Tatura Milk RP Shares apgsed. This special resolution is to be
considered at a general meeting of Tatura Milk emd by the board of directors of
Tatura Milk. The general meeting is to be heldtbe same day as, and before, the
Scheme meeting. The special resolution must beepaat the general meeting by at least
75% of the votes cast by shareholders entitledbte @n the resolution. All shareholders
of Tatura Milk, including Bega Cheese as holdethef Tatura Milk Ordinary Shares, who
would normally be entitled to attend and vote geaeral meeting of Tatura Milk, will be
entitled to attend the general meeting and votéherspecial resolution. Bega Cheese is
obliged under the terms of the Merger Implementafigreement to vote in favour of the
special resolution to modify the constitution.

In simple terms, the Merger would result from tleenpletion of the following remaining
steps:

(@) Tatura Milk shareholders voting to modify the catogion of Tatura Milk at the
general meeting;

(b) Tatura Milk RP Shareholders voting to approve thieetne at the Scheme meeting;

(c) the Court approving the Scheme and a copy of thet@aorder being lodged with
ASIC; and

(d) with effect on the Implementation Date, pursuanthe terms of the Scheme of
Arrangement Deed:

(1) all Tatura Milk RP Shares held by Tatura Milk RPa&holders being
transferred to Bega Cheese,;

(2) Bega Cheese issuing to each Tatura Milk RP Shatehd Bega Cheese
Ordinary Shares for every 1 Tatura Milk RP Sharkl oy the Tatura Milk
RP Shareholder at 9:00 am on the Implementatior;2atd

(3) thereby, Tatura Milk becoming a wholly-owned submig of Bega Cheese
and Tatura Milk RP Shareholders becoming the heldérmapproximately 24
million Bega Cheese Ordinary Shares which immebjisafter the issue of
those shares would represent approximately 15.9%hefexpanded share
capital (and rights convertible in share capitdlBega Cheese (assuming no
other Bega Cheese securities are issued afteratkenfithis scheme booklet).

Reason for Merger

The Merger represents the fulfilment of the relasioip between Bega Cheese and Tatura
Milk, which began with Bega Cheese’s investmentatura Milk in 2007. At that time,
Tatura Milk found itself facing challenging issugsch as high debt levels, pressure on
earnings, decreased milk supply due to drought thedrationalisation of other dairy
industry participants. In response to these difficircumstances, the directors and
shareholders of Tatura Milk endorsed the acquisity Bega Cheese of a 70%
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1.4

shareholding in the company, on the basis that Bdgsese’s investment would enable
Tatura Milk:

(a) to make substantial distributions to Tatura Milk BRareholders;

(b) to access the financial and dairy industry expertis Bega Cheese as the
company’s new majority shareholder; and

(c) to develop synergies from working with Bega Cheaseuding benefits flowing
from increased management depth and business gavett opportunities.

Since the commencement of their relationship in72@@e businesses of both Tatura Milk
and Bega Cheese have strengthened and developadlra TMilk has regained its

reputation as a significant and respected partitipathe dairy industry. This has been
achieved through the establishment of a soundegfiatplan, which has resulted in

improved customer engagement, more stable revesmetsnargins and a strengthened
management team. Bega Cheese has grown subdyantizing that same period,

culminating with its ASX listing in August 2011, toecome Australia’s largest ASX

listed dairy company.

The Merger will enable Tatura Milk RP Shareholdergonvert their A class redeemable
preference shares in Tatura Milk to ordinary share€8ega Cheese, which will be
tradable on ASX. This will allow the Tatura MilkFRShareholders to participate in the
growth and dividends of the Bega Cheese Group aodde them with the individual
opportunity either to sell or hold their Bega Cheeskares or to buy more shares in Bega
Cheese, depending on their personal investmens géa milk suppliers, Tatura Milk RP
Shareholders will continue to be able to sell timilk to Tatura Milk, and Bega Cheese
has stated that it will continue to support Tatiek, endeavouring to pay a leading
manufacturing price for milk in order to maintainsastainable and reliable supply of
milk from dairy farmers in Northern Victoria.

From a business perspective, the Merger will enabieore complete integration of the
businesses of Tatura Milk and Bega Cheese. THisallw a fuller combination of the
strengths of both companies, to produce an evemgdr consolidated Bega Cheese
Group.

Dividends

No further dividends may be paid in respect of ydatura Milk RP Shares before the
Implementation Date without the approval of Beg&€3e (which is not expected).

If the Merger is effected before 31 January 201glasned, as the holder of Bega Cheese
Ordinary Shares issued to you under the Schemewijbloe entitled to participate in any
dividend on the Bega Cheese Ordinary Shares th@dg¢dkred or paid after that date in
respect of the financial performance of Bega Chéastne second half of 2011.

However, if implementation of the Merger is delayedil after 31 January 2012, and the
Bega Cheese Ordinary Shares under the Scheme tiissned to you until after the
record date for a Bega Cheese dividend, you wilehao right to participate in the
dividend.
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1.5

1.6

Independent expert report

Tatura Milk has engaged an independent expert, &/Aldviser Associates Pty Ltd, to
prepare a report on the proposed Scheme. A cofiyeafeport is set out in this scheme
booklet starting at page 105. The independent rex@es concluded that the proposed
Scheme is in the best interests of Tatura Milk RBr&holders.

It is worth noting that the independent expert kiakied a Tatura Milk RP Share at

between $3.05 and $3.78 and 2 Bega Cheese Ord8taages at between $3.40 and
$3.58. Accordingly, the consideration under theppsed Scheme of 2 Bega Cheese
Ordinary Shares for every 1 Tatura Milk RP Shamgitkin this valuation range.

Directors’ recommendations
Your Dairy Farmer Supplier Directors

Having considered the terms of the Scheme and tther @spects of the Merger, and
having considered the limited alternatives to theppsal (see section 2.3 of this scheme
booklet), each of your Dairy Farmer Supplier Diogstdesires to make and considers
himself justified in making a recommendation ireten to the Merger.

Each of your Dairy Farmer Supplier Directors:

(@) considers that the Merger is in the best interadtsthe Tatura Milk RP
Shareholders;

(b) recommends acceptance of the Scheme; and

(c) recommends that Tatura Milk RP Shareholders votavwour of all resolutions to
approve the Scheme or otherwise to facilitate tleeddr;

in the absence of a superior proposal.

The reasons of your Dairy Farmer Supplier Directorsso recommending are set out in
this scheme booklet — in particular see the Idtimm the deputy chairman starting on
page 4 and section 1.3 for more details.

Bega Cheese Nominees

Each other director of Tatura Milk is a Bega Chddeminee and was appointed by Bega
Cheese in accordance with the constitution of BaMilk. Each Bega Cheese Nominee
is also a director or senior executive of Bega Ghedn view of this conflict of interest,
each Bega Cheese Nominee does not consider it @pie for him to make a
recommendation in relation to acceptance of thegeleand does not do so.

Personal voting intentions

The interests of the directors of Tatura Milk itaeteon to the Merger are set out in section
9.3 of this scheme booklet.
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All of your Tatura Milk directors who own or otheise have a relevant interest in Tatura
Milk RP Shares themselves, intend to vote, or p@dhe relevant Tatura Milk RP
Shareholder to vote, in favour of the Scheme, enabsence of a superior proposal.
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2. Advantages, disadvantages and alternatives

2.1 Advantages of the Merger

The following are reasons why you may choose te wofavour of the Merger.

(@)

(b)

(©)

Your Dairy Farmer Supplier Directors and the indefent expert believe that the
Merger is in the best interests of Tatura Milk RRafeholders

The Merger consideration of 2 Bega Cheese OrdiBaigres for 1 Tatura Milk RP
Share is considered to reflect a premium for contro

The volume weighted average price of Bega Cheed@y Shares sold on ASX

over the period from the date the Merger was ancedir{4 October 2011) to the

day before the date of this scheme booklet was0$1.Based on this volume

weighted average price, the Scheme consideratio@ 8ega Cheese Ordinary
Shares for 1 Tatura Milk RP Share values the TalilaRP Shares at $3.40 each.
This is a significant uplift on the amount that Wwbie payable were the shares
redeemed, namely $1 for each share, and is ardwndchiddle of the independent
expert’'s valuation range for a Tatura Milk RP Shafe$3.05 to $3.78 — see the
independent expert report starting on page 105.

The Merger provides Tatura Milk RP Shareholdershvaib opportunity to realise
market value for their Tatura Milk RP Shares.

The Bega Cheese Ordinary Shares that Tatura MilkSR&eholders will receive
under the Merger will be quoted on ASX and therefioadeable (subject to demand
and supply) with an established market value, aildb& generally free of any
restrictions on sale. In contrast, it is difficéitr Tatura Milk RP Shareholders to
access the market value of their Tatura Milk RPr&hainder the present capital
structure of Tatura Milk, given that Tatura Milk R¥hares are not quoted on any
stock exchange, they may only be sold to other Bampand they may be
redeemed for the amount paid up on the sharesb{i.each) if the holder ceases to
supply milk to Tatura Milk. Accordingly, Bega Clse Ordinary Shares should
provide a more liquid investment than your TaturdkNRP Shares by being more
readily saleable at a price reflecting market value

If you become a shareholder in Bega Cheese, ydbwihble to identify the market
value of your investment in the Bega Cheese Groupu will also be in a position
to make your own individual decisions as to whettoeretain your Bega Cheese
Ordinary Shares, utilise them as security for beings, sell some or all of them or
buy additional shares.

Investment in the broader Bega Cheese Group

Bega Cheese is a substantial Australian dairy caspnpad an investment in Bega
Cheese Ordinary Shares will allow you to partiapat the future growth of the
broader Bega Cheese Group. Your Dairy Farmer $mppirectors believe that
further consolidation and corporate activity ilikto occur in the Australian dairy
industry and that Bega Cheese appears to be vesleglto take advantage of any
appropriate investment or rationalisation oppotiasithat arise.
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(d) Continuation of milk supply arrangements

The Merger will not interrupt the relationship beem Tatura Milk and Tatura Milk
RP Shareholders as milk suppliers to Tatura Milkhere will be a seamless
continuity of the current practices and policiesr@hation to milk acquisition and
farm services.

(e) Milk pricing

The Bega Cheese Group relies on ongoing milk suppiy its farmer suppliers.
The price paid to farmer suppliers for their mit(ka key factor in being able to
attract and retain supply. Bega Cheese recogtiegsthe Tatura Milk business
requires a substantial and reliable supply of railkl accordingly, has stated that it
is committed to maintaining a base of dairy milkniar suppliers to Tatura Milk in
Northern Victoria. In order to ensure that theknslpply base remains in place,
Bega Cheese recognises that Tatura Milk will need¢dntinue to pay a leading
manufacturing price for milk supplied to it by faemsuppliers in accordance with
the Bega Cheese Group milk price policy — see g&ge

Following the Merger, Tatura Milk RP Shareholdei$f eease to be entitled to any
dividends based on their milk supplies to TaturékMiHowever, it is expected that
the total price paid for Dairy Farmer Suppliersikrsupplied to Tatura Milk under
their milk supply arrangements will take accountaaly milk supply dividend that
they would otherwise have received as Tatura MikS$hareholders.

(H No redemption if you cease to be a Supplier

Tatura Milk RP Shareholders will no longer needdmain a Supplier in order to
retain their investment. Currently, only Supplieen hold Tatura Milk RP Shares
and the Tatura Milk board has the right to redeeur yratura Milk RP Shares for

$1 each if you cease to be a Supplier. Howevethveing/ou remain a Supplier will

not impact your ability to hold Bega Cheese Ordirahares. This may give some
Tatura Milk RP Shareholders more flexibility in thedairy farm succession

planning.

(g) Tatura Milk RP Shareholders aggregate holding igedBEheese

Upon the successful implementation of the Mergettuia Milk RP Shareholders
will be issued with Bega Cheese Ordinary Sharesesgmting approximately
15.9% in aggregate of the expanded share capitdl rfghts convertible into share
capital) of Bega Cheese. Therefore, at leasaliytiTatura Milk RP Shareholders
will have a significant, aggregate holding in Bé&jaeese.

(h) Impact of the consolidated Bega Cheese Group

An investment in Tatura Milk RP Shares is limitedthe rights and benefits that
result from Tatura Milk’'s operations. An investrhen Bega Cheese allows for

greater diversification into the dairy and food gessing industries. This could have
a positive impact on the return on your investmetite non-Tatura Milk business

of the Bega Cheese Group outperforms the Taturka iisiness.
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(i)

()

(k)

Commitment to maintain Tatura Milk operations irtdra

Bega Cheese has stated that it intends to contmwonduct the key business
operations of Tatura Milk from the facilities attliea and to support and foster the
success of the Tatura Milk business and the ufeeofatura brand in that business.

Tatura Milk supplier representation on Bega Chéesed

Under the terms of the Bega Cheese constitutiontHe first 2 years after the
Merger, the board of directors of Bega Cheese nmastide 2 representatives of
Tatura Milk Dairy Farmer Suppliers. To initially eat this requirement, Bega
Cheese has agreed to appoint 2 of the Dairy FaBupplier Directors to the Bega
Cheese board upon implementation of the Mergefer te sections 3.7 and 7.7.

In addition, even after the first 2 years followittge Merger, dairy farmers who
supply milk to Tatura Milk will be eligible for et#ion to the 4 positions on the
Bega Cheese board reserved for Bega Cheese DameF&uppliers.

Additional synergies to the Bega Cheese Group

Although a number of strategy, personnel and catpaactivities have already been
integrated between Tatura Milk and Bega Cheesee d8ega Cheese acquired its
controlling stake in Tatura Milk in 2007, the Merge likely to result in full
integration of the Tatura Milk operations with tlzdtBega Cheese and accordingly,
should result in additional synergy benefits to Bega Cheese Group, thereby
benefiting all shareholders of Bega Cheese.

2.2 Disadvantages of the Merger

The following are reasons why you may choose te agfainst the Merger.

(@)

(b)

Not all Bega Cheese shareholders are milk suppliers

Ownership of Bega Cheese Ordinary Shares is natelinto milk suppliers. You
may consider that this move away from the co-operaityle business, as was the
historical position for both Bega Cheese and TaMitk, could result in a focus on
shareholder returns to the detriment of the intere$ Dairy Farmer Suppliers
and/or Industrial Suppliers.

Impact on milk pricing and regional focus

As there will be no change in contractual milk dypprangements between Tatura
Milk and its Suppliers in consequence of the Mer@ecluding the way in which
Tatura Milk sets its milk pricing), the Merger doest, in itself, represent an
opportunity for Suppliers to obtain a higher pricetheir milk supply.

On the other hand, despite the stated intentioBegfa Cheese to continue to pay
leading regional milk prices to its milk supplieaad to maintain a base in Tatura,
the Merger may have the impact of diluting theuefice of Tatura Suppliers on the
Tatura Milk business (even though Dairy Farmer 3epp will have continued
representation rights at the Bega Cheese boardl fi@veome time following the
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Merger) and may result in a reduced focus by thgaBéheese Group on regional
issues specific to Northern Victoria.

It is also possible that new or changed circum&smould occur in the future that
result in Bega Cheese changing its stated intemtiorrelation to milk pricing or
continuing the conduct of the key business opamatiat Tatura Milk to the
detriment of Dairy Farmer Suppliers and/or Indagt8uppliers.

(c) The share price of Bega Cheese Ordinary Sharedjsct to market factors

Under the Merger you will receive Bega Cheese @Gmjirtshares. Those shares are
not redeemable and your ability to realise the miankalue of Bega Cheese
Ordinary Shares is largely dependent on the piticgh&ch these shares are traded
on ASX. As with all investments in securities, rthés no guarantee as to the future
performance of Bega Cheese or the Bega Cheeseadydhares.

Further, although Bega Cheese Ordinary Shares aoted| on ASX and are
generally free of any restrictions on sale, undeg88Cheese’s constitution there is
a shareholding limit of 5% for the first 2 yearsrfr the date Bega Cheese listed on
ASX, increasing to 10% for the following 3 yearBhe shareholding limit may also
be renewed for another 5 years at 15% — see se8fibfior more details. The
existence of a shareholding limit is unusual féiseed company and may adversely
affect the value ascribed to Bega Cheese OrdinbeyeS. The full value of the
Bega Cheese Group may also not be reflected iprthailing market price of Bega
Cheese Ordinary Shares due to other external miadtets.

In addition, Bega Cheese Ordinary Shares haveihuted trading history on ASX.

Although to date there has been some trading vadumeés possible that over the
long term, the value of a Bega Cheese Ordinary éSmaay decline due to
insufficient volumes of shares traded on ASX.

(d)  You will no longer be a Tatura Milk RP Shareholder

You will no longer have a direct investment in Tratiilk or have a right to vote at
meetings of shareholders of Tatura Milk. Tatura KMRP Shareholders will
therefore cease to have the degree of direct idei@ver the affairs of Tatura Milk
that they currently have as holders of Tatura NRR Shares, and will no longer be
able to have their Tatura Milk RP Shares redeeroe@X each.

Further, as a holder of Bega Cheese Ordinary Shgoeswill no longer have the
special milk supply dividend right and other eetitlents that attach to your Tatura
Milk RP Shares — see section 3.2 for more details.

(e) Impact of the consolidated Bega Cheese Group

As your investment will be in the broader Bega Glee&roup, your investment is
more diversified across the Bega Cheese Group éss#3. This could have a
negative impact on the return on your investmettiefnon-Tatura Milk business of
the Bega Cheese Group underperforms as compatked Tatura Milk business and
this may impact future dividends.
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2.3

(f)

Change to the Bega Cheese constitution

Although the Bega Cheese constitution currentlyiges for Tatura Milk Dairy
Farmer Supplier representation on the Bega Cheeasd lfor 2 years after the
Merger and that dairy farmers who supply milk tdufa Milk will be eligible for
election to the 4 positions on the Bega Cheesedbmegerved for Bega Cheese
Dairy Farmer Suppliers, it is possible that the 8&theese constitution may be
modified (by special resolution passed by Bega €asbareholders) to remove this
representation right.

Alternative courses of action for Tatura Milk

Your Dairy Farmer Supplier Directors consider tastfar as the interests of Tatura Milk
RP Shareholders are concerned, the proposed Mergeiperior to any other possible
alternatives that Tatura Milk could pursue:

(@)

(b)

(€)

Alternative merger proposals

The Merger Implementation Agreement between Begee&h and Tatura Milk
does not prevent a third party from making an aliéve proposal or Tatura Milk
sourcing other options or offers. However the psmga Merger has been widely
publicised since the issue of the Bega Cheese &ctgpin July 2011 and no
alternative proposal has emerged.

Given the time period that has elapsed since Bdmg€2 publicised its intention to
seek the Merger in the Bega Cheese Prospectushanthdt that Bega Cheese
currently holds approximately 70% of Tatura Milkasés, it is the view of the Dairy
Farmer Supplier Directors that an alternative psapas unlikely to emerge or be
feasible.

Continue the present business operations of TMilka

The Dairy Farmer Supplier Directors consider thadintaining the status quo
remains in the short term a viable option. Howgwaserthe business needs grow and
in particular, funding of major capital expenditurequirements comes up for
consideration, it is likely that there will be aegkefor a mixture of debt and equity.
Accordingly, over the long term it is the Dairy Feer Supplier Directors’ opinion
that these capital expenditure demands will netassa strategy for fund raising in
the future. Accordingly, it is unlikely that the@rcent ownership structure of Tatura
Milk will be viable in the long term.

Other corporate activity

Given that Bega Cheese already owns approximat@y @f Tatura Milk and the
level of contribution that Tatura Milk makes to tBega Cheese Group profits, a
listing, sale or winding up of Tatura Milk is codsred to be a highly unlikely
option.
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3.2

3.3

What the Merger means for Tatura Milk RP Shareholdes
Consideration

If the Merger is implemented, you will receive 2gaeCheese Ordinary Shares for every
1 of your Tatura Milk RP Shares that you hold &09%m on the Implementation Date.

The Merger consideration and all other terms of Mexger were negotiated with Bega
Cheese by your Dairy Farmer Supplier Directors ehdff of Tatura Milk with the
benefit of financial and legal advice.

The independent expert has also made an assessitlieatMerger consideration, and the
respective value of a Tatura Milk RP Share and Bégaese Ordinary Share for this
purpose, and has concluded that the exchangeafa2®ega Cheese Ordinary Shares for
1 Tatura Milk RP Share is fair and reasonable ftbm perspective of Tatura Milk RP
Shareholders — see the independent expert repaiington page 105.

Becoming a Bega Cheese shareholder

If the Merger is implemented, Tatura Milk RP Shaiders would cease to be
shareholders of Tatura Milk and would become staddehs of Bega Cheese. As a
consequence, Tatura Milk RP Shareholders wouldecem®njoy their current rights as
such shareholders which include:

(@) the right to attend, speak and vote at general ing=ebf Tatura Milk and thereby
have a say in the appointment of Dairy Farmer Sep@irectors and other
governance arrangements concerning Tatura Milk;

(b) the right to dividends from Tatura Milk either acdimg to the number of Tatura
Milk RP Shares held or the quantity of milk supglte Tatura Milk;

(c) the right to have their Tatura Milk RP Shares reded and

(d) in the case of Dairy Farmer Suppliers, the righstbscribe for additional Tatura
Milk RP Shares under the Tatura Milk subscriptimmesne based on their milk
supplies to Tatura Milk.

See section 5.7 of this scheme booklet for furtletails of these benefits.

By becoming a shareholder of Bega Cheese, TatutaRR Shareholders would acquire
rights as the holders of Bega Cheese Ordinary Shwith respect to Bega Cheese under
its constitution. They would not, however, be gadi to receive dividends or to subscribe
for additional Bega Cheese shares based on th#éirsupplies or to have their shares
redeemed. Further details regarding the rightsotders of Bega Cheese Ordinary Shares
under Bega Cheese’s constitution are set out imose8.

Contractual and other supply arrangements

There would be no change to the contractual arraegées between Tatura Milk RP
Shareholders and Tatura Milk for the supply of malikd other dairy commodities, in
consequence of the Merger.
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3.4

3.5

3.6

3.7

3.8

In fact, subject to regulatory requirements anddgbosiness practice, Bega Cheese does
not expect any material changes to occur regardivg Tatura Milk RP Shareholders as
suppliers currently interact with Tatura Milk andvh they would interact with Tatura
Milk as a wholly-owned subsidiary of Bega Cheederahe Merger.

Milk pricing

Bega Cheese recognises that the Tatura Milk busirezglires a substantial and reliable
supply of milk and, accordingly, is committed toimaining a base of dairy farmer milk
suppliers to Tatura Milk in Northern Victoria. Be@heese recognises that, in order to
ensure that this milk supply base remains in pfattewing the Merger, Tatura Milk will
have to continue to pay a leading manufacturingepfor milk supplied to it by dairy
farmers in Northern Victoria.

Location of Tatura Milk business

Following the Merger, Bega Cheese intends to caetithe key business operations of
Tatura Milk from the company’s facilities at Tatukictoria. Bega Cheese also intends
to continue to support and foster the successefTdtura Milk business and the use of
the Tatura brand in that business.

Dairy Farmer Supplier Directors will cease to holdoffice

If the Merger is implemented, all of your Dairy Feer Supplier Directors will cease as
directors of Tatura Milk. As a consequence, theuieaMilk board would be comprised
of the Bega Cheese Nominees (and/or any othertdiseappointed by Bega Cheese, who
are expected to be from the directors and exeaibvéhe Bega Cheese Group).

Representation on the Bega Cheese board

Bega Cheese has agreed that it will use its bestasours to ensure that 2 individuals
who are, or represent bodies corporate that aeyrd dMilk Dairy Farmer Suppliers are
on the Bega Cheese board for 2 years from the lhgailéation Date. In accordance with
this commitment, Bega Cheese intends to appoinf oar Dairy Farmer Supplier
Directors as directors of Bega Cheese by the Im@ieation Date.

All 4 of the Dairy Farmer Supplier Directors havenmnated for these 2 board positions,
and have agreed to have a ballot for the selectic¢hof them to be voted on by Tatura
Milk RP Shareholders only. This ballot is planriede conducted at the general meeting
of Tatura Milk to be held on the same day as thee8e meeting.

Sale facility for Bega Cheese Ordinary Shares

Bega Cheese has agreed to use its best endeawvoessablish an arrangement with a
stock broker to enable Tatura Milk RP Shareholdetsade in the Bega Cheese Ordinary
Shares issued to them under the Scheme on markeg\ailing market prices within a
period of 3 months following the Implementation ®atOnce the Merger is implemented,
Bega Cheese will write to each Tatura Milk RP Shalder who acquires Bega Cheese
Ordinary Shares under the Scheme with further ldetthis arrangement.
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3.9 Otherwise business as usual

As Tatura Milk has been operating as a 70% comttiolubsidiary of Bega Cheese since
2007, the companies have already combined thossidas involved in setting overall

planning and control of their respective businesaed operations, with a view to

eliminating duplication of tasks, and reducing codBoth companies’ structures and
operations have also been regularly reviewed wittew to identifying the business units
which may be combined, improved, further develomgddisposed of, and where

appropriate, operations have been rationalised theroreview outcomes have been
implemented.

In the circumstances, other than set out in thisiGge 3, it is the present intention of the
directors of Bega Cheese and those Tatura Millkctiire who would continue as directors
of Tatura Milk or become a director of Bega Cheese:

(a) to continue, grow and improve the business of Ealitk;

(b) not to make any major change to the nature of thgnkess of Tatura Milk,
including any redeployment of the fixed assets atufa Milk; and

(c) to continue the employment of the present emplogédsitura Milk.

All directors of Tatura Milk support these intentg
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4.1

Industry developments
Overview

This section 4 has been prepared by Bega Cheesafdygnce to its own information as
well as to information and statistics provided bgifp Australia in its publications,
specifically ‘Dairy 2011 (September) — Situationda®utlook’ and ‘Australian Dairy
Industry In Focus 2010'. Extracts that have beeawd from Dairy Australia
publications relate to the Australian dairy indysis a whole and not specifically to the
Bega Cheese Group. Tatura Milk, which operatahénsame industry as Bega Cheese,
agrees with Bega Cheese’s comments and observaitiotie industry as outlined in this
section 4. This section should be read in conjanawith sections 5.11 and 6.17, which
include various industry and company specific fia&tors relevant to Tatura Milk and
Bega Cheese respectively.

The dairy industry encompasses businesses ranging diairy farms through to food
manufacturers. Cow’'s milk consists of solids (nfak, protein, lactose and minerals) in
water, with water making up about 87% of the volume

Milk produced by farmers is processed into produntiuding fresh milk, cheese, butter,
cream, yoghurts, custards and milk powders. Intiadid certain products comprise the
nutritional components of milk such as lactofermd colostrum or by-products such as
whey and permeate.

In general, the industry tends to be categorisemtino sectors. The first is the ‘market’
or ‘liquid’ milk sector that produces fresh dringinmilk for immediate domestic
consumption. The second is the ‘manufacturingkrsgctor which further processes the
milk into various dairy commodities and value-adgedducts including cheese, butter,
yoghurt and milk powders. The importance of th&idction is that the price paid for
market milk, particularly in NSW and Queenslandhased on local demand for drinking
milk on a year round basis, while the price paidnf@anufacturing milk tends to be based
on returns from international dairy commodity psdé&ranslated into Australian dollars).
This reflects the fact that products such as cheedk powders and butter are global
commodity items and prices received are basedtemiational prices.

Bega Cheese and Tatura Milk are primarily manufaogumilk entities, although Bega
Cheese has a minor involvement in the liquid milarket through its 25% interest in
Capitol Chilled Foods (Australia) Pty Limited.

Australia

The overall product output of the Australian damglustry is as follows:
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Australian dairy industry product
output

3% 3%

m Cheese

®m Drinking Milk

B Wholenmilk powder

B Skimmilk powder/butter
B Cazein/butter

m Other

Australia’s dairy industry is one of its three masiportant domestic rural industries
ranking behind the beef and wheat industries. &tenated farm gate value of the dairy
industry in 2009/10 was $3.4 billion.

Features of the Australian dairy industry inclulde tollowing:

(& InFY2011, 1.6 million cows on just over 7,500 farproduced 9.1 billion litres of
milk, an increase of around 1% on milk productinriy2010.

(b) Recent low volumes and intense competition at Hoehsupply and retail level has
resulted in ongoing rationalisation in the numbdr dairy processors and
manufacturers.

(c) 64% of Australia’s milk is produced in Victoria.

(d) 45% of milk production is now converted into prottuthat are exported overseas
as opposed to 31% in 1990. Australia’s major exmwstinations by value in
2009/2010 included Japan (19%), China (10%), Siogag9%) and Indonesia
(6%).

(e) The Australian dairy manufacturing sector is dieenscluding farmer-owned co-
operatives as well as public, private and multovaal companies. Industry
estimates are that six major milk buyers acquireacD0% of all milk production.
The Bega Cheese Group’s total milk intake in FY2@dds 591.3 million litres
which equates to approximately 6% of the total Aalg&tn milk production.

()  Per capita consumption of dairy products has reethielatively stable over the
past decade.

The Bega Cheese Group’s business model is focusdabth conversion of milk into

value added dairy products and the value addindaofy ingredients. While the Bega
Cheese group manages a relatively small percerdbgeustralia’s raw milk, it is a

significant packager and value adder of cheeseotiret dairy products in Australia.
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Global

The international dairy trade is of considerablepamiance to the Australian dairy
industry. Dairy product exports account for nedrgtf of total milk production. The

price of milk received by farmers in the domestiarket is linked to export returns and
the relative value of the Australian dollar to th8 dollar.

Features of the global dairy industry include:

(&) Most countries in the world have a local milk protlon capacity. In many
countries, including large Australian dairy expdeéstinations such as the Middle
East and Asia, dairy production falls significanglyort of demand. These countries
supplement their local production with importedrgairoducts.

(b) The European Union and USA account for 26% and é8pectively of world
cows’ milk output, compared to Australia which pucds 2%.

(c) Most dairy products are consumed in the countryhich they are produced, with
less than 8% of global production traded on intiomal markets.

(d) Global dairy exports are dominated by New Zeal@8%#4 of all export sales), the
European Union (32% of all export sales) and Alistd0% of all export sales).

(e) Significant trade barriers exist in many countries.

(H  Milk production has been relatively stable in Westeountries but has increased
steadily in Asia and Central and South America.

(g) Consumption of dairy products in Western countiseelatively stable while dairy
consumption in Asia and Central and South Amergcancreasing rapidly. Infant
formula is an important part of this demand.

Government regulation of the dairy industry
Australia

Major changes to the structure of the dairy industccurred in July 2000 with the
removal of all production and sale quantity priegulation, including official distinctions
between market milk and manufacturing milk. Asault, Australian dairy farmers now
operate in a deregulated and open market with thi@ government involvement being
the administration of food standards and food gadesurance systems. Deregulation has
resulted in intense competition between procesadise market milk sector.

Domestic and international market circumstanceshbooed with regional milk supply
availability are now the only drivers for the priceceived by farmers for their milk.
Manufacturers and processors of dairy foods noweeiheir earnings from revenue
generated by the sale of their products withoutgowernment support or payments.
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4.3

Global

The international trade in dairy produce is digdrby tariff and non-tariff protection by
the major producing and consuming countries inclgdhe USA, Japan and countries
within the European Union.

Some significant trade barriers include:

(&) USA —direct bilateral quota arrangements reskigitralian imports

(b) European Union — direct bilateral quota arrangemesstrict Australian imports
(c) Japan — quotas on Australian cheese and skim rovikier

(d) China — tariffs exist but there are no quotas

Australia does apply some tariffs on imports ofgaroducts.

Current market conditions

The decade commencing January 2000 has been hedlibnced by drought conditions
throughout Australia which has resulted in lowettleanumbers and a reduction in milk

supply.

In FY2008, market conditions (especially prices tmmmodity products) improved
dramatically as a result of strong global demaHdwever, FY2009 was impacted by the
world wide downturn associated with the global fical crisis. FY2010 saw a
significantly improved turn around in operating ddions for the Australian dairy
industry. Strengthening global economic condititwibbwing the global financial crisis
underpinned demand growth in key markets, whilauced international supplies saw
dairy commodity prices rise in US dollar terms tighout 2010 and into early 2011.
More recently, international dairy commodity prickave softened with increasing
supplies from Latin America and New Zealand anddpobion growth in the United
States and the European Union. This downward tread continue if the current global
economic instability resulting from Eurozone sowgmedebt issues deteriorates further.

On-farm milk production in late 2010 and early 2Mds impacted by wet conditions and
in some regions substantial floods. While this radshort term impact on milk
production, generally the improved water suppligsilitated a reasonable finish to the
FY2011 milk season especially in the south-eastegions. Milk production in the first
quarter of FY2012 has started slowly due to very eanditions in Southern Victoria,
farms continuing to recover from floods in Queendland continued drought in Western
Australia. Production is anticipated to increaseughout the year as a result of solid
home-grown feedbases and guaranteed access to water

The high Australian dollar continues to constraturns to exporters but strong global
demand for dairy products continues, particulfndyn China, Asia and the Middle East
China’s total volume of dairy product imported 81D was estimated at US$30 billion,
up 61% from the prior year.
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4.4

Historical dairy commodity prices June 1991 - May P11
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Domestically the recent action by major retailersat the retail selling price of private
label milk, butter and cream as part of a wideatsgic market play has received
substantial media attention and resulted in an iendawy the Australian Parliament.
There is no immediate material impact on Bega Ghdes Tatura Milk) or farmer

suppliers as a result of this action. The medianohg term implications however are
still not clear.

Industry outlook

Industry fundamentals remain sound at present, aiivantageous climatic conditions,
particularly in Southern Australia, leading to adarable seasonal outlook. However,
downside risks exist particularly around continugedtability in the global economy.
Longer term, there are a number of unknowns whialg affect the industry, including:

(@) short term currency volatility

(b) impact of food price inflation in China and India

(c) political unrest in the Middle East

(d) USA Farm Bill that provides assistance to US fasnerdue for renewal in 2012
(e) recovery of regional areas form the impact of receoughts and floods

Milk production is expected to increase approxinyale5% to around 9.25 billion litres
in 2012 and global demand is predicted to remaiongt underpinned by the Chinese
economy continuing to grow rapidly. Global daignumodity prices are stabilising after
recently falling from their peaks.

The late 2008 acquisition of Dairy Farmers by Liathan National Foods a member of
the Kirin Group, was the most recent significantpooate consolidation in the Australian
dairy sector. In November 2010, Bega Cheese ajairl5% interest in WCB. Fonterra
sold its Brownes business to a private equity comipa early 2011. Lion Nathan
National Foods has also announced a rationalisaifoits Australian cheese making
facilities.
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5.1

5.2

Information on Tatura Milk
Overview

Tatura Milk conducts a successful dairy productsifess with a long history of
operating in Victoria’s Goulburn Valley.

The company is located at Tatura, Victoria and nfestures dairy products such as milk
powder and cream cheese and nutritional food ptedsiech as infant formula. The
products are sold locally and exported internatigna

Tatura Milk is currently supplied with milk from ppximately 270 professional dairy
farms. The majority of these dairy farms are ledawithin a 60 kilometre radius of the
Tatura factory. Tatura Milk currently processepragimately 350 to 400 million litres
of milk each year that produces approximately 62,072,000 tonnes of manufactured
products each year.

History

Tatura Milk traces its origins to Tatura Butter feag and Farmers Produce Company Ltd
which was established in 1907. Significant evémtie history of the company are noted
below:

Year Milestone

1907 Tatura Butter Factory and Farmers Produce @agnptd is founded
1952 Merchandise store opens to cater for rurghlgupeeds

1980 Tatura Cheese Industries Pty Ltd establishg@daduce 2,000 tonnes of

cream cheese per annum for the domestic and exjaokiets

1986 Corporate reorganisation resulting in Taturalk Mowning and
controlling all of the group’s operations

1991 Technology exchange contract signed with SBamd Australia

1993 Snow Brand Australia, a customer of TaturekMuilds a $25 million
infant formula canning plant adjacent to the conymfactory

1996 $20 million plant expansion, including thetalisittion of a new dryer
and evaporator capable of producing 5 tonnes ofdgowper hour as
well as a new 12 tonne per hour packer

2001 New drying plant commissioned at a cost of $3lion with the
capacity to produce 30,000 metric tonnes (mt) gaein of fortified and
high fat powders

2003 New lactoferrin plant built at a cost of $&8lion with the capacity to

produce 12 mt of lactoferrin each year.
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Year Milestone

2005 Construction of milk protein concentrate plamtconjunction with
Ingredia
2007 Bega Cheese acquires a 70% shareholding umaristilk

5.3 Current operations

Tatura Milk principally conducts its business frate manufacturing facility at Tatura,
Victoria. The business has two divisions — cor@ydaroducts manufacturing and
nutritional food products manufacturing.

Core dairy products manufacturing

Tatura Milk is a business-to-business dairy foochafacturer, that is, it supplies dairy

products to other food companies on a wholesals.badilk is converted into a range of

core dairy products, including cream cheese, hagtirbzen cream, whole milk powder,

skim milk powder, milk protein isolate and butteiLatura Milk conducts a sales and
marketing operation separate from Bega Cheese antiden active for many years in the
Asian markets.

The cream cheese and high fat dairy products pestat Tatura Milk are used in the
production of cheesecakes and other food and gmioBucts in Asia. Some of Tatura
Milk’'s customers are major international food, gaproduct and trading companies.
Over 65% of Tatura Milk FY2011 revenue was fromantp, primarily to Asian markets.

Milk protein isolate is produced as a spray-driedvger containing 85% milk protein and
is used as a dairy ingredient in desserts, bakedsggaoppings, low-fat spreads, dairy
based mixes, beverages and processed cheese protiustproduced by Tatura Milk in
one of its driers which incorporates plant and kdew provided under lease and licence
arrangements by a French company, Ingredia SA.retli@g SA is also Tatura Milk's
largest customer for milk protein isolate and idationship with Tatura Milk is
documented in a series of agreements relatingetondinufacture, supply and sale of milk
protein isolate products.

In addition, Tatura Milk produces approximately@@) tonnes a year of commodity type
milk powders. The majority of this production igperted to Asian markets.

Nutritional food products manufacturing
Infant formula

Tatura Milk produces high value nutritional producuch as formula for infants and
children, and lactoferrin. While milk is sourcextélly, the production of infant and other
formula products is not substantially dependenaal milk supply.

Tatura Milk has been manufacturing infant and otteemula products for customers
since 1993 and has developed supply arrangemetitscainpanies in Australia, Japan,
China, Korea and Taiwan. Some of the formulatitimst have been developed in
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5.4

conjunction with these companies are complex andufiagtured to very tight quality
specifications.

Tatura Milk operates within a strict quality enviraent monitoring and evaluating the
guality of product from the farm through to thedimproduct delivered to customers. Raw
materials are sourced from a number of suppliedskd@nded to exacting specifications.
Australian product has a high reputation in theaAgsinarkets for its quality and safe use
for infants.

Products currently manufactured include:

(@) infant formula — stage 1 for 0-6 month old infants

(b) follow-on formula — stage 2 for 6-12 month old inffs

(c) growing-up milk powder — stage 3 for 12-24 monith wddlers

Tatura Milk’s current production capability compass wet-mix dry ingredient addition

and two multi-stage driers. In FY2010, Tatura Mikoduced nearly 20,000 tonnes of
infant and other formula product. Tatura Milk sliep these products in bags ranging
from 25kg up to bulk bags of approximately 800Kgatura Milk can also arrange for

formula products to be supplied in retail-readyscémough third party canning service
providers.

An important part of Tatura Milk’s production of iional formula products takes place

under a long term agreement with Mead Johnsoml@agleader in infant and children’s

nutrition. Under this agreement, Tatura Milk alites one of its two multi-stage driers
and provides the staff and site services requice@nable Mead Johnson to produce
nutritional powder.

Lactoferrin

Lactoferrin is a significant milk biologic produthat brings to food markets unique
health and nutritional features of milk.

Lactoferrin is a freeze-dried protein purified ditlg from premium quality milk. As well

as being necessary for normal growth of intesticells, lactoferrin functions as an
antioxidant in iron mediated oxidation reactiond ams an anti-inflammatory agent.
Tatura Milk uses advanced ion-exchange technolagdyzing lactoferrin that is of the
highest purity. Lactoferrin is used in a range pplecations including infant formulas,
adult nutritional powders and drinks, yoghurts apdrts formulations.

Board of directors

As at the date of this scheme booklet, the Tatuilk Mbard comprises:

Name Status
Barry Irvin AM Chairman and Bega Cheese Nominee
Richard Parbery Bega Cheese Nominee
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Name Status

Colin Griffin Bega Cheese Nominee

Aidan Coleman Bega Cheese Nominee

Rick Cross Deputy chairman and Dairy Farmer Supplieector
Ken Wood Dairy Farmer Supplier Director

Fred De Cicco Dairy Farmer Supplier Director

Jeff Odgers Dairy Farmer Supplier Director

The constitution of Tatura Milk specifies that theare to be up to 4 directors appointed
by Bega Cheese, 2 Dairy Farmer Supplier Directors ap to 2 other directors as
determined by the board. Currently, there are #ylFdarmer Supplier Directors with the
additional 2 positions having been allocated torp&armer Supplier Directors. All of
the Dairy Farmer Supplier Directors are electedheyshareholders.

If the Merger is implemented, all of your Dairy Feer Supplier Directors will cease as
directors of Tatura Milk. As a consequence, theuieaMilk board would be comprised
of the Bega Cheese Nominees (and/or any othertdiseappointed by Bega Cheese, who
are expected to be from the directors and exeaitiwehe Bega Cheese Group). All of
the Bega Cheese Nominees are currently directosemior executives of Bega Cheese
and their profiles are set out in sections 6.5&6d

A summary of the relevant experience of your D&aymer Supplier Directors is set out
below.

Rick Cross, B.Ag Sci (Hon), AAICD
Deputy chairman

Mr Cross has been a director of Tatura Milk sin@@3 having spent the previous 2
years as an associate director.

Mr Cross is currently the deputy chairman of Tatek and previously held that
position from 2005 to 2007. During that earlieripe he was heavily involved in
negotiating the subscription by Bega Cheese afd#% shareholding in Tatura Milk.

Mr Cross has represented dairy farmers at variewesid within the United Dairyfarmers
of Victoria and also sits on the Innovation SelattiCommittee for the Gardiner
Foundation. In 2002, he completed the residergralgram run by the Australian
Institute of Company Directors.

Mr Cross is an active dairy farmer and his curresponsibilities at Tatura Milk include:
(a) Director of Tatura Milk since 2003;

(b) Deputy chairman from 2005 to 2007, and from 200&ads;
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(c) Member of the Tatura Milk finance committee

Ken Wood

Mr Wood has been a shareholder-supplier of Tatuilk Bince 1972. He has been
heavily involved in water issues in northern Vitaosince 2004.

He is an active dairy farmer and his involvemenrthim dairy industry includes:
(d) Director of Tatura Milk since 2005;

(e) Former UDV District Councillor;

(H  Inaugural member of Northern Victorian Irrigators;

() Former member of Goulburn-Murray Water Services Guttee;

(h) Current member of Northern Victorian Irrigation R&ral Project Modernisation
Committee;

() Tatura Milk’'s representative on National Irrigat@suncil.

Mr Wood has served in various community organisatiand is a member and past-
president of the Rotary Club of Tatura.

Fred De Cicco

Mr De Cicco has been a director of Tatura Milk sirR7 October 2005. Prior to this
appointment, he was an associate director fromduéiu2003 for a 12 month period. In
addition to the above, he has served as a membegatafa Milk’s finance committee

since January 2008.

