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CONSTITUTION
OF
FONTERRA CO-OPERATIVE GROUP LIMITED

PART A - CO-OPERATIVE PRINCIPLES OF COMPANY

PURPOSE AND PRINCIPAL ACTIVITIES

Purpose: The purpose of the Company in carrying out its business is to maximise the wealth of
its Shareholders by:

(€) the sale of their Milk;
(b) providing a purchaser of that Milk; and
(c) enhancing the value of the Co-operative Shares.

Principal activities: The principal activities of the Company are:

@) the manufacture and sale of butter, cheese, dried Milk, or casein, or any other
product derived from Milk or Milksolids supplied to the Company by its Shareholders;

(b) the sale to any person of Milk or Milksolids supplied to the Company by its
Shareholders; or

(c) the collection, treatment, and distribution for human consumption of Milk or cream
supplied to the Company by its Shareholders.

No restriction on activities: Clause 1.2 does not limit, or impose a restriction on, the activities
of the Company.

SHAREHOLDERS

Applications for supply: Any person that intends to commence the supply of Milk to the
Company shall give written notice of that intention to the Company and complete such
application in the form and by the time the Board may from time to time determine in a manner
consistent with any applicable enactment.

Irrevocable application: The supply by any person of Milk to the Company is an irrevocable
application by that person to become a Shareholder and to hold the number of Co-operative
Shares from time to time required by the Share Standard, or by the Board under clause 3.3, as
applicable.

Board may accept application: The Board may in its absolute discretion decide:

(€) whether or not to accept an application by a person to become a Shareholder made
in accordance with clause 2.2 or any application procedure which the Board may
from time to time determine; and

(b) whether or not to accept the supply of Milk from any person, on such terms and
conditions as the Board thinks fit, without requiring that person to become a
Shareholder in respect of that supply.

Board may not issue Co-operative Shares to certain persons: The Board may not issue
Co-operative Shares to a person:



25

2.6

2.7

2.8

3.1

3.2

3.3

2152385 vl

€) whose supply or estimated supply of Milksolids obtainable from Milk to be supplied to
the Company by that person in a Season is less than 1,000 kilograms of Milksolids or
such minimum level of supply as determined from time to time by the Board, being a
level not more than 15% greater than the level applying in the preceding Season; or

(b) who is a Sharemilker who has not been approved by the Board as a Shareholder in
accordance with either any rules established by the Board from time to time or any
applicable enactment.

Separate designation for supplies from each Farm: The supply of Milk to the Company from
each Farm shall be treated as a supply from a separate Shareholder, and the Company shall
take appropriate steps to ensure the Co-operative Shares relating to the supply from each such
Farm are registered separately in the Share Register and other applicable records of the
Company.

Requests for separate designation for suppliers from same Farm: A Shareholder may
request the Company to treat the supply of Milk from the same Farm as split between supply by
two or more persons in accordance with any rules established by the Board from time to time
and, subject to clause 2.7, the Company shall take appropriate steps to ensure the Co-operative
Shares relating to each such separate supply are registered separately in the Share Register
and other applicable records of the Company.

Requests for acceptance of supply as not being from a Shareholder: A Shareholder may
request the Company to accept one or more of the supplies of Milk described in clause 2.6 as
being a supply from a person not required to become a Shareholder in respect of that supply,
and that request shall be determined by the Board in accordance with clause 2.3(b).

Identification of separate supply: For the purposes of clauses 2.5, 2.6 and 2.7 a Farm or
separate supply from a Farm shall be identified in such reasonable manner as the Board
determines shall most effectively ensure that the Company may treat supply from that Farm as
being separate and distinct from any other Farm, or from other Milk supplied from that Farm, in
the case of clauses 2.6 and 2.7, for operational, Milk quality and commercial purposes. The
initial identification shall, in the Company's discretion, be by reference to the Farm supply
number, party number, farm grouping number, Farm tank number or such other identifier as the
Company may specify or by which that Farm or that separate supply is identified in the records
of the Company for the time being.