Since 1981, Mr De Cicco has been farming and i alstud breeder. Holstein Australia
awarded him Master Breeder of the Year for 2010.

Jeff Odgers, B Bus (Ag Mgt)

Mr Odgers has been strongly involved in dairy indusoles for the past 12 years, and
actively managing farming businesses for over 24rs/e

Mr Odgers served as chairman of Bonlac Foods TasmaBupplier Representative
Scheme from 1999 to 2001, developing a broad utadetgg of dairy supply chain
dynamics.

Following a relocation of business interests totdfi@, Mr Odgers became involved in
local irrigator representation as a member of Génteoulburn Water Services
Committee from 2004 to 2007. Currently Mr Odgessai member of the Australian
Dairy Industry Council’s ‘Water Taskforce’ whichedes to achieve balanced outcomes
from the Murray Darling Basin Plan.

In 2006, Mr Odgers was appointed a director of MurDairy Inc and has been board
chairman since August 2008. Murray Dairy worksselg with numerous organisations
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on research, extension and industry developmentshagionally focused.
Since November 2009 Mr Odgers has served as aalirgicTatura Milk.

Mr Odgers’ formal qualifications include an Assdeidiploma of Farm Management
(1987) and a Bachelor of Business (2005). In 2@®8ompleted the residential program
run by the Australian Institute of Company Direstor

5.5 Management

Tatura Milk's business is supervised by the boattictv has delegated day to day
management to an experienced team based at itsiqtianal facility at Tatura, Victoria.
The team is led by Tatura Milk’s Executive Genéfainager, Paul van Heerwaarden, and
supported by the senior executives. This execuéaen reports to the board of directors
of Tatura Milk. A summary of the experience andoatalities of Tatura Milk’s
management team is provided below.

Paul van Heerwaarden, CPA, MBA, BBus (Acct)
(Tatura Milk Executive General Manager)

In May 2011 Paul was appointed Tatura Milk ExeaitBeneral Manager after two
years as Chief Financial Officer. Previously Paurked in senior financial and
management positions with a number of Australiashiaternational agribusinesses.

He has an MBA from the Melbourne Business SchoolBaxhelor of Business
(Accounting), RMIT and is a CPA.

Tony Kilmartin
(Tatura Milk General Manager Sales)

Tony commenced employment at Tatura Milk in Decenit®y'5. He was sponsored by
Tatura Milk to undertake tertiary study in dairy midacture technology at Gilbert
Chandler Institute in 1977-78. After graduatingny’s roles have included Laboratory
Manager and R&D Manager before becoming Cream @hdéanager and then
Planning & Logistics Manager. He moved to his entrrole of General Manager Sales
in 2003.

Frank Baldi, Dip App Science (Dairy)
(Tatura Milk General Manager Operations)

Frank has been with Tatura Milk for 15 years anchae held several managerial roles
during that period. Frank’s current responsibilisythe overall operations at Tatura
Milk. He completed a Diploma of Applied Sciencedairy at Gilbert Chandler College
in 1999/2000.

Scheme booklet| Page 33



5.6

5.7

Stuart Brown, B. Agr Science (Hons)
(Tatura Milk General Manager Milk Supplier Services)

Stuart joined Tatura Milk in April 2004 followingosne 25 years’ experience in
Northern Victoria as a private farm management gbast (Farmanco Pty Ltd),
Goulburn Broken catchment salinity program coorttinand dairy extension officer
with the Department of Agriculture. Stuart manadietd services and the farmer
production/shareholder interface with Tatura Milkdabrings a wealth of experience to
his role.

Jason Wells, CPA, BBus (Acct)
(Tatura Milk Financial Controller/Company Secretary)

Jason joined Tatura Milk in March 2000 after thggmars as financial accountant at
Goulburn Valley Water and previous accounting eigmee with SPC/Ardmona. With

11 years’ experience, Jason leads the finance #mainis responsible for company
secretarial duties for Tatura Milk.

He has a Bachelor of Business (Accounting) fromr@seSturt University and is a CPA.

Corporate governance

Tatura Milk operates under its own corporate goaeoe arrangements that are
appropriate for its operation as a 70% owned sidryiedbf Bega Cheese. These include
its own board committees and management structiéhere appropriate, code of

conduct type polices have been made consistentBe@ga Cheese policies. Appropriate
rationalisation of policies will occur following ¢hcompletion of the Merger.

Share capital structure

Tatura Milk has two classes of shares on issugyrdd¥lilk Ordinary Shares and Tatura
Milk RP Shares.

Tatura Milk Ordinary Shares

At the date of this scheme booklet, there are Z8511l Tatura Milk Ordinary Shares on
issue, all of which are held by Bega Cheese, apieesent approximately 70% of the total
number of issued Tatura Milk shares.

Under Tatura Milk's constitution, 35 million sharesthe maximum number of Tatura
Milk Ordinary Shares that may be held at any time@bon behalf of one person.

Tatura Milk RP Shares
At the date of this scheme booklet, there are 2408 Tatura Milk RP Shares on issue.

The Tatura Milk RP Shares are widely held by Swgrpli.e. people who supply milk and
other dairy commodities to Tatura Milk. The Suppdi comprise Dairy Farmer Suppliers
(dairy farmers who supply commercial quantitiesnafk to Tatura Milk on a regular
basis) and Industrial Suppliers (organisations athérs who trade in milk or other dairy
commodities and supply significant quantities teufa Milk).
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At the date of this scheme booklet, there are 3aBylFarmer Suppliers and 5 Industrial
Suppliers holding all of the issued Tatura Milk BRares.

The rights and restrictions applying to the Tatiidk RP Shares under Tatura Milk’s
constitution are substantially the same as thogdyiag to the Tatura Milk Ordinary
Shares, except in the following key respects:

(@ The maximum number of Tatura Milk RP Shares thag beheld at any time by or
on behalf of one person is 5% of the issued TaWilaRP Shares.

(b) Tatura Milk RP Shares may only be issued to Supplie

(c) Unless the Tatura Milk directors determine otheewithe number of Tatura Milk
RP Shares that may be issued to a new Suppli@0is 1

(d) Tatura Milk RP Shares are redeemable at the omtiohatura Milk if the holder
ceases to be a Supplier or requests redemption.

(e) The amount payable on redemption is the amountygaimh the share together with
any dividend declared but not paid.

(H  Tatura Milk RP Shares may only be transferred wtfzar Supplier.

(g) Tatura Milk RP Shareholders are entitled to divitkeaccording to the quantity of
milk supplied by shareholders to Tatura Milk ovemperiod determined by the
Tatura Milk directors, as well as according to thenber of Tatura Milk RP Shares
held at the same rate per share as that payabledratura Milk Ordinary Shares.

In addition, the Tatura Milk board has, in the pastablished and implemented a share
subscription scheme under which Tatura Milk RP &halders who are Dairy Farmer
Suppliers have been given the opportunity to sulbsdior additional Tatura Milk RP
Shares each year on a basis determined by thetatsecThe scheme has provided a
means by which the total number of Tatura Milk RiRu®s on issue can represent 30%
(or close to 30%) of the total number of issueduf@tMilk shares. Tatura Milk RP
Shareholders who are Industrial Suppliers do ndiqgiaate in the scheme.

Tatura Milk RP Shareholders who are Industrial 3iepp also have not participated in
dividends paid according to milk supplied becaussytdo not supply milk on a daily
basis, which is the basis on which those dividdralse been determined. However, they
do participate in dividends paid according to thenber of shares held, on the same basis
as all other shareholders.

At the date of this scheme booklet the aggregataben of Tatura Milk RP Shares
represents 29.71% of the total number of issuedesha Tatura Milk. There is no
intention to offer further Tatura Milk RP Sharesdenthe share subscription scheme prior
to the implementation of the Merger.
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5.8

5.9

Dividend policy and payment history
Shares

All Tatura Milk shareholders are entitled to diwdis based on cents per share. The
timing and the amount of dividends paid dependsnughe profits of Tatura Milk, its
financial and taxation position, funds retained dapital expenditure and the Tatura Milk
directors’ views of the appropriate payout ratiotla time. In respect of FY2011, the
directors of Tatura Milk declared a dividend of Z4nts per share (totalling
$1,545,693.24). This dividend was paid in Decen@fdi0.

Milk

Tatura Milk RP Shareholders are also entitled tadéinds based on milk supply. Tatura
Milk is committed to delivering an attractive ratuto its Dairy Farmer Suppliers who
hold Tatura Milk RP Shares and has a number of vitagan use to pay Dairy Farmer
Suppliers who hold Tatura Milk RP Shares for timeilk supply. For example, in the past
Tatura Milk has paid dividends to Dairy Farmer Sigsp based on premium and choice
milk solids supplied during particular periods. eTtotal dividend determined to be paid
to Dairy Farmer Suppliers holding Tatura Milk RPag#s based on milk supplied during
FY2011 was $2,711,544.74. Following implementatirihe Merger, Tatura Milk RP

Shareholders will cease to be entitled to be paigiends by Tatura Milk based on milk

supply.
Historical financial performance

The historical financial information below has beetracted from Tatura Milk’s audited
financial statements for FY2011. The informatialates to Tatura Milk only and
therefore does not reflect the impact of the Scheme

The information is a summary only and does not aionthe disclosures provided in
annual financial reports in accordance with thepOoations Act.

Tatura Milk’'s 2011 annual report was mailed to Tatiilk RP Shareholders on 25
October 2011. Tatura Milk RP Shareholders caneasgan additional copy of this report
by contacting Tatura Milk’s registered office or8{®824 6200.
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Consolidated statement of financial position

Actual Actual
$'000 2011 2010
Current assets
Cash and cash equivalents 1,780 8,915
Trade and other receivables 41,071 41,369
Derivatives 1,854 -
Inventories 33,118 54,646
Total current assets 77,824 104,929
Non-current assets
Other financial assets 153 153
Property, plant and equipment 69,903 65,303
Deferred tax assets 14,847 14,280
Intangible assets 190 376
Total non-current assets 85,092 80,111
Total assets 162,916 185,040
Current liabilities
Trade and other payables 40,379 55,340
Derivatives - 2,222
Borrowings 12,726 26,873
Provisions 6,059 5,293
Total current liabilities 59,163 89,728
Non-current liabilities
Trade and other payables - 150
Borrowings - 6,659
Provisions 330 421
Total non-current liabilities 330 7,230
Total liabilities 59,493 96,958
Net assets 103,423 88,082
Equity
Contributed equity 48,846 47,020
Reserves 17,952 15,808
Retained profits 36,625 25,254
Total equity 103,423 88,082
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5.11

Consolidated income statement

Actual Actual

$'000 2011 2010
Revenue 312,316 271,241
Changes in inventories of finished goods and wonkrogress (21,527) 19,183
Raw materials and consumables used (211,237) (209,447)
Employee benefits expense (35,648) (32,490)
Depreciation and amortisation expense (7,174) (7,149)
Other expenses (13,557) (15,284)
Warehousing and distribution expenses (7,271) (10,296)
Finance costs (2,064) (3,034)
Profit before income tax 13,838 12,724
Income tax (expense)/benefit 1,790 4,088
Profit for the year 15,628 16,812
Profit attributable to

Equity holders of Tatura Milk 15,628 16,812

Material changes to financial position since balaredate

To the knowledge of the directors of Tatura Milkete has been no material change to
the financial position of Tatura Milk since 30 Juz{11.

Risks

This section 5.11 identifies what Tatura Milk redmras the key risks which could
adversely impact Tatura Milk’s financial performanand cause that performance to
differ from statements of forecast performance amad in this scheme booklet. It also
identifies the key risk factors associated withimwestment in Tatura Milk RP Shares.
You should read the whole of this scheme bookletrder to fully appreciate those risks.

These risks have been identified having regardheolikelihood of them occurring, their
potential impact on Tatura Milk and their relevartoceTatura Milk RP Shareholders.
They ought not to be taken as an exhaustive stateof¢he risks faced by Tatura Milk or
investors in Tatura Milk. Those risk factors, anbers not specifically referred to below,
may in the future materially affect the financiarformance of Tatura Milk and the value
of Tatura Milk RP Shares.

Business specific risks

Business specific risks that may impact signifigaoh Tatura Milk, its performance and
price of Tatura Milk RP Shares include the risksalibed below.

International dairy commodity prices and foreign exchange risk

Dairy commodity prices fluctuate in accordance wgtbbal supply and demand. The
market value of core products of Tatura Milk sush@lk powders are all affected by the
global commodities market to some extent, evenahmeducts not exported but traded
within the domestic market are similarly affected:here is a risk that a decline in
commodity prices may reduce the prices at whiclurBaMilk is able to sell its products,
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thereby adversely impacting its earnings unlesstippices for raw materials, including
milk, can be adjusted to reflect this change.

Where dairy commodities are sold into export marklkeeé main currency is the US dollar.
Fluctuations in the Australian dollar as compa@doteign currencies have the potential
to adversely impact the revenue and returns ofraadwilk.

Reliance on major customers and exports

Tatura Milk’'s business relies on its ongoing comerarrelationships with the major
customers for which it manufactures and supplieslycts, such as Mead Johnson and
Ingredia. However, while these major customerti@ighips represent a strength, the
loss of a major customer could result in significativerse financial consequences, as it is
likely to take some time to replace a major custome

As about 65% of the Tatura Milk sales are expaatsy imposition of trade barriers,
regulatory requirements or other matters that weaifleict world trade may impact Tatura
Milk Group’s business.

Environmental risk

Tatura Milk, as with other dairy food manufacturegenerates noise, odour, waste and air
emissions in the course of food production. Theséssions are regulated by statute,
licence and agreement that Tatura Milk has to cgmyith.

Liquid waste at the Tatura facility is disposedtmough facilities operated by Victorian
water authorities. In this respect, Tatura Milkshen agreement with Goulburn Valley
Regional Water Corporation for the disposal of wasater from the Tatura Milk facility.
This agreement requires the control of chemical phgsical qualities as well as the
volume of waste water discharged into the watenaity’s systems.

Tatura Milk has formulated a program of improvensetd its facilities to address its
management of waste water and ensure that Tatdkasviible to comply with all aspects
of its agreement with Goulburn Valley Regional WaGorporation. The anticipated
costs associated with these proposed improvemetaisi3 million, which is budgeted to
be spentin FY2012 and FY2013.

In addition to liquid waste, Tatura Milk has to aresthat air emissions from its powder
facilities, storm water run-off and noise from gealidactory operations are controlled in
a manner consistent with its environmental licencé&atura Milk has a number of
ongoing projects directed to environmental comiean

Supply of nutritional formula products

Tatura Milk has a number of major customers who rargiired to provide nutritional
formula raw materials for processing. If for a®mason major customers were unable to
source adequate quantities of raw materials, tlag mmpact the returns to Tatura Milk
from its nutritionals operations. It should beewthat these customers are either major
manufacturers of dairy products or have global prement networks to ensure supply.
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Commercial, operational and product risk

Tatura Milk may be subject to general commerciatl aperational risks including
product defects, changes to market competition eehts that interrupt production.
Such events could adversely affect Tatura Milkisaficial performance. Tatura Milk
depends on the ongoing and efficient operationisobusiness systems, infrastructure and
supply chain. It faces inherent risks includinduee of machinery, energy suppliers and
computer equipment, industrial action and natuiadsters. It maintains appropriate
insurance policies in respect of most insurable&ksrisn accordance with normal
commercial practices.

Tatura Milk’'s ability to remain productive, proftile, competitive and to effect its
planned growth initiatives depends on its abildgyattract and retain workers. Tightening
of the labour market in key regions due to a slgartaf suitably skilled workers may
inhibit the Tatura Milk Group’s ability to hire anétain employees. Tatura Milk is also
subject to occupational health and safety reguiatiolf it is not able to maintain its
working conditions to meet those regulations, thasy impact its operations and ability to
attract and retain workers and also result in ewatntion of those regulations, which may
give rise to potential criminal and civil liabilignd also damage Tatura Milk’s reputation.

As with all dairy food processors, Tatura Milk ixpesed to the risk of product
contamination and product recalls. It managesribisby:

(@) testing and monitoring milk intake continually chgiand on completion of the
production process;

(b) quality review procedures during manufacturing;

(c) external audit of operations systems by Dairy F&adety Victoria, Australian
Quarantine and Inspection Service, SAl Global amdescustomers; and

(d) maintaining insurance cover against any third patym where appropriate and
cost effective to do so.

Interest paying debt

Tatura Milk has debt facilities with Westpac Barki@orporation of up to circa $45
million. Equitable mortgages and floating chargesr all the assets and undertakings of
Tatura Milk have been provided as security for fheilities. A condition of these
facilities is to comply with various covenants iespect of the financial position and
performance of Tatura Milk.

Based on current cash flows, Tatura Milk has sigfitfacilities to finance its operations.
Where debt facilities are drawn down, the term asel of the loans is taken into account
in deciding what proportion of the loan, if any,osld be protected from interest rate
movements. The underlying interest rate payabld@mowings is driven largely by
factors outside the control of the group. All lmavings are denominated in Australian
dollars.

The working capital facility is generally negotidtevith 12 to 18 month terms and
renewed towards the end of each term or otherveisequired. Currently all facilities are
due to expire in December 2012. Tatura Milk cutlsenomplies with all the financial

covenants associated with its facilities. Whiléufa Milk has no reason to expect that it
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will not be able to renew its facilities there isisk of non-renewal or that terms and
conditions of renewal may be less favourable thay are currently.

General risks

General risks that may impact significantly on TatMilk, its performance and the price
or value of Tatura Milk RP Shares include the failog.

General economic conditions

The operating and financial performance of Taturik Ns influenced by a variety of

general domestic and world economic and businesditians, inflation, interest rates,
exchange rates, access to debt and equity capiakets, and government fiscal,
monetary and regulatory policies. A prolonged detation in any of the above factors
may have a material adverse effect on the finamp@diormance, financial position, cash
flows, distributions and growth prospects of Tatilié.

Force majeure events

Events such as acts of terrorism, an outbreak td#rnational hostilities or natural
disasters may occur within or outside Australia amaly have an impact on the Tatura
Milk business. Any such force majeure events mayeha negative impact on the value
of an investment in Tatura Milk.
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6. Information on Bega Cheese
6.1 Overview

Bega Cheese has a long history as a successfulesupgp-operative business. The Bega
brand is Australia’s number one cheese brand viitmilion Bega branded products sold
throughout the country each year.

The Bega Cheese Group undertakes dairy manufagtymincessing, cutting and packing
operations through 5 specialised facilities, 2 iBwNSouth Wales (NSW) and 3 in
Victoria (including the Tatura Milk facilities).

The growth of Bega Cheese from its origins as thegaB Co-operative Creamery
Company has occurred both organically and throughuigitions, resulting in an

expanded business with a diversified product mid immcreased production volumes. A
landmark acquisition occurred in April 2007, wherdgd Cheese acquired its 70%
controlling interest in Tatura Milk.

Although it changed its structure in 2008 from aoperative to an unlisted public
company, and on 16 August 2011 was admitted tofti@al list of ASX, its constitution
retains a number of features reflecting the co-ajper background of Bega Cheese,
namely the requirement that the board will incluateleast 4 directors who are or
represent Bega Cheese Dairy Farmer Suppliers andmua limits on individual
shareholdings in Bega Cheese for a defined period.

Key business drivers for Bega Cheese include emgutiat investment and capital

expenditure decisions generate appropriate rettonsshareholders, commercial and

strategic activities reflect the competitive enaimeent the business operates in and milk
pricing secures reliable milk supply from farmers.

6.2 History

Bega Cheese started business over 110 years afjoeaBega Co-operative Creamery
Company. Its major milestones are as follows:

Year Milestone

1899 The Bega Co-operative Creamery Company formed

1900 Original butter factory opened

1924 Butter factory built on present Lagoon Stsset

1944 Name changed to The Bega Co-operative Sddigty

1983 Bonlat commences marketing Bega branded natural and smede

! In 1983 the Bega Cheese brand was licensed togemalted Co-operative Marketers (Australia) Limigetiich
became Bonlac Foods Limited). Bonlac Foods Limiteds subsequently acquired by Fonterra Brands
(Australia) Pty Limited’s parent company.
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Year Milestone
cheese products outside NSW and the ACT

1994 Commenced exporting cheese to a number otreesin
1997 Commenced Capitol Chilled Foods (Australi@)tjgenture
1998 Commissioned the cheese cutting, packagidgperctessing facility at

Ridge Street, Bega

2001 The Bega brand licensed to Fonterra for ugaustralia on cheese and
butter, in conjunction with a long term product glypagreement and a
major upgrade of the Ridge Street facility

2007 Acquired 70% of Tatura Milk

2008 Corporate structure changed from a co-operativan unlisted public
company

2008 Acquired Coburg cheese plant

2009 Acquired Kraft Foods’ Strathmerton packagind aheese plant

2010 Acquired 15% of WCB

2011 Listed on ASX

6.3 Current operations

The Bega Cheese Group operates 5 dairy manufagtsiies across NSW and Victoria
(including the Tatura Milk facilities), manufactng and value adding approximately
186,000 tonnes of dairy products in FY2011. Bufieddar cheese, string cheese and
whey powder are produced at Lagoon Street, Begabalid cheddar and mozzarella
cheese at Coburg, Victoria. Milk powders, crearmede and nutritionals are produced at
Tatura. The Ridge Street, Bega and StrathmertaripNa facilities are dedicated to the
cutting, packaging and processing of bulk cheeselymts into retail and food service
packs.

The Bega Cheese Group’s business can be categasdetiows:

Core dairy products manufacturing (which include Tara Milk’s operations)

(@) cheddar, cream and mozzarella cheeses, milk powaaisr and cream

Fast Moving Consumer Goods (FMCG) business focusedcheese packaging and
processing, including products under the Bega brand

(a) cutting, packaging and processing of cheese predintb retails packs for
customers including Fonterra, Kraft Foods and ASDdres

(b) receiving a royalty from Fonterra for the exclusinght to use the Bega brand
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trade marks in Australia on natural and processeidar cheese, string cheese
and butter products

(c) direct marketing and sales of Bega products intemnally

Nutritional food products manufacturing (principal} undertaken by Tatura Milk)

(@) infant formula

(b) milk biologics such as lactoferrin and colostrum

Bega Cheese also has several assets and intdmastsould be defined as strategic
investments outside of its core manufacturing lesses. These assets and interests
include an investment of approximately 16.5% in W@id 25% interest in Capitol
Chilled Foods (Australia).

The following table summarises the recent productievels and the Bega Cheese
Group’s assessment of reasonable capacity levelsonnes per annum (assuming
traditional product mix). One of the potential gth areas is the Bega Cheese Group’s
investment in capacity and the ability to benefdni higher utilisation of its existing
facilities.

Production Production

Facility FY2010 FY2011 Capacity

Tonnes Tonnes Tonnes
Lagoon St 23,349 24,683 42,000
Coburg 5,799 4,750 10,000
Ridge St 61,626 60,528 75,000
Strathmerton 29,422 33,864 100,000
Tatura 66,896 62,398 94,000
Total 187,092 186,223 321,000

The following table provides a schematic overvieant the receipt of milk and other raw
materials and the processing by the Bega Cheesgelsas
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Direct FMCG 5 Direct
Milk Infant Powder

Cut & Pack
e

Core Dai Value Add ps
Manufactugng Packaging FMCG Nutritional Products

The size of boxes and arrows in the above chaid doereflect the relative size of each
business.

Based on FY2011 numbers, the split of revenue Isynlegs units and by destination is as
depicted in the following pie charts.

Bega Cheese Group 2011 revenue by busin
unit

9%

B Core dairy manufacturing
B Value add packaging FMCG

("]

Nutritional products
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Bega Cheese Group 2011 revenue by
destination

B Domestic - Bega Cheese
Domestic - Tatura Milk
Export-Bega Cheese

m Export - Tatura Milk

6.4 Milk supply and pricing

The annual milk intake by the Bega Cheese Grougpmoximately 600 million litres,
which is about 6% of total Australian milk produti

The Bega Cheese Group receives milk from aboutf&fier suppliers (including the
Tatura Milk suppliers). The largest single farmapplier represents just over 1% of milk
delivered. Traditionally, farmer suppliers do nwve written, long term contracts
relating to the supply of their milk, but effectiyeommit to a buyer on an annual basis.

The Bega Cheese Group also acquires milk from tpaty suppliers as and when
required and available.

Milk pricing is traditionally set on a July to Jufieancial year or ‘season’ basis.

Milk pay rates applying to NSW dairy farmers arfuanced by domestic drinking milk
demands as the majority of NSW milk goes into thatket. Therefore pay rates are set
by processing companies at the commencement of¢bhe and they only change in
exceptional circumstances. This system providesdtdairy farmers with certainty as to
what price they will receive for their milk and prdes an incentive for them to continue
to produce milk throughout the year.

Bega Cheese Group Milk by Source
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Milk pay rates applying to Victorian dairy farmesensist of opening pay rates together
with deferred ‘loyalty’ payments announced to farmseppliers during the year. The
loyalty payments depend on the operating performaricthe business. This pricing
system enables Victorian based manufacturers tageathe risk of setting the pay rates
too high at the beginning of the year, without kimgyvall of the variables that will affect
the selling price of the products to be manufactudaring the year. This is because a
significant amount of Victorian milk is processewtiaexported and returns are dependent
on a range of factors that can vary during the.year

Bega Cheese Group Milk by State
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In both Victoria and NSW, the milk pay rates foretBega Cheese Group’s farmer

suppliers (those dairy farmers who actively supplik to a member of the Bega Cheese
Group) vary by season. Generally higher pay ratespaid in the winter months when

costs to the farmers to produce milk are higher lameer pay rates are paid in spring

when costs to the farmers to produce milk are lowEnese seasonal milk pay rates are
designed to incentivise year-round milk productiand smooth out the seasonal milk
production peak.

Milk prices are also adjusted to reflect the quatit the milk received at the factory and
are set based on the composition of milk solidpbeg (i.e. butterfat and protein).

Milk prices are set in a highly competitive envinoent. In NSW the major competitors
for milk are dairy companies selling milk to sagisfemand in the liquid milk market. In
Victoria the competitors for milk are mostly erggiprocessing milk into cheese and other
dairy products primarily for export markets. Psdberefore reflect global commodity
prices and competition for product. Bega Cheetmis to continue its history of paying
leading manufacturing milk prices. This is impaoitéo ensure security of supply in an
environment where in recent years the number afydarms and herd numbers has
contracted and milk pools have reduced.

Currently milk price decisions are made by the eetipe Bega Cheese and Tatura Milk
boards based on recommendations by managemena @ezpse believes that it is in the
interests of shareholders that all Bega Cheesedbmambers (including those who are
farmer suppliers) are involved in milk pricing dgons due to its critical importance.

To ensure that the milk price paid by the Bega Gadéroup is appropriate, the Bega
Cheese board has adopted a new milk price polfegtefe from 1 July 2011. Under the
new milk pricing policy, farmer suppliers who a@ly supply milk to a member of the
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Bega Cheese Group will receive a price determinedccordance with that policy, and
will only participate in future distributions of giit if they are a shareholder of Bega
Cheese (and on the same basis as all shareholders).

Bega Cheese Group Milk Price Poliey effective 1 July 2011

1. Introduction

A cornerstone of the development of the Bega Chémmsiness has been the organisatign’s
understanding of, and focus on, retaining and gngvanilk supply.

The careful management and recognition of the dngrgnvironment dairy farmers operate in has
seen Bega Cheese develop a close associationtwifuppliers. The organisation’s capacity| to
respond to supplier concerns, deliver approprisaeket signals and provide support on key issues
will remain a core competency for Bega Cheese.

A long term, sustainable supply of milk ensures 8&heese’s manufacturing facilities operate
efficiently and competitively to meet the short dodg term needs of its customers.

2. Milk Price Policy and Milk Prices in Various Bgions

Bega Cheese will consider the following issueselation to the milk prices set for the various
supply regions:

(a) place of origin — the significance of the placeodin of the milk used in manufacture pf
particular dairy products (for example, milk usedthe manufacture of Bega branded
cheese);

(b) financial returns from dairy products — the finaaieturn expected to be earned from dairy
products manufactured using milk supplied by thevant farmers;

(C) sustainability of supply base — Bega Cheese willleewour to ensure the long tefm
sustainability of dairy farming in the relevant i@y

(d) competitive circumstances — the competitive farie gailk prices in each region.

3. Company of Choice

Bega Cheese endeavours to be the preferred congbemige of dairy farmers in South Eastern
Australia for the sale of their milk. The combiisat of a leading manufacturing milk price and
innovative farm extension programs will be the keyattracting and retaining milk supply and
keeping our farmer suppliers viable.

6.5 Board of directors

The board of Bega Cheese brings relevant experi@amdeskills including relating to fast
moving consumer goods, financial management argbcate governance. As at the date
of this scheme booklet, the Bega Cheese board ¢eespr

Name Status

Barry Irvin AM Executive chairman who also is (srthe
representative of a body corporate that is) a Bega
Cheese Dairy Farmer Supplier

Max Roberts Non-executive director who also isigahe
representative of a body corporate that is) a Bega
Cheese Dairy Farmer Supplier
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Name Status

Richard Parbery Non-executive director who als@iss the
representative of a body corporate that is) a Bega
Cheese Dairy Farmer Supplier

Tom D’Arcy Non-executive director who also is (srthe
representative of a body corporate that is) a Bega
Cheese Dairy Farmer Supplier

Richard Platts Non-executive director who alsmisig the
representative of a body corporate that is) a Bega
Cheese Dairy Farmer Supplier

Peter Margin Independent non-executive director

Joy Linton Independent non-executive director

If the Merger is implemented as proposed, Bega §&hbkas agreed for two of the Tatura
Milk Dairy Farmer Supplier Directors, as voted gnymu, to join the Bega Cheese board.
These directors would be, or represent, Tatura Wékry Farmer Suppliers, and would

be in addition to the above directors.

A summary of the relevant experience of the dinectd Bega Cheese is set out below.

Barry Irvin, AM
Executive chairman

Mr Irvin has been chairman of Bega Cheese sinc® 20 executive chairman since
2008. Mr Irvin has led the Bega Cheese executans in the implementation of

strategies, initiatives and acquisitions that haviren Bega Cheese’s success and
growth.

Mr Irvin is recognised globally for his extensivedwledge of the Australian dairy
industry and speaks regularly at international emrices. He was recently awarded the
Rabobank 2011 Leadership Award for his outstandiogtribution to the food and
agribusiness industries and was the NAB Agribusirieader of the year in 2009. He
was appointed a Member of the Order of Australrastervice to the dairy industry and
to children with disabilities and their families R008. Mr Irvin continues to have
involvement in his family’s dairy farming businessmid, as such, has a thorough
knowledge of the dairy industry supply chain froneguction, through to manufacture
and sales.

Following Aidan Coleman’s May 2011 appointment &80Cof Bega Cheese, Mr Irvin
has continued as executive chairman providing toecfor the CEO and the Bega
Cheese Group to ensure that it meets its long tetmaiegies including financial,
organisational and cultural goals. The executhvarean will be pivotal in leading key
strategic business activities centred on the emgldega Cheese Group structure, public
and stakeholder relations and stewarding majoooust and alliance relationships.
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Mr Irvin is also:

(@) director and deputy chairman of Capitol Chilled &sgAustralia);
(b) director and chairman of Tatura Milk;

(c) director of WCB;

(d) director of the Gardiner Foundation, a Victorianrglandustry group that invests
in projects that have positive impact on the daingdustry and the wider
community;

(e) director and chairman of Giant Steps Sydney Limitededucational and therapy
centre for children with autism.

Max Roberts

Mr Roberts has been involved in the dairy industoy many years, including
agripolitical, board representation and direct yidarming activities. Moving from an
initial career in journalism, Mr Roberts was a diog of Milk Marketing NSW Pty Ltd,
chairman of NSW Farmers Inc dairy section and \pcesident of Australian Dairy
Farmers Federation. Mr Roberts is currently chairrof Dairy Australia Limited.

Mr Roberts is an active dairy farmer and his resgmlities in serving Bega Cheese
include:

(@) director since 1983;

(b) deputy chairman from 2000 to 2011.

Richard Parbery, FCPA

Mr Parbery is a managing partner of a successfyibnal accounting practice, is a
fellow of the Australian Society of Certified Primmttg Accountants, a registered
company auditor, registered tax agent and a justidbe peace NSW. Mr Parbery is
experienced in servicing many agricultural and galnausiness clients.

Mr Parbery is also heavily involved in a numberfarhily businesses and investments,
including a major dairying business. His respailiidgs in serving Bega Cheese
include:

(a) director since 1988;

(b) deputy chairman from 2000 to 2011;

(c) member of the Audit and Risk Committee.

Mr Parbery is also:

(@) director of Tatura Milk since April 2007;

(b) chairman of the Tatura Milk Finance Committee.
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Tom D’Arcy, Dip . App. Sc (Dairy Tech), Dip Ag, GAICD

Mr D’Arcy has a Diploma in Dairy Technology and Agilture and is a member of the
Australian Institute of Company Directors. Follogigraduation Mr D’Arcy worked in
quality control at Bega Cheese and ultimately becaesponsible for management of
quality systems until he left in 1977. Mr D’Arcyxtended his knowledge of
international dairy practices by working for thedmational Agricultural Exchange in
Alberta, Canada before returning to Australia tonage his family’s farming business.

Mr D’Arcy has actively represented farmers on matgte and federal committees
designed to address key and emerging issues Musiealian dairy industry.

Mr D’Arcy is an active dairy farmer and his respibigies in serving Bega Cheese
include:

(a) director since 1998;

(b) member of the Audit and Risk Committee.

Richard Platts, Adv Dip Agr; GAICD

Mr Platts has been representing farmers for oventyyears, through various roles in
the NSW Dairy Farmers Association, Dairy Industrev@lopment Corporation and
Dairy Farmers Co-operative.

Mr Platts has a background in agriculture, has dwaficed Diploma in Agriculture and
iIs @ member of the Australian Institute of Comp&mectors.

Mr Platts is an active dairy farmer and has bedmegtor of Bega Cheese since 2000.

Peter Margin, BSc (Hons), MBA

Mr Margin joined the Bega Cheese board on 27 JWid.2 He has many years of
leadership experience in major Australian and magonal food companies.

His most recent position was the CEO of ASX-listedd group Goodman Fielder Ltd
from 2005 until April 2011.

Prior to that appointment he was the CEO and C@igérating Officer of National
Foods Ltd and has had prior experience at H&8ids Eye Foods and Plumrose.

Mr Margin is also a non-executive director of ASXtéd Nufarm Limited.

Joy Linton, BComm, Grad Dip AFI, GAICD

Ms Linton is currently Chief Financial Officer atuBa Australia, one of Australia’s
leading healthcare companies. Ms Linton has 2@syehexperience in strategic and
financial roles with companies such as Ford Motampany, Pacific Dunlop Food
Group and National Foods Limited. She held the afl CFO of National Foods from
2007 to 2010 and prior to that was General Man&genmercial for the Dairy Foods
Group.
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Over recent years, Ms Linton has been instrumenttdle acquisition and integration of
the Dairy Farmers, Lactos, Berri and King Islandgibasses respectively into National
Foods, and was a key member of the National Foadméss takeover defence team in
2004 when National Foods was listed on the ASX.

Ms Linton has a Bachelor of Commerce from the Ursig of Melbourne, a Graduate
Diploma of Applied Finance and Investment from 8ecurities Institute of Australia,
and is a Graduate of the Australian Institute omPany Directors.

6.6 Senior management

Bega Cheese has an experienced team of execudadiad the business. A summary of
the experience and capabilities of the CEO and neesntif the senior executive team are
provided below.

Aidan Coleman, BA, BBS, GAICD
(Chief Executive Officer)

Aidan was appointed CEO effective 10 May 2011. hide 27 years of experience in the
international marketing and manufacturing of consundairy products and dairy
ingredients primarily in Australia, New Zealand, i@ Japan, South East Asia, Latin
America and the Indian sub-continent.

Aidan has held positions including Manager Direcknterra Brands Australia, CEO
of Bonland Dairies-Australia, and Managing DireaddiNew Zealand Milk in Sri Lanka
and was General Manager of the Consumer Foodsdsassof Tatura Dairy Cooperative
in New Zealand. In 2008 he was appointed CEO tiiréaMilk and has been part of the
Bega Cheese executive group since that time.

He holds a Bachelor of Arts in economics and pskadhofrom Auckland University

and a Business Degree in marketing from Masseyeysity in New Zealand, as well as
being a graduate of the Australian Institute of @any Directors. Since 2009, Aidan
has been a director of Dairy Innovation Australiamited, an industry funded
research/innovation organisation.

Maurice Van Ryn, B.Bus. (Acc.)
(General Manager — Sales and Marketing)

Maurice joined the Bega Cheese Group in 1986 Ihitias group accountant and
company secretary and has 25 years of experiertbetid company. He was the CEO
from 1990 to 2005. He then took responsibility $ales and marketing including the
export activities of Bega Cheese and apart fromed fecondment to be CEO of Tatura
Milk between 2007 — 2008 has continued in that.role

At present, he is the longest serving senior exeeuwtithin the Bega Cheese Group and
has a wide ranging experience across all facetseoBega business.

Maurice holds non-executive board positions in temall listed ASX companies.
However, his time is substantially dedicated torble at Bega Cheese.
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Colin Griffin, CA, BA in Accounting
(Chief Financial Officer/Company Secretary/Bega Brad Franchise Manager)

Born in Bega, Colin completed a BA (Accounting)1ifi85 and obtained his Chartered
Accountant membership in 1988. With a backgroumduditing and corporate advisory
at KPMG, Colin joined the Bega Cheese team as EmdWlanager and Company
Secretary in 1993.

With 18 years experience, Colin has led the fingdraen and is responsible for corporate
development, mergers and acquisitions and legairaffor both Bega and Tatura Milk.
He is a director of Tatura Milk and Capitol Chilledods (Australia).

In addition he is responsible for the stewardshithe Bega brand franchise agreement
and is the relationship manager for Fonterra.

Sean Moran, Dip. App. Sc. (Dairy)
(General Manager — Processing and Packaging)

Sean started his career in the dairy industry inv Meealand in 1984. He moved to
Australia where he joined Tatura Milk in 1988 aratlfseveral senior management roles
in manufacturing and logistics.

Sean joined Bega Cheese in July 2005. His cum@atis the responsibility for the
operations at the process and packaging facikidsoth the Ridge St and Strathmerton
sites.

Grattan Smith, B.Bus.
(General Manager — Supply Chain)

Grattan joined Bega Cheese in December 1997. Ieokar 25 years of industry
experience in logistics and supply chain includnetpil, manufacturing and contract
warehousing and distribution. Grattan’s variouesdave encompassed all aspects of
the supply chain including inventory management, rcipasing, planning,
import/export/transport and warehouse management.

He is currently responsible for all supply chairor{rmilk) activities across the Bega
company sites.

Matthew Fanning, B Ec
(General Manager — Human Resources)

Matt joined Bega Cheese in January 2000. He cilyrémlds responsibility for all
human resources activities at Bega, Strathmertah Goburg. Prior to joining the
company he worked with a number of large orgarosatiin human resources and
industrial relations roles.

He has a Bachelor of Economics from Monash Unitserand has undertaken post-
graduate studies in human resources related areas.
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John Hicks, GAICD
(General Manager — Manufacturing and New Business &elopment)

John joined Bega Cheese in January 2001 as a Prdjacager, after five years
experience with a major UK dairy company. In 20@2became the Site Manager Dairy
Products Unit and in 2008 was appointed as GM QipasaTatura Milk Industries.

He was appointed to his current position in 2008 eurrently has responsibility for the
Lagoon St and Coburg Facilities, in addition to @ng development of new business
opportunities. John is a graduate of the Ausindistitute of Company Directors.

Michael Hampson, CA, BBus (Acct)
(General Manager — Commercial)

Michael joined Bega Cheese in April 2003 as ManaB&U Finance. He assumed the
Commercial Procurement function in December 2008lasager, Commercial Finance.
He was seconded to Tatura Milk in April 2007 as @E€neral Manager — Commercial
assuming all finance, IT, procurement, supply clteaid major commercial negotiations
responsibilities. He returned to Bega Cheese iry @09 as General Manager —
Commercial.

Michael’s current activities are financial managemef the FMCG business, including
financial responsibility of the Strathmerton Fagiliprocurement across the Group, and
relationship manager to Kraft Foods.

He has a Bachelor of Business (Accounting), Ché3test University and is a Chartered
Accountant.

Paul van Heerwaarden, CPA, MBA, BBus (Acct)
(Tatura Milk Executive General Manager)

See section 5.5.

6.7 Corporate governance

The board of Bega Cheese is committed to maximigdegformance, generating
appropriate levels of shareholder value and firarreiturn and sustaining the growth and
success of the Bega Cheese business and the Begh br

In conducting business with these objectives, thard will ensure that Bega Cheese is
properly managed to protect and enhance shareholideest, and that Bega Cheese, its
directors, officers and employees operate in amrgg@te environment of corporate

governance. Accordingly, the board has adoptegarate governance policies and

practices designed to promote the responsible neamaigt of Bega Cheese.

Through the Bega Cheese initial public offeringwnevestors who are not Bega Cheese
Dairy Farmer Suppliers became shareholders. Thga Béheese board will act in

accordance with its board charter and the CorpmratiAct to enhance value for all

shareholders. The board also recognises that amsimj a secure supply of milk is

important for the company, therefore it will contento endeavour to pay a leading
manufacturing price for its milk in accordance withmilk pricing policy.
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6.8

ASX Corporate Governance Council's Corporate Gaoaece Principles and
Recommendations defines an ‘independent direct®m@ aon-executive director who is
not a member of management and who is free of asiness or other relationship that
could materially interfere with — or be perceiven materially interfere with — the
independence of their judgment. Although somectlrs are also suppliers of milk to
Bega Cheese, they do so on the same terms asatlntlk suppliers in the same region
and the company’s procedures and systems ensurenilkaprices are set according to
the commercial interests and needs of the comp&alonetheless, the Bega Cheese board
recognises that there may be a perception thatntitle supply relationship between
directors who are or represent Bega Cheese DaimydraSuppliers and Bega Cheese
may influence the decision making of those dirextorAccordingly, those supplier
directors have not been characterised as indepemndldrn the terms of ASX Corporate
Governance Principles and Recommendations.

This means that the board of Bega Cheese does amplg with ASX Corporate
Governance Recommendation 2.1, which providesahaajority of the board should be
independent directors, or ASX Corporate GovernaReezommendation 2.2, which
provides that the chairperson of the board shoaldrbindependent director. The board
appointed one new external, independent directeterPMargin, prior to listing and
recently appointed a second external, independeattdr, Joy Linton. With these
additions, the Bega Cheese board believes it valwtell placed to oversee the Bega
Cheese Group’s business and its future developmémt. board believes that Barry Irvin
is the right person to continue to perform the miehairperson, even though he is not
classified as independent according to ASX Corgor&@povernance Principles and
Recommendations. As the constitution of Bega Gheesvides for a board of up to 8
directors with a minimum of 4 who are or repred®aga Cheese Dairy Farmer Suppliers,
the shareholders will be in a position to determime composition of the Bega Cheese
board in the future.

Details of Bega Cheese’s key policies and practeekthe charters for the Bega Cheese
board and each of its committees are availableravWwegacheese.com.au.

Share capital structure

Bega Cheese has one class of shares on issueCBegae Ordinary Shares. At the date
of the scheme booklet, there are 126,709,903 isBaegd Cheese Ordinary Shares.

Bega Cheese has established employee share pldeswhich Bega Cheese shares, or
rights to receive Bega Cheese shares, may be igeuedhployees of the Bega Cheese
Group. At the time Bega Cheese was listed on ASXyumber of shares and rights were
issued to employees of Bega Cheese for no monetgnment. At the date of this scheme
booklet, 362,500 Bega Cheese Employee Rights hege granted to senior executives
of the Bega Cheese Group, each of which entitiehthder to one Bega Cheese Ordinary
Share for no monetary payment upon certain conditieing satisfied.

If the Merger is implemented Bega Cheese intendsffex Bega Cheese shares or rights
on a similar basis to employees of Tatura Milk. i¥lthe details of participation by the
Tatura Milk employees in the employee share plamsyat to be finalised by the Bega
Cheese board, it is anticipated that no amount bélpayable by the employees for the
shares or rights and that the maximum number ofeshar rights will not exceed
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$500,000 in value (based on the market value osHaes or underlying shares that are
issued or agreed to be issued).

The Bega Cheese Ordinary Shares to be issued aglemtion for your Tatura Milk RP
Shares will be of the same class and will rank Bguweaith the existing Bega Cheese
Ordinary Shares on issue.

The principal rights attaching to Bega Cheese @mgiilshares are summarised in section
8.

6.9 Top 20 shareholders

As at 17 October 2011 the top 20 holders of Begae€h Ordinary Shares were as

follows:

Name Number of shares Percentage of total s_hares
on issue

KD & JL Kimber 5,014,984 3.96
RBC Dexia Investor Services
Australia Nominees Pty Ltd 4,916,781 3.88
(Pipooled a/c)
Paewai Pty Ltd 4,194,364 3.31
Richard Ellwyn Platts 3,537,956 2.79
Aljo Pastoral Pty Ltd 3,004,984 2.37
CB & MA Moffitt 2,850,564 2.25
R & R Apps Pty Ltd 2,823,972 2.23
Jerang Pty Ltd 2,664,012 2.10
Telstar Holsteins Pty Ltd 2,442,564 1.93
on Same and MC & CL 2,179,288 1.72
WF RN & BJ Taylor 1,925,136 1.52
NG & NG Pearce 1,876,388 1.48
G & NE Lucas 1,779,996 1.42
Peter Shearer 1,781,408 1.41
Jelgowry Pty Ltd 1,692,852 1.34
Max & Sue Roberts 1,675,000 1.32
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6.10

6.11

Name Number of shares '~ €rcentage of total shares

on issue
BJ & CA Cochrane 1,652,264 1.30
RBC Dexia Investor Services
Australia Nominees Pty Ltd 1,620,163 1.28
(bkcust a/c)
Stephen & Mary Guthrey 1,612,156 1.27
Kameruka Estates Limited 1,584,200 1.25
Total 50,849,032 40.13

Dividend policy and payment history

Subject to available profits and the financial posi of the Bega Cheese Group, it is the
intention of the directors of Bega Cheese to payaip0% of the net profit after tax
applicable to the members of Bega Cheese as aediifbr FY2012.

No guarantee can be given about future dividendfelevel of franking or imputation
of such dividends, as these matters will dependh tipe future profits of the Bega Cheese
Group, its financial and taxation position, the ché@ retain funds for capital expenditure
and the directors’ views of the appropriate payatib at the time.

In respect of the financial year ended 30 June 20Fldirectors of Bega Cheese declared
a fully franked dividend for shareholders on thgister as at 9 June 2011 of 1.25 cents
per share. This dividend was paid on 15 June 2011.

Sections 6.12 and 6.13 provide more detail on itmential position of the Bega Cheese
Group.

Dividend reinvestment plan

Bega Cheese has adopted a dividend reinvestmemt(PRP) which will provide its
shareholders with the choice of reinvesting divikepaid by Bega Cheese by applying
all or part of those dividends to acquire additioshares, rather than receiving the
dividends in cash.

Participation in the DRP is optional and open toBaEga Cheese shareholders holding
fully paid Bega Cheese Ordinary Shares, other thase whose registered addresses are
in jurisdictions outside of Australia. Sharehoklean elect to participate in the DRP by
completing and returning the application form pd®d by the Bega Cheese share registry
in respect of all or some of their shares. Noaacis required by a shareholder who
wishes to receive cash dividends.

The rules of the DRP are typical of a dividend vestment plan operated by an ASX
listed company, including the ability for the Be@deese board to vary, suspend or
terminate the plan at any time, and can be foundthen Bega Cheese website at
www.begacheese.com.au.
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6.12 Historical financial performance

The historical financial information below has betracted from Bega Cheese’s audited
financial statements for the financial year ended@ne 2011. The information relates to
the consolidated Bega Cheese Group and does rextrigfe impact of the Scheme.

The information is a summary only and does not aonthe disclosures provided in
annual financial reports in accordance with thepGaations Act.

Bega Cheese’s 2011 annual report was lodged witk &528 September 2011. A copy
of this report, which includes notes to the acceunan be downloaded from the Bega
Cheese website at www.begacheese.com.au or from AlSX website at
www.asx.com.au. A hard copy can be requested htacting Bega Cheese (see section
6.19).
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Consolidated statement of financial position

$'000

Current assets

Cash and cash equivalents
Trade and other receivables
Other financial assets
Inventories

Assets held for sale

Total current assets

Non-current assets

Other financial assets
Property, plant and equipment
Deferred tax assets

Intangible assets

Total non-current assets

Total Assets

Current liabilities

Trade and other payables
Borrowings

Current tax liabilities
Provisions

Total current liabilities

Non-current liabilities
Trade and other payables
Borrowings

Provisions

Total non-current liabilities

Total Liabilities
Net Assets

Equity

Contributed equity
Reserves
Retained earnings

Capital and reserves attributable to owners of Belgeese Limited

Non-controlling interests
Total equity

Actual Actual
2011 2010

20,587 18,169
83,341 89,580

2,489 819
104,595 122,531
9 27

211,021 231,126

37,010 199
197,866 193,796
14,400 17,212
1,788 2,170

251,064 213,377

462,085 444,503

117,764 112,465
22,006 63,953
1,904 2,717
18,872 16,745

160,546 195,880

148 704
94,300 68,659
1,616 1,644

96,064 71,007

256,610 266,887

205,475 177,616

27,169 27,163
46,057 31,907
106,633 92,888

179,859 151,958
25,616 25,658

205,475 177,616
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Consolidated statement of income

Revenue 931,690 829,029
Cost of sales (837,145) (743,750)
Gross profit 94,545 85,279
Other income 7,533 8,106
Distribution expense (25,343) (24,016)
Marketing Expense (10,765) (8,085)
Occupancy expense (2,634) (2,358)
Administration expense (31,741) (27,007)
Finance costs (9,505) (10,120)
Profit before income tax 22,090 21,799
Income tax (expense)/benefit (397) 1,468
Profit for the year 21,693 23,267
Other comprehensive income:

Cash flow hedges 3,442 (3,300)
Change in the fair value of other financial assets 10,474 98
Total other comprehensive income 13,916  (3,202)
Total comprehensive income for the year 35,609 20,065

Profit attributable to
Equity holders of Bega Cheese Limited 17,005 18,223
Non-controlling interests 4,688 5,044
21,693 23,267

Total Comprehensive income for the year is attebld to:
Equity holders of Bega Cheese Limited 30,065 15,909
Non-controlling interests 5,544 4,156

35,609 20,065
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Consolidated statement of cash flows

Actual Actual

$'000 2011 2010
Cash flows from operating activities

Receipts from customers inclusive of goods andicesvax 980,246 863,366
Payments to suppliers and employees inclusive oflgand services tax (893,851) (797,736)
Interest and other costs of financing paid (8,934) (11,000)
Income taxes paid (3,582) (1,412)
Net cash inflow from operating activities 73,879 53,218
Cash flows from investing activities

Interest received 456 438
Dividend received 327 -
Payments for property, plant and equipment (24,817) (20,741)
Payments for shares in listed companies (22,235) (1,211)
Proceeds from sale of property, plant and equipment 42 622
Proceeds from sale of shares in listed companies - 1,423
Proceeds from sale of shares in unlisted companies - 112
Net cash (outflow) from investing activities (46,227) (19,357)
Cash flows from financing activities

Proceeds from borrowings 20,000 -
Repayment of borrowings (35,000) (33,367)
Repayment of leases (1,394) (514)
Loans made to non-controlling interests (2,753) (3,228)
Share capital subscribed by members 8 2,353
Share capital purchased back from members (2 -
Share capital subscribed by non-controlling intesres 2,058 1,340
Share capital purchased back from non-controllimigrests (232) (1,194)
Dividends paid to members (3,260) (2,737)
Dividends paid to non-controlling interests (4,659) (1,308)
Net cash (outflow) from financing activities (25,234) (37,655)
Net increase/(decrease) in cash and cash equisalent 2,418 (3,794)
Cash and cash equivalents at the beginning ofdéhe y 18,169 21,963
Cash and cash equivalents at the end of the year 20,587 18,169

6.13 Material changes to financial position since balaredate

To the knowledge of the directors of Bega Chedsethas been no material change to
the financial position of Bega Cheese or to thesotidated financial position of the Bega
Cheese Group since 30 June 2011 except as notad:bel

Bega Cheese initial public offering

On 18 July 2011, as part of its IPO, Bega Cheesgeds the Bega Cheese Prospectus
inviting certain categories of the public (inclugifatura Milk RP Shareholders) and
employees of Bega Cheese to subscribe for new Bbgase Ordinary Shares. Under the
offer 17,500,000 Bega Cheese Ordinary Shares vested at an issue price of $2.00
each. In addition, 532,975 Bega Cheese OrdinagreéShwere issued to staff of Bega
Cheese under the Bega Cheese employee loyalty foffeno consideration. In total,
18,032,975 Bega Cheese Ordinary Shares were isBuedonsideration totalling
$35,000,000, with the Bega Cheese Ordinary Shaieg lissued and the cash proceeds
from the issue of Bega Cheese Ordinary Shares bbeagyjved in August 2011. A further
362,500 Bega Cheese Ordinary Shares are to baligséeigust 2012 under the retention
award portion of the Bega Cheese employee loyéléy.o
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Pro-forma consolidated statement of financial pasit

The table below sets out the historical consoldiatatement of financial position of the

Bega Cheese Group as at 30 June 2011 as well msiigation adjustments to reflect the

impact of the IPO and Bega Cheese operating atedl lentity. The adjustments assume
the IPO was completed and the Bega Cheese Groupdwadoperating as a listed entity
for the full year ending 30 June 2011.

Pro-forma
adjustments Pro-forma

Actual 30 30 June 2011
June Impact of
2011 IPO IPO

Current assets

Cash and cash equivalents 20,587 4,729 25,316
Trade and other receivables 83,341 (2,152) 81,189
Other financial assets 2,489 - 2,489
Inventories 104,595 - 104,595
Assets held for sale 9 - 9
Total current assets 211,021 2,577 213,598
Non-current assets

Other financial assets 37,010 - 37,010
Property, plant and equipment 197,866 - 197,866
Deferred tax assets 14,400 - 14,400
Intangible assets 1,788 - 1,788
Total non-current assets 251,064 - 251,064
Total Assets 462,085 2,577 464,662
Current liabilities

Trade and other payables 117,764 (1,175) 116,589
Borrowings 22,006 - 22,006
Current tax liabilities 1,904 90 1,994
Provisions 18,872 - 18,872
Total current liabilities 160,546 (1,085) 159,461
Non-current liabilities

Trade and other payables 148 - 148
Borrowings 94,300 (31,500) 62,800
Provisions 1,616 - 1,616
Total non-current liabilities 96,064 (31,500) 64,564
Total Liabilities 256,610 (32,585) 224,025
Net Assets 205,475 35,162 240,637
Equity

Contributed equity 27,169 33,441 60,610
Reserves 46,057 (1,080) 44,977
Retained earnings 106,633 2,801 109,434
Capital and reserves attributable to owners of Bega

Cheese Limited 179,859 35,162 215,021
Non-controlling interests 25,616 - 25,616
Total equity 205,475 35,162 240,637

The FY2011 consolidated statement of financial ggmsishown in the table above has
been extracted from the Bega Cheese Group 201dcielastatements as reviewed by the
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company’s auditors and adjusted to reflect the mpsions set out below and in more
detail in section 6.16:

(@)

(b)

(©)
(d)

(€)

Balance sheet effect of one-off items and otherm@aisation adjustments
associated with the IPO as detailed in the recatich to statutory financial
statements below.

17.5 million Bega Cheese Ordinary Shares were itsagepart of the IPO for gross
proceeds of $35 million.

$31.5 million of the gross proceeds was used tayepisting debt facilities.

Residual $3.5 million of gross proceeds was usefdnd the fees and expenses of
the IPO of which $2.6 million was offset againstgh capital raised and $0.875
million was expensed in 2011.

532,975 Bega Cheese Ordinary Shares were issuegidting employees for nil
consideration under the employee share schemes was accounted for in the
consolidated 30 June 2011 Bega Cheese Group fadastaiements as a cost during
the year and credited to the share based paymssnvee The value of the issued
Bega Cheese Ordinary Shares was then transfersaite capital on issue.

Reconciliation to statutory financial statements

In the table below the statutory profit before teas been extracted from Bega Cheese’s
audited 2011 consolidated financial statementsaaipaisted to reflect the impact of one-
off items and other normalisation adjustments aased with the IPO and Bega Cheese
operating as a publicly listed entity.

Pro-forma adjustments to statutory consolidated amee statement

Actual Actual
$000 2011 2010
Statutory profit before income tax 22,090 21,799
Adjustments per Bega Cheese Prospectus (excluaingftect)
1 Add back total RMPP 6,497 6,605
2 Deduct the expense component of RMPP (4,240) (3,963)
3 Incremental public company expenses (1,338) -
4 Adjust interest expense for IPO capital raising 1,868 -
5 Employee loyalty offer expense 1,080 -
6 IPO related expenses 875 -
Total adjustments as per prospectus 4,742 2,642
Additional adjustments to reflect IPO (excluding &ffect)
7 IPO related expenses (actual) (875) -
8 Issue of Bega Cheese Ordinary Shares under empétngee scheme (1,066) -
Total pro-forma adjustments to statutory consoéidagtatement of income 3,867 2,642
Pro-forma profit before income tax 25,957 24,441
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6.14

6.15

Notes to adjustments:

1. Bega Cheese made payments to its dairy farmerisuph these periods described as regional milk
price premiums (RMPP). This item comprised sepbréadentified payments to Bega Cheese Dairy
Farmer Suppliers for actual milk delivered in exxe$ the estimated average price of milk paid to
dairy farmers of other entities and in some yeaedso included a specific drought relief payment.
Whilst it was effectively a distribution to dairgiimer suppliers paid based on milk delivered (rathe
than shares) it was treated as a separate expease the calculation of reported profit beforg.ta

2. With effect from 1 July 2011, Bega Cheese adoptetew milk payments policy which will no
longer recognise RMPP separately. Accordingly, lthard and management reviewed previous
payments to determine that the results reflect isterte® outcomes based on how they intend to
implement the new milk pricing policy going forwardAccordingly, line 1 adds back all of the
actual RMPP and line 2 shows that part of the RMIFR the Bega Cheese board has assessed
should be treated as an expense to cost of goodgfatdured, consistent with the new milk pricing
policy. The difference between lines 1 and 2 feaively the distribution primarily paid to dairy
farmer suppliers.

3. Reflects the incremental expenses associated vathgba public company. These have been
included on a pro-forma basis to FY2011 only.

4, Reflects an estimate of interest expense savingeatad from the capital raised through the IPO
being applied (after applicable fees) to the repayinof debt. These have been included on a pro-
forma basis to FY2011 only.

5. Reflects the FY2011 expense associated with thea Bdteese employee loyalty offer. This was
accounted for in the consolidated 30 June 2011 B&lgeese Group financial statements as an
expense during the year and credited to the shesedbpayments reserve. The value of the issued
Bega Cheese Ordinary Shares was then transfers¥thte capital on issue.

6. Reflects the reversal of accrued IPO expensesiassdavith the IPO.
7. Reflects the expense of issuing Bega Cheese Oyd8tares under the IPO.

8. Reflects the expense of issuing 532,975 Bega Ch@edmary Shares under the employee share
scheme on listing.

Forecast financial performance

This scheme booklet does not include an earningc#ést for Bega Cheese. The Bega
Cheese board does not believe that it has a realeobasis to provide a meaningful and
reliable forecast of Bega Cheese’s earnings dungouncertainty of such matters as
future milk prices, exchange rates and internatidaay commaodity prices.

Effect of Merger on Bega Cheese

If the Merger is successful and, as a consequédega Cheese acquires 100% of the
Tatura Milk RP Shares, the principal effect of thkerger on the consolidated Bega
Cheese Group will be to its equity structure.

Share capital structure

The effect of the Merger on the share capital stinecof Bega Cheese will be as follows

(assuming no Bega Cheese shares or rights areliaftee the date of this scheme booklet
until after the Implementation Date other than Bega Cheese Ordinary Shares to be
issued as consideration for the Tatura Milk RP &hander the Scheme):
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Shares Number Percentage of total after
Merger takes effect

Bega Cheese Ordinary Shares on 127,072,403 84.1%
issue, including the underlying

Bega Cheese Employee Rights on

issue, at the date of this scheme

booklet

Bega Cheese Ordinary Shares to be 24,018,816 15.9%
issued in exchange for Tatura Milk
RP Shares

Total 151,091,219 100%

Pro-forma consolidated statement of financial pasit

To illustrate the expected effect of the Mergertba Bega Cheese Group, a pro-forma
consolidated statement of financial position is @et below which has been prepared
using Bega Cheese’s pro-forma consolidated stateaidmancial position including the
effect of the IPO included in section 6.13 of teheme booklet. As Tatura Milk is
currently part of the consolidated Bega Cheese (Grole impact of the Merger is
therefore internal to the reserves and equity ajaB€Eheese and has no impact on net
assets or retained earnings.
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Pro-forma

Pro-forma Pro-forma 30 June

30 June adjustments 2011
2011

Impact of Merged
IPO Merger Group

Current assets

Cash and cash equivalents 25,316 - 25,316
Trade and other receivables 81,189 - 81,189
Other financial assets 2,489 - 2,489
Inventories 104,595 - 104,595
Assets held for sale 9 - 9

Total current assets 213,598 - 213,598
Non-current assets

Other financial assets 37,010 - 37,010
Property, plant and equipment 197,866 - 197,866
Deferred tax assets 14,400 - 14,400
Intangible assets 1,788 - 1,788
Total non-current assets 251,064 - 251,064
Total Assets 464,662 - 464,662
Current liabilities

Trade and other payables 116,589 - 116,589
Borrowings 22,006 - 22,006
Current tax liabilities 1,994 - 1,994
Provisions 18,872 - 18,872
Total current liabilities 159,461 - 159,461
Non-current liabilities

Trade and other payables 148 - 148
Borrowings 62,800 - 62,800
Provisions 1,616 - 1,616
Total non-current liabilities 64,564 - 64,564
Total Liabilities 224,025 - 224,025
Net Assets 240,637 - 240,637
Equity

Contributed equity 60,610 40,832 101,442
Reserves 44,977 (15,216) 29,761
Retained earnings 109,434 - 109,434
Capital and reserves attributable to owners of Bega

Cheese Limited 215,021 25,616 240,637
Non-controlling interests 25,616 (25,616) -

Total equity 240,637 - 240,637

6.16 Pro-forma financial information
Financial profile of the Merged Group

The pro-forma historical information of the Merg&toup comprises the consolidated
statement of financial position of Tatura Milk aBdga Cheese as at 30 June 2011 which
has been prepared using:

(a) the Bega Cheese consolidated statement of fingpogtion as at 30 June 2011, as
extracted from the audited consolidated finanditlesnents at that date;
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(b) normalising adjustments contained in the Bega Gh&esspectus. In addition, the
adjustments show the effect of material eventsesthe balance sheet date, being
the issue of additional share capital pursuanh&Bega Cheese Prospectus on or
about 15 August 2011 as if it had taken place atB® 2011;

(c) relevant acquisition and other adjustments requit@dpresent the pro-forma
consolidated statement of financial position fa&r Merged Group as if the Merger
had been implemented on 30 June 2011.

Basis of preparation

The Merged Group pro-forma historical financialarrhation is provided for illustrative
purposes and is prepared using assumptions totadguinancial statements as prepared
at 30 June 2011.

The pro-forma consolidated statement of financadifoon of the Bega Cheese Group is
based on the Bega Cheese consolidated financidglgooas at 30 June 2011, which was
prepared in accordance with Australian Accountinggan8ards and audited by
PricewaterhouseCoopers. This is contained in tHd 2Mnual report which can be found
on the Bega Cheese website at www.begacheese.com.au

Normalising adjustments have been incorporated th® consolidated statement of
financial position to reflect the balance shee¢@ff the pro-forma adjustments to profit
before income tax described above. The effediede is summarised as:

Impact on pro-forma consolidated
statement of financial position
Description of normalising adjustments Net assets Retained| Equity and
$'000 earnings Reserves
$'000 $'000
Add back total RMPP 6,497 6,497, -
Deduct the expense component of RMPP (4,240) (3,R40 -
Incremental public company costs (1,338) (1,3B8) -
Adjust interest expense for IPO capital raising 68,8 1,868 -
Employee loyalty offer expense - 1,080 (1,080)
IPO related costs 875 875 -
Total of adjustments per Bega Cheese Prospectus 62 8,6 4,742 (1,080

No account is taken of the tax effect of these stdjents. The pro-forma financial
information does not incorporate any actual tratisas that have occurred subsequent to
30 June 2011, except the impact of the IPO aslddtam section 6.13. The issuing of
share capital has been reflected in the pro-form@salidated statement of financial
position as follows:

Impact on pro-forma consolidated statement of fomrposition
Net assets Retained Equity and
$'000 earnings Reserves
$'000 $'000
Issue of 17.5 million Bega Cheese Ordinary 35,000 - 35,000
Shares to the public at $2.00 each
Issue of 0.533 million Bega Cheese Ordinary - (1,066) (1,066
Shares to employees at nil consideration
Costs associated with the raising of new capital ,622) - (2,625)
Other costs associated with the offer (8Y5) (8/75) -
Total 31,500 (1,941 33,441
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The above adjustments have been reflected in tbefopma statement of financial
position to match the accounting treatment as afl8te 2011. The $31.5 million net
proceeds of the offer were used to decrease langdebt, which is also reflected in the
pro-forma statement of financial position.

In addition to the impact of the normalising adjushts and effect of the issue of shares,
the pro-forma shows the impact of the proposed Bteby accounting for the proposed
transaction as outlined in this scheme booklet.

Merger consideration

Consideration for the acquisition of the 12,009,4@8ura Milk RP Shares held by Tatura
Milk RP Shareholders will be the issue of 2 Begae&de Ordinary Shares for every 1
Tatura Milk RP Share held. The pro-forma inforroatreflects the issue of the new Bega
Cheese Ordinary Shares at a value of $1.70 eadbhwlquates to a value of $3.40 for
each Tatura Milk RP Share and represents totalideraion of $40.8 million. This
amount has been shown as an increase in sharalcapit

The actual value of this consideration will fludieias the Bega Cheese Ordinary Share
price fluctuates during the period through to tmplementation Date.

The potential transaction costs of the Bega Ch&sep of $1,090,000 have not been
reflected in the pro-forma adjustments and tramsastset out above. If the transaction
had occurred at 30 June 2011, the transaction wasikl decrease each of cash and cash
equivalents and equity of the Merged Group by $2,@®0 before tax.

Accounting for the Merger

The pro-forma financial information assumes tha¢ terger is accounted for as a
transaction with non-controlling interests in aczorce with AASB 127 Consolidated
and Separate Financial Statements. AASB 127 astlthat change in a parent entity’s
ownership that does not result in a change of obn&r accounted for as an equity
transaction.

In applying AASB 127, the following treatment ha=eh adopted:
(@) the value of the consideration is $40.8 million;

(b) this has been used to offset amounts in respettieohon-controlling interests of
$25.6 million, reducing the figure to zero. Thignibnstrates that on the
implementation of the Merger, the shareholders @agdCheese will own all the
interests of the subsidiaries of Bega Cheese,;

(c) the balance of $15.2 million is debited to a neseree — Transactions with Non-
controlling Interests.
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6.17

This can be summarised as shown below:

Impact on pro-forma consolidated statement of fomrposition

Description of impact of the Merger Net asspts  Retained Equity and
$'000 earnings Reserves
$'000 $'000

Issue of new share capital - 40,832
Removal of non-controlling interest - (25,616)
Creation of new reserve — Transactions with Nop- - - (15,216)
controlling Interests
Total - -

The Merger is therefore internal to the reservesd aquity section of the pro-forma
statement of financial position and has no impacbet assets or retained earnings.

The Merger is not expected to have any materiattasequences on the Merged Group.
The tax base of the shares purchased by the Begas€lGroup has been assumed to be
equal to the consideration paid and therefore mahia@ gain or loss is due on the
transaction by the Bega Cheese Group. The impat¢ixoon the Tatura Milk RP
Shareholders is detailed in the taxation reportistaon page 178 of this scheme booklet.

Risks

This section 6.17 identifies what Bega Cheese dsgas the key risks which could
adversely impact Bega Cheese’s financial performamud cause that performance to
differ from any statements of forecast performaoaetained in this scheme booklet. It
also identifies the key risk factors associatedh\ait investment in Bega Cheese Ordinary
Shares. You should read the whole of this scheowklbt in order to fully appreciate
those risks.

These risks have been identified having regardheolikelihood of them occurring, their
potential impact on the Bega Cheese Group and tedévance to Tatura Milk RP
Shareholders. They ought not to be taken as aauskiie statement of the risks faced by
Bega Cheese or investors in Bega Cheese. Théstact®rs, and others not specifically
referred to below, may in the future materiallyeatfthe financial performance of Bega
Cheese and the value of Bega Cheese Ordinary Shares

Business specific risks

Business specific risks that may impact signifigaoh Bega Cheese, its performance and
price of Bega Cheese Ordinary include the risksrilgsd below.

Background as a co-operative styled business

Bega Cheese has a long history as a successfulesupp-operative business. Although
it changed its structure in 2008 from a co-opegattovan unlisted public company, and on
16 August 2011 was admitted to the official listA8X, its constitution retains a number
of features reflecting the co-operative backgrounid Bega Cheese, namely the
requirement that the board will include at leastliectors who are or represent Bega
Cheese Dairy Farmer Suppliers (out of a maximum8pfand maximum limits on
individual shareholdings in Bega Cheese. Thereamently 5 ‘supplier’ directors on the
board (see section 6.5 for further details of tineatiors).
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As noted in section 6.7, the directors who areemresent Bega Cheese Dairy Farmer
Suppliers are not classified as independent direatdthin the terms of ASX Corporate
Governance Principles and Recommendations and cingty, Bega Cheese does not
comply with ASX Corporate Governance Recommendafidn which provides that a
majority of directors should be independent diresstar ASX Corporate Governance
Recommendation 2.2, which provides that the chesge of the board of directors
should be an independent director.

The constitution of Bega Cheese sets a maximunekbhling limit of 5% for the first 2
years after the listing of Bega Cheese, increamn% from the end of the second year
until the end of the fifth year, when the limit miuse voted on by shareholders. If
shareholders approve the continuation of the sbédety limit, it will be 15% from the
end of year 5 until the end of year 10, at whiahetit will cease to apply. The purpose of
the shareholding limit is to provide shareholdabsity for the company for a minimum
period following its listing on ASX and ensure thatsignificant stake can only be
acquired if the constitution is modified which wdulequire the approval of a special
resolution (75% vote) of Bega Cheese shareholddrowever, the existence of a
shareholding limit is unusual for a listed compamd may adversely affect the value
ascribed to Bega Cheese Ordinary Shares. As moteection 8.7, if a person acquires
Bega Cheese shares in excess of the limit, the tgylvote and receive dividends in
respect of the excess shares will be suspendedtthefuthe constitution contains
provisions that allow the directors of Bega Chdesequire the sale of the excess shares.

Tatura Milk RP Shareholders should also be awaatitlthe Merger is effected they will
be in minority compared with the existing shareladdof Bega Cheese. As most of the
existing Bega Cheese shareholders are current ronefoNSW-based dairy farmer
suppliers to Bega Cheese and the other shareh@derson-dairy farmer investors, it is
possible that they may take a different view toufatMilk RP Shareholders as to what is
in the best interests of Bega Cheese and/or aBet@wdamposition of the Bega Cheese
board of directors. A table of the current majoareholders of Bega Cheese is set out in
section 6.9, and a table of the Bega Cheese OxdBlaares expected to be on issue after
the Merger is implemented is set out in sectio® 6.1

Milk supply and pricing

The Bega Cheese Group relies upon ongoing milk lguppm its farmer suppliers. In
turn, the farmer suppliers need suitable climatinditions in order to produce pastures
and source grain and hay/fibre to feed their dhgyds. Farmer suppliers are not under
long term supply contracts, and milk prices areallgtset and communicated to farmer
suppliers on an annual basis.

Farmer suppliers are free to supply alternativeebgiyf they so wish. The price paid to
farmer suppliers for their milk is a key factor ieing able to attract and retain supply.
Milk prices paid are a function of the returns tttee Bega Cheese Group can achieve for
its dairy products. If the Bega Cheese Group chadoieve a return that enables it to be
competitive, it may lose supply of milk from itsfaer suppliers.

To ensure that the milk price paid by the Bega Gadgroup is appropriate, the board has
adopted a new milk price policy effective from 1yJA011. Under its previous structure
Bega Cheese made additional distributions to farsagpliers in the form of payments
based on milk supplied to Bega Cheese. Bega Clueediems that under the new milk
pricing policy, farmer suppliers will receive a q&idetermined in accordance with that
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policy and will participate in future distributionsf profits on the same basis as all
shareholders.

International dairy commodity prices and foreign exchange risk

Dairy commodity prices fluctuate in accordance wgtbbal supply and demand. The
market value of core products of the Bega Cheeseifissuch as cheddar cheese, whey
powder, milk powders and butter are all affectedthry global commodities market to
some extent even those products not exported adédr within the domestic market are
similarly affected. There is a risk that a declinecommodity prices may reduce the
prices at which the Bega Cheese Group is able ltatsegroducts, thereby adversely
impacting Bega Cheese Group earnings unless immgspfor raw materials, including
milk, can be adjusted to reflect this change.

Where dairy commodities are sold into export markieé main currency is the US dollar.
Fluctuations in the Australian dollar as compar@dbteign currencies have the potential
to adversely impact the revenue and returns oBtga Cheese Group.

Reliance on major customers and exports

The businesses of both Bega Cheese and Taturaréljllon their ongoing commercial
relationships with the major customers for whicbytimanufacture and supply products.
The scale of the Bega Cheese and Tatura Milk chjiedihas enabled them to satisfy the
substantial product requirements of large custojrersh as Fonterra and Kraft Foods.
However, while these major customer relationshigggresent a strength, the loss of a
major customer could result in significant advdmsancial consequences, as it is likely to
take some time to replace a major customer.

Bega Cheese and its major customer Fonterra hame teyiewing various aspects of

their agreement for some time and have reachedrintiple agreement on certain

changes to that document. While the parties intendflect their in principle agreement

in a more detailed, legally binding document tcslgmed in the near future, there is a risk
that this will not be achieved. While the existiagreement between the parties would
continue to apply in those circumstances, Fonisromly obliged to source Bega branded
products and could potentially reduce the volumetber products that it sources from

Bega Cheese.

As about 34% of the Bega Cheese Group sales arertex@ny imposition of trade
barriers, regulatory requirements or other mattbeg would affect world trade may
impact the Group’s business.

Environmental risk

Bega Cheese Group, as with other dairy food matwks, generates noise, odour,
waste and air emissions in the course of food miolt  These emissions are regulated
by statute, licence and agreement that the Begaseh®roup has to comply with. While
the Bega Cheese Group has undertaken major invetstrioeaddress emission issues and
has implemented strategies to deal with some bgymts and emissions, it may be
required to take further action. Further expendé e incurred in the future to meet
commitments to minimise adverse impact on the enwrent or comply with future
requirements from environmental authorities andn@anges to environmental regulations.
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There is a risk that production events could breammhironmental/discharge licences or
arrangements that the Group holds.

The Bega Cheese Group is also a major energy uskisasubject to legislation that
requires it to review and seek to reduce its enersgge. Bega Cheese is currently
assessing the impact of the new carbon tax legislat Preliminary analysis by Bega
Cheese indicates that the new tax is likely to ich@ross the supply chain with some
costs being passed through to customers and sompa&cinon raw material suppliers.
Bega Cheese’s view is that at this early stagenplementation, it is difficult to quantify
the impact but it is unlikely to be materially adse to the Bega Cheese Group’s
earnings.

Supply of bulk cheese and nutritional formula products

The Bega Cheese Group has a number of major customi® are required to provide
bulk cheese and nutritional formula raw materialspgrocessing. If for any reason major
customers were unable to source adequate quamtitras/ materials, this may impact the
returns to Bega Cheese from its FMCG and nutrit®o@erations. It should be noted
that these customers are either major manufactuwfedairy products or have global
procurement networks to ensure supply.

Commercial, operational and product risk

The Bega Cheese Group may be subject to generanewial and operational risks
including product defects, changes to market coitipetand events that interrupt
production. Such events could adversely affect Bega Cheese Group’s financial
performance. Like many businesses, the Bega Cltg&eag depends on the ongoing and
efficient operation of its business systems, inftedure and supply chain. The Group
faces inherent risks including failure of machinegnergy suppliers and computer
equipment, industrial action and natural disasteie group maintains appropriate
insurance policies in respect of most insurable&ksrisn accordance with normal
commercial practices.

Bega Cheese is the largest retail cheese procasdopacker in Australia. It is possible
that a new or existing dairy or food processor rbayd a new facility, acquire an
existing operation or otherwise enter the marketwhich the Bega Cheese group sells it
products and seek to aggressively reduce the ggaxpsting market share. In addition,
retailers may increase their direct import of fgreidairy products. Bega Cheese and
some of its customers provide products to Austnadiapermarkets. Supply arrangements
with supermarkets are subject to change with prothargin pressure and the de-listing
of stock lines having potential to impact the parfance of Bega Cheese.

The Bega Cheese Group’s ability to remain prodectprofitable, competitive and to
effect its planned growth initiatives depends anability to attract and retain workers.
Tightening of the labour market in key regions daea shortage of suitably skilled
workers may inhibit the group’s ability to hire anetain employees. The group is also
subject to occupational health and safety reguiatidf the group is not able to maintain
its working conditions to meet occupational hedatid safety regulations it may impact
its operations and ability to attract and retairrkeos and also result in contravention of
those regulations, which may give rise to potentiinal and civil liability and also
damage the Bega Cheese Group’s reputation.
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As with all dairy food processors, the Bega CheBseup is exposed to the risk of
product contamination and product recalls. Theignmanages this risk by:

(a) testing and monitoring milk intake continually chgiand on completion of the
production process;

(b) quality review procedures during manufacturing;

(c) external audit of operations systems by NSW Foothéwity, Dairy Food Safety
Victoria, Australian Quarantine and Inspection $@nand some customers; and

(d) maintaining insurance cover against any third patym where appropriate and
cost effective to do so.

Key personnel

The Bega Cheese Group’s success depends to dcaghiéxtent on its key personnel, in
particular the senior management team describegdtion 6.6. These individuals have
extensive experience in and knowledge of the Alistradairy industry and the Bega
Cheese Group business. Changes that adversety tifteBega Cheese Group’s ability
to retain key personnel or an inability to recroit retain suitable replacement or
additional personnel could material impact Bega &beGroup’s business, operational
performance and financial results.

Credit risk

The Bega Cheese Group conducts business with mtestec and international customers
on normal commercial terms. These terms includeéetrcredit for varying periods from
payment up front to settlement up to 90 days aléspatch of goods.

The group has policies and procedures in place doage credit risk, including risk
assessments and/or credit checks on its custonkenrssome trade receivables the group
may also obtain security in the form of letterscoédit. In addition, the group obtains
insurance over export debtors and Australian custenwhere appropriate and cost
effective.

Regulatory risk

Bega Cheese is required to comply with a rangews land regulations, including laws
and regulations specific to the dairy industry, pefition, environmental, occupational
health and safety, customs and tariff and taxakows. Future changes to laws and
regulations or accounting standards which applyBega Cheese could materially
adversely affect Bega Cheese’s future financidigperance.

Interest paying debt

Bega Cheese and Tatura Milk have debt facilitigh ®iseparate financial institutions of
circa $155 million. The facilities are stand-alaared are not subject to cross charges or
cross guarantees. Separate mortgages and floatiagges over all the assets and
undertakings of the respective entities have beewigeed. A condition of these facilities
is to comply with various covenants in respecthaf tinancial position and performance
of the respective entities.
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Based on current cash flows, Bega Cheese and Thlilkehave sufficient facilities to
finance their respective operations. Where detititias are drawn down, the term and
use of the loans is taken into account in deciduligit proportion of the loan, if any,
should be protected from interest rate movementadiyg interest swap arrangements.
The underlying interest rate payable on borrowisgdriven largely by factors outside the
control of the group. The group generally maintaesween 30 and 60 percent of its
borrowings at a fixed rate using interest rate swapd other arrangements. All
borrowings are denominated in Australian dollars.

The working capital facilities ($70 million) are mgrally negotiated with 12 to 18 month
terms and renewed towards the end of each terntherwise as required. Currently the
working capital facilities are due to expire in [@ater 2012 and the term loan facilities
in mid-2014. The group currently complies with @de financial covenants associated
with its facilities. While the group has no reagonexpect that it will not be able to

renew its facilities there is a risk of non-renewalhat terms and conditions of renewal
may be less favourable than they are currently.

General risks

General risks that may impact significantly on Bega Cheese Group, its performance
and the price or value of Bega Cheese OrdinaryeShaclude the following.

General economic conditions

The operating and financial performance of BegaeSkes influenced by a variety of
general domestic and world economic and businesditians, inflation, interest rates,
exchange rates, access to debt and equity capiakets, and government fiscal,
monetary and regulatory policies. A prolonged detation in any of the above factors
may have a material adverse effect on the finamp@diormance, financial position, cash
flows, distributions, growth prospects and shareepof Bega Cheese.

No guarantee of dividends

There is no guarantee that dividends will be paidBega Cheese Ordinary Shares in the
future as this is a matter that depends on thendiah performance of the Bega Cheese
Group.

Sock market risks

Potential investors should recognise that thereisks associated with any investment in
shares. The price at which Bega Cheese OrdinaayeSimay trade on ASX may vary
depending on the financial performance of the BEégaese Group and various external
factors. In particular there is a risk that theg@rat which Bega Cheese Ordinary Shares
trade on ASX may be less than the market priceBga Cheese Ordinary Shares as at
the date of this scheme booklet. Further, theraocisguarantee that an active, liquid
market in the Bega Cheese Ordinary Shares willldpwar continue.

Force majeure events

Events such as acts of terrorism, an outbreak td#rnational hostilities or natural
disasters may occur within or outside Australia amaly have an impact on the Bega
Cheese Group’s business. Any such force majewgetgewnay have a negative impact on
the value of an investment in Bega Cheese shares.

Page 74| Scheme booklet



6.18

6.19

6.20

Bega Cheese Prospectus

Bega Cheese was admitted to the official list ofXA& 16 August 2011 following its
initial public offering of 18,350,000 Bega Cheeseli@ary Shares to raise total proceeds
of up to $35,000,000. The offer was made undeBibga Cheese Prospectus dated 18
July 2011 and closed a week early over subscribed.

The Bega Cheese Prospectus contains detailed iafimmmabout the Bega Cheese Group
as at the date of its issue, including its prospectd the potential risks and rewards of
investing in Bega Cheese Ordinary Shares. If youldlike to review a copy of the
Bega Cheese Prospectus it can be obtained by gouBega Cheese, free of charge, by
calling Bega Cheese’s company secretary, BrettyKedh (02) 6491 7777 or by
downloading a copy from the Bega Cheese websitevat.begacheese.com.au.

Continuous disclosure statement

Bega Cheese, as a disclosing entity under the Catipos Act, is subject to regular
reporting and disclosure obligations. These olibbiga include requiring Bega Cheese to
notify ASX of information about specified eventsdamatters as they arise for the
purposes of ASX making that information availaldethe stock market conducted by
ASX. In particular Bega Cheese has an obligatiotlen the ASX Listing Rules (subject
to certain limited exceptions) to notify ASX immatily of any information of which it
becomes aware which a reasonable person would tetpbave a material effect on the
price or value of the Bega Cheese Ordinary Shares.

Copies of documents lodged with ASIC in relatiolBeEga Cheese may be obtained from,
or inspected at, an ASIC office.

Bega Cheese will provide a copy of any of the fellg documents, free of charge, to
any person who asks for it on or before the Impiaatén Date:

(@) The annual financial report of Bega Cheese forytaa ended 30 June 2011.

(b) All continuous disclosure notices given by Bega €daeto ASX to notify ASX of
information relating to Bega Cheese under the gious of the ASX Listing Rules
referred to in section 674(1) of the Corporatiorts &fter lodgement of the 30 June
2011 annual financial report and before the lodgenoé the copy of this scheme
booklet with ASIC.

ASX quotation

Application for quotation on ASX of the new Begadéke Ordinary Shares to be issued
under the Scheme has been made to ASX by Bega €lwresill be made within 7 days
after the date of this scheme booklet.

6.21 Expiry date

No Bega Cheese securities will be issued on thes lmdsthis scheme booklet after 16
December 2012.
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7. An explanation of the process
7.1 Outline and effect of the proposed Merger

(@) The Merger involves you selling your Tatura Milk F¥hares to Bega Cheese in
exchange for Bega Cheese Ordinary Shares. AsuH,réatura Milk will become a
wholly-owned subsidiary of Bega Cheese.

(b) To achieve this it is proposed that pursuant toSbkeme (which only becomes
effective if it is approved by Tatura Milk RP Shiaodders and the Supreme Court)
as set out in the Scheme of Arrangement Deed:

(1) Tatura Milk RP Shareholders sell and transfertairt Tatura Milk RP Shares
held at 9:00 am on the Implementation Date to Bélgeese; and

(2) Bega Cheese issue to each Tatura Milk RP Shargh@dBega Cheese
Ordinary Shares for every 1 Tatura Milk RP Sharkl oy the Tatura Milk
RP Shareholder at 9:00 am on the Implementatioe.Dat

This is to happen on the Implementation Date.
(c) On the Merger taking effect:

(1) Bega Cheese will become the only shareholder afraawlilk, holding all of
the Tatura Milk RP Shares and Tatura Milk Ordinghares;

(2) you will become a shareholder of Bega Cheese hplBaga Cheese Ordinary
Shares in the ratio of 2 Bega Cheese Ordinary SHareevery 1 Tatura Milk
RP Share held by you at 9:00 am on the Implemem&ate; and

(3) Tatura Milk RP Shareholders will hold in aggregapgroximately 24 million
Bega Cheese Ordinary Shares which immediately dfterissue of those
shares would represent approximately 15.9% of dt& humber of issued
Bega Cheese Ordinary Shares and Bega Cheese EmRaylets (assuming
no other Bega Cheese securities are issued afeddle of this scheme
booklet).

(d) The Bega Cheese Ordinary Shares issued to youamitl pari passu with all other
Bega Cheese Ordinary Shares then on issue. THisinglude the right to
participate in any interim or final dividend payabin respect of Bega Cheese
Ordinary Shares, the record date for which is oaftar the Implementation Date.