CO-OPERATIVE SHARE STANDARD

Obligation of Shareholders to hold a number of Co-operative Shares: Subject to clauses
3.3, 3.4 and 5.1(d) to 5.1(f) each Shareholder supplying Milk to the Company in a Season shall
hold a number of Co-operative Shares for that Season:

€) at least equal to the number of Co-operative Shares determined in accordance with
the Share Standard for that Season; and

(b) not greater than the number of Co-operative Shares determined in accordance with
the Share Standard for that Season, plus a number of Co-operative Shares (rounded
down to the nearest whole number of Co-operative Shares) equal to 20% of the
number of Co-operative Shares determined in accordance with the Share Standard
for that Season.

Share Standard: The Share Standard for each Season shall be one Co-operative Share for
each kilogram of Milksolids obtainable from Milk supplied to the Company by a Shareholder in
that Season (excluding Milk supplied on Contract Supply).

Unshared supply: The Board may permit, at its discretion and on such terms as it sees fit,
Shareholders to hold fewer Co-operative Shares than required by the Share Standard in a
Season, provided that no Shareholder may hold a number of Co-operative Shares which is less
than the number of Co-operative Shares required by the Share Standard in a Season by a
number of Co-operative Shares which is greater than 20% of the number of Co-operative
Shares required by the Share Standard in that Season.
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Contract Supply: Without limiting any other provision of this Constitution, the Board may, at its
discretion and on such terms as it sees fit, permit a Shareholder to supply Milk to the Company
in a Season on Contract Supply. The aggregate amount of Milksolids obtained from Milk
supplied to the Company by Shareholders in a Season on Contract Supply shall not exceed
15% of the total Milksolids obtained from all Milk supplied by Shareholders to the Company in a
12-month period prior to the commencement of that Season selected by the Board. Without
limiting the terms which the Board may set for Contract Supply under clause 9.4, the Board:

(a) shall set, or determine the methodology for setting, the amount to be paid to a
Shareholder for Milk supplied to the Company on Contract Supply; and

(b) may require a Shareholder to hold a minimum number of Co-operative Shares
continuously throughout the term of any arrangements for the supply of Milk to the
Company by that Shareholder on Contract Supply.

FAIR VALUE OF CO-OPERATIVE SHARES AND MILK PRICE

Fair Value of a Co-operative Share: A Co-operative Share shall have a Fair Value, as
determined from time to time in accordance with this clause 4.

Fair Value Range method: The Valuer shall determine the method for establishing the Fair
Value Range for a Co-operative Share (within a range of 92.5% to 107.5% of the mid point)
which is fair to all holders of Co-operative Shares having regard to the projected businesses
and projected sustainable earnings of the Company as at 1 June of the Season to which the
Fair Value Range relates, taking into account the factors described in clause 4, and otherwise
acting in accordance with best valuation practices.

Consistency of Fair Value Range method: Subject to this clause, the valuation method
applied by the Valuer for each Season shall be consistent with the method applied for the
preceding Season. The Valuer may apply a method (determined by the Valuer acting
reasonably) which is different from that applied for the preceding Season if in the Valuer's
reasonable opinion:

€) exceptional circumstances require that a different method be applied for a particular
Season, in which case the Valuer shall apply the different method for that Season; or

(b) a different method is required on an ongoing basis, in which case the Valuer
thereafter shall apply the different method. If a single element of the different method
would, by itself, result in the mid point of the Fair Value Range for a Co-operative
Share differing by more than 5% from the mid point which would have resulted had
there been no such change to that element, then that different element shall be
limited in its application to 5% for each subsequent Season, until fully implemented
by the cumulative effect of those applications.

Subject to clause 49 but notwithstanding any other provision of this Constitution, the Valuer
shall, in estimating or determining the Fair Value Range for a Season, apply a valuation method
based on a cost of Milk supplied to the Company by Shareholders equal to the projected Milk
Prices determined by the Valuer in accordance with clause 4.6, even if a different basis for
determining that cost has been applied in prior Seasons. Nothing in this clause 4.3 shall limit or
restrict in any manner the operation of clause 4.11.