(e) Bega Cheese has agreed that the record date fermdeing entitiements to any
dividend on the Bega Cheese Ordinary Shares inecespf the financial
performance of Bega Cheese for the 6 months erglinBecember 2011 will be
after 31 January 2012. Accordingly, if the Implertaion Date occurs before 31
January 2012 as planned, as the holder of Begas€l@rlinary Shares issued to
you under the Scheme, you will be entitled to pgéite in any such dividend.
However, if implementation of the Merger is delayedil after 31 January 2012,
and the Bega Cheese Ordinary Shares under the 8drenmot issued to you until
after the record date for a Bega Cheese dividend, will have no right to
participate in the dividend.
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(f)

(¢))

Bega Cheese must seek ASX quotation of the Bega<eh@rdinary Shares, and
must use its reasonable endeavours to ensurehihatate listed for quotation on
and from the Business Day after they are issugoio

The terms of the Scheme and Merger are embodidteischeme of Arrangement
Deed. A copy of the Scheme of Arrangement Dease@ti®ut in this scheme booklet
starting on page 181.

7.2 Modifications to the constitution of Tatura Milk

(@)

(b)

(€)

Under Tatura Milk’'s constitution:

(1) the maximum number of Tatura Milk RP Shares whichyrat any time be
held by or on behalf of one person is 5% of thaadsTatura Milk RP Shares
(article 4(2));

(2) a transfer of Tatura Milk RP Shares must not besteged unless the
instrument of transfer is executed by the transfewmud transferee and the
transfer is to a Supplier (article 25(1));

(3) the board of directors of Tatura Milk must inclugl®airy Farmer Suppliers
(article 65(5)); and

(4) the number of directors that the ‘Majority Sharelesl may appoint by
written notice is limited to 4 (article 66(1)).

The Majority Shareholder is the person holding ntbe: 50% of the issued shares
in Tatura Milk, which is currently Bega Cheese,

These and other articles are proposed to be mdditieallow Bega Cheese to
acquire 100% of the issued Tatura Milk RP Sharefeuthe Scheme as proposed,
and to ensure that only Bega Cheese nominees cdimdotors of Tatura Milk and
there is no limit on number, after the Merger tagisct.

In particular, it is proposed:
(1) toinsert at the end of article 4(2) a new paragnapich:

(A) would make the acquisition of Tatura Milk RP ShamgsBega Cheese
under the Scheme an exception to the limit; and

(B) would result in the article ceasing to apply affatura Milk becomes a
wholly-owned subsidiary of Bega Cheese upon the gelertaking
effect;

(2) to modify article 25(1) to allow the transfer oftliea Milk RP Shares to Bega
Cheese under the Scheme, and to any subsequesfetesnafter the Merger
takes effect;

(3) to modify article 65(5) to remove the requiremealidwing the Merger
taking effect that there be 2 directors who areyBarmer Suppliers;
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7.3

(d)

(4) to modify article 66(1) to remove the limit on thember of directors that the
Majority Shareholder may appoint following the Mergaking effect; and

(5) to modify article 72(1) so that the Dairy Farmer pBiier Directors
automatically vacate office upon the Merger takafigct.

These proposed modifications are contained in thtecen of the general meeting
which is set out on page 192.

Voting by Tatura Milk RP Shareholders

(@)
(b)

(€)

(d)

(€)

(f)

The Merger requires three levels of shareholdercyap.

As noted, Tatura Milk’'s constitution will need te modified to allow Bega Cheese
to acquire 100% of the issued Tatura Milk RP Sharader the Scheme as
proposed. Tatura Milk may modify its constitutiby special resolution. A special
resolution must be passed by at least 75% of thesvoast by Tatura Milk

shareholders (either in person or by proxy, attproe representative) who are
entitled to vote on the resolution.

The special resolution to modify the constitutientd be considered at a general
meeting of Tatura Milk convened by the board okdiors of Tatura Milk. All
shareholders of Tatura Milk, including Bega Cheasenholder of the Tatura Milk
Ordinary Shares, will be entitled to attend the egah meeting and vote on the
special resolution, unless disqualified from doisg under Tatura Milk’s
constitution because of outstanding indebtednessdote Tatura Milk — see
paragraph (i) below. Bega Cheese is obliged underterms of the Merger
Implementation Agreement to vote in favour of tpedal resolution to modify the
constitution.

The Scheme under which the Merger is to be effectedt be approved at a
meeting of Tatura Milk RP Shareholders conveneddecordance with an order of
the Court by a resolution:

(1) passed by a majority in number of the Tatura MilR BRhareholders present
and voting (either in person or by proxy, attoroeyepresentative); and

(2) passed by at least 75% of the votes cast on to&uties.

On an application by Tatura Milk, the Supreme Caondered Tatura Milk to

convene a meeting of Tatura Milk RP ShareholdersHe purpose of considering
the Scheme. This meeting is a separate class ngeefi Tatura Milk RP

Shareholders only, excluding Bega Cheese or adiabgiof Bega Cheese (if any of
them are Tatura Milk RP Shareholders). Accordingly member of the Bega
Cheese Group will be permitted to vote at this meget As at the date of this
scheme booklet, no member of the Bega Cheese Gmowp Tatura Milk RP

Shareholder.

The general meeting of Tatura Milk at which the csgleresolution to modify the
constitution is to be considered has been convéayethe board of directors of
Tatura Milk to be held at the Sir lan McLennan CenEchuca Road, Mooroopna,
Victoria on Wednesday 14 December 2011 at 11:00 &ne separate class meeting
of Tatura Milk RP Shareholders to consider the Itggm to approve the Scheme
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(9)

(h)

@)

(k)

()

(m)

(n)

has been convened in accordance with the ordérecCourt to be held immediately
following the conclusion or adjournment of the getheneeting.

Notice of the general meeting and notice of theeBhmeeting are included in this
scheme booklet on pages 192 and 195.

The general meeting will be conducted in accordavitte the provisions of Tatura
Milk’s constitution applicable to general meetings Tatura Milk, including the
provisions relating to shareholders’ eligibility Wote. The Scheme meeting will
also be conducted in accordance with those prowsso far as they are capable of
application (and with all necessary changes).

Where money due and payable to Tatura Milk in respgany Tatura Milk shares
has not been paid, the holder of those sharestientidled to attend or vote at a
meeting by virtue of that shareholding.

Those persons who are registered as the holdératofa Milk shares on Monday
12 December 2011 at 7:00 prdegtermination Time) will be taken to be the
holders of those shares for the purposes of deta@rmgivoting entittements at the
general meeting and the Scheme meeting. Accordinglless disqualified from
attending and voting due to outstanding indebtesioased to Tatura Milk:

(1) Bega Cheese, assuming it continues to be the hofdsl of the Tatura Milk
Ordinary Shares at the Determination Time, will drdtitled to attend the
general meeting and vote on the special resolutiobe considered at that
meeting; and

(2) if you hold Tatura Milk RP Shares at the DetermoratTime, you will be
entitled to attend both the general meeting andStleeme meeting and to
vote on all resolutions to be considered at thosetimgs.

Each Tatura Milk shareholder entitled to vote oresolution has one vote on a
show of hands and, on a poll, has one vote for shale held.

Voting on all resolutions to be considered at temeayal meeting and Scheme
meeting will be by a poll.

A shareholder entitled to attend and vote at a imgéd entitled to appoint a proxy,
attorney or representative to attend the meeting) \aste on the shareholder’s
behalf. A shareholder may appoint up to 2 prosied may specify the proportion
or number of votes each proxy may exercise on & lpai neither proxy is entitled
to vote on a show of hands. A person may be apgmbiproxy, attorney or
representative for more than one shareholder, ischwtase he or she has the voting
entitlement of each shareholder he or she reprsent

In the case of joint holders of a share, anyonéhein may vote at a meeting in
person or by proxy, attorney or representativeespect of that share as if solely
entitled to it, but if more than one joint holder present (in person or by proxy,
attorney or representative) only the joint holdéroge name stands first in Tatura
Milk’s register of shareholders in respect of tharg is entitled to vote in respect of
the share.
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(o) The quorum required for a meeting is 5 shareholgeesent at the meeting in
person or by proxy, attorney or representative. ei¥lwithin 15 minutes after the
time appointed for the meeting a quorum is not gmgsthe meeting stands
adjourned to the same day in the next week ataheedime and place or to such
other day, time and place as notified to sharetsldad others entitled to notice of
the meeting. At the adjourned meeting 2 persomh déeing a shareholder, or
proxy, attorney or representative of a sharehola#rconstitute a quorum.

7.4 Conditions of Scheme becoming effective

(&) The Scheme is conditional on an order of the Capgroving the Scheme being
made under section 411(4)(b) of the Corporations @&t or before 29 February
2012 or such other date as Bega Cheese and TatikanMy agree. It is
anticipated that Court approval will be sought onl&y 16 December 2011 and the
Implementation Date will be Friday 23 December 2011

(b) The Scheme is also conditional on the Merger Implaation Agreement between
Tatura Milk and Bega Cheese not being terminatdtkrmination could occur
because of a number conditions not being satisBadh as the occurrence of a
‘material adverse change’ or ‘prescribed occurrenceelation to Tatura Milk or
Bega Cheese, subject to the rights of each of timewaive the non-satisfaction of
certain conditions.

(c) A more detailed summary of these conditions ioséin section 9.8, and a copy of
the Merger Implementation Agreement is availableifgpection by Tatura Milk
RP Shareholders:

(1) free of charge during normal business hours atefestered office of Tatura
Milk at 236 Hogan Street, Tatura, Victoria; or

(2) from Bega Cheese’s announcements on the ASX wedisit@/w.asx.com.au.

A summary of relevant provisions of the Merger lerpentation Agreement is also
contained in section 9.8.

7.5 Becoming a shareholder of Bega Cheese

(@) On the Implementation Date of the Scheme, you Wl issued Bega Cheese
Ordinary Shares and, if you are not then alreadlyaaeholder of Bega Cheese, you
will have agreed to become a member of Bega Chaedeauthorised your name
and address as it appears in the register of shidesis of Tatura Milk to be entered
into the register of shareholders of Bega Ched3ega Cheese will include these
details in its register of shareholders as theyeapm the register of shareholders of
Tatura Milk, subject to the requirements of Begae€de’'s share registrar. While
you are a shareholder of Bega Cheese you agree bound by the constitution of
Bega Cheese.

(b) Your rights as a shareholder of Bega Cheese areoetin Bega Cheese’s
constitution, which is summarised in section 8.
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7.6

7.7

7.8

Dealings in Tatura Milk RP Shares before and afteimplementation Date

(@) If the Court makes an order approving the Schenueusection 411(4)(b) of the
Corporations Act, Tatura Milk will close its regestof shareholders at 5:00 pm on
the date an office copy of the order is lodged WABIC. That is expected to
happen on the next Business Day after the Courbapp

(b) Tatura Milk will ensure that all registrable traef and transmission applications in
respect of Tatura Milk RP Shares which are:

(1) received by Tatura Milk (or its share registrarjdoe closure of the register;
and

(2) not refused for registration in accordance withufatMilk’s constitution;

are registered as soon as reasonably practicablerateipt and, where registration
occurs after closure of the register, with effédhat time.

(c) A Tatura Milk RP Shareholder (and any person clagrthrough that Tatura Milk
RP Shareholder) must not dispose of or purporigreeato dispose of any Tatura
Milk RP Shares or any interest in them after theetof closure of the register.

(d) Tatura Milk will not register any transfer or tramission application in respect of
Tatura Milk RP Shares received after the time o$ugte of the register, until all the
transfers of Tatura Milk RP Shares to Bega Cheadenthe Scheme are registered.

Your Dairy Farmer Supplier Directors to be appointed to the Bega Cheese board
Under the Scheme of Arrangement Deed, Bega Chessagneed that:

(@) by the Implementation Date 2 of your Dairy Farmapfier Directors who are in
office at the Effective Date and are selected bin@ccordance with an agreement
between them will be appointed to the board of Bégeaese; and

(b) Bega Cheese will use its best endeavours to erikate2 individuals who are
Tatura Milk Dairy Farmer Suppliers (or the reprdaéiie of a body corporate that
is a Tatura Milk Dairy Farmer Supplier) are on Bega Cheese board for 2 years
from the Implementation Date.

All 4 of your Dairy Farmer Supplier Directors haveminated for these 2 board
positions, and have agreed to have a ballot fosé¢tection of 2 of them to be voted on by
Tatura Milk RP Shareholders only. This ballot ianqmed to be conducted at the general
meeting of Tatura Milk to be held on the same dayh@ Scheme meeting. Tatura Milk
RP Shareholders (or their proxies or other reptesigas) at the meeting will be asked to
cast their vote in favour of just 2 of the candegaand the 2 Dairy Farmer Supplier
Directors who receive the most votes will be seédbr appointment to the Bega Cheese
board. Voting will be by a poll.

Amendment of Scheme of Arrangement Deed

From the date of this scheme booklet until the en@ntation Date, the Scheme of
Arrangement Deed may be amended or repealed atateepby a supplementary deed
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7.9

between Tatura Milk and Bega Cheese but only ifGbert approves the amendment or
replacement.

Court approval — when Scheme becomes effective amdho is bound by the Scheme

(@ On application by Tatura Milk, the Supreme Cours ltadered Tatura Milk to
convene the Scheme meeting at which Tatura MilkSRBreholders can consider
the resolution to approve the Scheme, to be hetdediately after the closure or
adjournment of the general meeting on Wednesddyebé&mber 2011.

(b) If the resolution is passed at the Scheme meetingd, the special resolution to
modify Tatura Milk’s constitution is also passedthe earlier general meeting,
Tatura Milk will apply to the Court for the Courtagpproval of the Scheme.

(c) If the Scheme is approved by the Court and allrotleditions of the Scheme and
Merger are satisfied or waived, the Scheme and &fevgll become effective
whereby all Tatura Milk RP Shares on issue at @1®0on the Implementation Date
will be transferred to Bega Cheese and Bega CHesdieary Shares will be issued
to Tatura Milk RP Shareholders.

(d) That will happen on the Implementation Date whidh tae the 4" Business Day
after the Effective Date. The Effective Date ie thate an office copy of the Court
order approving the Scheme is lodged with ASICumhsother effective date of the
Scheme and Merger as Tatura Milk and Bega Cheegewith the consent of the
Court, agree. The Scheme, and the Scheme of Agnaaigt Deed, is binding on
Tatura Milk and Bega Cheese and will become bindingall persons who are
Tatura Milk RP Shareholders on and from the EffecDate.

(e) It is anticipated that Court approval of the Schemk be sought on Friday 16
December 2011 and the Implementation Date will thealy 23 December 2011.

7.10 Taxation considerations

Tatura Milk has engaged MB+M Business Solutiongtepare a report on the general
Australian taxation implications of disposing oftliea Milk RP Shares and acquiring

Bega Cheese Ordinary Shares as consideration dbrdibposal under the Scheme. A
copy of the report is set out in this scheme bdo&iarting at page 178. The taxation
report is not intended to be comprehensive, atxhsed on the income tax legislation in
force at the date of the report. The report fosume the situation of Australian resident
shareholders holding Tatura Milk RP Shares on abpitcount. It does not address the
tax considerations applicable to Tatura Milk RP r8halders that may be subject to
special rules, such as shares held by non-residdrases held as trading stock and shares
held on revenue account.

You should not rely on the taxation report as aglwicrelation to your own affairs. The
taxation laws are complex and there could be impbos in addition to those generally
described in the report. It is recommended that gonsult your own tax adviser for
advice applicable to your individual needs and wmstances. No responsibility is
accepted for the tax implications of disposing ofiyTatura Milk RP Shares in exchange
for Bega Cheese Ordinary Shares under the Scherflee taxation report is not
exhaustive of all possible Australian income taxisiderations that could apply and, in
particular, does not address the tax consideratpp$icable to shareholders that may be
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subject to special tax rules, nor does it addragd@eign tax law ramifications resulting
from the Scheme.
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8.2

8.3

8.4

8.5

8.6

Summary of the constitution of Bega Cheese
Inspection

Your rights and obligations as a shareholder ofeaBEfeese on the Merger taking effect,
will be largely contained in Bega Cheese’s constity the material provisions of which
are summarised below. If further information igjuied, the constitution should be
consulted, a copy of which can be obtained byrmglBega Cheese’s company secretary,
Brett Kelly, on (02) 6491 7777 or by downloadingapy from the Bega Cheese website
at www.begacheese.com.au. The Corporations AcK BiSting Rules and general law
also govern the rights of shareholders of Bega Shee

Shares

Subject to the Corporations Act, ASX Listing Ruéewd the constitution of Bega Cheese,
the directors of Bega Cheese may issue, or graimngpin respect of, shares in Bega
Cheese to such persons, on such conditions andswih rights and restrictions as the
directors think fit. At present the only shareBiega Cheese on issue are Bega Cheese
Ordinary Shares.

As the Bega Cheese Ordinary Shares to be issuednagderation for your Tatura Milk
Ordinary Shares will, on issue, be fully paid, tteg not subject to any calls for money
by the directors and will therefore not becomel&dbr forfeiture.

Voting rights

At a general meeting, every shareholder preserpeirson or by proxy, attorney or
representative has one vote on a show of handsoaadvote for each Bega Cheese
Ordinary Share on a poll.

A poll may be demanded by the chairperson of thetimg, at least 5 shareholders
entitled to vote on the resolution or shareholdeith at least 5% of the total number of
shares in Bega Cheese.

Dividend rights

Bega Cheese Ordinary Shares participate in alddids that have a record date after
their issue. Dividends are determined by the thrscat their discretion and, subject to
any special rights (at present there are none)payable on all Bega Cheese Ordinary
Shares in proportion to the amount of the issueegpaid up on those shares.

Rights on winding up

On a winding up of Bega Cheese, all shareholdesseatitled to participate in the
distribution of surplus property in proportion teetBega Cheese Ordinary Shares held by
them.

Transfers of shares

Bega Cheese Ordinary Shares are transferable, csutgethe requirements of the
constitution (including the shareholding limit) atiet ASX Listing Rules.
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8.7 Shareholding limit

8.8

8.9

(@)

(b)

()

No person, together with his or her associates, hoéy or have a relevant interest
in a number of shares in Bega Cheese that excéedshareholding limit. The
shareholding limit is 5% of the total number of idsain Bega Cheese on issue for
the first 2 years from date of the ASX listing oéda Cheese (16 August 2011) and
10% of the total shares on issue from the endaif2hyear period (16 August 2013)
and to the anniversary of the fifth year of listif§6 August 2016). The
shareholding limit must be put to shareholdersrémewal for another 5 years by
way of ordinary resolution by no later than théhfinniversary of the listing. If the
shareholding limit is not renewed, it will autontatily cease. If the shareholding
limit is renewed, the shareholding limit will in@ge to 15% of the total shares on
issue and will automatically cease at the tenthvamsary (16 August 2021).

The shareholding limit will cease to have effectatearlier time if Bega Cheese’s
constitution is amended by special resolution oéreholders to remove the
shareholding limit.

If a person acquires shares in excess of the sbldiey limit, the right to vote and
be paid dividends in relation to the shares heldxoess of the shareholding limit
will be suspended. Further the directors may megilie disposal of the shares held
in excess of the shareholding limit. If that disabis not made within the period set
out in the constitution, the directors may proceedell those shares and distribute
the proceeds of the sale, after paying relevarts@w expenses, to the holder.

Directors

(@)

(b)

(€)

The board of directors of Bega Cheese will compuigeo 8 directors of whom 4
must be, or be the representative of a body corpdhat is, a Bega Cheese Dairy
Farmer Supplier. This includes a Tatura Milk Ddigrmer Supplier or any other
person who conducts a dairy farming business apgligs milk to Tatura Milk (or
any other member of the Bega Cheese Group).

Further, during the 2 years after the successfplementation of the Merger, 2 of
the directors must be, or be the representativee lmddy corporate that is, a Tatura
Milk Dairy Farmer Supplier.

Subject to the Corporations Act and the requirenfenta minimum number of 4
directors who are or represent Bega Cheese DamdfaSuppliers, the board may
increase or reduce the number of directors conmgrithe board from time to time.
The board must not reduce the size of the boalestothan the number of directors
in office at the time the reduction takes effect.

Remuneration of directors

The directors are entitled to be remunerated feir teervices as directors. The total
annual remuneration must not exceed $900,000 onh sdicer amount approved by
shareholders. The total annual remuneration amisutivided between the directors in
the manner agreed or in default of agreement, BguBlefer sections 9.3(l) and 9.4¢(j) for
further details.
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8.10 Liquidation rights

All Bega Cheese Ordinary Shares, rank equally enagbent of liquidation. Once all the
liabilities of Bega Cheese are satisfied, a ligtodanay, with the authority of a special
resolution of shareholders, divide among the sluddeins at the time the whole or any
part of the remaining assets of Bega Cheese.

8.11 Indemnity

Bega Cheese must indemnify, on a full indemnityidasd to the fullest extent permitted
by law, each director of Bega Cheese for all lossdmbilities incurred by the director as
a director. The directors of Bega Cheese may dxtieis indemnity to other officers, or
an auditor, of the Bega Cheese Group.

8.12 Alteration of constitution

The constitution can only be amended by a speestlution passed by at least 75% of
the votes cast by shareholders entitled to votdnemesolution.
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9.

Additional information

9.1 Marketable securities of Tatura Milk — recent saleprices

9.2

(@)

(b)

(€)

At the date of this scheme booklet, the only matilet securities of Tatura Milk on
issue are 28,413,511 Tatura Milk Ordinary Shares E#5009,408 Tatura Milk RP
Shares.

As far as Tatura Milk is aware, no Tatura Milk Qrdiry Shares have been sold in
the 6 months immediately before the date of thieste booklet.

Set out below is all the information that Taturalkvihas as to the sales of Tatura
Milk RP Shares in the above-mentioned 6 month perio

This number of ...were sold on or ...for this price ...totalling this
Tatura Milk RP about this date... for each share... amount...
Shares...

126,069 22 June 2011 $1 $126,069
187,939 27 July 2011 $1 $187,939
9,585 24 August 2011 $1 $9,585
277,773 21 September 2011  $1 $277,773

Marketable securities of Bega Cheese — recent salgces

(@)

(b)

()

(d)

(e)

At the date of this scheme booklet, the only matiet securities of Bega Cheese
on issue are 126,709,903 Bega Cheese Ordinary Shate362,500 Bega Cheese
Employee Rights.

Bega Cheese Ordinary Shares are granted officiatatjon on ASX, having
commenced quotation on 19 August 2011.

The latest ASX recorded sale price of a Bega Ch@edimary Share before the date
of this scheme booklet was $1.72 on 16 Novembet 201

The highest and lowest ASX recorded sale prices Béga Cheese Ordinary Share
during the 3 months immediately before the datthisf scheme booklet were $1.91
on 8 September 2011 and $1.60 on 7 November 2@pkctvely.

On 9 March 2011 (before the listing of Bega Cheespliblic announcement about
the Scheme and Merger was issued by Tatura MilkBegh Cheese. On 4 October
2011 a further public announcement about the ScheamdeMerger was issued by
Tatura Milk and Bega Cheese. The latest ASX rembrdale price of a Bega
Cheese Ordinary Share immediately before this éurgfublic announcement was
$1.77.
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(H  The volume weighted average price of Bega Cheedm@y Shares sold on ASX
over the period from the commencement of tradinBega Cheese Ordinary Shares
on ASX (19 August 2011) to the day before the ddtéhis scheme booklet was
$1.76.

(@) The volume weighted average price of Bega Cheedm@y Shares sold on ASX
over the period from the date the Merger was ancedir{4 October 2011) to the
day before the date of this scheme booklet wad0$1.7

9.3 Directors of Tatura Milk and their interests

(@) Under Tatura Milk’s constitution, the board of diters of Tatura Milk must
comprise up to 4 Bega Cheese Nominees, 2 Dairy éraBupplier Directors and up
to 2 other directors.

(b) The directors of Tatura Milk holding office at thate of this scheme booklet are:

Name Status

Barry Irvin AM Chairman and Bega Cheese Nominee
Richard Parbery Bega Cheese Nominee

Colin Griffin Bega Cheese Nominee

Aidan Coleman Bega Cheese Nominee

Rick Cross Deputy chairman and Dairy Farmer

Supplier Director

Ken Wood Dairy Farmer Supplier Director
Fred De Cicco Dairy Farmer Supplier Director
Jeff Odgers Dairy Farmer Supplier Director

(c) At the date of this scheme booklet, the directdrdatura Milk own legally or
beneficially or otherwise have a relevant intergstthe following marketable
securities of Tatura Milk:

This director... ...has a relevant interest in these
Tatura Milk marketable securities...

Barry Irvin AM Nil
Richard Parbery Nil
Colin Griffin Nil
Aidan Coleman Nil
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(d)

(e)

(f)

(9)

This director... ...has a relevant interest in these
Tatura Milk marketable securities...

Rick Cross 136,585 Tatura Milk RP Shares
Ken Wood 154,927 Tatura Milk RP Shares
Fred De Cicco 135,314 Tatura Milk RP Shares
Jeff Odgers 81,587 Tatura Milk RP Shares

No director of Tatura Milk has acquired or disposéa relevant interest in Tatura
Milk marketable securities in the 4 month periodiesh on the day immediately
before the date of this scheme booklet.

Each director who has a relevant interest in Tallitk RP Shares will be entitled
to participate in the Scheme on the same basisllastter Tatura Milk RP
Shareholders and, accordingly, if the Scheme besoriféective, will as a
consequence of the Scheme acquire an equivalevardlinterest in 2 Bega Cheese
Ordinary Shares for every 1 Tatura Milk RP Sharenimch the director has a
relevant interest at 9:00 am on the Implementdiiate.

All of your Tatura Milk directors who own or otheise have a relevant interest in
Tatura Milk RP Shares themselves, intend to vat@rocure to the extent they can
the relevant Tatura Milk RP Shareholder to votefawour of the Scheme and
Merger and all related resolutions (including thbeaal resolution to amend Tatura
Milk’s constitution to be considered at the generadeting of Tatura Milk to be
held before the Scheme meeting).

At the date of this scheme booklet, the directdrd aura Milk own legally or
beneficially or otherwise have a relevant intergstthe following marketable
securities of Bega Cheese:

This director... ...has a relevant interest in these Bga
Cheese marketable securities...

Barry Irvin AM 3,004,984 Bega Cheese Ordinary Share
Richard Parbery 2,664,012 Bega Cheese OrdinaryeShar
Colin Griffin 120,000 Bega Cheese Ordinary Shares
Aidan Coleman 82,512 Bega Cheese Ordinary Shares
Rick Cross 15,300 Bega Cheese Ordinary Shares
Ken Wood 15,500 Bega Cheese Ordinary Shares
Fred De Cicco 5,250 Bega Cheese Ordinary Shares
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This director... ...has a relevant interest in these Bga
Cheese marketable securities...

Jeff Odgers Nil

(h) No director of Tatura Milk has acquired or dispos#da relevant interest in any
Bega Cheese marketable securities in the 4 montlodpended on the day
immediately before the date of this scheme boaktetpt as follows:

(1) Aidan Coleman has acquired a relevant interegterfallowing Bega Cheese
Ordinary Shares — 82,512 under the Bega Cheesgdetas by issue on 15
August 2011 at an issue price of $2 each.

(2) Rick Cross has acquired a relevant interest inftlewing Bega Cheese
Ordinary Shares — 10,000 under the Bega Cheesgdetas by issue on 15
August 2011 at an issue price of $2 each; 2,50purghase on ASX on 19
August 2011 at a sale price of $1.77 each; 2,80purghase on ASX on 23
August 2011 at a sale price of $1.83 each.

(3) Ken Wood has acquired a relevant interest in tHieviing Bega Cheese
Ordinary Shares — 10,000 under the Bega Cheesgdetas by issue on 15
August 2011 at an issue price of $2 each; 5,50@urghase on ASX on 13
September 2011 at a sale price of $1.77 each.

(4) Fred De Cicco has acquired a relevant interedtenfallowing Bega Cheese
Ordinary Shares — 5,250 under the Bega Cheese dtaspby issue on 15
August 2011 at an issue price of $2 each.

(5) Colin Griffin has acquired a relevant interest lire following Bega Cheese
Ordinary Shares — 120,000 under the Bega Cheespdttos by issue on 15
August 2011 at an issue price of $2 each.

(i) There is no agreement or arrangement made betwsedit@ctor of Tatura Milk
and another person in connection with or condifiemathe outcome of the Scheme
or Merger except as described elsewhere in thismsetbooklet.

() No director of Tatura Milk has any interest in argntract entered into by Bega
Cheese (or Tatura Milk or any other member of tegd8Cheese Group) except as
described below or elsewhere in this scheme baoklet

(1) Barry Irvin and Richard Parbery are Bega Cheeseyarmer Suppliers (or
they represent bodies corporate that are Bega €h&mmry Farmer
Suppliers). In the 2011 financial year, collectyvethey delivered
approximately 2.7% of all milk acquired by Bega €& The terms
(including pricing) on which they (or the body corpte they represent)
supply their milk, are exactly the same as for oBega Cheese Dairy Farmer
Suppliers in the region in which these directorsrafe their dairy farms.

(2) Each Dairy Farmer Supplier Director, or a body ocoape he represents,
supplies milk to Tatura Milk. Collectively this @amnts to approximately
2.3% of milk acquired by Tatura Milk. The term&idliuding pricing) on
which Dairy Farmer Supplier Directors (or the badieorporate they
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(k)

0

represent) provide their milk are exactly the samefor other Tatura Milk
Dairy Farmer Suppliers in the region in which thaifp Farmer Supplier
Directors operate their dairy farms.

(3) Each of Barry Irvin, Aidan Coleman and Colin Griffreceive remuneration
for their performance of executive duties for BeQheese, as detailed in
section 9.3(1)(2) below.

None of the directors of Tatura Milk has any maeinterests (whether as a
director, shareholder or creditor of Tatura Milkatherwise):

(1) inthe Scheme or otherwise in the Merger; or

(2) where the effect of the Scheme on those interests will be different from
the effect on the like interests of other persons;

other than as stated in this section 9 or elsewihdtgs scheme booklet.

Set out below is a summary of the additional mategpersonal interests of the
directors of Tatura Milk in transactions and otlaerangements with Tatura Milk
(or any other member of the Bega Cheese Group)hniie current or occurred
since 30 June 2011:

(1) Rick Cross is entitled to director fees for hisvesss as a director and deputy
chairman of the board of directors of Tatura Milk the annual rate of
$30,000 plus a 9% superannuation contribution awth ®ther Dairy Farmer
Supplier Director is entitled to director fees fus services as a director of
Tatura Milk at the annual rate of $20,000 plus a SUperannuation
contribution. In addition each Dairy Farmer SueplDirector is entitled to
remuneration for performing extra duties (such askig on the Merger) at
the daily rate of $625. To the date of this schémeklet, the Dairy Farmer
Supplier Directors have received or are entitled rézeive additional
remuneration of approximately $20,000 in the agatedor extra duties
relating to the Merger.

(2) Each Bega Cheese Nominee is also a director oprserecutive of Bega
Cheese and is entitled to the following remunerator his services as such:

(A) As executive chairman, Barry Irvin receives a setebsalary which is
adjusted down for any fees he may earn from his asl director with
related organisations and dairy industry entiti@srrently that annual
amount is $425,000 which includes an annual ingen@amount
(inclusive of superannuation) of $100,000, lessampunts received by
Barry Irvin in his position as a director of thedods of WCB, Tatura
Milk and the Gardiner Foundation (estimated cuiyetat be $135,000).

(B) Richard Parbery is entitled to director fees far $ervices as a director
of Bega Cheese at the annual rate of $70,000 §Eivdu of
superannuation).

(C) Under his service contract with Bega Cheese as @a®, 1 July 2011,
Aidan Coleman will receive a set base annual sal&fy700,000, an at
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(D)

risk short term incentive amount subject to thei@aament of agreed
outcomes of up to $300,000 and a long term incerdoheme linked to
the market price of Bega Cheese shares.

Under his service contract with Bega Cheese as GFdlin Griffin
receives a base annual salary and an at risk &rortincentive amount
subject to the achievement of agreed outcomes r@g@ddrom time to
time. In FY2011, Colin Griffin’s total remuneratiowas $420,689
(inclusive of superannuation).

(3) No Bega Cheese Nominee receives, separately, aegtah fees for his
services as a director of Tatura Milk other than:

(A)

(B)

Barry Irvin, who is paid a director's fee and chaan’'s allowance
totalling $40,000 per annum (plus a 9% superanonatbntribution) by
Tatura Milk for his role as chairman; and

Richard Parbery, who is paid a director’'s fee 00,880 per annum
(plus a 9% superannuation contribution) by Tatuibk kbr his role as a
director.

9.4 Directors of Bega Cheese and their interests

(@) The constitution of Bega Cheese requires thatest |¢ out of 8 directors must be
(or be the representative of a body corporate if)ad Bega Cheese Dairy Farmer
Supplier, and for 2 years following the Merger, Rtibose Bega Cheese Dairy
Farmer Supplier directors must be or representradlilk Dairy Farmer Suppliers.

(b) The directors of Bega Cheese holding office atdwe of this scheme booklet are:

Name

Status

Barry Irvin AM

Executive chairman who also is (srthe
representative of a body corporate that is) a
Bega Cheese Dairy Farmer Supplier

Max Roberts

Non-executive director who also isigor
the representative of a body corporate that
is) a Bega Cheese Dairy Farmer Supplier

Richard Parbery

Non-executive director who alg@iss
the representative of a body corporate that
is) a Bega Cheese Dairy Farmer Supplier

Tom D’Arcy

Non-executive director who also is (er i
the representative of a body corporate that
is) a Bega Cheese Dairy Farmer Supplier

Richard Platts

Non-executive director who alsmisig
the representative of a body corporate that
is) a Bega Cheese Dairy Farmer Supplier
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Name Status

Peter Margin Independent non-executive director

Joy Linton Independent non-executive director

(c) At the date of this scheme booklet, no directorBefja Cheese owns legally or
beneficially or otherwise has a relevant interestany marketable securities of
Tatura Milk.

(d) No director of Bega Cheese has acquired or dispoadelevant interest in Tatura
Milk marketable securities in the 4 month periodieth on the day immediately
before the date of this scheme booklet.

(e) At the date of this scheme booklet, the directdr8ega Cheese own legally or
beneficially or otherwise have a relevant intergstthe following marketable
securities of Bega Cheese:

This director... ...has a relevant interest in these Bm
Cheese marketable securities...

Barry Irvin AM 3,004,984 Bega Cheese Ordinary Skare
Richard Parbery 2,664,012 Bega Cheese OrdinaryeShar
Max Roberts 1,755,000 Bega Cheese Ordinary Shares
Tom D’Arcy 1,290,276 Bega Cheese Ordinary Shares
Richard Platts 3,616,586 Bega Cheese Ordinary Share
Peter Margin 2,500 Bega Cheese Ordinary Shares
Joy Linton 20,000 Bega Cheese Ordinary Shares

(N No director of Bega Cheese has acquired or dispokedrelevant interest in any
Bega Cheese marketable securities in the 4 montlodoended on the day
immediately before the date of this scheme boakteept as follows:

(1) Max Roberts has acquired a relevant interest infdthewing Bega Cheese
Ordinary Shares — 80,000 under the Bega Cheesedetas by issue on 15
August 2011 at an issue price of $2 each.

(2) Tom D’Arcy has acquired a relevant interest in tbkowing Bega Cheese
Ordinary Shares — 10,000 under the Bega Cheesgdetas by issue on 15
August 2011 at an issue price of $2 each.

(3) Richard Platts has acquired a relevant interesthenfollowing Bega Cheese
Ordinary Shares — 31,000 under the Bega Cheesgdetas by issue on 15
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August 2011 at an issue price of $2 each; 47,63purghase on ASX on 7
September 2011 at a sale price of $1.89.

(4) Peter Margin has acquired a relevant interest enfttiowing Bega Cheese
Ordinary Shares — 2,500 under the Bega Cheese dtaspby issue on 15
August 2011 at an issue price of $2 each.

(5) Joy Linton has acquired a relevant interest in ftilowing Bega Cheese
Ordinary Shares — 20,000 under the Bega Cheesgdetas by issue on 15
August 2011 at an issue price of $2 each.

(@) There is no agreement or arrangement made betwsedi@ctor of Bega Cheese
and another person in connection with or condifiemathe outcome of the Scheme
or Merger except as described elsewhere in thismsetbooklet.

(h) No director of Bega Cheese has any interest incanyract entered into by Tatura
Milk (or any other member of the Bega Cheese Graxgkept as described in this
section 9 or elsewhere in this scheme booklet.

(i) None of the directors of Bega Cheese has any rahieterests:
(1) inthe Scheme or otherwise in the Merger; or

(2) where the effect of the Scheme on those interests will be different from
the effect on the like interests of other persons;

other than as stated in this section 9 or elsewihdtgas scheme booklet.

() Set out below is a summary of the additional matgpersonal interests of the
directors of Bega Cheese in transactions and @tftrangements with Tatura Milk
(or any other member of the Bega Cheese Group)hwdiie current or occurred
since 30 June 2011:

(1) Each non-executive director is entitled to diredamws for his or her services
as a director of Bega Cheese at the annual rat®70f000 (inclusive of
superannuation).

(k) Other than as set out below or elsewhere in thisrse booklet, no director of Bega
Cheese has had any interest in the last 2 yeaitseifiormation or promotion of
Bega Cheese, or in property acquired or proposée tacquired by Bega Cheese in
connection with its formation or promotion or thifeo of Bega Cheese Ordinary
Shares under the Merger or in the offer itself, aodamount has been paid or
agreed to be paid and no benefit has been giveagmred to be given to any
director to induce the director to become, or t@lify as, a director of Bega
Cheese, or for services provided by the directaoimnection with the formation or
promotion of Bega Cheese or the offer of Bega Gh&xslinary Shares under the
Merger:

(1) Directors’ fees payable to the non-executive doectof Bega Cheese on
commercial market terms. In the last 2 financiehng these have totalled
$362,315.
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(2) Executive salary and other remuneration payableB#éory Irvin as an
executive director of Bega Cheese as describeeliios 9.3.

9.5 Retirement benefits

9.6

As a result of or in connection with the Schemeawy other aspect of the Merger, no
payment or other benefit has been, or is propasée tmade or given:

(@)

(b)

(€)

to any director, secretary or executive officerTatura Milk as compensation for
loss of, or as consideration for or in connectiathvhis or her retirement from,
office in Tatura Milk or another member of the Béfjaeese Group;

to any director, secretary or executive officeraomember of the Bega Cheese
Group other than Tatura Milk as compensation fer Ities of, or as consideration
for or in connection with his or her retirementrfrpoffice in that entity or in Tatura
Milk; or

to any person in connection with the retirementaoperson from a board or
managerial office in Tatura Milk or a related bamtyporate.

Bega Cheese’s interests in Tatura Milk

(@)

(b)

(€)

(d)

(€)

(f)

At the date of this scheme booklet, Bega Cheese daelevant interest in
28,413,511 Tatura Milk Ordinary Shares, and hadet@vant interest in any Tatura
Milk RP Shares.

At the date of this scheme booklet, Bega Cheessiag power in Tatura Milk was
70.29%.

Neither Bega Cheese nor an associate of Bega Chassprovided, or agreed to
provide, consideration for any Tatura Milk markdéabecurities under a purchase
or agreement during the 4 month period ended ord#yeimmediately before the

date of this scheme booklet.

Neither Bega Cheese nor an associate of Bega Chassequired or disposed of a
relevant interest in Tatura Milk marketable sedesitin the 4 month period ended
on the day immediately before the date of this s@hbooklet.

During the period of 4 months ended on the day idiately before the date of this

scheme booklet, neither Bega Cheese nor an assafiddega Cheese gave, or
offered to give or agreed to give a benefit to haotperson which was likely to

induce the other person, or an associate of ther pirson, to:

(1) vote in favour of the Scheme; or
(2) dispose of Tatura Milk RP Shares;

and which is not offered or provided to all Tatildk RP Shareholders under the
Scheme.

Neither Bega Cheese nor an associate of Bega CHeesesntered into any
escalation agreement that would be prohibited loyice 622 of the Corporations
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Act if Bega Cheese had offered to acquire all ef Thtura Milk RP Shares pursuant
to takeover bid for those securities made or pregcost the date of this scheme
booklet.

9.7 Voting intentions of Bega Cheese

9.8

(@)
(b)

Bega Cheese currently holds all of the Tatura Mitdinary Shares.

Bega Cheese is obligated under the terms of thgé&démplementation Agreement
to, and intends to, vote all of its Tatura Milk @rary Shares in favour of the
special resolution to modify the constitution oftdia Milk to remove the 5% limit
on the ownership of Tatura Milk RP Shares to alB®ga Cheese to acquire 100%
of them under the Scheme as proposed, and to ntlakeannsequential changes.

Merger Implementation Agreement

(@)

On 4 October 2011, Tatura Milk and Bega Cheeseremtéento the Merger
Implementation Agreement. The Merger Implementa#greement sets out the
process for Tatura Milk and Bega Cheese preparargahd implementing the
Merger and proposing the Merger to the Tatura NRRR Shareholders. Relevant
extant provisions of the Merger Implementation Agnent are summarised below.

Pre-conditions to the Merger

(b)

(€)

Implementation of the Merger is subject to thesfatition or waiver of a number of
pre-conditions. These include:

(1) all necessary regulatory approvals being obtained;
(2) the Scheme being approved by the Tatura Milk RRebinéders;
(3) the special resolution to modify the constitutidimatura Milk being passed,;

(4) there being no temporary restraining order, prelarny or permanent
injunction or other order or decision by any caafrtompetent jurisdiction or
any regulatory authority which prevents the Mer§@m proceeding and
there being no other legal restraint or prohibitigreventing the
consummation of any aspect of the Merger on thddmentation Date;

(5) no material adverse change event occurring on fardé¢he Implementation
Date;

(6) no prescribed occurrence occurring on or beforeltmglementation Date;
and

(7) the representations and warranties given by a parnger the Merger
Implementation Agreement being true and corredclimaterial respects up
to the Implementation Date.

A material adverse change event will occur if:

(1) any one or more events or circumstances happerchwidividually, or when
aggregated, will result in, or be reasonably likedyresult in, the earnings
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(d)

(2)

)

before interest, tax, depreciation and amortisaitBI TDA ) of Bega Cheese
or Tatura Milk for the financial year ended on 3aind 2010 or any later
financial year being $10 million or more less tliha EBITDA of that entity

disclosed (or based on the results disclosed)siramnual audited financial
statements for the financial year ended 30 Jun® Ritiged with ASIC,;

the arithmetic average of the daily volume weightwerage price at which
Bega Cheese Ordinary Shares are sold in the oydowrse of trading on
ASX over any 5 consecutive trading days falls bekiwb5; or

a change in law (including a change to a regulagpgroval held by Bega
Cheese or Tatura Milk) occurs which prohibits ortenally restricts the
Merger.

A prescribed occurrence will occur if:

(1)

(2)

)

(4)

(5)

(6)
(7)

a party converts all or any of its securities iattarger or smaller number of
securities;

a party resolves to reduce its capital in any wayeglassifies, combines,
splits or redeems or repurchases directly or ictliyeny of its securities;

a party enters into a buy-back agreement or resdtvapprove the terms of a
buy-back agreement under the Corporations Act;

a party declares or pays a dividend or makes ahgrdistribution to its
shareholders;

a party issues securities or other instruments enithe into securities, or
grants an option over its securities, or agreemnake such an issue or grant
such an option;

a party makes any change or amendment to its taiisti; or

an insolvency event occurs in relation to a party;

unless required or permitted to be done or procimedhe party pursuant to the
Merger Implementation Agreement or the Scheme prayed by the other party.

For instance, the issue and redemption of Tatula RIP Shares that is approved
by the board of directors of Tatura Milk, the issafeBega Cheese securities to
employees of Tatura Milk or any other member of Begga Cheese Group and the
declaration of a dividend by Bega Cheese aftera@iudry 2012 in respect of the
financial performance of Bega Cheese for the 6 hmoending 31 December 2011
are permitted under the Merger Implementation Aged.

Current status of pre-conditions

(e) At the date of this scheme booklet, the statusasheof the pre-conditions is as
follows:
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(1) ASIC/ASX approvals —

(A) before the Court hearing at which an order to coavihe Scheme
meeting was sought, ASIC issued a letter statiag ithdid not propose
to make submissions to the Court, or to interveneppose the Scheme,
at that hearing; as noted on page 1 of this schamo&let, ASIC has
registered this scheme booklet; before the Couatihg for approval of
the Scheme, Tatura Milk will request a letter fré8IC stating that
ASIC has no objection to the Scheme;

(B) Bega Cheese is making arrangements to apply to #®E¥uotation of
the Bega Cheese Ordinary Shares to be issued toraTdilk RP
Shareholders under the Scheme and Bega Cheest asvae of any
reason why ASX will not approve the quotation ajgl shares;

(2) obtaining all other regulatory approvals — nonespuired;

(3) obtaining shareholder approval of the Scheme andifioation of article 4(2)
— this condition cannot be satisfied until the gaheneeting and Scheme
meeting are held;

(4) there being no restraining order, material advecbange, prescribed
occurrence or breach of warranty — neither Tatuitk KMor Bega Cheese is
aware that any such event or circumstance has reccur relation to it, the
occurrence of which has not been waived.

Superior proposal

(H  Nothing in the Merger Implementation Agreement nets Tatura Milk or your
Dairy Farmer Supplier Directors from responding@taindertaking another act with
respect to a proposed bona fide takeover bid, seheyh arrangement,
amalgamation, merger or other business combinatvwiving any member of the
Tatura Milk Group and any other person in circumesés where the Dairy Farmer
Supplier Directors have determined in good faitt acting reasonably that:

(1) the proposal, if recommended by the directors dtiftaMilk and completed
substantially as proposed, would result in a trethwa materially more
favourable to Tatura Milk and its shareholders ashale than the Merger,
after receiving written advice from Tatura Milk’'mé&ncial adviser in relation
to the matter; and

(2) failing to respond in any way to the proposal wobkl likely to cause the
Dairy Farmer Supplier Directors (or the directofsTatura Milk) to breach
their fiduciary or other legal duties, after receg/written advice from Tatura
Milk’s external lawyers in relation to the matter;

and Tatura Milk notifies Bega Cheese of this deteation in writing (including
providing to Bega Cheese the advice from Taturak®lifinancial adviser and
external lawyers).
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9.9

Termination

() The Merger Implementation Agreement will terminatethe Scheme is not
approved by the Tatura Milk RP Shareholders atStleeme meeting or the special
resolution to modify the constitution of Tatura Miis not passed at the general
meeting, and may be terminated by a party if atmgopre-condition to the Merger
is not satisfied or waived or resolved by the jgarin accordance with the Merger
Implementation Agreement.

(h) A party may also terminate the Merger Implementadgreement in a number of
other circumstances, including:

(1) if the Scheme is not approved by the Court on doree29 February 2012 or
such other date as Bega Cheese and Tatura Millkagrag;

(2) due to the material default of the other party; or

(3) where the Dairy Farmer Supplier Directors deterntiva¢ another proposal is
superior to the Merger in the circumstances nobeve.

() Bega Cheese may also terminate the Merger ImpletientAgreement if a Dairy
Farmer Supplier Director withdraws his recommerwatthat Tatura Milk RP
Shareholders vote in favour of the Scheme or makesblic statement indicating
that he no longer supports the Scheme.

Interests and fees of certain people involved in thMerger

Other than as set out below or elsewhere in thisrse booklet, no person named in this
scheme booklet as performing a function in a psiéesl, advisory or other capacity in
connection with the preparation or distributiortltod scheme booklet has had any interest
in the last 2 years in the formation or promotidriBega Cheese, or in property acquired
or proposed to be acquired by Bega Cheese in cbanewith its formation or promotion

or the offer of Bega Cheese Ordinary Shares urideiMerger or in the offer itself, and
no amount has been paid or agreed to be paid abeémefit has been given or agreed to
be given for services provided by any such persooonnection with the formation or
promotion of Bega Cheese or the offer of Bega Ghe@slinary Shares under the
Merger:

(@) Value Adviser Associates Pty Ltd has preparedridependent expert report set out
in this scheme booklet starting on page 105 andredkive fees at the firm’s usual
rates for this work, which will be approximately @00 plus GST in total. No
statement in this scheme booklet is made by Valdds&r Associates Pty Ltd or is
based on a statement made by Value Adviser Asgsciaty Ltd, except for the
independent expert report, or a reference to teport or a conclusion or other
information contained in that report.

(b) MB+M Business Solutions has prepared the taxatpont set out in this scheme
booklet starting on page 178 and will receive faethe firm’s usual rates for this
work, which will be $1,850 plus GST in total. NMtatement in this scheme booklet
is made by MB+M Business Solutions or is based statement made by MB+M
Business Solutions, except for the taxation reporg reference to that report or a
conclusion or other information contained in tregiart.
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(€)

(d)

Lawler Corporate Finance Pty Ltd has acted as catp@dviser for Tatura Milk in
connection with the Merger and will receive feesha firm’s usual rates for this
work. In connection with the preparation of theheme booklet, these fees will be
approximately $13,000 plus GST. No statement i;m $hheme booklet is made by
Lawler Corporate Finance Pty Ltd or is based orntatesient made by Lawler
Corporate Finance Pty Ltd.

Norton Gledhill has acted as lawyers for Taturakiil connection with the Merger
and will receive fees at the firm’s usual ratestfos work. In connection with the
preparation of this scheme booklet, these feesheilapproximately $85,000 plus
GST. No statement in this scheme booklet is madedrton Gledhill or is based
on a statement made by Norton Gledhill.

9.10 Consents

(@)

(b)

(€)

Every director of Tatura Milk and Bega Cheese hassented to the lodgement of
this scheme booklet with ASIC, and its despatd¢oshareholders of Tatura Milk.

Value Adviser Associates Pty Ltd has consentetieartdependent expert report set
out in the scheme booklet starting on page 105gbéicluded in this scheme
booklet in the form and context in which it is inaded, and has not withdrawn its
consent before lodgement of this booklet with ASIC.

MB+M Business Solutions has consented to the tamateport set out in the
scheme booklet starting on page 178 being includddis scheme booklet in the
form and context in which it is included, and has$ withdrawn its consent before
lodgement of this booklet with ASIC.
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10. Glossary

In this scheme booklet, unless the context otherwgsjuires, the following definitions

apply:
ASIC

ASX

ASX Listing Rules

Bega Cheese

Bega Cheese Dairy

Farmer Supplier

Bega Cheese
Employee Right

Bega Cheese Group

Bega Cheese
Nominee

Bega Cheese
Ordinary Share

Bega Cheese
Prospectus

Business Day

Corporations Act

Court or Supreme
Court

Dairy Farmer
Supplier or Tatura
Milk Dairy Farmer
Supplier

Australian Securities and Investments Commission

ASX Limited or the Australian Securities Exchangperated
by ASX Limited, as the context requires

Listing rules of ASX
Bega Cheese Limited ABN 81 008 358 503

A person who conducts a dairy farming businesssaipglies
milk to Bega Cheese or any of its related bodiepaate
(which includes Tatura Milk)

A right granted to a senior executive of the Bega&se
Group to acquire a Bega Cheese Ordinary Shareofor n
monetary payment under an employee share planlisbdb
by the board of directors of Bega Cheese called the
‘Incremental Plan’

Bega Cheese and its subsidiaries (which includasd iilk)

A director of Tatura Milk appointed by Bega Cheese

An ordinary share in Bega Cheese which is, or snaswill
be, fully paid or credited as fully paid

The prospectus dated 18 July 2011 issued by Begaseffor
its initial public offering of Bega Cheese Ordin&@kares
preparatory to its listing on ASX

A day which is not a Saturday, Sunday, bank holilagublic
holiday in Melbourne or Sydney

Corporations Act 2001 (Cth)

Supreme Court of Victoria

A person who conducts a dairy farming businesssaipglies
milk to Tatura Milk (or whom the directors are ségd will

do so or deem to be a supplier). After the Mergequalify as
a Tatura Milk Dairy Farmer Supplier for the purposé Bega
Cheese’s constitution, the supply of milk must bkected
from the person’s farm and delivered directly tdufa Milk’s
milk processing facility at Tatura, Victoria
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Dairy Farmer
Supplier Director

Effective Date

FY
Implementation
Date

Industrial Supplier

IPO

Merged Group

Merger

Merger
Implementation
Agreement

Scheme

Scheme of
Arrangement Deed

Supplier
Tatura Milk
Tatura Milk Group

Tatura Milk
Ordinary Share

A director of Tatura Milk who is a Dairy Farmer Slier

The date an office copy of the Court order apprg\vire
Scheme under section 411(4)(b) of the Corporatiariss
lodged with ASIC or such other effective date & 8cheme
and Merger as Tatura Milk and Bega Cheese may, thwith
consent of the Court, agree

12 months ended or ending 30 June of any yeark&2010
is the 12 months ended 30 June 2010)

The 4" Business Day after the Effective Date

A person who trades in milk or other dairy commiegiiand
supplies significant quantities to Tatura Milk, amdo is not a
Dairy Farmer Supplier

The initial public offer of Bega Cheese Ordinaryas which
resulted in Bega Cheese being admitted to theialffist of
the ASX on 16 August 2011

The Bega Cheese Group following implementatiorhef t
Scheme

Merger between Tatura Milk and Bega Cheese wheFalyra
Milk RP Shareholders become shareholders of Bega$ih
and Tatura Milk becomes a wholly-owned subsididrBega
Cheese in accordance with the Scheme as set the in
Scheme of Arrangement Deed, as proposed or effected

Merger implementation agreement dated 4 Octobet 201
between Tatura Milk and Bega Cheese, as amended

Scheme of arrangement between Tatura Milk and éterd
Milk RP Shareholders under part 5.1 of the CorponatAct
the terms of which are embodied in the Scheme of
Arrangement Deed, as proposed or effected

Scheme of arrangement deed dated 9 November 2@dgdre
Tatura Milk and Bega Cheese

Dairy Farmer Supplier or Industrial Supplier
Tatura Milk Industries Limited ABN 66 006 603 970
Tatura Milk and its dormant controlled entity

An ordinary share in Tatura Milk
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Tatura Milk RP
Share

Tatura Milk RP
Shareholder

WCB

you

An A class redeemable preference share in Tatulla Mi

A person who is the registered holder of TaturakNRP
Shares other than Bega Cheese or a subsidiarygaf Bbeese

Warrnambool Cheese and Butter Factory Company Hgddi
Limited ACN 071 945 232

The reader of this document, if you are a Taturkk RP
Shareholder
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11. Statements by directors
11.1 Statement by directors of Tatura Milk

This scheme booklet has been approved by eachtatiretc Tatura Milk for despatch to
the shareholders of Tatura Milk.

The information in this scheme booklet has beempamed by Tatura Milk partly from
information provided by Bega Cheese. Tatura Mids lassumed for the purpose of
preparing this scheme booklet that the informatioeections 3.3 to 3.5, 3.7 to 3.9, 4, 6,
8, 9.2, 9.4, 9.5(b), 9.6, 9.7 and 11.2, in statamatiributed or relating to Bega Cheese or
its directors and other information provided to urat Milk by Bega CheeseBéga
Cheese Statemenjss correct.

The information concerning Tatura Milk containedtlims scheme booklet other than the

independent expert report, the taxation report dnedBega Cheese Statements, is the
responsibility of Tatura Milk. None of Tatura Mjlkts officers and employees and

persons engaged by Tatura Milk in the preparatibthis scheme booklet takes any

responsibility for anything in the Bega Cheese eteents or anything else prepared or
distributed by Bega Cheese, except to the exteuitned by law.

There is no information material to the making ofiecision in relation to the Merger
(including a decision by a Tatura Milk RP Shareleoldvhether or not to agree to the
Scheme), being information that is within the knedge of any director of Tatura Milk or
of its dormant subsidiary and that has not prewolbisen disclosed to the Tatura Milk RP
Shareholders, other than the information set othisischeme booklet.

11.2 Statement by directors of Bega Cheese

Each director of Bega Cheese agrees with the Bégase Statements, and has approved
their despatch to the shareholders of Tatura Milk@ntained in this scheme booklet.

The Bega Cheese Statements are the responsibiliBega Cheese. None of Bega
Cheese, its officers and employees and personsgedghy Bega Cheese in the
preparation of the Bega Cheese Statements takesegpgnsibility for any other part of
this scheme booklet or anything else preparedstrilbuted by Tatura Milk, except to the
extent required by law.

There is no information material to the making oflecision in relation to the Merger

(including a decision by a Tatura Milk RP Sharelolévhether or not to agree to the
Scheme), being information that is within the knesge of any director of Bega Cheese
or of any wholly-owned subsidiary of Bega Cheesd #rat has not previously been

disclosed to the Tatura Milk RP Shareholders, othan the information set out in this

scheme booklet.
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Independent expert report

WZAN ValueAdviserAssociates

G-Vea‘an?, Gﬁf'fm Vim?

amt/&z?mmumic:a im7 valune

Tatura Milk Industries Lid

Independent Expert Report in relation to proposed scheme
of arrangement

2 November 2011

Value Adviser Associates Pty Ltd

Melbourne Brisbane Adeloide

Level 2 Level 20, AMP Flace Level 2

65 Southbank Boulevard 10 Eogle Street 9 Frome Street
Southbank VIC 3006 Brisbane GILD 4000 Adeiaide 5A 5000
tel 413 94264300 fel 617 3221 4857 fel 418 8117 4035
fa 413 9626 4301 fax 617 3221 8152 fax 418 8111 4098

www.vaassociates.com.au
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WZAN Value/

Melbourne Brisbane Adelaide

Level 2 Level 20, AMF Flace Level 2

45 Southbank Boulevard 10 Eagle Street 99 Frome Street
Southbank VIC 3006 Brisbane GLD 4000 Adelaide 5A 5000
tel &1 3 9426 4300 tel 41 7 3221 4857 tel 618 8111 4035
fax 613 9626 4301 foc &1 7 3221 6152 fox &1 8 8117 4098

www.vaassociates.com.au
ABN 54 131 852 607

2 November 2011

The Independent Directors
Tatura Milk Indusiries Lid
236 Hogan Sireet

Tatura

VIC 3616

Dear Sirs
Independent Expert Report in relation to proposed scheme of arrangement
Infroduction and purpose of the report

On 4 October 2011, Bega Cheese Ltd. [“Bega”] announced a Merger Implementation
Agreement with Tatura Milk Industries Ltd [“Tatura”] had been signed. The proposed
acquisition ["Proposal”] is o be affected by way of a Scheme of Amangement
[“Scheme™]. Bega propose to acquire 12,009,508 Redeemable Preference Shares in
Tatura by issuing two Bega shares for each Redeemable Preference Share.

The proposed acquisition is subject to a number of conditions precedent as set out in the
Scheme Booklet.

Clause 8303 of Schedule 8 of the Corporations Regulations (2001) sets out the requirement
for an Independent Expert Report in relation to a scheme of arangement when a party to
that scheme has a prescribed shareholding in the company subject to the scheme.

The Corporations Regulations require that the directors of Tatura provide Redeemable
Freference shareholders with an Independent Expert Report which assesses whether the
proposal is, in all respects, in the best interests of the Redeemable Preference
shareholders.

Value Adviser Associates has been appointed by the independent directors of Tatura to
provide this expert report.

Assessment framework

Value Adviser Associates believe that the Proposal should be evaluated within the
framework as set out below:

1. Is the offer price fair?

2. Wil Tatura Redeemable Preference shareholders be better off after the
fransaction?

3. s the proposed fransaction the best alternative?
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4. Is it reasonable for Tatura Redeemable Preference shareholders to approve the
Terms proposed by Bega®?

If the Proposal satisfies the above framework, it will, in Value Adviser Associates opinion be
fair and reasonable and be in the best interests of Tatura Redeemable Preference
shareholders o accept the Proposal.

Summary of opinion

In the opinion of Value Adviser Associates, the Proposal is in the best interests of the
Redeemable Preference sharehcolders, because:

1. the Proposal price is fair;

2. the Redeemable Preference shareholders are likely o be better off if the Proposal
is accepted;

3. the Proposalis the best available alternative; and
4. the terms are reasonable and capable of satisfaction.

We set out a summary of each point below.

1. Is the offer price fair?
Assessed value

Value Adviser Asscciates has concluded that the value of Tatura is in the range of $3.05 to
$3.78 per share.

Qur valuation range represents the underlying value of Tatura on a controlling basis. That
is, our valugfion range fakes info account our assessment of the value to Bega of
increasing ownership from 70% to 100% if the Proposal proceeds.

Proposal price

Bega has offered two newly issued shares in Bega for each Redeemable Preference Share
held by Tatura shareholders.

The Bega offer of 2 shares for each Tatura Redeemable Preference Share is estimated to
be in the range $3.40 to $3.58 per share based on a volume weighted average price
[“VWAP"] of Bega's shares over two periods. The $3.40 is based on trades after the
announcement of the Merger Implementation on the 4 October 2011 to 21 October
2011. Value Adviser Associates is of the view that this is the best estimate, as af the time of
the report, of the share price expected to prevail upon implementation of the Proposal.
The upper bound was based on the period 26 August 2011 through to end of 21 October
2011 and incorporates all trading since listing except the first 5 days. The first 5 day were
excluded because trading in the inifial stages of an IPO is typically ‘neisy’ and not
necessarily representative of subsequent frades.

The WWAP of Bega's share price of $1.70 and $1.79 means the proposal price is in the
range $3.40 to $3.58 per Redeemable Preference share there being 2 shares offered for
each Redeemable Preference Share. This is within our valuation range of $3.05 to $3.78
per Redeemable Preference Share and therefore we are of the view that the proposal is
fair and reasonable and in the best interesis of Tatura Redeemable Preference
shareholders.
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Control premium offered relative to the Tatura valuation

The management of both Bega and Tatura advise that Tatura has benefitted from
improved performance in recent years and that under 100% ownership there is minimal
scope for synergies or operational improvements. This is an assessment based on Tatura as
it stands today. The improvements have included:

1. Lower purchasing costs for inputs;

2. Milk logistics optimisation reducing transportation costs;
3. Quality and environmental improvements;

4. Revenue synergies; and

5. Changesin management and governance.

In addition, we note that the corporate overhead cost structure of Tatura is relatively lean
and that there are not significant opportunities for further cost reductions. This is likely to
be the case regardless of the bidder.

Consequently, Value Adviser Associates' opinion is that the control premium in the range
of 10% to 20% is reasonable under these circumstances, most likely at the lower end of this
range. Value Adviser Associates has considered the premium on a stand-alone basis and
used evidence of premiums paid for listed companies by listed companies in acquisitions
of this nature as a cross check and is of the view that it falls in the range of such premiums.

Taxation

The taxation implications for shareholders are outlined in Section 2.5 of this report and in
the Scheme Booklet. Redeemable Preference shareholders who accept the Proposal will
receive Bega script and may be able fo obtain scrip for scrip capital gains tax rollover
relief.

Shareholders should seek advice as to what their net proceeds are likely to be following
any tax obligations associated with the sale.

2. The Redeemable Preference shareholders are likely to be better off if the
Proposal is accepted

Net benefits
In Value Adviser Associates opinion, Tatura shareholders will be better off if the Proposal
proceeds, because the benefits outweigh the disadvantages.

In Value Adviser Associates opinion, the key benefits include:

1. Receiving an offer price which is within our assessed value range, which includes a
premium for control;

2. Accessing liquidity in Bega shares not currenily available because Tatura as an
unlisted company, thereby enabling realisation of invested wealth;

3. Separating milk supply and personal wealth investment decisions i.e. the Dairy
Farmer Suppliers do not have to invest in Tafura as the purchaser of their mik o
enable them to supply milk to Tatura;
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The Tatura business, through Bega and Bega being listed, having improved access
to sustaining and growth capital resulting from accessing a broader sef of equity
investors other than just milk suppliers;

Access to dividends and franking credits from the broader Bega Group’ earnings;

The potential for risk mitigation arising from the combined eniity operating and
marketing to a wider range of customers and geographic regions; and

A low likelihood of Redeemable Preference shareholders being affected by the
change in share ownership on a day-to-day basis - Bega has stated that it does not
intend to effect any change fo Tatura’s day-to-day operations.
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In Value Adviser Associates opinicn, the key disadvantages include:

1. A number of rights will be given up by ceasing to be shareholders of Tatura and
becoming shareholders of Begaq;

a. The right to attend, speak and vote at general meeting of Tatura and thereby
have a say in the appointment of Dairy Farmer Supplier Directors and other
governance arangements concerning Tafura Milk;

b. The right to dividends from Tatura either according to the number of Tatura
shares or the quantity of milk supplied;

c. Theright to have the Redeemable Preference shares redeemed; and

d. The right for Dairy Farmer Suppliers to subscribe to additional Redeemable
Preference shares under the subscription scheme based on their milk supplies;

2. Exposure to the performance of Bega's operations which may prove
disadvantageous compared with Tatura on a stand-alone basis over the longer
ferm;

3. Exposure to volatility in the market price of Bega's shares especially given the short
frading history since the Initial Public Offering [*IPQ’]. It is possible that the share
price could move adversely befare final implementation and the opportunity to sell
occurs. However it may alse move favourably; and

4. There may be changes fo day-to-day operations in the future, notwithstanding the
expectation and express intention by Bega that this will not be the case.

3. Is the proposed transaction the best alternative?

While acceptance of the Bega offer will result in Redeemable Preference shareholders
forgoing any potential higher offer, Value Adviser Associates notes that the Directors have
stated that there are currently no superior offers available to shareholders. It is unlikely that
an alternative offer will arise since Bega already owns 70% of voting rights in Tatura and the
intention fo acquire the remaining 30% was ouilined in the IPO Prospectus dated 18 July
2011 giving ample opportunity for alternative bids to emerge.

In summary, the proposed transaction is the best alternative for the following reasons:

1. There are no alternative and superior offers (or options) available. The Directors do
not believe a superior offer is likely to be forthcoming;

2. Continuing with the present business with Bega as 70% owner does not provide
liquidity nor access to the control premium in the Proposal;

3. Listing, asset sale or winding up are considered unlikely alfernatives with Bega
currenily owing 70% of the voting rights.

4. Is it reasonable for Tatura shareholders to approve the terms proposed
by Bega?

There are a number of conditions precent fo approval of the offer. These are outlined in
the Scheme Booklet and Merger Implementation Agreement. Of particular importance is
approval of changes to the Tatura constitution to enable the Scheme to be implemented.
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Redeemable Preference shareholder acceptance

The Scheme of Arangement (which is subject fo Regulatory Approvals and condifions
precedent! being satisfied or waived) thal encompasses the Proposal requires the
following majority acceptances:

1. Approval by a majority (i.e. greater than 50%) in number of the Scheme
Shareholders present and voting; and

2. Accepiing Scheme Shareholders (being Redeemable Preference shareholders))
must cast at least 75% of the total number of voies cast.

If the Scheme receives the above approval levels, al Redeemable Preference
shareholders will have to sell 100% of their shares even if they do not vote in favour of the
Scheme.

If the Scheme is not approved by the majority (as defined above) then the Bega offer will
lapse.

Conclusion

The Proposal is a share exchange offer with no deferred payment terms. Bega shares will
be issued on the Implementation Date of the Scheme.

The Bega terms and infentions do not imply a significant departure from the current Tatura
operations.

The proposed changes to the Tatura Constifution largely reflect the requirements to give
effect to the Bega offer and provide for the infention for reasonable representation of
Redeemable Preference shareholders at the Bega Board level.

Bega's conditions precedent are not unreasonable and are largely dependent upon
constitutional, regulatory and legal approvals.

In summary, in Value Adviser Associates opinion, the ferms proposed by Bega are
reasonable.

Other matters

This report constitutes general financial product advice only and has been prepared
without taking info consideration the individual circumstances of the shareholders of
Tatura. The decision to accept or reject the Proposal is a matter for individual
shareholders. Shareholders of Tatura should consider the advice in the context of their
own circumstances and preferences. Shareholders of Tatura who are in doubt as to the
action they should take in relation to the Proposal should consult their own professional
adviser.

Value Adviser Associates has prepared a Financial Services Guide in accordance with the
Corporations Act, 2001. The Financial Services Guide is included as Appendix 7 to this
report.

1 Refer to Scheme Booklet for Regulatory Approvals and Conditions Precedent
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Our opinion is made as at the date of this letter and reflects circumstances and conditions
as at that date. This letter must be read in conjunction with the full report.

Yours faithfully

Value Adviser Associates

-

Dr Steven Bishop Michael Mileo
Executive Director Senior Corparate Adviser
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ASIC Australian Securities and Investments Commission

ASX Australian Stock Exchange

Bloomberg A financial information service provider

CommsSec Commonwealth Securities Limited

Company Tatura

CY Calendar Year

o e e o i e b oo b
supplier)

EBIT Earnings Before Interest and Tax

ERITDA i?;rgsgé ”cEjﬁfore Interest, Tax, Depreciation and

EV Enterprise Value

FAPRI Food and Agricultural Policy Research Institute

FY Financial Year

IPO Initial Public Offering, Bega Cheese Lid issued a
Prospectus dated 18 July 2011 in support of its recent
IFC. It signalled the intenfion fo acquire the
remaining 30% of Tatura in this document

Merger An agreement reached between Bega Cheese Lid

Implementation and Tatura Milk Industries on 4t October 2011

Agreement

MPC Milk Protein Concentrate

NFDM Non Fat Dairy Milk

RPS Redeemable Preference Shares

scheme Scheme of Amangement

SMP Skim Milk Powder

Tatura Tatura Group Limited

VAA Value Adviser Associates Pty Lid
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: 8 Outline of the Bega offer

Cn 4th October 2011 Bega announced fo the ASX that a Merger Implementation
Agreement with Tatura had been signed. This followed a prior announcement of ifs
infention to acquire the shares in Tatura that it did not already own. The intention to
acquire was included in the Prospectus dated 18 July 2011.

The proposed acquisition is to be effected by way of a Scheme of Amrangement
[“Scheme™]. Pursuant to the Scheme, Bega would acquire 12,009,508 Redeemable
Preference shares in Tatura by issuing two Bega shares for each Tatura Redeemable
Preference Share.

Under the Merger Implementation Agreement, Tatura agreed fo propose the Scheme fo
Tatura Redeemable Preference Shareholders and Tatura and Bega agreed 1o fake all
steps reasonably necessary fo implement the Scheme.

Upon implementation, two Tatura Directors will join the Bega Board.

The Scheme is subject to a number of procedural steps and approvals which are set out
below:

1. Approval by Tatura Redeemable Preference shareholders of the Scheme at a
Court-ordered Meeting;

2. Consents or approval of ASIC and ASX and other regulatory authorifies being met;

3. Court approval - The Court approves the Scheme in accordance with section
411(4)(b) of the Corporations Act;

4. No Material Adverse Change occurs before the implementation date;

5. No Bega or Tatura Prescribed Occurence before the implementation date
(Prescribed Qccunence is defined in the Merger Implementation Agreement);

4. Modification of the Constitution fo remove the resiriction of the limit of 5%
ownership of the Redeemable Preference shares and the restriction of ownership
1o Suppliers;

7. The representations and warranties of Bega and Tatura are frue and correct; and

8. No temporary resiraining order, preliminary or permanent injunction or other order
issued by any court of competent jurisdiction or Government Agency or other
material legal restraint or prohibition preventing the Transaction is in effect.

Value Adviser Associates has been provided with the following documents that set out the
Bega offer to Tatura Redeemable Preference shareholders:

1. Merger Implementation Agreement dated 4 October 2011;
2. Working draft Scheme Booklet setting cut the detaqils of the Bega offer.

The key elements of the Proposal as outlined in Scheme document are as follows:
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Price and structure

Bega will issue two Bega shares for each of the 12,009,508 Redeemable Preference
shares not held by Bega. Bega holds all the 28,413,511 ordinary shares in Tatura
and does not hold any Redeemable Preference Shares. The new Bega shares will
rank equally with existing Bega shares and be entitled to any dividend where the
record date for deferminafion of enfitlements to the dividend occurs after the
implementation date;

No cash is offered for the Redeemable Preference shares;

Bega's shareholding in Tatura will increase from 70% to 100% following the
Acquisition; and

The Acquisition will be consummated through a scheme of arrangement.

Operational Intentions
Milk Pricing

Bega recognises that the Tatura business requires a substantial and reliable supply
of milk and, accordingly, is committed to maintaining a base of dairy farmer milk
suppliers to Tatura in Northern Victoria. Bega recognises that, in order to ensure this
milk supply base remains in place following the Merger, Tatura will have to continue
fo pay a leading manufacturers price for milk supplied fo it by dairy farmers in
Northern Victoria.

Tatura Business
Following the Merger, Bega intends to continue key business operations of Tatura
from the company’s facilities at Tatura, Victoria. Bega also intends to support and

foster the success of the Tatura business and the use of the Tatura brand in that
business.

Sale Facility for Bega Shares
Bega will use its best endeavours to establish an arangement with a stock broker

fo enable Scheme Shareholders to sell any Bega shares issued to them under the
Scheme within a period of 3 months after the Implementation Date.

What would change if the Bega offer is accepted?

This section summarises the key areas that would change if the Bega offer was accepted:

s+ Bega wil own 100% of all shares in Taturq;

+ Tatura Redeemable Preference Shareholders will own 2 shares in Bega for
every 1 Redeemable Preference Shares held and be exposed to changes in
Bega’s share price;

« Tatura shareholders will be exposed o the earnings of Bega and Tatura rather
than just Tatura;

« Tatura Redeemable Preference shareholders will lose the claim to dividends
and supply based dividends from Tatura but these will be replaced by a claim
fo Bega dividends;
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* The Tatura Redeemable Preference shareholders will lose the right to have the
Redeemable Preference shares redeemed for $1 but will be able to sell their
Bega shares via the ASX without losing Supplier rights;

+« Tatura Redeemable Preference shareholders will be able fo sell their Bega
shares on the Australian Stock Exchange at their own choosing; and

« Dairy Farmer Supplier directors will cease o be directors of Tatura. Bega will
use its best endeavours 1o ensure two representatives of Tatura Dairy Farmer
suppliers will be appointed to the Board of Bega for at least 2 years.

1.4  What would not change if the Bega offer is accepted?
This section summarises the key areas that would not change if the Bega offer was
accepted:

« Current Suppliers can remain as suppliers. There wil be no change in the
contractual arangements between Tatura suppliers and Tatura for the supply
of milk and other commaodities;

« Bega has expressed an intention to ensure that processing activities continue
at Taturg;

* Bega has expressed an infention that milk supply prices will be competitive.
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2. Scope of the report
2.1 Purpose of the report

The proposed acquisition by Bega of the Tatura Redeemable Preference Shares is to be
implemented by way of scheme of amangement under Section 411 of the Corporations
Act, 2001 between Tatura and Tatura Redeemable Preference shareholders ['Scheme’].

There are a number of proposed changes to the constitution of Tatura which require
shareholders to approve to facilitate the implementation of the Scheme. These proposed
changes are set out in the special resolutions to be put to the general meeting of Tatura
shareholders which has been convened on the same day as the Court-ordered Scheme
meeting.

The Scheme (which is also subject to Court approval and conditions precedent? being
satisfied, resclved or waived) must be approved by the Court-ordered meeting of Tatura
Redeemable Preference shareholders by a resolution passed by:

1. a majority [i.e. greater than 50%) in number of the Redeemable Preference
Shareholders present and voting (in person or by proxy, attorney representative);
and

2. atleast 75% of the total number of votes cast.

If the Scheme receives the above acceptance levels, all Redeemable Preference
shareholders will have to sell all of their shares even if they do not vote in favour of the
Scheme.

The Independent Directors of Tatura have requested Value Adviser Associates prepare an
Independent Expert Report. The report has been reguested to be provided fo the
Redeemable Preference shareholders of Tatura to assist them assess the merits of the
Scheme.

Voting in favour or against the Scheme is a matter for individual shareholders. Individual
shareholders are likely to have their own views on value and expectations in relation to
future economic growth and conditions. In addition, there wil be individual
circumstances which will be factored in arriving at a voting decision.

Value Adviser Associates recommends that shareholders seek their own professional
advice in working through their voting decision.

2.1.1 Corporations Regulations and ASIC requirements/guidelines

Tatura is required to send Tatura Redeemable Preference shareholders a copy of a report
made by an expert who is not associated with Bega stating whether or not, in the expert’s
opinion, the proposed Scheme “in the best interest of the members of the company™.

This report sefs out Value Adviser Associates' opinion as to whether the Scheme is in the
best interests of Tatura Redeemable Preference shareholders.

There is no legal definition of “best interests”, however ASIC has provided guidance for
independent experts to assist in this assessment. It expects consideration of whether the
offer is fair and reasonable.

ASIC Regulatory Guide (“RG”) 111.17 states that:

2 Refer to Scheme Booklet for Regulatory Approvals and Conditions Precedent
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"If an expert would conclude that a proposal was ‘fair and reasonable’ if it was in
the form of a takeover bid, it will also be able fo conclude that the scheme is in the
best inferests of the members [shareholders] of the company™:

Accordingly, the independent expert report may consider whether, in the opinion of the
expert, the proposed Scheme is fair and reasonable to the target company's
independent shareholders and provide reasons for forming that opinion.

This report addresses the fairness and reasonableness of the Scheme and whether the
Scheme is in the best interests of the Redeemable Preference shareholders, taking into
account all matters which are being put to shareholders at the Scheme meeting called to
consider the Scheme resolutions. The proposed acquisition by Bega of the Tafura
Redeemable Preference shares by way of the Scheme is referred to in this report as “the
Proposal”.

Further requirements of the expert, based on ASIC's guidance in relation to expert reports
is set out in Section 2.2 below.

2.2 Meaning of “fair and reasonable”

There is no legal definition provided for “fair and reasonable”. In preparing this report,
Value Adviser Associates has had regard to relevant regulatory guides issued by ASIC, with
particular reference to ASIC Regulatory Guide 111: Content of expert reports.

ASIC Regulatory Guide 111 establishes certain guidelines in respect of independent
expert's reports prepared for the purposes of the Corporations Act.  ASIC Regulatory
Guide 111 sets out the view of ASIC on the meaning of “fair and reasonable” in the
context of a mergers and acquisitions. Specifically, ASIC Regulatory Guide 111 states that:

1. An offeris “fair” if the value of the offer price or consideration is equal to, or greater
than, the value of the securities that are the subject of the offer. This comparison
should be made assuming 100 percent ownership of the target and should not
consider the percentage holding of the bidder or its associates in the target; and

2. An offeris “reasonable™ if it is “fair”. An offer may also be “reasonable” if, despite
not being “fair”’, there are sufficient reasons for security holders to accept the offer
in the absence of any higher bid before the close of the offer.

3. ASIC has identified the following as some of the factors which an expert might
consider when deciding whether a bid is reasonable:

a. The bidder's pre-existing voting power in securities in the target;
b. Other significant security holding blocks in the target;
c. The liquidity of the market in the target’s securities;

d. Taxation losses, cash flow or other benefits through achieving 100 percent
ownership of the target;

e. Any special value of the target fo the bidder, such as particular
fechnology, the potential to write off outstanding loans from the target;

f.  The likely market price if the offer is unsuccessful; and
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g. The value to an alternative bidder and likelihood of an alternative offer
being made.

2.3 Basis of evaluation

In developing our evaluation criteria, we have considered the nature of the Proposal and
how this will impact Tatura Redeemable Preference shareholders.

The Proposal will result in Bega assuming full control of Tatura through its increase in
shareholding from 70% to 100% although it has effective strategic and operational control
with its current ownership.

In considering whether the proposed acquisition is in the best interests of Tatura
Redeemable Freference shareholders, we have considered whether the Proposal includes
a confrol premium, pursuant fo the requirements of ASIC Regulatory Guide 111 ‘Content of
Expert Reports’ issued March 2011.

Regulatory Guide (“RG”) 111 states that:
RG111.9

"It has long been accepfed in Australian mergers and acquisifions practice
that the words ‘fair and reasonable’ in 5640 establish fwo disfinct criteria for
an expert analysing o confrol fransaction:

(a) is the offer ‘fair'; and

(b)is it ‘reasonable’?

That is, ‘fair and reasonable’ is not regarded as a compound phrase.”
RG 111.10

“Under this convention, an offer is 'fair’ if the vaolue of the offer price or
consideration is equal fo or greater than the value of the securifies the subject
of the offer. This comparison should be made assuming 100% ownership of the
‘target’ and irespective of whether the considerafion is scrip or cash. The
expert should not consider the percenfage holding of the ‘bidder’ or ifs
associates in the target when making this comparison. For example, in valuing
securities in the target enfity, it is inappropriate to apply a discount on the basis
that the shares being acquired represent @ minority or ‘porifolio’ parcel of
shares.”

RG 111.11

“An offeris ‘reasonable’ if it is fair. It might also be ‘reasonable’ if, despite being
‘not fair’, the expert believes that there are sufficient reasons for securify
holders to accept the offer in the absence of any higher bid before the close
of the offer.”

RG111.15

"Schemes of arrangement can be used as an alfernative fo a Ch 6 takeover
bid fo achieve substantially the same oufcome. In these circumstances, we
expect the form of analysis fo be substantiaily the same as for a takeover bid,
even though the wording of the opinion will also be whether the proposed
scheme is ‘in the best inferests of the members of the company’. This reflects
that the legislative test for schemes of arangement differs from that
applicable to a Ch 6 takeover bid.”

RG111.17

“If an expert would conclude that a proposal was Tair and reasonable’ if it was
in the form of a fakeover bid, it will also be able to conclude that the scheme
isin the best interests of the members of the company.”
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In our view, for the proposed merger to be fair and reasonable and in the best interests of
Tatura Redeemable Preference shareholders, it must be capable of satisfying four key
criteria:

1. Is the offer price fairz?

This involves a comparison of the value of the total consideration being offered for the
Tatura Redeemable Preference shares including consideration of any control
premium. If the total value of the consideration offered is greater than the value of the
Tatura shares, including a conirol premium, the offer price will be fair.

2. Is the offer reasonable?

A ‘fair' offer will usually be ‘reasonable’ however it is possible that an ‘unfair’ offer may
be considered ‘reasonable’. Assessing reasonableness will involve considering:

a. The offeror's existing shareholding and the opportunities for further strategic or
operational improvements;

b. The likelihood of another offer;
c. The liquidity of the market for Tatura versus Bega shares without the offer;

d. Other advantages and disadvantages for Tatura Redeemable Preference
sharehaolders of approving the proposal.

3. Is the proposed fransaction the best alternative?

This involves assessing the likelihood of an alternative higher valued offer coming
forward as well as alternatives such as continuing under cument ownership and
Constitutional arrangements, listing or winding up.

4. Are the terms reasonable and capable of satisfaction?

This involves a consideration of other commercial amangements, such as board and
management confrol, and any material confractual conditions. The ferms of the
proposed acquisition should not contain any onerous or non-commercial conditions
which could materially dilute the value of the consideration

The “in the best interesis” criterion incorporates the requirements for a fair and reasonable
assessment.

An offer that is considered 'fair and reasonable’ and an offer considered “unfair but
reasonable’ would be considered 'in the best interests’ of the Tatura shareholders.

In undertaking our assessment, we have considered the likely impact of the Proposal on
the Redeemable Preference shareholders as a whole. We have not considered how the
proposal may affect individual shareholders. Individual shareholders have different
financial and tax circumstances and it is not practicable nor possible to consider the
implications of the proposed acquisition on individuals as their respective financial
circumstances are not known to us. Individual shareholders should seek their own
professional advice.

_
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2.4 Shareholder’'s decision

This report constitutes general financial product advice only and has been prepared
without taking info consideratfion the individual circumstances of Shareholders. The
decision whether fo vote in favour of the Proposal is a mafter for individual Redeemable
shareholders. Shareholders should consider this report in the context of their own
circumstances, preferences and risk profiles.

Shareholders should also have regard fo the Scheme documentation.

Shareholders whao are in doubt as to whether or how they should vote on the Proposal
should consult their own professional adviser.

Value Adviser Associates has prepared a Financial Services Guide in accordance with the
Corporations Act. The Financial Services Guide is included as Appendix 7 to this report.

2.5 Taxation implications

In the event that a Shareholder sells their shares pursuant fo the Scheme, they will have
exchanged their Redeemable Preference shares for taxation purposes.

Relief from capital gains tax may be available under these circumstances.

If in doubt as to the taxation implications relating to Proposal, shareholders should consult
their own financial or taxation adviser.
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3: Industry profile
3.1 Australian dairy industry background
3.1.1 Production

Australia produced around 9.0 billion lifres of milk in the 2010 financial year from 1.6 million
dairy cows spread across 7,511 farms. The farmgate value of production was $3.4 billion,
ranking the dairy indusiry as the third largest rural indusiry behind wheat and beef.

Milk production has been declining by approximately 1.5% p.a. over the past decade as a
result of a lower number of dairy farms and lower averall dairy cow numbers; this frend was
partially offset by increased volume milk yields per cow. VAA notes that the current year
projections are for an increase of around 1.5% in production as a result of favourable
rainfall and water allocations, large volumes of hay storages and plentiful local feed grain
stocks.

Milk production is seasonal, peaking the spring pericd of October/November and falling to
lower levels during the late autumn/winter months of May to July. Australian farmers use
grain concentrates to supplement grass pastures, particulary during the winter months, o
ensure milk supplies are maintained throughout the year. In addition, dairy processors and
manufacturers provide other incentives to farmers to help maintain a meaningful volume
of supply during off peak periods because of their need for a stable supply throughout the
year.

Dairy production is concentrated in the higher rainfall areas along coastal eastern, south-
eastern and south-western Australia and in the Mumray Darling Basin. Victoria is the largest
milk producing State, accounting for 64% of national milk production in the 2010 financial
yedar,

Victoria also produces most of the manufacture milk used in the production of dairy
products. New South Wales and Tasmania account for approximately 12% and 7% of
national milk production respectively.

Australian milk production is divided into two sectors:

« markef milk (i.e. drinking milk) — this accounts for 24% of total milk production.
Per capita consumption of market milk is estimated to be 102.4 litres in FY2010
and has increased over the past four years due to the increasingly mainstream
coffee culture, reversing a downward trend that commenced in the mid-
1990s; and

« manufacture milk - used for the manufacture of a variety of dairy products by
combining the basic components of milk (milkfat and proteins) in different
ways. The principal dairy products are buiter, cheese, milk proteins and milk
powders. In addition, manufacturers produce a range of fresh dairy products,
including yoghurt, dairy desserts, chilled custard and cream and frozen
products, such as ice-cream.
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3.1.2 Auvustralian dairy consumption

The Australian market for dairy products continues fo generate volume and value growth.
Australians drink about 2.3 billion litres of milk (24% of annual milk production). A further
30% of milk production is consumed in the form of dairy products such as cheese, dairy
spreads and yoghurt (i.e. manufacture milk); the remaining 46% produced is exported.

Reductions in milk production and increases in domestic consumption result in a trend of
less milk being available for export/manufacture markefs.