Factors to be taken into account in determining the Fair Value Range for a Co-operative
Share: The method for establishing the Fair Value Range for a Co-operative Share shall take
into account:

@ the projected sustainable earnings of the Company's Commodity Milk Business
based on a cost for Milk supplied to the Company by Shareholders equal to the
projected Milk Prices determined by the Valuer in accordance with clause 4.6;

(b) the projected sustainable earnings of all other business of the Company based on a
cost for Milk supplied to the Company by Shareholders equal to the projected Milk
Prices determined by the Valuer in accordance with clause 4.6;
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(c) forecast movements in volumes of Milk to be supplied to the Company and the
consequent impact on the capital structure of the Company and the operating and
capital expenditure required by the Company;

(d) forecast foreign currency exchange rates;

(e) the rights and obligations of Shareholders to subscribe for further Co-operative
Shares and surrender existing Co-operative Shares, in accordance with the Share
Standard, for Fair Value and the effect on the Company of the surrender of those Co-
operative Shares which in the opinion of the Valuer will be surrendered pursuant to
clause 5 in each Season or otherwise;

) the number and terms of issue of Peak Notes issued and estimated to be issued by
the Company, the rights and obligations of the Shareholders to subscribe for further
Peak Notes and redeem Peak Notes in accordance with the Peak Note Standard in
accordance with the Peak Notes Trust Deed and the effect on the Company of the
redemption of those Peak Notes which in the opinion of the Valuer will be redeemed
in accordance with clause 7 in each Season or otherwise;

(9) any rights pursuant to any applicable enactment or otherwise of any person who is
not a Shareholder to become a Shareholder and supply Milk to the Company, and
the terms and conditions on which that person may do so;

(h) any limitations or restrictions (whether set out in the Act, the Co-operative
Companies Act, this Constitution or otherwise) on the persons who may subscribe
for, acquire or hold Co-operative Shares;

0] the right of Shareholders to receive Distributions, including distributions of the surplus
assets of the Company on liquidation; and

0] any limitations or restrictions (whether set out in the Act, the Co-operative
Companies Act, this Constitution or otherwise arising) on the circumstances under
which Co-operative Shares may be issued, surrendered or otherwise transacted
(including, without limitation, restrictions on the number of days within a Season on
which Co-operative Shares may be issued, surrendered or otherwise transacted),
which, from 30 June 2010, include the transaction of Co-operative Shares under
Trading Among Farmers (as defined in clause 49.1) as if the New Constitution was in
effect and the features described in clause 49.2 were in place based on the level of
detail provided to Shareholders or otherwise made available to the Valuer at the
relevant point in time.

Determination of Fair Value Range: Not later than 1 December each year the Valuer shall
advise the Board of the Valuer's estimates of the Fair Value Range for a Co-operative Share for
the next Season. The Board shall promptly require and the Valuer shall promptly provide
further estimates if in its opinion circumstances have arisen as a result of which such further
estimates would substantially differ from those most recently provided. Not later than the
following 15 May, the Valuer shall finally determine and advise the Board of the Fair Value
Range for a Co-operative Share for the next Season and the Valuer's method used in
determining them in accordance with this Constitution.

Determination of Milk Price: The Company shall maintain, in a form approved by the Board
from time to time, a manual ("Milk Price Manual") setting out the policies and methodology for
the determination of the Milk Price. The Milk Price Manual must reflect the application of the
Milk Price Principles which, for the purposes of this Constitution, are deemed to be included in
Part A of this Constitution. The Milk Price must be determined in accordance with the Milk Price
Manual. A reasonable time prior to the Valuer making an estimate or a determination of the Fair
Value Range under clause 4.5 for a Season, the Board shall provide the Valuer with the Milk
Price Manual and any other information relating to the projected Milk Price for that Season that
the Valuer may reasonably request. In doing so, the Board shall notify the Valuer and the
Shareholders' Council of any change to the Milk Price Manual that has been made since the
Milk Price Manual was last provided to the Valuer as required by this clause (“Milk Price
Change”). The Valuer shall, in its discretion acting in accordance with best valuation practices,
determine the projected Milk Price necessary for its estimate or determination of the Fair Value
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Range after having due, proper and reasonable regard to the Milk Price Principles and to the
terms of the Milk Price Manual. Without limiting the generality of the foregoing, to the extent
that the Valuer considers that a Milk Price Change causes the Milk Price Manual to be
inconsistent with the Milk Price Principles, the Valuer may elect to disregard that Milk Price
Change. The Valuer shall notify the Board if it considers that it would be appropriate to
disregard a Milk Price Change, such notice to be given in sufficient time to allow the Board to
consult with the Valuer prior to the time that the Valuer is next required to provide an estimate or
determination of the Fair Value Range.