Imporis of butter and cheese products into Ausiralia contribute an estimated 23% and 25%
of domestic consumption respectively. New Zealand is the major source of imports,
contributing to around 90% of total cheese imports and over 80% of butter imporis, which
has remained consistent over recent years.
VAA has analysed and summarised Food and Agricultural Policy Research Institute
["FAPRI"] data on the historical production, consumption and export volumes and growth
rates for Ausiralia between 2000 and 2010. The table below sets out the key highlights and
growth rates which include the following key trends:

«  Mik cow numbers are reducing due to farm rationalisation;

s  Overall milk supply volumes are falling, but vields per cow are increasing;

« Drinking milk volumes are increasing relative to manufacturing volumes;

+ |local consumption of butter, cheese and powders is increasing; and

* Manufacturing volumes available for export are decreasing.
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11 years 2000-2010 5 yeaors 2006-2010
2000 2010 CAGR 2006 2010 CAGR

Milk Cow Mumbers T00 Head 2226 1.600 -3.0% 1.835 1.600 -2.7%
Milk Production per Cow kg 4,950 5750 14% 5,527 5750 0.8%
Cow Milk Preduction 000 tonnes 11.018 2,200 -1.6% 10,133 9.200 -1.9%
Manufacturing Use 000 tonnes B8.983 6,787 -2.5% 7.507 &.787 -3.0%
Butter ‘000 tfonnes

Production 170 114 -3.6% 123 114 -1.5%

Consurmnption 58 7o 1.8% 59 70 3.7%

MNet Trade 120 54 70% 70 54 -4.9%
Cheese ‘000 tonnes

Production 374 320 -1.4% 381 a2 -2.4%

Consurnption 203 225 1.0% 220 225 0.5%

Met Trade 181 115 -4.0% 145 115 -4.5%
Nonfat Dry Milk 000 tonnes

Production 265 170 -35% 213 170 -4 4%

Consumption 33 1 420% 40 51 5.0%

Met Trade 233 121 -5.8% 178 121 -7.4%
W hole Milk Fowder ‘000 tonnes

Production 194 130 3.7% 144 130 -2.0%

Consurnption 23 29 23% 27 29 1.4%

Net Trade 170 100 -4 7% 130 100 -5.0%
Totals 000 tonnes

Production 1.004 734 28% 841 734 27%

Consurnption 315 375 1.6% 344 375 1.7%

Nef Trade 703 350 -5.2% 52 3%0 -5.46%

Source: FAPRI-ISU 2071 World Agricuitural Outicok (Dairy dota table); VAA analysis

Net Trade - Difference between production and consumption and include: changes in inventory

3.2  Global dairy industry background

The key focus of Taftura is on the export of dairy products and infant formulg,
predominantly fo the Asian region. Accordingly, our review of the global dairy industry is
focused on issues most relevant to Tatura's markets.

VAA has analysed data sourced from Food and Agriculiural Policy Research Institute — USA
(“FAPRI") to examine historical (and forecast) production volumes of dairy products
(excluding milk). The data covers butter, cheese, non-fat dry milk and whole milk powder.

The table below summarises the top producers of dairy products (excluding milk) in the
2010 calendar year.
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2010 Production ‘000 tonnes

Rank Total Butter Cheese NFDM WMP

EU + Switzerland 1 10,954 2,028 7.168 1.008 750

UsA 2 6,237 725 4,722 790

India 3 4,490 4,098 393

MNew Iealand 4 2,041 480 309 381 871

China 5 1.441 109 277 55 1,000
Brazil -] 1,364 78 648 120 518

Argentina 7 853 52 543 38 220

Russia 8 780 240 430 &0 30

Australia 9 734 114 320 170 130

Mexico 10 562 170 240 31 121

Sub-total Top 10 29,456 8,094 14,657 3,046 3,660
TOTAL - FAPRI sample 31,634 84546 15,944 3388 3,845

Source: FAPRI-ISU 2011 Werld Agricultural Outlook (Dairy data table]: VAA analysis

From the above data, VAA notes:

+« The global production of (non-liquid milk) products is dominated by a small
number of regions/countries;

+ Australia is ranked 9% with approximately 2.3% of the fotal production
attributable to the 26 regions/countries covered by the FAPRI data;

* The Top 5 Exporters — which represent over 95% of the reported export volumes
—were dominated by the EU (including Switzerland) and New Zealand;

« Australia was the 3rd ranked exporter with approximately 11% of the combined
export volume of EU (including Switzerland) and New Zealand;

¢ Russia and China - two of the Top 10 Producers — were the Top 2 importers.

Annual production in any given region/country can be significantly influenced by climatic
conditions, which are by their very nature volatile. Ausiralia, being a relatively small
producer, is therefore exposed to potentially large swings in demand for ifs export
production. For example the recent drought in Russia led fo unexpected export
opportunities for butter from Ausiralia. Conversely, favourable conditions can lead fo short
term excess supply which can franslate to increased competition.

2010 Export (Import) '000 fonnes

Total Butter Cheese NFDM WMP

New Iealand 1 1.997 455 285 379 878
EU + Switzerland 2 1,455 128 551 356 420
Australia 3 390 54 115 121 100
UsA 4 322 17 -4 309

Argentina 5 247 14 43 20 1468

Source: FAPRI-ISU 2011 Werld Agricultural Qutlock (Dairy dafa fabkle]; VAA analysis
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2010 Export (Import) '000 tonnes
Rank Total Butter Cheese NFDM WMP

Russia 1 658 87 343 190 38
China 2 486 26 32 21 337
Mexico 3 299 76 71 114 38
Algeria 4 286 9 22 85 170

5 254 14 2 181 48

Indonesia

Source: FAPRI-ISU 2011 World Agricultural Outlock (Dairy data fable); VAA analysis

By way of general global production and demand trends, VAA notes the following:

« Demand from developing markets has been robust despite rising commaodity
prices;

= (Chinese production is increasing but has nof kept pace with demand;
* There is a sirong preference for imported infant formula products in Chinag;
+ Chinese whole milk powder imports increased significantly in 2010;

« |In the US and the EU, steadily improving consumer spending is increasing
domestic product demand;

s In Japan, following the March 2011 fsunami disaster, the demand for impored
product increased;

* Droughis in Russia significantly reduced domestic production in 2010;
« African production lags demand;

« In New Zealand — a major global producer and exporter — the 2010/11
production has been adversely affected by drought, storms and earihquakes;

 In South East Asia demand has increased with education and economic
prosperity; and

« Demand generally exceeds supply in many markets.

3.3  Dairy commodity prices

The majority of wholesale dairy product prices are directly influenced by prevailing
international prices, which are in turn driven by world market conditions.

Commodity prices for dairy products are cyclical in nature and follow world economic
growth. Subsidies for US and EU production also influence commodity prices, as do
exchange rates.

International commodity prices for various dairy preducts from January 2005 to October
2011 are set out below:
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GRAPH 1. COMMODITY TRENDS

Commodity Price Trends - Oceania
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Commodity prices in the past two (2) years have recovered from the GFC lows reflecting
the following key market conditions?:

« The world market in the last quarter of the 2010/11 production stabilised and
consolidated. The fundamentals (supply and demand balances) in the global
dairy market remain tight, with supply limitations and sustained demand for
commodity ingredients;

* Southern Hemisphere supplies of butterfat are limited and prices remain high.
Northern Hemisphere supplies are rebuilding, although surplus product
availability from Europe may be absorbed by Russia as a conseguence of the
severe drought;

* Cheese markets remain steady, with firm pricing for product from all origins.
The US is becoming a major player in global cheese markets. Demand for
lactose and whey by-products has outstripped supply and prices for lactose
and whey powder remain firm. Lacfose is being increasingly used in
standardisation, while much more whey powder is being used in feed than
previously;

s«  Mik powder markets are unsettled with a mixed outlook. WMP prices have
recently receded having risen quickly in early 2011. SMP prices posted more
modest gains, nearing U5$4,100/tonne.

3 FAPRHISU 2011 Werld Agricultural Outlook
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3.4  Global industry outlook

Global demand is likely tfo continue to rise in the long term with growing awareness of
milk’s nuiritional value and functional diversity (wide applications), and the improvement
of living standards in developing economies.

The Australian dairy industry has well-established customer relationships in developing
market regions and is likely to be able to take advantage of global dairy demand growth
info the future.

FAPRI projections* suggest that global demand of approximately 4-5 bilion litres
([approximately 15% of 2010 global milk production) will be unmet by 2020. This is likely to
underpin improving market conditions over the medium ferm. These projections assume
the following:

» Sustained growth in milk production and export availability for a number of the
major producers and exporiers (it is noted that the EU Commission’s outlock is
for slow growth in milk production, dairy product manufacture and
consumption leading to the likelihood of increased export volumes);

« Assumed growth in production in Australia of 1% per annum and New Zealand
of 2.5% per annum; and

+ Rapid expansion of Chinese production and consumer demand.

Sustained firm market prices info the medium fo long term are highly sensitive to a number
of factors as follows:

+ Expansion of Chinese milk production and manufacturing output;
» Strength in consumer demand;

» EU's trade balance, affected by the adjustment in milk supply after production
quotas are removed in 2015;

» LS trade balance, especially affecting available exports of skim milk powder;
and

* Growth in New Zealand milk production.

The tight balance and sensitivity of the outlook to small changes in key production and
market region variables may still, however, result in ongeing price volatility.

4 Dairy Australia, Dairy Situatfion and Outlook, May 2011 p21
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4. Profile of Tatura

4.1 Overview

Tatura is an unlisted public company established in 1907 and located at Tatura in regional
Northern Victoria, Australia.

Tatura is supplied by approximately 280 dairy farms and processes approximately 350
million litres (ML) of milk each year. Approximately 300 ML are supplied by Tatura suppliers
(shareholders). The majority of supplying farms are located within a 30kms radius of the
factory, making fransport cost effective.

Tatura manufactures dairy ingredients for the global market, predominantly at a business
to business level with no significant visibility of the Tatura brand. Approximately 70,000
tonnes of manufactured products are produced from the Tatura Site. Tatura also
processes 70 ML of liquid milk and liguid by-products.

Key products and FY11 sales volumes (rounded) are set out in the table below:

Cream Cheese / Frozen Cream 19,800
Infant Formula 19,700
Milk Powders 23,000
Milk Protein Concentrate (MPC) 3,300
Lactoferrin & Colostrum 20
Butter 2,700
Manvufactured Product 68,520

Source: Tatura Management Accounts

More than 70% of revenues are generated from exports to the Asian region (Japan, Korea,
China, Thailand, Taiwan, Hong Kong) and Europe. Tatura has been active in the Asian
markets for many years and is positioned to benefit from the consumption growth in the

region.

The majority of the cream cheese / frozen cream volumes are sold to Japanese customers
through trading houses. The Japanese market has demonstrated strong loyalty of custom.

Tatura has several major infant formula customers which are based in Ausiralia and Asia.
Tatura also provides toll manufacturing services for Mead Johnson for infant formula
production.

Tatura manufactures MPC under lease and licence arangements from Ingredia SA
(France). MPC is used as a dairy ingredient in desserts, baked goods, beverages,
processed cheese products, foppings and spreads.
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Tatura processes milkk and cream to supply several liguid customers including Capital
Chilled Foods Australia (“CCFA™).

In April 2007 Bega Cheese Limited acquired a 70% controlling interest in Tatura Milk.

4.2 Tatura Value Chain
421 Reliable Milk Supply

Tatura's production is dependent upon a reliable milk supply. The Narthern Victoria region
represents approximately 25% of Victorian milk production at approximately 1.8 billion lifres
(Victoria as a whole produces around 65% of natfional milk production). Tatura receives
~300 ML p.a. which equates to ~20% of Northern Victoria supply.

Milk production is largely dependent upon the following key drivers:
* Number of dairy cows;
+  Milk production vields;
s Farm gate prices;
+ Water storage levels for pasture imigation; and
+ Grain and nutrition supplement prices for herd feed.

Total Australian dairy farm numbers have reduced by around 65% since 19280 from 22,000
to 7,500. In Victoria a similar, but less severe reduction of around 55% from 11,500 fo 5,200
farms has been noted.s This reduction reflects a lower fotal volume of production, but also
a rationalisation towards larger, more efficient farm sizes. Accordingly, average cows per
farm have increased substantially over this period from around 85 to 220 cows per farm.

Critically, average annual milk production per cow has increased substantially since 1980
from around 3,000 fo 5,600 litres per annum per cow 1o (an increase of 185%). This yield
increase is largely due to improvements in genetics, pasture developments and feeding
supplements.

Farm gate prices have varied materially over the past 5 years reflecting the impact of the
drought on local supply volumes and the significant reduction in global dairy commaodity
prices in late 2008. Sustained farmer supply is reliant upon manufacturers such as Tatura
and milk processors meeting/exceeding milk market prices. This is parficularly critical in
Northern Victoria where there is strong competition for supply.

The profitability of dairy manufacturers such as Tatura is highly sensitive to changes in farm
gate prices if there is no comesponding change in the price of dairy commodities
produced by the manufacturer. The graph on the following page shows the changes in
farm gate prices at a State and National level over the past 6 (six) years.

* Dairy Australio, Australian Dairy in Focus 2010 p11
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GRAPH 2 AUSTRALIAN AND VICTORIAN FARMGATE MILK PRICES
Australian and Victorian Farmgate Milk Prices
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Australian market prices are comprised of an opening pay rate (sef around June each
year) and allowances for defemred loyalty paymenis throughout the year. In addition,
there may be additional incentives for exira supply (pariculary in the ‘off-peak’ periods)
in order to encourage a smoother supply volume outside of the peak Spring season.

422 Manvufacturing

Tatura's core expertise is the manufacture of value added dairy-based products and
infant formula. The majority of Tatura's dairy manufacture volumes are exporfed,
predominantly to Asia. The export prices are subject o global commeodity prices and as
such Tatura must ensure that its manufacturing processes underpin a high quality output at
competitive prices.

Efficient and flexible manufacturing plants are critical in the dairy manufacturing industry.
Milk input costs are the single largest cost component, however the products
manufactured may vary significantly in terms of margins generated depending on a
number of factors. As milk may be utilised in a number of different products, the ability to
focus production to take advantage of favourable pricing is key.

Global commeodity prices can fluctuate as a result of changes in supply, for example
Tatura recently responded to a shortage of butter in Russia due 1o drought conditions in
that market.

Tatura is able to determine which products offer the most advantageous margins based
on market prices at the time. For example, butter may be interchanged with frozen cream
in the high fat segment.

Tatura is operafing at close fo capacity under the cument configuration. Additional
capacity is being added for the cream cheese product which will provide approximately
50% additional capacity. However other product volume growth will be limited in the
absence of significant capital expenditure.

Tatura is viewed as a high quality producer of dairy products and infant formula (as
evidenced by the demonsirated track record of customer loyalty) and competes on the
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basis of established customer relationships, consistent/high quality product and reliable
supply. In terms of milk powders, Tatura competes with larger scale manufacturers
globally and as such is disadvantaged in gross margin performance in this segment.

Tatura provides toll manufacturing services for Mead Johnson infant formula products
under a confract arangement. The services are confracted until 2019. Tatura expects o
manufacture approximately 2,500 tonnes in FY12.

As noted earlier, Tatura produces high quality milk protein concentirate for Ingredia SA, a
global manufacturer of dairy and functional foods.

423 Marketing

As an export-driven company, Tatura has focused on the faster growing Asian market
where it can successfully compete alongside Australian, European, New Zealand and US
exporters.

Product consistency is critical fo ensuring the customers are not required to modify recipes
in order fo ensure consistency of end product.

Tatura has leng established relationships with key customers that have been based on a
high quality / consistent product, reliable supply and competitive pricing. Tatura’s
customer profiles vary depending on the product segment, for example the cream
cheese and frozen cream products marketed in Japan are sold through frading houses
that subseguently on sell fo a number of manufacturing companies.

The majority of Tatura products are priced with reference fo global commaodity prices
(USD). Competitive pricing is a reqguirement given the global commodity markets for
butter, cheese, SMP and WMP.

4.3 Competitive positioning

Tatura competes in its export markets on the following bases:

431 Quadlity

Tatura, as an Australian made product, has a solid reputation for high quality and bio
security. Recent events in Japan (isunami and radioactive contamination) and Korea's
recent bout of foof and mouth disease are examples of adverse biclogical issues that
have positioned Australian dairy quality favourably.

Quality standards in the manufacture of dairy preducts and infant formula are fightly
confrolled and require substantial expertise to deliver a consistent product fo high
standards. Tatura has developed a solid reputation for high quality infant formula over
several years which underpins demand from several Asian customers.
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4.3.2 Established Milk Supply

Tatura has long established supplier relationship based on its co-operative origins. It is
located in a high volume dairy region which results in relatively modest logistics fimeframes
and costfs.

Farming practices have improved significantly in the last 20-30 years and the recent
resiience demonstrated in the prolonged drought which has led to improved herd
management, growth in local feed production and wider imigation/water supply
improvements should result in improved supply over the coming years.

Competition for manufacturing milk is expected to remain robust as local demand growth
is sustained. It is expected, subject to sustaining competitive price offerings to suppliers,
that Tatura should enjoy adequate milk supplies into the medium-long term.

4.3.3 Established Trading Relationships

Supplier dependability in terms of quality and reliability is critical in food manufaciuring
and marketing companies. VAA understands that Tatura enjoys solid relationships across a
diverse range of customers which has been built over many years of operations. This can
be evidenced by the material level of repeat business from unconiracted customers.

Subject to relatively competitive pricing parameters, Tatura is likely to sustain its customer
base in the medium term, particularly in relation to cream cheese sales into Korea and
Japan.

In addition fo the trading relationships, as noted earlier, Tatura has embedded
relationships with Mead Johnson via its contract manufacturing arrangement and Ingredia
SA via its bi-lateral manufacturing and distribution agreement for MPC.

4.4 Bega Operating Synergies and Operating Improvements

Tatura has been able to coordinate operating synergies with Bega in relation fo milk
processing arrangements with Bega's Coburg operations and with the CCFA operations in
Canberra to optimise milk processing opportunities.

Both Bega and Tatura have advised that management and operating improvements,
primarily for Tatura have included:

« Procurement benefits arising from an improved bargaining position from higher
purchase volumes which has led to lower prices for materials such as packaging;

« Separation of Board and management including adding individuals to a
management team experienced in management of milk processing businesses;

« Changes in safety and environmental management processes;

* Further development of the initiative underway 1o become less reliant on fresh milk
for raw material supply and establishing a tolling arangement with Mead Johnson.

The maijority of operating improvements and synergies have been achieved in the four
years since Bega gained strategic and operating control of Tatura. It is anticipated by
management that there may remain some relatively small adminisirative, governance
and logistical related synergies arising from implementation of the Scheme.
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4.5 Financial information
4.5.1 Historical financial performance

The financial performance (frading summary) for the periods 30 June 2007 to 30 June 2011
drawn from the audited accounts is summarised below.

Tatura Mik Industies

Profit & Loss Summary

$000s
Growth Growth Growth Growth
Fnancial Year Ended 30 June 2008 v 07 2009w08 2010v09 2011w 10
Revenue 247,005 | 340317 | 310,523 | 271.241 | 312316 307% -8.8% -12.7% 15.1%
Costs
Changes in Inv entodes 4813 | (29.965)| 29.526 | (19.182)| 21527 | -7226% | -198.5% | -165.0% | -2122%
Raw Matedals & Consummakhes Used 178,740 | ZB2FI7 | 217.378 | 209447 | 211,237 58.3% -23.2% -3.4% 0.9%
Employes Expenses 29,105 30,435 29.936 32.490 355648 4.6% -1.6% 8.5% o.7TE
Warehouse & Distibution Expenses 8585 8,857 10.910 10,295 . -1.3% 230% -5.6% -20.4%
Research & Development ase 398 340 304 = -0.5% -14.1% -10.0% | -100.0%
Cther Expenses 13,285 18.052 16.344 14,577 13,857 35.0% -P4AT -8.5% 5
Total Expenses 235308 | 310,702 | 304454 | 248334 | 289 240 32.0% -2.0% -18.4% 16.5%
EBTDA 13,677 29,615 6,047 22,907 23,074 116.5% ~T?5% 27747 0.7%
% Revenue 5.5% 87% 2.0% BA% FA%
Depreciation & Amortization 8,479 7750 6,927 7143 7.174 -B.5% -107% 3.2% 0.3%
Writedown of Canning Line Inv estment 5213 - - - -
EBT (L0185} 21.B5S {858)| 15758 15,902 N/A N/A N/A 0.9%
Met Anance Costs 7.000 4157 4,524 3,034 2,054 -40.6% 8.8% -32.9% -32.0%
Profit Before Tox |8.015) 17,698 [5.382) 12.724 13838 | -3208% | -1304% | -336.4% 8.8%
Income Tax Expense/ (Benefii| 807 [2.524) [1.8a2) [4.088) (17900 -131.3% -25.4% 117.2% -56.2%
Reported Profit After Tax (16,086)| 203222 | (3.500)| 14812 | 15628 N/A N/A MN/A NIA

Source: Tatwa Statutory Accounts

The following key points should be noted in respect of the financial performance set out in
the table above:

» Revenues have been relatively volatile over the five (5) year period reflecting
a significant decrease in commaodity prices in FY0? following relatively high
prices in FY08. Valume reductions in FY10 and FY11 were slightfly offset by a
recovery in commaodity prices;

= The low Australian dollar relative to the US dollar also had a significant impact
on FY08 earnings. The accretion of the Australian dollar from FY0O? had a
negative impact on revenues and EBITDA;

« Gross margin pressures led by the reduction in WMP and SMP commaodity
prices which were partially offset by MPC, infant formula coniributions and fai-
based products;

« [Improvements in raw materials input costs and efficiencies in warehousing and
distribution (including working capital management) which are partially
resultant from the business combination with Bega from 2007;

« Other Expenses have been held constant reflecting a reduction in real terms;

« Stabilisation in EBITDA over the FY10 and FY11 periods.
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453 Balance sheet

as at 30 June is summarised below:

Tartura Milk Industries
Balance Sheet

$000s

Fnancial Year Ended 30 June

452 Forecast financial performance

Cument Asets
Cash and Cosh Equivalents 5174 2789 5292 8.915 1.780
Trade and Ofher Receiv ables 52961 56,234 59,209 41,349 41,071
Inv entories 35024 44 989 35463 54 445 33118
Other Cument Assels = =2 = = 1,855
Total Cument Assets 93161 | 124012 [ 100764 | 10492% 77824
Non-Curent Assets
Mon Cumrent Receivables $.285 5,260 = = =
Defered Tax Assats 8027 9.4859 8.52¢9 14,280 14.847
Inv estrrents 902 12 12 = =
Other Non Cumrent Assets = = - 152 152
Property. Flant and Equipment 71.5%90 64,901 &7.123 65,303 49,903
Intangible Assets and Goodwil 21 114 148 376 190
Total Non-Cument Assets 89,825 79.945 7aEz 80111 85,092
Total Assets 182,986 | 203,958 | 176776 | 185040 | 162916
Cument Liabilifies
Trade and Ofher Payables 46,372 57386 43,483 55340 40,379
Interest Bearing Liabilities 22,543 22,037 36,650 26873 12724
Prowisions - Cument 5613 4744 5102 5293 6,05%
Derivafives = E: = 2222 =
Total Cumrent Uobilifies 74,528 B4 181 85.975 89,798 59144
Non-Curent Liabiities
Payabiles - Non Curent §285 5710 300 150 =
Interest Bearing Liabilities 24942 18,735 11.478 5,659 -
Prowvisions - Non Cumrend 492 304 435 421 329
Total Nom-Cument Liabilities 34719 24 839 12214 7.230 39
Total Liabilifies 109,247 | 109,000 97,451 6.958 59,493
Net Assefs 73,739 74,958 79.285 88,082 | 103423
Equity
Issued Capital 48,954 47 859 44874 47.020 48,845
Reserves 20241 31,335 19.042 15808 17.952
Retained Profits (4.458])| 15783 13.36% 25254 36,625
Todal Equity 73.739 04,958 79.285 88,082 | 103423

Source: Tatws Stafuforny Accounts

Wi

Tatura has not provided forecasts for the purposes of the Independent Expert Repori.
Consequently the analysis of financial performance is based on historical results.

The Tatura Balance sheets for FY07 to FY11 as presented in its qudited financial accounts
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VAA has presented an alternative classification of the Tatura Balance Sheet as follows.

Totura Mik Industries

Balance Sheet - Afemare Clasiication

$000s
% Net Assets
Finoncial Year Erded 30 June 2007 2008 009 2010

Working Capitai

Trade and Ofher Receiv ables 52,248 61,494 59207 41,567 41,07

inv entories 25004 | £49B° | 35463 sS46e5| 338

Other Cument Assefs * + £ - 1,855

Trade and Oher Payables |46.372}| [57.388)( [43.483)| (55.340]| [40.379]

Defvatves - - - 12.209]

Payabies - Mon Cument [r.285)| [5.710) {300} [1s50] -
Woeking Capital 41,613 [ 63387 | 50889 33302 [ 35685 56% s7TE | sa%| 43%]| 5%

Mt Iy estments

iny estments w02 12 = =
Property, Plant and Equipment 71,580 47123 | 65303 | enFol
Interest Bearing Labiites |42.30%) |a1.676)| (24.617] (10,544
Infangibie Assets and Goodwil 21 145 37s w0
Total et inv estments 20,204 25,407 41,082 59,147 A1% 28% 2% A7TE 57

OfnerAsets & Liobiities

Defered Tax Asets 8027 7.65¢ 8.52¢ 14,280 14,847

Otner Hon Cument Amets - - - 152 152

income Tax Poyable - - - - -

Provisions - Cument [s.613}| [47<4)| (502l (s293)| (a089)

Defered Tax Liabiities = = = = -

Provizions - Hon Cument [452] (394} (435 [421] [329]
Total Other Assets & Liobiities 1.922 4521 2589 8718 8411 3% 5% 4% 6% 5%
Net Assels 73,737 74,758 79285 88,082 103,423 0% To0% 100% 100% 100%

Sowce: Tatura Statuo oy ACCOUES VAR Analysis

The following key points are noted in relation to the above restated balance sheets:

=  Working capital accounis balances have been substantially reduced in the
past few vyears reflecting the significant focus on working capital
management, for example inventory reductions;

« Gross investment (driven by capital expenditures) has not increased materially
over the FY07-11 periods. Significant debt repayments of approximately $35m
have driven the significant increase in Total Net Investments. The debi
repayments have substantially been funded by retained earnings.

« Total Other Assets and Liabilities have increased due fo Deferred Tax Assef

growth. This growth is largely driven by camied forward tax loss movements;
and

« Tofal Net Asset growth has largely been driven by a reduction in interest
bearing liabilities as a result of debt repayments. This, in turn has been made
possible by improvements in profitability and working capital management. As
the debt level is relatively modest as at 30 June 2011 ($11m), it is likely than any
future Net Asset growth will be driven by expenditure on plant and equipment
or increases in working capifal.
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454 Cashflows

The cash flows for FYO7 fo FY11 are summarised below:

Tatura Mik Indusines
Cash Aow Statement
$000s

Actual Actual
Fnancial Year Ended 30 June 2007 2009

Cash Fows from O perating Activities

Receipts From Clients (including G5T) 261393 | 332873 | 313228 | 281.199 | 311082
Payments to Suppliers ond Employees (including G5T) (233.854)| {319.954)| [296740)| [255.5%5)| (277.35%)
Net Cash Aows from Operating Activities 27.537 12917 16,488 25.604 33723
Cash FAows From Inv esting Activ ities
Purchase of Property, Plant & Equipment (1.384) 13.192 {9.207} (5397} [11.578)
Purchase of Intangible Assets m (148) (104} 1418} 134)
Interest Received 457 465 269 207 255
Proceeds from Sale of Property, Plant and Equipment 941 2792 775 449 11
Proceeds from Rnancial Assets = 248 = 342
Het cash flows used in inv esting activifies Fé 145 18.247) [4.817}] [11.348)

Cash Aows from Anancing Activifies

Proceeds from Issue of Shares 25,181 i 481 1.340 2059
Payments for Shares [1.640}1 (1.098) {1.666) [1.194} [233)
Receipt of Famer Loan Repayments 289 124 159 85 a3
Interest Paid (4827)| (3e83| psr4|  2soo)|  peTa
Dividend Paid - Shares Held (3738)| (B3sa)| (4FTa| (a8} (1548
Dividend Paid - Mik Supplied < - = [1.000} [4.250)
Dividend Paid - Completion Distrioution = {11.231) {3,481}
Lease Payments (1,124} 12098} {908} 1454} [1.284)
Loans from Related Parties - 15790 5,000 6,000 =
Loans to Related Parties {12,177) (4217} [5.014) [2.753)
Repayment of Bomowings (41,995} (10.411) (7.098} [14.267) [19.600)
Proceeds from Bomowings 11.000 5.500 15,200 - -
Net Cash Aows Used in Anancing Activities 129.029) (15.470) 4718 (18,154} {[29510)
Net Increase/(Decrease) in Cash Held (1.421)] (2388 3,503 2.623 [7.135)
Cash Held at Beginning of Anancial Year 4,598 5177 2789 6,252 8915
Cash at End of Financial Year 5177 2789 6,292 8,915 1,780

Source: Tafurs Statutory Accounts

The following key points are noted in respect of the cash flows set out above:

+ Operating cash flows have been relatively consistent with the exception of
FY08 and FY0% when working capifal levels were increased substantially;

+ Investments in Plant and Equipment have been relatively modest as noted
earlier leading fo the need for ‘caich-up expenditure’ (capital expenditure of
around $31m for FYO7-FY11 relative to Depreciation/Amortisation of $37m)
reflecting the cautious application of funds following the challenging FY0?
period;

*« Bomrowings of approximately $40m (repayments versus proceeds from
borrowings) have been repaid over the FY07 o FY11 period; and
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« Dividends of approximately $25m have been paid to Ordinary and
Redeemable Preference shareholders over the FY0O7 o FY11 period.

4.5.5 Tatura financial performance summary

The following summary key peints are noted in respect Tatura financial performance as it
periains to maintainable earnings:

4.5.5.1 Trading performance summary

s Sales volumes are generally increasing and the change in product mix towards
higher value segments such as infant formula together with the recent
recovery in prices generally is supporfing revenue and gross margin levels;

= Tatura has been operating at close fo manufacturing capacity in recent
periods suggesting that material volume growth may not be possible without
substantial capital expenditures;

+ Expense levels have been closely held over the FY07 to FY11 period; and

« Sales and EBITDA has been volafile (albeit stabilising in the past 2 years)
reflecting dairy commodity and financial markets generally. This volatility can
be expected to confinue.

4.5.5.2 Investment levels

« Significant reductions in working capital and the generation of operating cash
flows have facilitated the ability to accelerate debf repayments;

* Borowings have reduced from $47m in FYO7 to $13m in FY11, consequently
there is potential for new borrowings to fund expansion, if required; and

* Investiment in new plant and equipment has been relatively modest at an
average of around $5m p.a. This level of investment has not kept pace with
depreciation and amortisation which has averaged around $7m p.q. for the
same period resulting in the need for the ‘catch-up’ expenditure noted above.

4553 Cashflows
« Tatura has generated free cash flows from operating and investing acftivities of

$92m over the FYD7 to FY11 period (a solid performance relative to the $95m of
EBITDA generated for the same period).
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4.6 Capital structure
The Tatura share structure is comprised of Crdinary Shares which were issued to Bega in
April 2007 and Redeemable Preference shares are held by suppliers.

The specific share class holdings as at 30 June FY2009 to the last reported date of 4
October 2011 are as follows.

Fully Paid Shares

As At 30 Jun 2009 30 Jun 2010 30 Jun 2011 4 Oct 2011

Ordinary Shares 28,413,511 28,413,511 28,413,511 25,413,511

Redeemable Preference Shares 10,096,112 10,242,156 12,068,282 12,009,508

Total Shares 38,509,623 38,655,667 40,481,793 40,423,019
% Shares Held

Ordinary Shares 73.8% 73.5% 70.2% 70.3%

Redesmable Preference Shares 26.2% 26.5% 29.8% 29.7%

Sowce: Taturs Stafufory Accounts

There are no other forms of equity instfrument issued or on offer to existing or potential
shareholders.

4.6.1 Ordinary Shares

Crdinary shares are non-cumulative and atitract a dividend rate declared by the Directors.
Crdinary shares entitle the holder o participate in dividends and the proceeds on winding
up of the Company in proportion to the number of and amounts paid on the shares held.

Ordinary shareholders are enfitled to one vote per share at meetings of the Company.

On 23 April 2007 the Company issued fo Bega Cheese Limited 16,000,000 ordinary shares
for cash and 12,413,511 ordinary shares for defered settlement in accordance with the
share issue fransaction entered into by Tatura Milk Indusiries Limited and Bega Cheese
Limited. This agreement was for a 70% interest in the share capital of the Company.

4.6.2 Redeemable Preference shares

The Redeemabile Freference shares are non-cumulative, attract a dividend rate declared
by Directors’ and are subject to a buy-back offer at a value of $1.00 per Redeemable
Preference share when a shareholder ceases 1o be a dairy farmer supplier to the
Company af the discretion of the Board of Directors and are entitled to one vote per
share at meetings of the Company.

In the event of winding up of the Company, ordinary shareholders and Redeemable
Preference shareholders rank equally after creditors and are all fully entitled to any
proceeds of liquidation.
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A prerequisite for holding Redeemable Preference shares is that the member/shareholder
must qualify as a milk supplier to Tatura. The following points summarise the eligibility as a
supplier:

¢ A dairy farmer who has supplied a commercial quantity of milk (such guantity
fo be determined by the Directors from time to fime) to the Company on a
regular basis during the 40 days prior to (but notf including) the Relevant Date;

+« A dairy farmer with whom the Directors are safisfied will supply milk in the
future;

+ A dairy farmer who is, af the Relevant Date, deemed to be a Supplier under
Rule 5(3); or

+ a person, not being a Dairy Farmer, that is an Industrial Supplier at the Relevant
Date {an industrial supplier being a supplier of more than 100,000 litres of milk in
the preceding 12 months or having supplied diary commodities other than
milk) with an invoice value of greater than $100,000 in the preceding 12
months.

The total number of Redeemable Preference shares on issue can vary throughout the year
as a result of changing volumes and supplier preferences.

The Tatura constitution limits the number of Redeemable Preference Shares held by any
member to 5% of the total Redeemable Preference Shares issued [CL. 4. (2) (b)].

4.6.3 Fully diluted basis

As there are no other forms of equity instruments issued or on offer fo existing or potential
shareholders, the total Tatura equity instfruments fo be applied o the equity valuation are
per the table above.

4.7  Major Redeemable Preference shareholders

Based on the shareholder register provided as at 7 October 2011, there were 12,009,508
Redeemable Preference shares onissue. As the Tatura Constitution limits the concentration
of redeemable preference share ownership to no more than 5%, the shareholder base is
relatively widely spread across the 300 supplier shareholders.

The Top 20 supplier shareholders account for approximately 33% of Redeemable
Preference shares on issue.

4.8 Dividends

The following table sets out dividends paid over the past five (5) financial years. The
dividends exclude distributions in relation to Bega consideration for the 70% acquired in
2007.

Dividend payments have typicadlly been made in the financial year following the trading
performance to which the dividend declaration was made by Tatura Directors.

Dividends paid to Redeemable Preference shareholders have varied significantly
reflecting the frading losses after tax in the FY07 and FY0? periods. The losses were primarily
driven by:

+  Extensive write downs in the carrying value of the canning plant in FY07;
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* Fnance costs were high in relation to EBIT over the FY07 to FY09 periods; and

+ Trading conditions were difficult in FY0? due to GFC impacts on dairy
commodity prices.

In the FY10 and FY11 periods, dividend payments increased substantially, driven primarily
by:

« FY08 was a relatively profitable year, buoyed by sharp increases in dairy
commodity prices leading fo relatively large dividend paymenis in FY0?;

+ The infroduction and payment of volume-based dividend to suppliers in the
FY10 and FY11 pericds;

+ The significant reduction in debt levels leading to increased available free
cash for dividend payments; and

* The impacts of improved working capital management and frading margins
generally, leading to increased avdilable free cash for dividend payments.

Dividends Paid
$000s
FY Ended 30 June
Dividends per Share
Ordinary Shares - Bega - - 2,841 852 1,137
Redeemable Preference Shares ?57 - 1,933 08 409
Total Dividends Per Share 957 - 4,774 1.161 1,546
Volume Based Dividends - - - 1,000 4,250
Total Dividends Paid 57 - 4774 2181 5756
Total RPS Dividends F57 = 1.933 1,308 4,659

Source: Tatura Statutory Accounts

The Tatura Constitution states that Redeemable Preference shareholders rank ahead of
Crdinary Shareholders in relation fo dividend paymenis (Refer Cl 5 (1) (a). However,
dividends declared and paid in the past 5 years have been paid equally to both classes of
shareholders.
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5. Assessed value of Tatura

5.1 Definition of value

The “fairness™ assessment requires consideration of whether the assessed offer price under
the proposal to the Redeemable Preference shareholders exceeds the value of those
shares.

There is no definition of “value™ which applies to Section 640 of the Corporations Act.

In assessing the value of the Redeemable Preference shares we have determined the
value of those shares in the presence of the current ownership arangements, sirategy and
operational performance and then considered the value increment which might be
available to Bega or an alternative purchaser to arive at the potential control premium
which Redeemable Preference shareholders might expect in the presence of an
acquisition.

RG111 specifically excludes the notion of “special value” which may be available fo a
particular party.

5.2 Valuation method and approach

Value Adviser Associates has selected the capitalisation of future maintainable earnings
method fo assess the fair market value of the Tatura shares. We have ouflined a number
of commonly used valuation methods in Appendix 2 - Valuation methods.

In selecting this method as our primary valuation method we have considered the
following key points:

1. The confinuing businesses and operations of Tatura are well established and
expected to be profitable;

2. The discounted cash flow method is offen considered to be a more robust
valuation method. However, in this case information considered essential o the
application of the discounted cash flow method, such as long-term financial
forecasts, is not available; and

3. There are a number of other listed entities operating in the agri-food sector that
provide information to apply the capitalisation of future maintainable earnings
approach.

When applying the capitalisation of earnings method, we have derived the value of 100
percent of the shares based on the following procedures:

1. Forming an assessment of the future maintainable earnings (EBITDA) of Taturag;

2. Assessing a range of appropriate capitalisation multiples, having regard to
comparable companies and transactions and other matters specific to Tatura;

3. Calculation of the enterprise value of the Tatura business;

4. Consideration of any other assefs, liabilities, contingent liabilities and interest
bearing liabilities of Tatura; and

Scheme booklet| Page 145



\/ A\

5. Calculation of the value of 100 percent of the Tatura shares and the value per
share on a fully diluted basis.

We have adopted earmings before interest, tax, depreciation and amoriisation ["EBITDA"]
as the earnings base for our analysis as:

1. The depreciagtion policies adopted by comparable companies may be
inconsistent;

2. Amaortisation expense, which is drhven by goodwill acquired and the intangible
assets recognised in the statement of financial position, can be significanily
different across comparable companies; and

3. Different gearing levels of comparable companies impact on the interest expense
of these comparable companies. Use of EBITD A remaves this difference.

As noted below, prior to finalising our valuation conclusion, we gave consideration to the
reasonableness of our valuation range by comparing the valuation range to the multiples
implied in similar recent fransactions. As we address later, most were affected in an
economic climate that was quite different io the cumrent volatile economic conditions
making the use of these muliiples questionable. We examine the implied price fo book
value of equity as a cross-check.

5.3 Future maintainable earnings

5.3.1 Normalised EBITDA

The table below summarises the normalised EBITDA from FY07 to FY11.

The EBITDA normalisation adjusiments are applied to eliminate any non-core

earnings/expenses which are not expected to be sustained in the longer term. The
adjustments have been based on our discussions with management.

Based on management representations, there are no material normalisation adjustments
required for FY10 or FY11.

Tatura Mik Industries
M aintainable Eamings Esfimate

$000s
Actual
Fnancial Year Ended 30 June 2008
Revenue 249,005 | 340317 | 310523 | 271.241 | 312318
Annual Growth 7% -9% -13% 1.5%
EBITDA 13.677 29,615 6,049 225707 23,074
Annual Growth 117% -80% 277% 1%
Less Gainson Sale of PP&E = 1613) (448} (129} =
Less Gains on Disposal of NCA (47) - | 543) = #
Normalised EBTDA 13.634 29,003 4.477 22711 23.076
Annual Growth 113% -85% 407 % 2%

Spurce: Taturs Annuel Reposts, W anagement DISCUSSI0ns
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5.3.2 Key EBITDA drivers

The 5 year period reviewed illustrates a significant level of volatility in normalised EBITDA.
The key drivers of the EBITDA volatility were as follows:

* Production volumes and mix — since FY0? there has been a change in product
mix fowards higher value segmenis such as infant formula. Milk and cream
processing volumes have been reduced materially since FY10;

« Commeodity prices — a peak occurred in FY08 followed by a sharp decline in
FY0? and gradual increase in FYT0-FY11;

« Changes in the value of the Ausitralian dollar (in particular increases against
the US dollar); and

s Farmgate input prices — followed similar frends o commaodity prices.

Capacity constraints are likely to contain volume driven growth in the medium term and
as such, EBITDA sustainability is most likely to be driven by commodity prices (local
farmgate and global prices) and product mix.

Current indications are that FY12 market prices are likely o be in line with FY11. The
sirategy for FY12 is fo continue the focus on the production and marketing on higher
margin segments fo maximise returns on resirained capacity.

The table below summarises key revenue and normalised EBITDA performance relative to
the key Tatura operating meirics.

Tatura Mik Industies

Key Trading Metrics
$000s
Actual
Fnancial Year Ended 30 June 2007 2 2009
Revenues 245005 | 340317 | 310,523 | 271241 | 312314 | 2056480
Nommalised EBITDA 13,634 20.003 4477 2271 23.074 18.581
Milk Intake - Millions Litres 398 452 417 368 344 w5
Sales - Manfuactured Products - Tonnes 49,190 79,661 90,559 82,650 68,457 74,104
Sales - Milk & Cream - Tonnes 24,730 20,670 32.637 59716 34,407 34,336
Sales Total - Tonnes 85,149 100,351 123196 | 142386 | 102886 | 111.386

Commeodity Seling Prices (Oceania - Ann. Av e}

WP - USD Tonne $ 2890 |3 4669 | 3 2447 | % 3785| $ 3780 | § 3434

SMP - USD Tonne $ 2986 |3 4375| 9 2388| § 2904 | $ 3445 | § 3220

Butter- USD Tonne $ 1925 |% 3672 % 2576| § 3338 | § 4507 | § 3244

Cheese - USD Tanne $ 2876 |% 5033 |5 3375| % 3.478| $ 4217 | § 3840
Famngate Prices

Victoria - $/k.g Mik Solids $ 432 |% 468|3% 574|% 449 | § s553| % 524

Australia - $/¥g Milk Solids % 457 |8 448| % 544| % 498| 3% s580| 3 553

Sowrce: Tatws Statutory & Mansgement Accounts, Dairy Australia, Bioomberg
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5.3.3 Assessment of maintainable EBITDA

Based on the recent historical normalised EBITDA, VAA has assessed the maintainable
EBITDA to be in the range $23m - $24m p.a.

Current market dynamics suggest that recent performance is likely to be a reasonable
guide for future maintainable earnings however there has been considerable volatility
over the period 2007 to 2009. This assessment factors the following considerations:

* Farmgate prices may be stabilising fowards the $5.00 - $5.50 per Kg of milk
solids into the medium term which is consistent with the recent 5 year average;

* Farm profitability appears to be improving and reliance on herd feed has been
reduced significantly following the end to the long running drought suggesting
viability of supply at recent farmgate prices;

* Incidents of suppliers switching fo alternate processors has been low and milk
supply is expected to remain strong (subject to Tatura market prices being
competitive);

+ Commeodity prices have rebounded over the past 20 months and are relatively
consistent with the 5 year average (with the exception of butter which is
currently trading at higher levels); we note that global markets remain
relatively volatile;

s Tatura's customer base remains relatively loyal thereby implying no major milk
supply shocks;

+ There remains a significant threat that new infant formula capacity may be
added in Tatura's important Asian markets resulting in increased compsetition
suggesting pressure on prices;

+ Production constraints are likely to be an important limiting factor to growth
over the medium ferm;

+ The business is exposed to volatility in output and input prices which has led fo
volatility in EBITDA in the past. This EBITDA volafility is expected to confinue;
and

+ The business is operating close to full capacity leading fo a low expectation of
volume growth. This is being addressed in cream cheese by planned capital
expendifure however otherwise the upside is restrained.

5.4  Capitalisation multiple

In forming our assessment of an appropriate range of capitalisation muliiples fo apply in
our valuation, we have had regard to the trading multiples of listed companies in Australia
and overseas.

An overview and analysis of each of the comparable companies is set out in Appendix 3.

We have also considered multiples implied by comparable transactions observed for dairy
and related indusiries.
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5.4.1 Trading multiples

The following table summarises the frading multiples of comparable companies as at 7
October 2011.

Comparable companies to Tatura have been classified in three groups:
1. Awustralian dairy companies — Bega and Warrnambool Cheese and Buiter ["WCB"];

2. Other small / medium sized companies involved in the production and export of
food related products — Patties, Tassal and Goodman Felder; and

3. Small / medium sized overseas dairy companies up to approximately $1bn AUD
market capitalisation — Robert Wiseman Dairies, Dairy Crest Group, Emmi, and
Bongrain.

Manet Enterpese EBITDA Saes Sales
Capitgisation  Met Debt valse EBTDAMUTDlE Margn  Growin CAGR
ASm ASm Agm Ladi] Friz i FYI0-FY11 _ FYO&-FY11
| Austrafian Dairy
Waomamboo! Cheese and Butter Austraia 213.0 s 2355 54 &1 5.4% 21.1% -1.3%
Bega’ Austraia 213.4 108.1 3217 59 5.5 57% 13.0% 10.3%
Mean 57 59 0% 170% 45%
(Cther Ausiralian Agricuffural / Food
Patties Austraia 2130 |7 waz 7.4 &7 17 0% 10.2% 9.5%
Tosal Austraia 213.4 854 3009 5.1 47| 25.5% 4.6% -8.2%
Goodman Feider Australiia 4833 833.5 1.566.8 43 4.3 T4.5% -37% -1.5%
[Mean 56 5.2 T2.3% .88 0o
WMean Austrolon Compamabies 58 5.5 T4.4% SO 1.8%
[Evropean Dairy
Robert Wiseman Daiiss United Kingdom 37448 176 Ir22 ar 45 [ -RFE -3.2%
Dairy Crest Group United Kingdom 7428 015 12443 53 5.4 BF% -13.8% -e.7E
Ennimi Switzerang 1.077-5 2716 13681 55 5.3 B3% TR 0.6%
Bongrain France 1,125.8 6130 17386 52 4.5 6.4% 1.4% -5.5%
mMean Cvereas Comparabies 48 51 7.4% -3.5% -4.5%

Sowrce: Spomberg, Company ACCounts, Vaive Adviser Associores Analysis
| Bego's EBTDA and Debt has been adjusted for investments in WCS and ©CGF

Trading multiples were adjusted for historical one-off income and expenses, as well as any
non-operating income and expenses.

Bega owns 16.1% (as of 28 September 2011) of WCB which is not consolidated in Bega's
accounts (and therefore earnings atfributable 1o Bega from WCB is not included in Bega's
reported EBITDA) and 25% of Capitol Chilled Foods Australia, which is accounied for as a
joint venture therefore Bega's share of its EBITDA is reflected in the Bega's accounts.

The value of these investments is reflected in the share price. To ensure consistency in the
EBITDA and enterprise value numbers we needed fo include a share of WCB's EBITDA in
Bega's EBTIDA and add a share of WCB's debt o Bega's debt.

Historical (FY11) EBITDA multiples for Ausiralian comparable dairy companies (WCB and
Bega) were in the range of 5.6x to 5.9%, with an average of 5.7x.
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The multiples for Patties, Tassal and Goodman Felder varied considerably more than the
two dairy comparable companies. As example, Patties' FY' 11 multiple of 7.4x is significantly
higher than Goodman Fielder at 4.3x.

Patties multiple is expected to be higher due its highly recognisable brands (including
Four'n'Twenty, Patties, Herbert Adams, and Nannas) and strong recent sales growth —
between FY08 and FY11 growth (CAGR) was 9.5% p.a., compared with {8.2)% for Tassal
and (1.5)% for Goodman Fielder.

However, the overall historical average was 5.6x for Pafties, Tassal and Goodman FHelder,
which is similar fo the historical average for WCB and Bega of 5.8x.

The European dairy companies had an EBITDA multiple in the range of 3.7« to 5.5x, with an
average of 4.9x.

Robert Wiseman's historical EBITDA multiple is significantly lower due fo a recent substantial
fall in share price affer management lowered eamings forecasts due to increasing
competition and customer pressure from the large supermarket chains. Excluding Robert
Wiseman from the European historical average increases the multiple o 5.3x but this still
implies an approximate 9% discount for European dairy EBITDA multiples versus Australian
dairy EBITDA multiples. This is may be due to lower growth expectations, as while EBITDA
margins are similar (af or around 7%) for Australian and Europe, historical sales growth in
Australia has been significantly stronger than it has been in Europe.

Across all comparable companies (excluding Robert Wiseman) the historical multiple was
5.5x. It was slightly lower at 5.4x for the forecast year FY12, reflecting only limited
expectations for EBITDA growth.

We consider the historical averages more appropriate for the purposes of this valuation,
as:

» The Australian comparable dairy companies do not publish forecast earnings;
and

» There is limited coverage by analysts to which incorporates an adequate
sample of earnings forecast estimates as most of the comparable companies
are small o medium sized. Assessed trading multiple for Tatura

Value Adviser Associates has assessed Tatura’s EBITDA multiple to be in the range of 5.5x fo
5.9x. Qur assessed mid-point value is 5.5x%.

The high end of the range relates to Bega's historical EBITDA multiple on an historical basis,
a closely related peer. However, we observed that the historical sales growth for Bega
and WCB was higher than it was for Tatura (3-year CAGR) suggesting a lower muliiple is
appropriate.

The other relevant peers, including overseas comparable companies’ exhibit lower
historical growth. Therefore our lower-end assessment of fthe multiple considers the
average across all peers of 5.5x. This lower end of the range incorporates reduced
expectations for EBTIDA growth.
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5.42 Reflection of control premium

In assessing an appropriate earnings multiple to apply in respect to the valuation of Tatura
we have had regard to the following key points:

1. The tfrading multiples in Section 5.4.1 are based on the market price for minority
share-holdings and typically do not include a full premium for control. The frading
multiples may reflect a component of a control premium if there is speculation that
an acquisition is imminent. For example there has been newspaper speculation
that Bega may make a bid for WCB however this has been rigorously denied by
Bega. A premium for confrol is applicable when the acquisition of control of a
company or business would give rise to benefifs such as:

a. The ability to redlise synergistic benefits arising from merging the targef
company’s operations with those of the acquiring entity;

b. Improved stand-alone operating performance arising from changes in
governance, corporate, business and / or operating strategy; and

c. Access fo fax benefits.

2. The expected benefits of a paricular acquisition are circumstantial. It will not only
depend on the expected size of the benefits of the nature described above but
also on such factors as the likelihood of a competitive offer, the bargaining power
of the parties involved. Evidence from studies indicates that the average control
premiums on recent successful acquisitions (last 5 years) have been in the range of
20% to 30%¢ while the range has been from discounts in excess of 100% and
premiums in excess of 100%. The evidence also suggests that control premiums
vary significantly and in some circumstances are actually negative. The evidence
cited, and more broadly, shows that premiums in stock offers are lower than cash
offers;

RSM Bird Cameron report an average premium of 30.7% for successful takeover
offers and schemes of arrangements between 1 July 2005 and 30 June 2010 for
companies listed on the ASX.7 The premium is assessed relative to the share price
20 frading days prior o the announcement of the offer. They describe the
average confrol premium as falling in the range of 20% - 30% above the pre-offer
share price of the target company.

However, as noted, there is a wide range of control premiums paid as is evident by
the staterment in the RSM Bird Cameron report:

“Confrol premiums ranged significantly with discounts in excess of
100%, to premiums in excess of 100%. However the distribufion of
confrol premiums followed a bell shaped curve with the majority of
confrol premiums between 0% and 50..."¢

This wide range makes it challenging to use empirical data as a cross check for
assessing fairmess of an offer although it appears common for valuers to refer to the
average Qs a cross check.

4 See RSM Bird Cameron “Control Premium Study” and Appendix é
7 RSM Bird Cameron “Control Premium Study™,
8 Op cit p3
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3. ASIC Regulatory Guide 111 requires the independent expert fo value 100 percent
of the target and therefore incorporate a premium for conirol;

4. In considering confrol premiums in relation fo Tatura, we have considered the
specific terms of Tatura's recent improved operating performance and the
relatively limited scope for further improvement (also see the discussion in Section
4.4). In particular, we have had regard to profit improvements arising from:

Lower purchasing costs;

Milk optimisation;

Quality and environmental improvements;
Revenue synergies; and

Changes in Management and governance.

5. We have also had regard to the relatively lean corporate overnead structure in
place at Tatura and note that there is not significant potential for profit
enhancement from overhead cost synergies.

Further discussion of the conirol premium for assessing fairmness and reasonableness is
provided in Appendix 6. As a consequence of the above factors and the requirements of
ASIC Regulatory Guide 111, we believe it appropriate fo reflect a premium for control info
our valuation of a 100% interest in Tatura. However given the improvements in Tatura's
operating performance in recent years and its current state of operating efficiency and
low brand value as a commodity manufaciurer, we are of the view that a conircl
premium in the range 10 — 20% is appropriate. This is below the range of average
premiums of 20% - 30% for the reasons described abave. We expect this fo be the case
regardless of bidder.
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55 Net debt

As at 30 June 2011, gross debt for Tatura was $12.725m, or $10.945m net of cash and
equivalents. The components of the debt are summarized below.

Tatura Milk Indusines

$000s FY10 Fri1
Short-term bomrowings
Bankloans 147 &6
Lease kabilities 1,205 659
Rural Finance Caorporation loan 4,020 -
Trade debior facility 21,500 12,000
Total short-term borrowings 26,872 12,725

Long-ferm bomrowings

Lease labilties 659 -
Rural Finance Corporation loan 4,000 -
Total long-term borrowings 6,659 =
Total borrowings 33,531 12,725
Cash and eguivalents 8.915 1.780
Net debt 24,416 10,945

Source: Tatura statutory Accounts
As at 30 June 2011, the majority of Tatura's debt relates to the trade debtor facility.

Tatura's debt levels vary significantly throughout the year due to the seasonal nature of
the group's sales, which in turn lead to a seasonal build-up and release of working capital
levels throughout the year. We note that cash levels, and therefore the net debt position
also likely vary throughout the year.

Debt levels have fallen significantly from FY10 to FY11, primarily due to a reduction in the
required frade debfor facility. This was largely a result of better working capital
management and profitability as discussed in this report. In addition, long-term bomrowings
which relate fo the Rural Finance Corporation loan and lease liabilities, were paid down
during the year.

5.6 Additional compliance / regulatory capital expenditure required

Tatura management has outlined the need for additional capital expenditure in the near
term to ensure that Tafura continues to meet its regulatory obligations for safety and the
environment. We note that this forecast capital expenditure is significantly above cumrent
levels of depreciation.

A large component of the planned capital expenditure is necessary for the continuing
operations of the business and is deemed necessary to ensure that future maintainable
earnings are achievable. This will not add fo sales growth or earnings in the future.
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This regulatory capital component of planned capital expenditure has been deducted
from our assessment of Tatura's Enterprise Value on the basis thaf this is a once-off
investment. In this regard, $10.0m has been deducted as outlined in the table below.

LE16 BUDGETC

Budget Capex - FY12 A$m

Regulatory & Compliance capex

Env ironment 2.5
Safety 1.0
Site related 59
Other 0.6
Total regulatory capex 10.0

Product / growth capex

Town water storage 1.0
Safety 0.3
MNutrtionals 1.5
Cream Chesass 6.4
Total product / growth capex 7.2

Source: Tatura Management
5.7  Surplus assets/liabilities

For the purposes of the valuation, surplus assets/liabilities are defined as assets/liabilities
that are either not required by a business to generate the forecast earnings, or are assets
that are owned by a particular entity where the economic benefits associated with
owning those assets are being enjoyed by other enfilies. To qualify as a surplus
asset/liability, the asset/liability must represent an operating asset/liability in excess of the
current and prospective operafing requirements of a business, and there must be an
ability to liquidate the excess asset/liability.

Based on our consideration of Tatura's Balance Sheet and discussions with Tatura
management we understand the company does not have any surplus assets (cash and
cash equivalents have been netted against gross debt).

However, we do note that the company has deferred tax assets which could be viewed
as a surplus asset.

5.7.1 Deferred tax assets

The value of the deferred tax assets is $10.629m as at 30 June 2011. This reflects the
expected tax benefit of carry forward losses of Tatura.

We understand that these losses related o the deductibility of dividend and capital under
the cooperative structure and will not be available to offset against Bega's earnings if it
elects to consclidate for tax purposes after implementation of the Scheme should it be
approved.

For the purposes of the valuation, it is Value Adviser Associates opinion that observed
comparable EBITDA multiples incorporate the benefit of franking tax credits. As the
payout ratio of peers is approximately 50%, we believe that approximately 50% of the
value of the carry forward losses is already included in comparable company multiples.
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By way of further explanation, if the tax losses were not available to Tatura then it would
pay more tax on a given level of earnings but be able to pay franking tax credits reflecting
this additional tax. With the tax losses it will pay less tax thereby foregoing the associafed
franking tax credits. An issue arises as to the value of the credits however their value will
be reflecied in the multiples used. To include all the tax losses on the balance sheet would
involve an element of double counting.

We have therefore added a value of $5.315 for the camy forward losses to our assessment
of the enterprise value of Tatura. This represents half of the tax loss reflecting evidence
that franking tax credits are nof fully valued.

To the extent that these tax carry forward losses are not able to be utilised by Bega's or an
alternative purchaser's consolidated tax group, this asset would not be reaglised.
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58 Assessed value of Tatura

Value Adviser Associates has assessed the value of 100 percent of Tatura to be in the
range of $3.05 to $3.78 with the inclusion of @ conirol premium. This is outlined below.

Valuation Summary Low High
Value of TMI Equity

TMI Future Maintainable Eamings (EBITDA] ($m) 23.0 24.0

TMI EV / EBITDA Multiple 5.50 570
Enterprise Value of TMI [$m) 126.5 141.6
Plus

Value of Defered Tax Assets ($m) 53 5.3
Less

ret Debt [$m) (10.%) (10.9)

Additional regulatory capex ($m) (10.0} (10.0)
Value of Total TMI Equity on a going concem basis ($m] 1108 126.0
% To be Acquired by Bega 30% 30%
Value of 30% of Equity on a going concem basis ($m) 333 37.8

Number of RPS on issue 12,009,508 12,009,508
TMI equity value per RPS on a going concem basis $ 277 § 3.15

Assessed conirol premium 10% 20%
TMIequity value per RPS on a confrol basis $ 305 S 378
Value of 30% of TMI Equity on a control basis ($m) 36.6 453

As noted in Section 5.4 the assessed valuation reflects the value of 100% of Tatura shares
inclusive of a premium for control. This is in accordance with the requirements of ASIC
Regulatory Guide 111.

It should be noted that the achievement of a value at the upper end of the range would
require a buyer fo have a favourable view of a number of factors which will include the
future performance of Tatura; these may include:

1. The extent of potential additional synergies that may be capable of being redlised;

2. The existing plant capacity limitations that would prohibit material growth in
volumes;

3. The voldtility in historical EBITDA; and

4. Changes in market conditions including commadity prices, foreign exchange rates
and the global economy generally.

5.9 Valuation cross checks

We have considered the reasonableness of our valuation derived using the capitalisation
of earnings approach using comparable transactions and price to book rafios.
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5.9.1 Transaction Multiples

The following table summarises the multiples of comparable transactions within the Dairy
and related food sector in Australia over the past decade:

Announced

Total Value

Target Name Acquirer Name Afm
Oct-2008 ACF / Dairy Famers Mational Foods £75 12.5
MNov-2007 MNational Foods Kinn Holdings Co 2,800 15.5
Dec-2005 New Zealand Dairy Foods Goodman Felder 721 13.3
Jun-2005 Bonlac Foods Fontera Co-operative Group 170 A
Dec-2004 MNational Foods San Miguel Comp 1,942 13.1
Nov-2001 King Islkand Co National Foods 89 149
May-1998 Pauls Lid Pamnalat Fnanziana SpA 503 8.8

Source: Bloomberg, Value Adviser Associates Analysis

The range of fransaction multiples varies significantly accounting for particularities of each
transaction, including the nature or atiractiveness of the assets being acquired, the
competitiveness of the bid process, and the potential for realisation of synergies when the
two businesses are combined.

It is our assessment that these multiples are well above the multiples relevant to the Tatura
transaction, as:

1. the above fransactions represented significant opportunities for synergy benefits
whereas there are limited synergy or performance improvement benefits available
in the case of Tatura ;

2. in confrast fo Tatura, some of the above targets include strong brand names such
as the brands owned by National Foods as well as the King Island brand. Such
companies can be expected to attract higher mulfiples; and

3. market frading multiples for non-controlling (or going concern) interests have fallen
considerably over the past 10 years. This is illusirated in the chart below which
shows that market price-earnings multiples were nearly twice the levels currently
observed when some of the above transactions took place.
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GRAPH 3. HISTORICAL PE RATIOS FOR THE AUSTRLIAN SHAREMARKET

Low and high P/E periods for the Australian sharemarket (x) 25

Australia trallmg P/E (LHS}

J ”l I.m 20

—v v 'r"jﬂw
LOW P/E
1971 1981 1991 2001 2011

SOURCE: U85

Source: Ausfralian Financial Review, 19 October 2011

5.9.2 Market to book ratios

The following table summarises the market to book ratios as at 21 October 2011, i.e. market
capitalisation of equity to book value of equity, of the Australian comparable companies
used to assess the EBITDA mulfiple.

TABLE 19 MARKET TO BOOK RATIOS FOR COMPARABLE COMPANIES

Market Cap to
Book Equity
21/10/11
Tatura (without control premium) - mid point 1.1
Wamambool Cheese and Butter 1.4
Bega 1.0
Patties 1.8
Tassal 0.9
Goodman Felder 0.7
Average (excl Tatura) 1

The market to book ratios are consistent with the commentary on the EBITDA multiples in
section 5.4.1. For example, Patties Foods has a relatively high multiple as might be
expected for a company with well-established branded products.

The assessed ‘market to book' ratfio arising from our valuation of Taturag is the same as the
average for the comparables and marginally above that for Bega. This suggests that the
valuation range is reasonable.
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. Evaluation of the Proposal
6.1 Fairness

In our opinion, the value of Tatura on a control basis is in the range of $3.05 to $3.78 per
Redeemable Preference share, fully diluted. Our valuation range represents the
underlying value of the Tatura equity of $122m to $152m on a controlling basis or $37m to
$45m for the 30% inferest.

We set out our valuation of Tatura's shares relative to the Proposal below,
4.1.1 Value of the Proposal

The chart below outlines the valuation considerations that have informed VAA's opinion
that the proposed scheme is fair and reasonable. As noted, the Proposal is assessed to
have a value in the range $3.40 - $3.58 per Redeemable Preference share as shown in the
first colurnn in the chart. This range falls within the range of assessed values of the
Redeemable Preference shares on a fully controlled basis of $3.05 - $3.78 per Redeemable
Preference share.

If the control premium included in this range is removed then the value of the
Redeemable Preference shares represents a ‘trading value’. VAA assesses the value per
share to be in the range $2.77 - $3.15. However since the shares are not listed and can
only be redeemed under the cumrent constitution, the only alternative for the Redeemable
Preference shareholders is o redeem them for $1 per share as shown in the last bar in the
chart.

GRAPH 4. HISTORICAL PE RATIOS FOR THE AUSTRLIAN SHAREMARKET
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The range of values of Redeemable Preference shares places the value of the Proposal, in
total, in the range $40.8 - $43.0m for the 30% of Tatura. This compares favourably with a
value of Tatura without the control premium in the range $33.3 — $37.8m. The premium
being paid is therefore in the range 14% - 29%.

TABLE 20 SUMMARY OF BEGA PR

Valuation Summary Low High
Value of Bega Offer
VWAP of Bega shares since listing $ 1.70| % 1.79
Conv ersion ratio 2.0 2.0
Value of Offer per Tatura RPS $ 3.40| % 3.58
Number of RPS on issue (m) 12.0 12.0
Value of Offer ($m] 40.8 43.0

6.1.1.1 Bega share price

Qur assessment of the value of the Proposal is based on the assumption that the Bega
share price since listing is the best estimate of the value of Bega's shares.

In this regard we note that Bega is only recenily listed. As a conseguence we have
examined relative trading volumes and various market value ratios relative to other
companies in its sector and have formed a view that we can reasonably rely on recent
frades to represent the value of Bega. We found no impediment to the shares fradingina
well informed and well attended market and therefore the price should be representative
of the underlying value of Bega.

The chart below illusirates the daily fraded volume as a percentage of the free float of
Bega versus peers. This highlights that Bega's shares frade with similar liquidity to other
similar sized and large comparable companies.
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The upper range of the value of Bega's shares was derived from the VWAP for the period
of 26 August 2011 through to end of 21 October 2011. We have excluded the first week (5
trading days) of trading in Bega shares post-isting to eliminate any trading ‘noise’ that
may have existed immediately after the listing date, as is vsually the case for IPO’s.
Otherwise the data represents the trading history of Bega.

This resulted in a VWAP of $1.79.

The chart below shows Bega’s share price versus the ASX 200 (which has been re-based o
Bega’s share price) and Wamrnambool Cheese and Butter [*“WCB”].

GRAPH 6. BEGA SHARE PRICE 26/08/11 TO 01/11/11 VERSUS ASX200 AND WCB
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Bega’s shares were put on a frading halt prior fo the announcement of the Merger
Implementation Agreement. The price when the halt commenced was $1.77. The
announcement of the agreement was 4th October 2011. While there were irades on that
day with a closing price of $1.77 we cannot be sure whether they reflect the market's
assessment of the impact of the agreement on the value of Bega. In any event the share
price closed at $1.70 on the following day (5 October 2011) and has varied around that
price up o our last price observation on 21 October 2011. The VWAFP from 5 October 1o 21
October was $1.70 and this has been used as the lower bound of the price range for
Bega’s shares when assessing the value of the Proposal.?

We are of the view that the price after announcement of the detqils of the Proposal
reflects the likely value of the combined entity post successful completion.

6.1.1.2 EBITDA Multiple Cross-check to the Bega share price
As a cross-check to the share price of Bega post announcement of the Merger

Implementation Agreement outlined above, we have also examined the EBITDA mulfiples
of Bega versus ifs peers.

7 subsequent to complefing our analysis we note that the VWAP to 1 November 2011 remained at $1.70
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As discussed in section 5.4.1, Bega's historical (FY11) EBITDA multiple is 5.9x, or 5.8x on FY12
forecast EBITDA. We have also estimated that post implementation of the Merger (i.e. post
100% consolidation of Tatura), the historical mulfiple of Bega will be slightly lower at 5.8x on
a historical basis.

This is in-line with Bega's closest peer WCB, which trades on a historical FY11 EBITDA
mulfiple of 5.6x or 6.1x based on forecast FY12 EBITDA.

Bega’s frading mulfiple is also consistent with other related agricultural / food sector
companies in Ausiralia, as highlighted in section 5.4.1. The multiples for Patties, Tassal and
Goodman Felder varied between 4.3x and 7.4x (average of 5.6x) on a historical basis and
4.3x and 6.7x (average of 5.2x) on a forecast basis. This is enfirely consistent with the
observed multiples for Bega of 5.9x to 5.8x.

Therefore, given that Bega's share price reflects the particularities of Bega, we concluded
that the share price was the most appropriate basis for the value of the Bega shares.

6.1.2 Assessment of the Proposal relative to Tatura's value on a control basis

Our assessment of the value of Tatura on a controling basis is $3.05 fo $3.78 per
Redeemable Preference share.

The Proposal estimate of $3.58 per share is within our valuation range, and above our mid-
point therefore we conclude that the Proposal is fair fo Tatura Redeemable Preference
shareholders.

In the absence of a higher offer or the expectation of a higher offer, Tatura shares would
be valued without a premium for conirol in the event that the Proposal is not approved.
However Redeemable Preference shareholders can only ‘sell’ their shares at the
redeemable value of $1 per share consequently this value assessment is not realisable
currently.

The estimate of value for Tatura is based on the valuation parameters of comparable
companies that have liquid and well-attended markets. To realise the assessment of the
value of the equity on a going concern basis of $2.77 to $3.15 (no control premium), Tatura
Redeemable Preference shareholders would need to undertake an IPO process similar to
that recenily underiaken by Bega shareholders. This process would likely result in Tatura
shareholders incurring listing cosis which could be of the order of 5-10%. This alternative is
not as atfractive as the Proposal.

6.2 Reasonableness

ASIC Regulatory Guide 111 states that an offer is reasonable if it is fair. An offer may also
be “reasonable” if, despite nof being “fair”, there are sufficient reasons for security holders
to accept the offer in the absence of any higher bid before the close of the offer.
Notwithstanding that we have assessed the offer as being ‘fair’, and therefore
‘reasonable’, we have also given consideration to factors affecting the reasonableness of
the Scheme.

ASIC has identified the following as some of the factors which an expert might consider
when deciding whether a bid is reasonable:

1. The bidder’s pre-existing voting power in securities in the targef;

2. Other significant security holding blocks in the target;
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3. The liquidity of the market in the target's securities;

4. Taxation losses, cash flow or other benefits through achieving 100 percent
ownership of the target;

5. Any special value of the target to the bidder, such as particular technology, the
potential to write off oufstanding loans from the target;

6. The likely market price if the offer is unsuccessful; and

7. The value to an alternative bidder and likelihood of an alternative offer being
made.

6.2.1 Assessment

We have considered the specific circumstances of Tatura having experienced
improvements in operating performance in recent years. The assessment of the valuation
of Tatura reflects the Board approved cumrent strategies and operations. It is evident that
all shareholders have benefitted from the changes that have been implemented.

We note that Tatura has potential camy forward losses of $10m in its balance sheet
however we are advised that these can only be accessed by Tatura as a non-tax
consolidated entity. A noted earlier, the impact of these has been factored info our
assessment of the value of the Tatura business.

We are of the view that the Proposal provides a conirol premium towards the upper end
of a reasonable range and there is unlikely to be any special value beyond this.

Other bidders, in the event they were fo emerge, may be able fo realise special value
from the acquisition of Tatura shares. However an acquisition would require a change in
the Tatura constitution. This could be blocked by Bega should it choose to do so.

The intension to acquire the remaining 30% was formally announced in the IPO prospectus
issued by Bega and dated 18 July 2011 and appeared in the press. No alternative offer
has surfaced in the elapsed time before or since. Further Bega holds a substantive
blocking shareholding thereby making it challenging for an alternafive bidder to be
successful if Bega elected to do so.

Should the Proposal be voted against, Tatura Redeemable Freference shares can be
redeemed for $1. Under the Constitution as it stands, this means the assessed value as a
going concern cannot be easily realised.

We understand that Redeemable Preference shareholders who accept the Proposal will
able to obtain scrip for scrip roll-over relief. Value Adviser Associates recommends that if
shareholders are in doubt as to the faxatfion implications relating to the Proposal,
shareholders should consult their own financial or taxation adviser.

Having considered the above factors we consider that the Proposal is both fair and
reasonable.
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Appendix 1 - Statement of qualifications and declarations

Value Adviser Associates is qualified to provide this report. It is the corporate authorised
representative of Capital Value Securifies, which holds an Australian Financial Services
Licence under the Corporations Act. The directors of Value Adviser Associates responsible
for this report have not provided financial advice to either Tatura or Bega in relation to this
takeover offer.

Prior to accepting this engagement, Value Adviser Associafes considered its
independence with respect to Tatura and Bega with reference to ASIC Regulatory Guide
112: Independence of experts. Prior to this engagement, Value Adviser Associates has not
acted for the Tatura Group (and ifs associated entities) or Bega Group (and its associated
entifies). In our opinion, we are independent of Tatura and Bega.

This report has been prepared specifically for the Redeemable Preference shareholders of
Tatura. Neither Value Adviser Associates nor any member or employee thereof
undertakes responsibility to any person, other than a shareholder of Tatura, in respect of
this report, including any errors or omissions howsoever caused.

The statements and opinions given in this report are given in good faith and the belief that
such statements and opinions are not false or misleading. In the preparation of this report
Value Adviser Associates has relied upon and considered information believed after due
inquiry to be complete, reliable and accurate. Value Adviser Associates has also relied on
various responseas from enguiries to Tatura management. Value Adviser Associates has no
reason to believe that any information supplied to it was false or that any material
information has been withheld from it. Value Adviser Associates has evaluated the
information provided fo it by Taturq, its advisors, as well as other parties, through inquiry,
analysis and review, and nothing has come to its attenfion fo indicate the information
provided was materially mis-stated or would not afford reasonable grounds upon which to
base this report. Value Adviser Associates does not imply and it should not be construed
that it has audited or in any way verified any of the information provided to it, or that its
inquiries could have verified any matter which a more extensive examination might
disclose. The information we have had regard to in the preparation of this report is set out
in Appendix 4 — Sources of information.

The information provided fo Value Adviser Associates has been evaluated through
analysis, enquiry and review to the extent it considered necessary for the purposes of
forming an opinion. Value Adviser Associates does not warrant that its enquiries have
identified or verified all the matters that a formal audit or due diigence may disclose.
Accordingly, this report and the opinions contained in it should be considered more in the
nature of a commercial and financial review rather than a comprehensive audit or due
diligence.

Tatura has provided an indemnity to Value Adviser Associates for any claims arising out of
any mis-statement or omission in any material or information provided fo it in the
preparation of this report. This indemnity does not relieve Value Adviser Associates from
liability to employee shareholders who rely on this report.

This report should be read in its entirety to ensure that no isolated statements, analyses or
ofther factors are construed out of context. The preparation of an opinion is a complex
process and subject fo professional judgement. The overall opinion is not to partial analysis
or summary.

Value Adviser Associates provided draft copies of this report to certain directors and
management of Tatura for their comments as to factual accuracy, as opposed to
opinions, which are the responsibility of Value Adviser Associates alone. Changes made to
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this report as a result of this review by the certain directors and management of Tatura
have not changed the method or conclusions reached by Value Adviser Associates.

Value Adviser Associates will receive a professional fee based on time spent in the
preparation of this report, estimated at A$70,000 (exclusive of GST). This fee is not
contingent on the outcome of the Proposal. Value Adviser Associates will not be entitled
to any other pecuniary or other benefit whether direct or indirect, in connection with the
making of this report.

Dr. Steven Bishop, a director of Value Adviser Associates, has assumed overall responsibility
for this report. He has over 40 years of relevant academic, commercial and advisory
experience and has professional qualifications appropriate to the advice being offered.

Mr. Michael Mileo, an employee of Value Adviser Associates, has also been involved in the
preparation of this report. He has over 25 years of commercial and advisory experience in
areas such as accounting and providing financial/valuation advice. Michael has
professional qualifications appropriate to the advice being offered.

In the preparation of this report Value Adviser Associates has had regard to relevant
Regulatory Guides issued by ASIC. Itis notf infended that the report should be used for any
other purpose than to be sent to the Tatura Redeemable FPreference shareholders . In
particular, it is not intended that this report should be used for any other purpose other
than as an expression of its opinion as to whether or not the Proposal is fair and reasonable
for the Tatura Redeemable Preference shareholders.

Value Adviser Associates consents fo the issue of this report in the form and context in
which it is included in the Explanatory Memorandum to be sent to the Tatura employee
shareholders.
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Appendix 2 - Valuation methods

There are a number of valuation methods available with which to value a project, a
business or the shares in a company. The principal methods used are:

1.

2.

3.

4.

5.

Capitalisation of earnings;
Discounted cash flow;

Net realisable value of assefts;
Market based assessments; and

Recent offers.

Each of these methods is appropriate in certain circumstances. The decision as to which
method to utilise generally depends upon the method most commonly adopted in valuing
the asset in question and the availability of appropriate information.

Capitalisation of earnings

The capitalisation of earnings method involves capitalising the earnings of a project, a
business or a company at an appropriate multiple, which reflects the risks underlying the
earnings together with growth prospects.

This method requires consideration of the following factors:

1.

Estimation of future maintainable earnings having regard to historical and forecast
operating results, abnormal or non-recurring items of income and expenditure and
other factors. Future maintainable earnings is generally based on net profit after
tax, EBIT, EBITA or EBITDA;

Determination of an appropriate earnings mulfiple reflecting the risks inherent in
the business, growth prospects and other factors;

Earnings multiples applied to net profit affer tax are known as price earnings
multiples and are commonly used in relation to listed public companies. Earnings
multiples applied to EBIT, EBITA or EBITDA are known, respectively, as EBIT, EBITA or
EBITDA muliiples, and are commonly used in respect of companies comprising a
number of businesses where debt cannot be precisely allocated or in acquisition
scenarios where the purchaser is likely to control gearing;

Adjustment for financial debt, in the event maintainable eamnings are based on
EBIT, EBITA or EBITDA; and

Assessment of any surplus assets and liabilities, being those which are not essential
to the generation of the fufure maintainable earnings.

This method is appropriate where a company or business is expected tfo generate a
relatively stable record of earnings.
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Discounted cash flow

The discounted cash flow method involves calculating the net present value of cash flows
that are expected to be derived from future activities. The forecast cash flows are
discounted by a discount rate that reflects the fime value of money and the risk inherent in
cash flows.

This method is particularly appropriate in valuing projects, businesses and companies that
are in a starf-up phase and are expecting considerable volatility and/or growth in earnings
during the growth phase, as well as businesses with a finite life (such as cil and gas fields).
The utilisation of this method generally requires management to be able to provide long
term cash flows for the subject company, asset or business.

Net readlisable value of assets

The net redlisable value of assets method involves the determination of the net realisable
value of the assefs of a business or company, assuming an orderly realisation of those
assets. This value includes a discount to allow for the time value of money and for
reasonable costs of undertaking the realisation. It is not a valuation on the basis of a
forced sale, where assets may be sold at values materially different to their fair market
value.

This method is appropriate where a project, a business or company is not making an
adequate return on its assets or where there are surplus non-operational assets.

Market based assessments

Market based assessments relate to the valuation of companies, the shares of which are
traded on a stock exchange. While the relevant share price could, prima facie, constitute
the market value of the shares, such market prices usually reflect the prices paid for small
parcels of shares and as such do not include a control premium relevant to a significant
parcel of shares.

An alternative market based assessment is the “merged and acquired company
method™°, which is based on the observed prices at which entire companies or operating
units of companies or significant interests in companies have changed hands. This
approach is most useful when there are no observable day-to-day trading prices of
relevant, comparable securities. It is, however, often harder o find data on mergers and
acquisitions.

The key principles o observe when applying the merged and acquired company method
include:

1. Identify companies which are reasonably comparable;

2. Consider transactions over a fairy long fime; and

3. Relate fransaction prices fo financial fundamentals that affect the value.
Recent offers

Where a recent genuine offer has been made for a company, business unit or asset, that
offer may be used as a basis for valuation of the company, business unit or asset.

10 praft, 5. “Valving a Business”. McGraw-Hill. 5th Edifion 2008. Chapfer 12
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Appendix 3 - Description of comparable companies

Below we show the Bloomberg descriptions for each of the comparable companies
selected for the analysis. Further detailed description and analysis of the comparable
companies is included in section 5 of the report.

Security

WCB AU Eguity

Name

WARRNAMBOOL CHEESE & BUTTER

Count
Australia

Description

Warmambool Cheese & Butter Factary Company
Holdings Limited manufactures cheese, milk powders,
whey protein concentrate, butier, cream and
packaged milk in Australia. The Company alsc
operates a retail store and restaurant called
CheeseWorld in Victoria.

BGA AU Equity

BEGA CHEESE LTD

Australia

Bega Cheese Lid. provides dairy food products. The
Company offers a variety of cheese products including
can, stringers, fingers, slice. whey powder, processed,
natural, and reduced fat cheddar cheeses. Bega
exports its whey powder to Asian countries. Bega alse
distributes its cheese products to intemational
commaodity markets.

PFL AU Equity

PATTES FOODS LTD

Australia

Patties Foods Lid. manufactures, supplies, and markets
frozen savoury and dessert products including pies,
pasties, sausage rolls, and fruit pies.

TGR AU Equity

TASSAL GROUF LTD

Australia

Tassal Greup Limited produces and markets Aflantic
salmon and ccean trout. The Company's product is
marketed under the Royal Tasman Salmeon brand. The
products are disfributed in Australia, Japan and other
internaticnal markets.

GFF AU Equity

GOODMAN FIELDER LTD

Australia

Goodman Fielder Limited offers a wide range of food
products. The Company offers food products that
include packaged baked goods, spreads, dairy
preducts, small goods, sauces, dressings, and
condiments and bulk and packaged edible fats and
oils and flour products.

RWD LN Equity

ROBERT WISEMAN DAIRIES

United Kingdom

Robert Wiseman Dairies Plc processes and distributes
milk. The Company operates dairies in Aberdeen, East
Kiloride, Glasgow. Manchester, and Droitwich Spa.

DCG LN Equity

DAIRY CREST GROUF PLC

United Kingdom

Dairy Crest Group plc manufactures and distributes
dairy products. The Group provides spreads, cheeses,
liquid products, and other fresh dairy products fo the
retail grocery sector. Dairy Crest's food services division
sells dairy products to catering outlefs, small businesses,
households. and food manufacturers. Brands include
Clover, Cathedral City, and Frijj.

EMMM SW Equity |[EMMI AG Switzerland Emmi AG is a Swiss preducer of dairy products. The
Company markets fresh milk, cream, butter, yogurt,
guark, pudding and an assortment of cheeses. Emmi
also produces a variety of fruit juices and iced tea.

BH FP Equity BOMNGRAIN 5A France Bongrain 5A manufactures and distributes cheese and

other dairy products throughout the world under the
brand names Caprice des Disux, Tartare, Alovette, and
many others. The Company also produces gourmet
food and provides catering services. It operafes sales
and production subsidiaries in Europe, the Americas,
Asia, and Australia.

Source: Bloomberg
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Appendix 4 - Sources of information
In preparing this report, we have had regard to the following sources of information:

Merger Implementation Agreement: Tatura Milk Industries & Bega Cheese Limited

Tatura Milk Industries Statutory Accounts FYO7 to FY11

Tatura Milk Industries Budget FYT1

Tatura Milk Industries Management Accounts FY0O8 to FY11

Tatura Milk Indusiries Strategic Planning Session February 2010
Constitution of Tatura Milk Industries

Discussions with Tatura Senicr Management

Bega Cheese Limited Prospectus

Bega Cheese Limited Review of Operations and Acfivities — June 2010-
Dairy Australia — Dairy 2011 Situation & Outlook — September 2011
Dairy Australia — Dairy 2011 Situation and Outlook — May 2011
Dairy Australia — Australian Dairy Industry — In Focus 2010

Food and Agricultural Policy Research Institute — USA

Bloomberg

Comparable company annual reports and website disclosures

Tatura Milk Indusiries Independent Expert Report — Pitcher Partners 26 March 2007

Australian Co-operative Foods Limited Scheme Booklet

In addition, we have examined academic and commercial research including:

Bugeja M & T Walter, “An empirical analysis of some determinants of the farget
shareholder premium in takeovers”, Accounting and Finance, Nov 19935;

Damodaran, A. “Marketability and Value: Measuring the lliguidity Discount”, Stern School
of Business, July 2005;

Jansen B, “Discounts and Premiums”, The Institute of Chartered Accountants, Valuations
Conference March 2008;

Koeplin, Sarin & Shapiro, “The Private Company Discount,” Journal of Corporate Finance,

(\/£
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Journal of Fnancial Economics, 83, 2007;

RSM Bird Cameron, “Control Premium Study™ 2010
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Officer M, "The price of corporate liquidity: Acquisition discounts for unlisted targets”,
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Appendix 5 - Impact of Gaining Liquidity by owning shares in a
listed company

Typically valuation multiples used to value a target firm are derived from publicly listed
companies where trading in shares is relatively easy and inexpensive. In addition
information about the listed company’'s performance is generally easier to obtain than for
unlisted companies. These important differences give rise to a liquidity or marketability
discount for unlisted relative fo listed companies.

Empirical research shows there is a value discount to unlisted companies compared with
their listed counterparts. This is evident in lower mulliples in transactions. For example
Koeplin, Sarin and Shapiro! found that private companies in the US were acquired at
mulfiples of 20-30% lower than those paid for publicly listed companies. Officer2
documents average acquisition discounts for stand-alone private firms and subsidiaries of
other firms (unlisted targets) of 15% - 30% relafive to acquisition multiples for comparable
publicly fraded companies in the US.

The amount of discount is likely to be circumstantial and influenced by issues such as
trading restrictions in a shareholders’ agreement or consfitution, lack of any accessible for
of market for the shares, the size of the shareholding and the likelihood of events such as
anlIPO.

Discounts for lack of marketability (or liquidity) have been recognised in court cases in
Australia. Jansen'2 documents four such cases where the discounts range from 10% - 28%.
He also notes that the Australian Private Equity and Venture Capital Association has a set
of guidelines for the valuation of private equity investments that recommends a discount
for lack of liquidity in the range 10% - 30%.

Jansen'™ summarises the evidence and practice in relations to iliquidity discounts as:

Discount for Lack of Liquidity

US Market Practice 23-45%
US restricted stock sales/ IPO studies 40 - 63%
Australian Market Practice 10 -30%
UK Market Practice 20 - 50%
Singapore Market Practice 10-30%

There is therefore a benefit to shareholders of an unlisted company from being taken over
by a listed company by a share offer because the listed company’s shares are tradeable
on the stock exchange and therefore more liquid. Converting the discounts of 10— 30% in
Australia to an equivalent premium leads to the benefit being in the range 11 - 42%.15

In forming an opinion about whether a takeover scheme is ‘in the best interests of the
members of the company, Regulatory Guide 111 states describes the independent expert
should have regard to whether the offer is ‘fair and reasonable. Section RG 111.10
describes fairness as follows:

1 Koeplin, Sarin & Shapiro, 2000, “The Private Company Discount,” Journal of Corporate Finance.

12 M Officer, “The price of corporate liguidity: Acquisition discounts for unlisted targets”, Journal of Financial
Economics, 83, 2007.

13 B Jansen, “Discounts and Premiums”, The Institute of Chartered Accountants, Valuafions Conference March
2008. Also see Damodaran, A. "Marketability and Value: Measunng the lliquidity Discount”, Stern School of
Business, July 2005

4 Jansen, Op citp 12
15 The conversion is: premium = 1/(1-discount) - 1
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Under this convention, an offer is 'fair’ if the value of the offer price or
consideration is equal to or greater than the value of the securifies
the subject of the offer. This comparison should be made assuming
100% ownership of the ‘target’ and irespective of whether the
consideration is scrip or cash. The expert should not consider the
percenfage holding of the ‘bidder’ or its asscciates in the targef
when making this comparison. For example, in valuing securities in
the target entity, it is inappropriate to apply o discount on the basis
that the shares being acquired represent a minorify or ‘porifolio’
parcel of shares.