Reporting Fair Value Range: At the time the Valuer advises the Board of the estimates and
final values in accordance with clause 4.5, the Valuer shall provide to the Board and the
Shareholders' Council an outline of:

€) the Valuer's determination of the Fair Value Range for a Co-operative Share;
(b) the method adopted for establishing the Fair Value Range for a Co-operative Share;
(c) any change in the method used by the Valuer for determining the Fair Value Range

for a Co-operative Share;

(d) the reasons for adopting the method referred to in sub-clause (b) and for changes in
the method as described in sub-clause (c), as the case may require;

(e) the projected Milk Prices used by the Valuer in its determination of the Fair Value
Range; and
) the key assumptions made in determining the values provided by the Valuer;

but this outline shall not contain any confidential information if that information may, in the
opinion of the Valuer (in consultation with the Board), adversely affect the Company's business.

Estimated Fair Value to be advised by the Board: The Board shall advise Shareholders
within 15 days of the receipt by the Board of the estimates referred to in clause 4.5 of the value
which the Board then estimates will be the most appropriate Fair Value for a Co-operative Share
for the Season to which the estimate relates should no circumstances change between then
and the time when it is required to determine the final value pursuant to clause 4.9. Except as
may be required by any applicable enactment, that estimate shall not bind the Board when
making that final determination.

Determination of Fair Value: The Board shall not later than 1 June each year determine the
Fair Value for a Co-operative Share that shall apply for the Season commencing on that date.
The Fair Value shall be within the Fair Value Range for a Co-operative Share. In determining
that Fair Value the Board shall seek to avoid acting in a manner that is, or is likely to be
oppressive, unjustifiably discriminatory, or unfairly prejudicial to:

€) a Shareholder who wishes to surrender Co-operative Shares in, and cease supplying
Milk to, the Company; or

(b) a Shareholder who increases or decreases the supply of Milk to the Company during
a Season resulting in that Shareholder having to subscribe for further Co-operative
Shares or surrender existing Co-operative Shares, in accordance with the Share
Standard,

and shall not unjustifiably discriminate between prospective Shareholders of the Company who
wish to commence supplying Milk to the Company. The Fair Value for the 2001/2002 Season
shall be that specified in the Merger Proposal.

Disclosure to Shareholders: Upon determining the Fair Value the Board shall promptly
disclose to Shareholders:

€) the Board’s determination of the Fair Value for a Co-operative Share;
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(b)

(©)

the Board's reasons for determining that Fair Value for a Co-operative Share
including any reasons for not determining that Fair Value as the mid point of the Fair
Value Range; and

the outline provided by the Valuer pursuant to clause 4.7.

The Board need not disclose confidential information if disclosure of that information may, in the
opinion of the Board, adversely affect the Company's business.

Requirements for the Share Price Transition Seasons: Subject to clause 49 but
notwithstanding clause 4.3 or any other provision of this Constitution, the following provisions
shall apply in respect of the Share Price Transition Seasons:

@)

(b)

(©)

(d)

(e)

The Valuer shall not take into account, and shall disregard the effect of, the factors
described in clause 4.4(j) in estimating and determining a Fair Value Range for a
Share Price Transition Season, notwithstanding that those factors may or would
otherwise be required to be taken into account under any of the sub-clauses in
clause 4.4 or any other provision of this Constitution.

At the same time as, pursuant to clauses 4.5 and 4.11(a), the Valuer advises the
Board of an estimate or final determination, as the case may be, of the Fair Value
Range for a Share Price Transition Season, the Valuer shall also advise the Board of
an estimate or final determination, as the case may be, of a Fair Value Range for that
Share Price Transition Season determined having taken into account the factors
described in clause 4.4(j), and otherwise determined in all respects on the same
basis as the Fair Value Range determined in accordance with clause 4.11(a) (and
the Fair Value Range so determined, having taken into account those factors, is
referred to in this clause as the "Restricted Market Value Range").

The information provided by the Valuer to the Board and the Shareholders' Council
pursuant to clause 4.7 in relation to the Fair Value Range for a Share Price Transition
Season shall also include an outline of the Valuer's determination of the Restricted
Market Value Range for the Share Price Transition Season.

Clause 4.8 shall not apply to the Board in relation to estimates of the Fair Value for a
Share Price Transition Season. For each Share Price Transition Season, the Board
shall advise Shareholders, within 15 days of the receipt by the Board of the estimates
referred to in clauses 4.5 and 4.11(b), of an estimate of the Fair Value for the Share
Price Transition Season determined in accordance with this clause. Except as may
be required by any applicable enactment, that estimate shall not bind the Board when
making a final determination of the Fair Value. The estimate given by the Board
under this clause shall be determined as follows:

0] The Base Price shall be the estimate given by the Board of the Fair Value
for that Share Price Transition Season unless sub-clause (ii) or sub-clause
(iii) applies.

(i) If the Base Price is equal to or less than the mid point of the estimate

received by the Board of the Restricted Market Value Range for that Share
Price Transition Season, the Board shall give an estimate of the Fair Value
for that Share Price Transition Season which is within that estimate of the
Restricted Market Value Range.

(i) If the Base Price is equal to or greater than the mid point of the estimate
received by the Board of the Fair Value Range for that Share Price
Transition Season, then the Board shall give an estimate of the Fair Value
for that Share Price Transition Season which is within that estimate of the
Fair Value Range.

Clause 4.9 shall not apply to the Board in relation to the determination of the Fair
Value for a Share Price Transition Season. The Board shall not later than 1 June in
the relevant year determine the Fair Value that shall apply for the Share Price
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(®

(@)

(h)

Transition Season commencing on that date. The Fair Value shall be determined as
follows:

0] The Base Price shall be the Fair Value for that Share Price Transition
Season unless sub-clause (ii) or sub-clause (iii) applies.

(i) If the Base Price is equal to or less than the mid point of the Restricted
Market Value Range for that Share Price Transition Season, the Board
shall determine a Fair Value for that Share Price Transition Season which
is within the Restricted Market Value Range, and clause 4.11(g) shall

apply.

(i) If the Base Price is equal to or greater than the mid point of the Fair Value
Range for that Share Price Transition Season, the Board shall determine a
Fair Value for that Share Price Transition Season which is within the Fair
Value Range, and clause 4.11(f) shall apply.

If the Fair Value for a Share Price Transition Season is determined in accordance
with clause 4.11(e)(iii), that Fair Value shall be the Base Price for each subsequent
Share Price Transition Season, subject to any subsequent alteration of the Base
Price in accordance with this clause.

If the Fair Value for a Share Price Transition Season is determined in accordance
with clause 4.11(e)(ii), then no subsequent Season shall be a Share Price Transition
Season.

For each Season after the last Share Price Transition Season, clauses 4.1 to 4.10
shall apply without modification by this clause 4.11, except that clause 4.3 shall not
apply to the extent it would otherwise restrict the operation of this clause 4.11(h).

ISSUE AND SURRENDER OF CO-OPERATIVE SHARES

Issue and surrender of Co-operative Shares: Subject to the terms of the Merger Proposal:

(@)

(b)

(©

New Shareholders and applications to increase supply: Where a person whose
application to become a new Shareholder in a Season has been accepted by the
Board in accordance with clause 2.3, or where an application has been made by a
Shareholder to supply more Milk in a Season (excluding Milk to be supplied on
Contract Supply) than was supplied by that Shareholder in the preceding Season
(excluding Milk supplied on Contract Supply) and that application has been accepted
by the Board, the Board shall issue to that Shareholder the number of Co-operative
Shares that Shareholder is required to hold in accordance with the Share Standard
(based on the Company's estimate of the supply of Milk (excluding Milk to be
supplied on Contract Supply) by that Shareholder to the Company during that
Season). The consideration for the issue of each of those Co-operative Shares shall
be the Fair Value for that Season. Those Co-operative Shares shall be issued on or
before 15 July in that Season, or as soon as practicable thereafter.

Undershared Shareholders: Where a Shareholder holds fewer Co-operative
Shares than required by the Share Standard in a Season, or than required by the
Board for a Season under clause 3.3, as applicable, in each case based on the
actual supply of Milk by that Shareholder to the Company during that Season
(excluding Milk supplied on Contract Supply), the Board shall issue to that
Shareholder the additional number of Co-operative Shares that Shareholder is so
required to hold. The consideration for the issue of each of those Co-operative
Shares shall be the Fair Value for the following Season. Those Co-operative Shares
shall be issued on or before 15 July in the Season next following the Season of
supply, or as soon as practicable thereafter.