VAA has been instructed by ASIC on prior occasions that this interpretation of fairness does
not permit the consideration of an unlisted company (or liquidity) discount when valuing a
private company target for assessing fairness. Conseguently we have not reflected such a
discount relative to listed companies multiples used to value Tatura on a stand-alone basis.
Instead we have viewed the substantive change in liquidity of the shares as a benefit of
the transaction.
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Appendix é — Control Premium

The capitalisation of earnings approach to assessing the value of a company calls for
multiplying maintainable earnings by a multiple considered appropriate.

The value of an offer can be assessed by reference to a transaction muliiple or a frading
mulfiple. If a fransaction multiple is sourced as the multiple then it will reflect a premium for
control paid in the fransaction over and above a non-confrol transaction. A particular
challenge with this approach is finding comparable transactions with similar change in
control implications as the firansaction of inferest because confrol premiums are
circumstantial. A valuer may consider it appropriate to adjust the resulting valuation to
better reflect a premium for confrol more appropriate for the paricular circumstances.
On the other hand, if a frading or non-control multiple is sourced as the multiple then a
premium for confrol is usually added to inform a view of the fairness of the offer. Either
approach requires a view on an appropriate premium for control.

Conftrol Premiums in the context of “Fairness”

An acquisition usually arises because the acquirer improves the value of the target by
more than the cost. This can happen for a multitude of reasons which are circumstantial.
For example there may be operating improvements, increased revenue, synergies and / or
better capacity ufilisation from the combination. To insfitute improvement generally
requires control of the Board to enable changes in corporate, business or operating
strategy. This in turn requires ownership of a substantial block or all shares.

To gain control, the acquirer has to encourage the target shareholders to sell their shares.
This requires an offer above the current value of the target i.e. a conirol premium. The
control premium refers 1o size of the offer above the prior value of the target.

While there is evidence on the average premium paid in control transactions, it is highly
variable across acquisitions reflecting the circumstantial nature of each transaction.
Varigtions can arise from such things as the size of any combined value improvement
opportunities, the bargaining power of the parties and the likelihocod of another offer.

RSM Bird Cameron report an average premium of 30.7% for successful takeover offers and
schemes of arrangements between 1 July 2005 and 20 June 2010 for companies listed on
the ASX. 14 The premium is assessed relative to the share price 20 trading days prior fo the
announcement of the offer. They describe the average control premium as falling in the
range of 20% - 30% above the pre-offer share price of the target company.

However there is a wide range of conirol premiums paid as is evident by the statement in
the RSM Bird Cameron report:

“Confrol premiums ranged significantly with discounts in excess of
100%, to premiums in excess of 100%. However the distribufion of
confrol premiums followed a bell shaped curve with the majority of
confrol premiums between 0% and 50...""7

This wide range makes it challenging to use empirical data as a cross check for assessing
fairness of an offer although it appears common for valuers to refer to the average as a
cross check.

1é RSM Bird Cameron “Conircl Premium Study”,
7 Opcit p3
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Control Premiums in the context of “ Reasonableness”

Jansen'® summarises the literature relating to premiums and discounts associated with
transactions in general. He summarised a range of premiums / discounts that would
typically be associated with a change in ownership based on academic evidence and his
own experience. The analysis was presented in terms of a discount relative to a 100%
confrol transaction and this has been converted this fo a premium relative fo a non-
confrol fransaction in the Table below. The premiums are derived on an assumption that
the average premium for control is 30%.

The Table typifies the premiums paid when moving from no shareholding to different
percentage ownership brackets representing differing levels of control. The Table suggests
most of an average 30% premium is paid to gain ownership in the range 50 — 74%. This
percentage gives a controlling interest. The additional premium fo move from 74% fo
100% is quite small in this table i.e. from 0 — 4%.

This outcome is not surprising because most strategic and operational performance
improvement initiatives can be achieved with ownership above 50%. Moving above 75%
provides the ‘super majority’ ownership necessary to pass special resolutions dealing with
matters such as changing the constifution and winding up the company. It is not
necessary to bring about strategic an cperating improvements.

TABLE22 PREMIUM FOR CONTROL RELATED TO TARGET OWNERSHIP PERCENTAGE

Discountto Conirol Transacfion Premium to No Coniol

Type of Interest Ownership (%) From To From To
Portfolio Interest Less than 10% 20% 40% % 15%
Strategic Interest

Where no shareholder is in control 10t 19% 12.5% 30% 8% 21%

Where one shareholder is in contral 25% 40% oR 1%
Blocking Interest 25.1 to 30% 10% 15% 19% 23%
Dominant Interest 30.1 to 47 9% 5% 10% 23% 26%
Controlling Interest 50.1 to 75% 0% 5% 26% 0%
Power to pass special resolutions 75.1 to 100% 0% 0% 30% 0%

Jource: B Jansen, Emst & Young, Presentation fo ICA March 2008. VAA Analysis

Academic research shows that the premium associated with cash offers is higher than for
share offers, largely because cash offers signal strong confidence in potential synergies
and accepting shareholders do not bear any downside risk associated with owning shares
in the successful bidding company if the implementation goes awry.

TABLE23 CONTROL PREMIUMS FOR ACQUISITIONS

Bird Cameron Value Adviser Associales

All Confrol > 50% fo (65-74%)
Consideration Transactions 100% fo 100%
All Offers 307% 24.1% 25.4%
Cash 33.9% 23.2% 31.5%
100% Script 250% 11.8% 11.8%
Cash / Script Mixed 23.0% 30.46% 34.3%

The table above captures the RSM Bird Cameron data as well as research undertaken by
Value Adviser Associates. R3M Bird Cameron report that the premium on cash offers was
33.9% compared with approximately 25% for script offers. In contrast fo the resulis in Table

18 B Jansen, “Discounts and Premiums”, The Institute of Chartered Accountants, Valuafions Conference March
2008
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1 above, these are premiums for offers regardless of the starting and ending shareholding
position.

Value Adviser Associates examined the premium for contrel for all firms that owned at
least 50% of the target prior o the offer for offers made in the last 10 years. This was further
broken down into offers where the acquirer owned between 65% and 74% prior to the
offer and was bidding to fake ownership fo 100%.

The results of the VAA analysis appear in the last two columns of Table 2. The average
control premium for Australian listed firms faking over other listed firms when the pre-offer
ownership was at least 50% was 24%17. The premium on the subset of 100% script offers was
11.8% although the sample was small.

This evidence is consistent with the wider evidence that premiums on script offers are lower
than cash offers and that there is a negative relationship between the premium and
ownership pricr to the acquisition2e, It also shows that premiums offered in situations when
the bidder had strategic and operating control prior to the bid were lower than the case
for all offers.

As has been noted, premiums are circumstantial depending upon the specifics of the
transaction, nevertheless the historical record can provide a cross check for assessing
whether a particular offer is reasonable given its relative circumstances.

17 This is research was undertaken by VAA using acquisition data for Australion companies from Bloomberg for
the penod September 2001 to Sepiember 2011.
20 Bugejo M & T Walfer, “An empirical analysis of some determinants of the target shareholder premium in
takeovers”, Accounfing and Finance, Mov 1995
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Appendix 7 - Financial Services Guide

Issue Date: September 2010

Value Adviser Associates Pty Ltd ABN 54 131 852 407 (*Value Adviser Associates” or “we"
or "us” or “our” as appropriate) provides general advice in relation securities to retail
clients as an quthorised representative of Capital Value Securities Pty Lid ABN 44 123 474
886 ("CVS" or "licensee”) AFSL No 311705.

Financial Service Guide

In the above circumstances we are required to issue you, as a retail client, with a Financial
Services Guide [FSG]. This FSG is designed to help retail clients make a decision as to their
use of our general security advice.

This FSG includes information about:

1. Who we are and how we and the licensee can be contacted

2. The services we are authorised to provide under the licensee's Australian Financial
Services Licence

3. Remuneration that we, the licensee and any associates receive in connection with
our general advice

4. The licensee's complaints handling procedures and how you may access them.
The licensee has authorised this FSG.
Financial services we are authorised to provide

We hold Authorised Representative number 342572 authorising us to provide general
security advice on behalf of the licensee.

General advice

We provide general advice, not personal advice because it has been prepared without
taking into account your personal objectives, financial situation or needs.

You should consider the appropriateness of this general advice having regard to your own
objectives, financial situation and needs before you act on the advice. Where the advice
relates to the acquisition or possible acquisition of a financial product, you should also
obtain a product disclosure statement relating tfo the product and consider that statement
before making any decision about whether to acquire the product.

Benefits that we may receive

We charge fees for providing general advice. These fees will be agreed with, and paid
by, the person who engages us. Fees will be agreed on either a fixed fee or fime cost
basis. Clients may request particulars within a reasonable time after receiving this Guide
(and before any financial service is given).
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Except for the fees referred to above, neither Value Adviser Associates, CVS nor any of
their directors, employees or related entities receive any pecuniary benefit or other benefit
directly or indirectly for or in connection with the provision of financial product advice.

Referrals

We do not pay commissions or provide other benefits to any person for referring customers
to CVS or us in connection with the advice that we are authorised to provide.

Associations and relationships

CVS is ultimately controlled and operates as part of Value Adviser Associates professional
advisory practice. Qur Directors may be executive directors of CVS.

From time to fime, we may provide professional services to financial product issuers in the
ordinary course of our business.

Complaints resolution
Internal complaints resolution process

As a holder of an Australian Financial Services Licence, CVS is required o have a system
for handling complaints from retail clients to whom it and its representatives provide
financial product advice. All complaints must be in writing, addressed to: The Complaints
Officer, Capital Value Securities Pty Lid, Level 2, 65 Southbank Boulevard, Southbank, Vic
3006.

When CVS receives a written compilaint it will record the complaint, acknowledge receipt
of the complaint within 15 days and investigate the issues raised. As soon as practicable
and not more than 45 days after receiving the written complaint, it will advise the
complainant in writing of its determination.

Referral to External Dispute Resolufion Proposed Scheme

A complainant not satisfied with the outcome of the above process, or the licensee's
determination, has the right to refer the matter to the Financial Ombudsman Service Lid
["FOS"]. FQOS is an independent company that has been established to provide free
advice and assistance to consumers to help in resolving complaints relating to the
financial services industry.

Further details about FOS are available from the FOS website www.fos.org.au or by
contacting them directly af: Financial Ombudsman Service Lid. GPO Box 3, Melbourne
Victoria 3001 or Toll free 1300 78 08 08 or by facsimile (03) 94613 639%.

Professional Indemnity insurance
Value Adviser Associates has Professional Indemnity insurance in place that covers claims
in respect of current and former employees and representatives for services provided on

behalf of Value Adviser Associates. This insurance satisfies the requirements under the
Corporations Act relafing fo compensation arangements.

Contact details

You may contact CVS at level 2, 65 Southbank Boulevard, Southbank Vic, 3006 or by
phone (03) 9626 4300 or by facsimile (03) 9424 4301.
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Taxation report

TAXATION REPORT

3" November 2011

The Directors

Tatura Milk Industries Ltd
PO Box 213

TATURA VIC 3616

Dear Sirs,

TAX IMPLICATIONS FOR AUSTRALIAN RESIDENT SHAREHOLDERS
OF TATURA MILK INDUSTRIES (TMI)

This letter sets out our view on the main Australian tax consequences for Australian
resident individuals, companies and trustees of complying superannuation funds who
receive Bega Cheese Ordinary Shares (Bega shares) under the Scheme Proposal.

The discussion contained in this summary is of general nature only and does not take into
account the personal circumstances of any shareholder. It is based on the Australian tax
laws at the date of this report.

We have summarised the implications for Australian resident shareholders holding shares
on capital account.

Our summary does not address the tax considerations applicable to shareholders that may
be subject to special tax rules, such as shares held by non-resident shareholders, shares
held as trading stock and shares held on revenue account.

Tatura Milk RP Shareholders (TMI shareholders) should seek their own independent

advice regarding the tax implications arising from participation in the Scheme in light of
current tax laws and their particular circumstances.

Australian Tax Implications

The tax implications will vary depending upon when the TMI shares were acquired, as set
out below:

A. Pre Capital Gains Tax (CGT) shares

Where the TMI shares were acquired for tax purposes before 20" September 1985,
the following issues arise:

(i) Capital gain or capital loss

No capital gain or loss would arise for a TMI shareholder as the TMI shares are
exempt from the CGT rules.

I3

Busmess Solutions

CHARTERED ACCOUNTANTS

SHEPPARTON

23 Nixon Street

PO Box 400

Shepparton 3632
Telephone 03 5821 9177
Fax 03 5821 4055

mbmshepp@mbmgroup.com.au

www.mbmgroup.com.au

PARTNERS

Peter D. Bicknell Fca
Michael Hall rca, ssn,
SMSF Specialist Advisor™
Gregory D. Luscombe ca
Rebecca Woolstencroft ca

Liability limited by a scheme
approved under Professional
Standards Legislation other
than for the acts or omissions
of financial services licensees.

MB-+M Business Solutions
ABN 60 925 056 863

Your trusted advisers
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(ii) Cost base of New Bega shares

The first element of the cost base of each new Bega share will be their market
value at the date they are issued.

(iii) Acquisition date of new Bega shares

The shareholder will be taken to have acquired the new Bega shares at the time
the shares are issued under the Scheme.

B. Post CGT shares

Where the TMI shares were acquired for tax purposes on or after 20" September
1985, the following issues arise:

Secrip for scrip rollover relief

The requirements for a TMI shareholder to elect for scrip for scrip rollover relief
should be met if the Scheme is approved and implemented.

Therefore Australian resident TMI shareholders should be eligible to choose scrip
for scrip rollover relief (as they will only receive two (2) new Bega shares in
exchange for each of their TMI shares) if they would otherwise have made a
capital gain from the exchange.

Consequences of choosing scrip for scrip rollover relief
(i) Deferral of capital gain

The consequences of choosing scrip for scrip rollover relief is that the capital gain
made from the disposal of TMI shares is disregarded.

(ii) Cost base of New Bega shares

The first element of the cost base of each new Bega share will be worked out by
reference to the cost base of the TMI shares disposed of on exchange. For
example where the cost of each TMI shares was $1.00, the cost base of each of
the new Bega shares would be $0.50.

The cost base of the new Bega shares will be relevant when the shareholder sells
those shares in the future and any capital gain or capital loss on disposal of the
Bega shares is calculated.

(iii) Acquisition date

A shareholder who elects for scrip for scrip rollover relief is deemed to have
acquired the new Bega shares at the same date as the shareholder acquired the
original TMI shares.

The acquisition date is relevant in working out the CGT consequences of a future
disposal of the new Bega shares.
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(iv) How to choose

No formal election is required to be lodged in order to choose scrip for scrip
rollover relief. The shareholder’s income tax return should be prepared in a
manner consistent with electing scrip for scrip rollover relief.

Conseq: : ) ing rollover reli

(i) Capital gain or capital loss

A capital gain would arise for a shareholder on disposal of TMI shares if the
consideration received (ie. the market value of New Bega shares at the
implementation date) exceeds the cost base of the TMI shares (ie generally $1 per
share).

Although it is not expected to be the case, a capital loss would arise where the
consideration received is less than the reduced cost base of the TMI shares.
Capital losses can be used to offset any capital gain made in the current year or
carried forward for offset against any future capital gain, subject to certain tests
being satisfied.

(ii) Cost base of New Bega shares

The first element of the cost base of each new Bega share will be the market value
of the Bega share at the implementation date. This will be relevant for calculating
any capital gain or capital loss on a future disposal of the Bega shares.

(iii) Acquisition date

The shareholder will be taken to have acquired the new Bega shares at the time
the shares are issued under the Scheme.

(iv)CGT Discount

Individuals, trusts and complying superannuation funds who have held TMI
shares for at least 12 months prior to disposal of those shares under the Scheme
should be eligible to claim the CGT discount when calculating the capital gain.
Individuals and trusts will be entitled to a CGT discount of 50%, while
superannuation funds will be entitled to a CGT discount of 331/3%.

Company shareholders are not eligible for the CGT discount.

Yours faithfully,
j M M/Qn

Greg Luscombe

CA — Chartered Accountant

CPA- Certified Practicing Accountant

FTIA- Fellow of Taxation Institute of Australia
Specialist Taxation Advisor

Partner
MB +M BUSINESS SOLUTIONS
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Scheme of arrangement deed

Tatura Milk Industries Limited
ABN 66 006 603 970

and

Bega Cheese Limited
ABN 81 008 358 503

Scheme of arrangement deed

Norton Gledhill

COMMERCIAL LAWYERS

Level 23, 459 Collins Street
Melbourne Vic 3000
Australia

Tel: +61 3 9614 8933
Fax: +61 3 9629 1415

Ref: HMAS/11612
q:\scr\tba\11612\219038.doc
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Scheme of arrangement deed Page |

This deed is made on
between: Tatura Milk Industries Limited ABN 66 006 603 970 (Tatura Milk)
and: Bega Cheese Limited ABN 81 008 358 503 (Bega Cheese)
Recitals
A.  Tatura Milk and Bega Cheese have agreed to merge by:

(a) Bega Cheese acquiring all of the Tatura Milk RP Shares; and

(b) the Scheme Shareholders receiving 2 Bega Cheese Shares for every 1 of their
Tatura Milk RP Shares acquired by Bega Cheese;

pursuant to a scheme of amrangement between Tatura Milk and the Scheme
Sharcholders under part 5.1 of the Corporations Act.

B.  This deed sets out the terms of the proposed scheme of arrangement and merger which,
subject to the shareholders of Tatura Milk passing a resolution in favour of, and the
court approving, the scheme in accordance with section 411(4) of the Corporations Act,

will be binding on the shareholders of Tatura Milk, as well as Tatura Milk and Bega
Cheese.

Operative provisions
1. Definitions and interpretation
1.1 Definitions

In this deed, unless the context otherwise requires:

ASX means ASX Limited ACN 008 624 691 or, where appropriate, the market
operated by it;

ASX Listing Rules means the listing rules (as defined in chapter 7 of the Corporations
Act) of the financial market operated by ASX;

Bega Cheese Share means a fully paid ordinary share in the capital of Bega Cheese;

Business Day means a day which is not a Saturday, Sunday, bank holiday or public
holiday:

(a) for the purpose of sending or receiving a notice, in the city where the notice is
received; and

(b) for all other purposes, in Melbourne or Sydney;
Corporations Act means the Corporations Act 2001 (Cth);

Court means a court of competent jurisdiction under the Corporations Act;

Worton Gledhill q\scritba\l1612\219038 doc
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Effective Date means the date an office copy of the Court order approving the Scheme
under section 411(4)(b) of the Corporations Act is lodged with ASIC under section
411(10) or such other effective date of the Scheme as Tatura Milk and Bega Cheese
may, with the consent of the Court, agree;

Encumbrance means a mortgage, charge, pledge, lien or other encumbrance created in
respect of an asset by its owner or by operation of law to secure an obligation of the
owner;

First Court Date means the first day on which an application to the Court is made
seeking an order pursuant to section 411(1) of the Corporations Act that a meeting of
the shareholders of Tatura Milk be convened and held to consider the Scheme;

Implementation Date means the 4™ Business Day after the Effective Date;

Merger means the merger between Tatura Milk and Bega Cheese as contemplated
under this deed whereby the Tatura Milk RP Shareholders become shareholders of
Bega Cheese and Tatura Milk becomes a wholly owned subsidiary of Bega Cheese;

Merger Implementation Agreement means the merger implementation agreement
dated 4 October 2011 between Tatura Milk and Bega Cheese;

Register Close Time has the meaning given in clause 3.5(a);

Scheme means the scheme of arrangement between Tatura Milk and its shareholders
under part 5.1 of the Corporations Act on the terms set out in this deed which is to
implement, or to facilitate implementation of, the Merger;

Scheme Meeting means the meeting of the Tatura Milk RP Shareholders convened by
the Court in relation to the Scheme pursuant to section 411(1) of the Corporations Act.
It includes any adjournment of that meeting;

Scheme Shareholder means a person who is a Tatura Milk RP Shareholder as at 9:00
am on the Implementation Date, other than Bega Cheese or a subsidiary of Bega
Cheese;

Sunset Date means 29 February 2012 or such other date as agreed in writing between
Bega Cheese and Tatura Milk;

Tatura Milk Nominated Directors means 2 Tatura Milk Supplier Directors who are in
office as at the Effective Date and who are selected by or in accordance with an
agreement between the Tatura Milk Supplier Directors that is subsisting as at the
Effective Date and notified to Bega Cheese to be appointed as directors of Bega
Cheese;

Tatura Milk RP Share means an A class redeemable preference share in the capital of
Tatura Milk;

Tatura Milk RP Shareholder means a person who is registered in the Tatura Milk
Share Register as the holder of Tatura Milk RP Shares, other than Bega Cheese or a
subsidiary of Bega Cheese;

Norton Gledhill q:\scr\tba\11612\219038.doc
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Tatura Milk Share Register means the register of members of Tatura Milk kept
pursuant to the Corporations Act;

Tatura Milk Supplier means a person who conducts a dairy farming business and
supplies milk to Tatura Milk or any of its related bodies corporate that is collected from
the farm and delivered directly to the milk processing facility of Tatura Milk (or its
related body corporate) located at Tatura, Victoria, including a person who supplies
milk in partnership with others or as a sharefarmer; and

Tatura Milk Supplier Director means a Dairy Farmer Director of Tatura Milk, as
defined in the constitution of Tatura Milk, who has not been appointed by Bega Cheese
or a Subsidiary of Bega Cheese pursuant to its rights as the ‘Majority Shareholder’
under the Tatura Milk constitution.

1.2 Interpretation

In this deed headings and bold typing are included for convenience only and do not
affect interpretation and, unless the context otherwise requires:

(a) areference to a word includes the singular and the plural of the word and vice
versa;

(b) areference to a gender includes any gender;

(¢) if a word or phrase is defined, then other parts of speech and grammatical forms
of that word or phrase have a corresponding meaning;

(d) aterm which refers to a person includes a company, a partnership, an association,
a corporation, a body corporate, a joint venture, a sovereign state, a government
or a government department or agency;

(e) a reference to a document includes a reference to that document as amended,
novated, supplemented, varied or replaced;

(f) a reference to a recital, clause, paragraph, schedule, annexure or other part is a
reference to an item of that type in this deed;

(g) areference to a party is a reference to a Tatura Milk RP Shareholder on or after
the Effective Date, Tatura Milk or Bega Cheese and includes a reference to that
party’s successors and permitted assigns;

(h) areference to a statute or regulation or a provision of a statute or regulation is a
reference to that statute, regulation or provision as amended or a statute,
regulation or provision replacing it, and a reference to a statute includes all
regulations, proclamations, ordinances and by-laws made or issued under that
statute;

(i) areference to a document is a reference to a document of any kind including but
not limited to an agreement in writing, a certificate, a notice, or an instrument;

Norton Gledhill q:\scritba\11612\219038.doc
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(j) no provision of this deed will be construed adversely to a party solely on the
ground that the party was responsible for the preparation of this deed or that
provision;

(k) areference to a time is a reference to Melbourne time;
() amonetary reference is a reference to Australian currency;

(m) a reference to an entity, other than a party to this deed, which ceases to exist or
whose powers or functions are transferred to another entity, is a reference to the
entity which replaces it or which substantially succeeds to its powers or functions;

(n) aword or term defined in the Corporations Act 2001 has the same meaning in this
deed; and

(0) a word or term defined in A New Tax System (Goods and Services Tax) Act
1999 (Cth) has the same meaning in this deed where used in connection with the
GST imposed under that Act.

1.3 Deed binding on, and for the benefit of, Scheme Shareholders

Subject to clause 2, this deed as amended binds Tatura Milk, Bega Cheese and, on and
from the Effective Date, each Tatura Milk RP Shareholder for the benefit of each of the
others of them, as if each Tatura Milk RP Shareholder had executed this deed as a

party.
1.4 Jurisdiction of registration

Tatura Milk is taken to be registered in Victoria under the Corporations Act.
1.5 Amendments to Merger Implementation Agreement

Tatura Milk and Bega Cheese hereby agree to amend the Merger Implementation
Agreement as follows:

(a) Replace the definition of Tatura Milk RP Shareholder in clause 1.1 of the
Merger Implementation Agreement with the definition of that term in clause 1.1
of this deed.

(b) Replace the reference to ‘clause 6.1’ in clause 3.1(i) of the Merger
Implementation Agreement with a reference to ‘clause 6.2°.

2. Deed conditional
This deed is conditional on:

(a) the Merger Implementation Agreement not being terminated under clause 7 of
that agreement on or before the Implementation Date; and

(b) an order of the Court approving the Scheme being made under section 411(4)(b)
of the Corporations Act on or before the Sunset Date.
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If those conditions are not satisfied this deed will be of no effect, despite anything else
contained in this deed.

3. Scheme
3.1 Lodgement of Court orders

Tatura Milk will lodge with ASIC office copies of the Court orders under section 411
of the Corporations Act approving the Scheme by S5pm on the Business Day
immediately following the day such office copy is received (or such later date as agreed
in writing by Bega Cheese).

3.2 Sale and transfer of Tatura Milk RP Shares

Each Scheme Shareholder in consideration for Bega Cheese’s obligation to issue Bega
Cheese Shares to the Scheme Shareholder in accordance with clause 3.4, and subject to
Bega Cheese satisfying those obligations:

(a) sells and transfers to Bega Cheese on the Implementation Date all of the Tatura
Milk RP Shares held by the Scheme Shareholder at 9:00 am on the
Implementation Date, free from Encumbrances to the extent permitted by law,
together with all rights and entitlements attaching to the Tatura Milk RP Shares as
at that date;

(b) irrevocably appoints Bega Cheese and each director of Bega Cheese as the
attorney of the Scheme Shareholder from the Implementation Date until those
Tatura Milk RP Shares are registered in the name of Bega Cheese and authorises
the attorney severally on behalf of and in the name of the Scheme Shareholder to
do everything that Bega Cheese reasonably considers should be done to:

(1) register or otherwise perfect the transfer of those Tatura Milk RP Shares to
Bega Cheese; and

(2) exercise any rights attached to those Tatura Milk RP Shares; and

(c) warrants to Bega Cheese that the Scheme Shareholder has the power and capacity
to sell and transfer, and sells and transfers, to Bega Cheese full legal and
beneficial title to those Tatura Milk RP Shares free of any Encumbrance to the
extent permitted by law, subject to the approval and registration of the transfer by
Tatura Milk;

without, in each case, the need for any further act or document from that Scheme
Shareholder.

3.3 Registration of transfers

(a) Tatura Milk must register the transfers of Tatura Milk RP Shares made under
clause 3.2 on the Implementation Date, subject to:

(1) the payment of any applicable duty; and

(2) Bega Cheese satisfying its obligations under clause 3.4.

Norton Gledhill g \scritba\11612\219038.doc
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(b

©

Pending registration, Bega Cheese will be beneficially entitled to those Tatura
Milk RP Shares from the Implementation Date.

The parties agree and acknowledge that Tatura Milk may register the transfers of
Tatura Milk RP Shares made under clause 3.2 without the certificates or other
title documents for those Tatura Milk RP Shares being provided to Tatura Milk,
and upon registration of the transfers any such certificates or other title
documents will be taken to be cancelled and will cease to have effect as
documents of or evidencing title.

Bega Cheese agrees to accept the transfer of Tatura Milk RP Shares to be
transferred to it under clause 3.2 and agrees to become a member of Tatura Milk
in respect of those Tatura Milk RP Shares and, whilst such a member, agrees to
be bound by the constitution of Tatura Milk as a member in respect of the Tatura
Milk RP Shares held by it for the time being.

3.4 Issue of Bega Cheese Shares

(a)

(b

©

(d

(©

Bega Cheese must, on the Implementation Date, issue to each Scheme
Shareholder 2 Bega Cheese Shares for every 1 Tatura Milk RP Share sold and
transferred to Bega Cheese by the Scheme Shareholder under clause 3.2.

Bega Cheese Shares issued under clause 3.3(a) will rank pari passu with all other
Bega Cheese Shares then on issue.

Bega Cheese must apply for quotation on the financial market of ASX of all Bega
Cheese Shares issued under clause 3.4(a) as soon as reasonably practicable after
their issue, but in any case within the time limit prescribed by the ASX Listing
Rules.

Each Scheme Shareholder applies for the Bega Cheese Shares to be issued to the
Scheme Shareholder under clause 3.4(a) and agrees to become a member of Bega
Cheese on the date the shares are issued, and authorises the Scheme
Shareholder’s name and address as it appears on the register of members of
Tatura Milk to be entered into the register of members of Bega Cheese and,
whilst a shareholder of Bega Cheese, agrees to be bound by the constitution of
Bega Cheese in respect of the Bega Cheese Shares held by the Scheme
Shareholder for the time being.

Bega Cheese must not declare or pay a dividend or make any other distribution to
its shareholders on or before the Implementation Date, except as follows:

(1) Bega Cheese may declare and pay any dividend on the Bega Cheese Shares
after 31 January 2012 in respect of the financial performance of Bega
Cheese for the 6 months ending 31 December 2011, provided that the
dividend does not represent more than 60% of the net profit after tax and
non-controlling interests of Bega Cheese for that period and provided
further that the record date for determining entitlements to the dividend
occurs after 31 January 2012.

Norton Gledhill
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(2) For the avoidance of doubt, if the Bega Cheese Shares comprising the
Scheme Consideration have not been issued by the record date applicable to
a dividend declared or paid in accordance with clause 3.4(e)(1), Scheme
Shareholders will have no rights to participate in the dividend.

3.5 Dealings in Tatura Milk RP Share before and after Implementation Date

(a) If the Court makes orders under section 411(4) of the Corporations Act approving
the Scheme, Tatura Milk must, subject to this clause 3.5, close the Tatura Milk
Share Register in accordance with its constitution by 5 pm on the Effective Date
(Register Close Time).

(b) Tatura Milk must ensure that all registrable transfers and transmission
applications in respect of Tatura Milk RP Shares which are:

(1) received by Tatura Milk (or its share registrar) before the Register Close
Time; and

(2) not refused for registration in accordance with Tatura Milk’s constitution;

are registered as soon as reasonably practicable after receipt and, where
registration occurs after the Register Close Time, by no later than the Business
Day after the Register Close Time and with effect at the Register Close Time.

(c) A Tatura Milk RP Shareholder (and any person claiming through that Tatura Milk
RP Shareholder) must not dispose of or purport to agree to dispose of any Tatura
Milk RP Shares or any interest in them after the Register Close Time except for a
disposal to Bega Cheese, until the transfers of Tatura Milk RP Share made under
clause 3.2 are registered.

(d) For the avoidance of doubt, a person who is registered as the holder of a Tatura
Milk RP Share at 9:00 am on the Implementation Date will be a Scheme
Shareholder.

(e) Tatura Milk must not register any transfer or transmission application in respect
of Tatura Milk RP Shares received after the Register Close Time except for a
transfer to Bega Cheese, until the transfers of Tatura Milk RP Share made under
clause 3.2 are registered.

3.6 Tatura Milk directors to be appointed to Bega Cheese board
Bega Cheese agrees that:

(a) if Bega Cheese is notified of the Tatura Milk Nominated Directors by the
Effective Date, on or before the Implementation Date Bega Cheese will, subject
to obtaining the necessary consents to act, appoint the Tatura Milk Nominated
Directors to the board of Bega Cheese; and

(b) Bega Cheese will use its best endeavours, including by the filling of a casual
vacancy that may arise, to ensure that 2 individuals who are Tatura Milk
Suppliers (or the representative of a body corporate that is a Tatura Milk
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Supplier) are on the Bega Cheese board throughout the period of two years from
the Implementation Date.

4. Amendment to deed
4.1 Amendment before First Court Date
Before the First Court Date, this deed may be amended or repealed and replaced by
supplementary deed between Tatura Milk and Bega Cheese.
4.2 Amendment between First Court Date and Implementation Date
Between the First Court Date and the Implementation Date (both dates inclusive), this
deed may be amended or repealed and replaced by supplementary deed between Tatura
Milk and Bega Cheese but only if the Court approves the amendment or replacement.
5. General
5.1 Governing law and jurisdiction
This deed is governed by the laws of Victoria. The parties submit to the non-exclusive
jurisdiction of the courts exercising jurisdiction there.
5.2 Counterparts
The parties may execute this deed in two or more counterparts and all counterparts
together constitute one instrument.
5.3 Consent or approval
Subject to an express provision in this deed, a party may in its absolute discretion give
its consent or approval conditionally or unconditionally, or withhold its consent or
approval.
5.4 Further assurances
Each party must, at its own expense, do everything reasonably necessary to give effect
to this deed and the transactions contemplated by it, including without limitation the
execution of documents.
5.5 Notices
(a) A party may send a notice in connection with this deed by hand delivery, pre-paid
post or facsimile transmission to another party at the address details set out below
or in such other way as the recipient party may have last notified each other party
in writing:
(1) Tatura Milk
Address: 236 Hogan Street, Tatura Victoria 3616
Facsimile: 03 5824 2534
Attention:  Company Secretary
Norton Gledhill q:\seritba\11612\219038.doc
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(2) Bega Cheese
Address: 23 - 45 Ridge Street, North Bega New South Wales 2550
Facsimile: 02 6491 7700
Attention:  Company Secretary

(3) A Tatura Milk RP Sharcholder ~ at the address or to the facsimile
number shown for that person:

(A) 1n the Tatura Milk Share Register for notices to be sent on or before
the Implementation Date; or

(B) in the Bega Cheese share register for notices to be sent after the
Implementation Date.

(b) A notice is deemed to be received:

(1) if sent by pre-paid post, on the second Business Day after the dawe of

posting; or

(2) if sent by facsimile transmission, on the next Business Day after the date
the facsimile was sent in its entirety as shown by the transmission report
produced by the sending machine.

Executed as a deed

Lxuund by ijua Milk Industries

Name of director

Exccuted by Bega Cheese Limited by:

Name of director Name of director/company secretary

Nortan Gledhill qrseribat 11612219038 doc.
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Notice of general meeting

Tatura Milk Industries Limited
ACN 006 603 970

Notice of general meeting

Notice is given that a meeting of members of Tatura Mi#ustries Limited Tatura Milk )
will be held at the Sir lan McLennan Centre, EchuRaad, Mooroopna, Victoria on
Wednesday 14 December 2011 at 11:00 am (Melboumsg.t

Item 1 — Modification of constitution

To consider and if thought fit pass the followimgolution as apecial resolution
That the constitution of Tatura Milk be modifiedfaows:

1. Insert the following new definition in alphabeticader in article 1(1):

“Scheme” means the scheme of arrangement betwee@dmpany and the holders of A
class shares under part 5.1 of the Act the termghidh are embodied in the scheme of
arrangement deed dated 9 November 2011 betweerlCdhgpany and Bega Cheese
Limited, as proposed or effected;’

2. Insert the following new paragraph at the end otler4(2):

‘Article 4(2)(b) does not apply to Bega Cheese lt&diin circumstances where it
becomes the holder of A class shares due to thaessiogn of A class shares under the
Scheme. Further, this article 4 shall cease tdyappd to have any effect after the
Company becomes a wholly-owned subsidiary of BelgaeSe Limited upon the Scheme
taking effect.’

3. Insert the following words after the ‘statute’ bétend of article 25(1)(a):

‘or, in the case of the transfer to Bega Cheesdtedrunder the Scheme, there has been
delivered to the Company the scheme of arrangendesad which embodies the terms of
the Scheme or such other proper instrument of fiegrduly stamped if necessary’

4. Insert the following after the word ‘Supplier’ et end of article 25(1)(c):

‘, or the transfer is to Bega Cheese Limited ofl&ss shares acquired by Bega Cheese
Limited under the Scheme. This article 25(1)(cllksbease to apply and to have any
effect after the Company becomes a wholly-ownedsislidry of Bega Cheese Limited
upon the Scheme taking effect’

5. Insert the following new paragraph at the end t€ler65(5):
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‘Article 65(5)(b) shall cease to apply and to hawny effect after the Company becomes a
wholly-owned subsidiary of Bega Cheese Limited uffemScheme taking effect.’

6. Insert the following words after the word ‘Direcsbat the end of article 66(1)(a):

‘or after the Company becomes a wholly-owned suasicdbf Bega Cheese Limited upon
the Scheme taking effect, up to the maximum nurob&irectors’

7. Insert the following new paragraph (g) in articl{1):

‘is a Director other than a Majority Shareholderdator and the Company becomes a
wholly-owned subsidiary of Bega Cheese Limited ugfemScheme taking effect; or’

and relabel the existing paragraph (g) of artidgly as paragraph (h).

Item 2 — selection of 2 Dairy Farmer Supplier Diretors to be appointed to Bega Cheese
board

To conduct a ballot for the selection of 2 of thaifp Farmer Supplier Directors (Rick Cross,
Ken Wood, Fred De Cicco and Jeff Odgers) that arbd appointed as directors of Bega
Cheese Limited in connection with the merger of %00f Tatura Milk with Bega Cheese
Limited.

Dated: 17 November 2011

By order of the board

Paul van Heerwaarden
Company Secretary

Notes:

1. A member entitled to attend and vote at this meeignentitled to appoint one proxy or, if the
member is entitled to cast two or more votes atntieeting, two proxies to attend and vote on
behalf and instead of the member.

2. Where two proxies are appointed, each proxy mustajygointed to represent a specified
proportion or number of the member’s votes. If dppointment does not specify the proportion
or number of the member’s votes each proxy mayoesereach proxy may exercise half of the
votes.

3. A proxy need not be a member.

4. A proxy form accompanies this notice. To be vélithust be received together with the power of
attorney or other authority (if any) under whicle tform is signed, or a certified copy of that
power or authority, not less than 48 hours befoeetime for holding the meeting, namely by
11:00 am (Melbourne time) on Monday 12 Decemberl2&tiTatura Milk's registered office at
236 Hogan Street, Tatura, Victoria, 3616 by harloveley or post or fax (fax no: (03) 5824 2534).
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5. Regulation 7.11.37 determination: A determinati@s lbeen made by the board of directors of
Tatura Milk under regulation 7.11.37 of the Corpanas Regulations 2001 (Cth) that those
persons who are registered as the holders of simafegura Milk as at 7:00 pm (Melbourne time)
on Monday 12 December 2011 will be taken to be hbklers of shares for the purposes of
determining voting entitlements at the meeting.

Voting exclusion

Tatura Milk will disregard any votes cast in thdldtaunder item 2 by Bega Cheese Limited or any
subsidiary of Bega Cheese Limited.

Defined terms

A word or term defined in section 10 of the schdmeklet of which this notice forms part, has the
same meaning in this notice, unless the contexratle requires.
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Notice of Scheme meeting

Tatura Milk Industries Limited
ACN 006 603 970

Notice of scheme meeting

Notice is given, in accordance with an order of the Sunar€ourt of Victoria on 17 November
2011, under section 411(1) of tRerporations Act 2001 (Cth), that a meeting of members of
Tatura Milk Industries LimitedTatura Milk ) who hold A class redeemable preference shares
in Tatura Milk will be held at the Sir lan McLenn&@entre, Echuca Road, Mooroopna, Victoria
on Wednesday 14 December 2011, immediately follgwine conclusion of the general
meeting of Tatura Milk (which is to be held at $a@me place on that date commencing at 11:00
am (Melbourne time)).

Resolution — Scheme of arrangement
To consider and if thought fit pass the followimgolution:

That the scheme of arrangement proposed to be betdeeen Tatura Milk and its members
holding A class redeemable preference shares mirsaathe scheme of arrangement deed
between Tatura Milk and Bega Cheese Limited, a ajpyhich has been tabled at the meeting
and signed by the chairman for the purposes oftiitation, be approved.

Dated: 17 November 2011

By order of the board

Paul van Heerwaarden
Company Secretary

Notes:

1. A member entitled to attend and vote at this meeisnentitled to appoint one proxy or, if the
member is entitled to cast two or more votes atntieeting, two proxies to attend and vote on
behalf and instead of the member.

2. Where two proxies are appointed, each proxy mustajygointed to represent a specified
proportion or number of the member’s votes. If éppointment does not specify the proportion
or number of the member’s votes each proxy mayoesereach proxy may exercise half of the
votes.

3. A proxy need not be a member.
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4. A proxy form accompanies this notice. To be viélihust be received together with the power of
attorney or other authority (if any) under whicle tform is signed, or a certified copy of that
power or authority, by 11:00 am (Melbourne time) Mionday 12 December 2011 at Tatura
Milk’s registered office at 236 Hogan Street, Tatwictoria, 3616 by hand delivery or post or
fax (fax no: (03) 5824 2534).

5. Regulation 7.11.37 determination: A determinati@s lbeen made by the board of directors of
Tatura Milk under regulation 7.11.37 of the Corpionas Regulations 2001 (Cth) that those
persons who are registered as the holders of A ctakeemable preference shares in Tatura Milk
as at 7:00pm (Melbourne time) on Monday 12 Decendiodrl, excluding Bega Cheese Limited
or any subsidiary of Bega Cheese Limited, will b&en to be the holders of those A class
redeemable preference shares for the purposegeriring voting entitlements at the scheme
meeting.

Eligibility to attend and vote

This scheme meeting is a meeting of the member$atdra Milk who hold A class redeemable
preference shares in Tatura Milk, excluding Beg&d3le Limited or any subsidiary of Bega Cheese
Limited. Only those members are entitled to attend vote at the scheme meeting.

Convening of this meeting

The Supreme Court of Victoria has ordered the coimge of the scheme meeting to consider the
proposed scheme of arrangement between Taturaavdkits members who hold A class redeemable
preference shares. The court has directed th&dgRIcCross or, if he is unable or unwilling to deed

De Cicco to act as chair of the scheme meetinghasdalso directed the chair to report the resulbef
meeting to the court to the extent it relates todbheme of arrangement. The scheme of arranggeifnent
approved by members, will be subject to the subsegapproval of the court. This notice should be
read in conjunction with the scheme booklet of Wwhtbis notice forms part. The scheme booklet
contains, among other things, a copy of the schefnarrangement as contained in the scheme of
arrangement deed between Tatura Milk and Bega €@heested. The scheme booklet also provides
information about the scheme of arrangement andldioe read in its entirety.

Defined terms

A word or term defined in section 10 of the schdmeklet of which this notice forms part, has the
same meaning in this notice, unless the contexrate requires.
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Corporate directory

Tatura Milk Industries Limited
ABN 66 006 603 970

Registered office
236 Hogan Street
Tatura VIC 3616

Directors

Barry Irvin AM
Richard Parbery
Colin Griffin
Aidan Coleman
Rick Cross

Ken Wood

Fred De Cicco
Jeff Odgers

Executive general manager
Paul van Heerwaarden

Company secretaries
Colin Griffin

Paul van Heerwaarden
Jason Wells

Corporate adviser

Lawler Corporate Finance Pty Ltd
Level 9, 1 O’'Connell Street
Sydney NSW 2000

Independent expert

Value Adviser Associates Pty Ltd
Level 2

65 Southbank Boulevard
Southbank VIC 3006

Merger inquiry contact details
Stuart Brown

Tatura Milk

(03) 5824 6200

Lawyers

Norton Gledhill

Commercial Lawyers

Level 23, 459 Collins Street
Melbourne VIC 3000

Taxation adviser

MB+M Business Solutions
Chartered Accountants

23 Nixon Street
Shepparton VIC 3630
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