Overshared Shareholders: Where in a Season (the "Season of Supply") a
Shareholder holds more Co-operative Shares than the aggregate of the following:
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(d)

0] the number of Co-operative Shares required by the Share Standard in the
Season of Supply (based on the actual supply of Milk by that Shareholder
to the Company during the Season of Supply, excluding Milk supplied on
Contract Supply); and

(i) a number of Co-operative Shares (rounded down to the nearest whole
number of Co-operative Shares) equal to 20% of the number of Co-
operative Shares determined under sub-clause (i),

the Company shall on or before 15 July in the following Season, or as soon as
practicable thereafter, require the surrender of the number of Co-operative Shares in
excess of the aggregate (provided that, to the extent the surrender of Co-operative
Shares would cause the Shareholder to be in breach of a requirement under clause
3.4 or clause 5.2 or of any Terms and Conditions applicable to the Shareholder, or
would cause the Shareholder to hold fewer Co-operative Shares than the minimum
required at that time under clause 2.4(a) and the Share Standard for a person to
commence supplying Milk to the Company, the Board may determine that the
surrender shall not be effected). The Shareholder may elect within 21 days of the
end of the Season of Supply (or such longer period set by the Board from time to
time) to surrender all or some of the number of Co-operative Shares held in excess
of the number referred to in clause 5.1(c)(i), in which case the Board shall require the
surrender of such Co-operative Shares, provided that to the extent the surrender of
Co-operative Shares would cause the Shareholder to be in breach of a requirement
under clause 3.4 or clause 5.2, or of any Terms and Conditions applicable to the
Shareholder, or would cause the Shareholder to hold fewer Co-operative Shares
than the minimum required at that time under clause 2.4(a) and the Share Standard
for a person to commence supplying Milk to the Company, the Board may determine
that the surrender shall not be effected. The consideration for the surrender of each
Co-operative Share under this clause shall be the Fair Value for the Season following
the Season of Supply less any amount not paid up on that Co-operative Share
(whether or not due for payment).

Exiting Shareholders and applications to decrease supply: Where a
Shareholder has given notice in accordance with clause 5.3 of intention not to supply
any Milk to the Company in a Season, or where an application has been made by a
Shareholder to supply less Milk in a Season (excluding Milk to be supplied on
Contract Supply) than was supplied by that Shareholder in the preceding Season
(excluding Milk supplied on Contract Supply) and that application has been accepted
by the Board (and, without limiting the discretion of the Board, each Shareholder
agrees that the Board need not accept an application which would cause the
Shareholder to be in breach of a requirement under clause 3.4 or clause 5.2 or of any
Terms and Conditions to which that Shareholder is subject), the Company shall
require that Shareholder to surrender all Co-operative Shares held by that
Shareholder and redeem all Peak Notes held by that Shareholder (or, in the case of
reduced supply only, a commensurate number of Co-operative Shares and Peak
Notes such that the Shareholder will hold the Co-operative Shares and Peak Notes
required to be held by the Share Standard and Peak Notes Standard for the Season,
or such greater number of Co-operative Shares elected by the Shareholder and not
exceeding the number permitted to be held under clause 3.1(b) for the Season, in
each case based on the Company's estimate of the supply of Milk (excluding Milk to
be supplied on Contract Supply) by that Shareholder to the Company during that
Season), but for the avoidance of doubt only after any issues or surrenders required
by clauses 5.1(b) or 5.1(c) have taken place. The consideration for that surrender or
redemption shall be:

0] in the case of a surrender of each of those Co-operative Shares, the Fair
Value for the Season in respect of which that Shareholder has given
notice of intention not to supply any Milk, or made an application to supply
less Milk, to the Company less any amount not paid up on that Co-
operative Share; and

(i) in the case of a redemption of each of those Peak Notes, the Peak Note
Price.



The Company shall on or before 15 July in the Season in respect of which that
Shareholder has given notice of intention not to supply any Milk, or made an
application to supply less Milk, to the Company, or as soon as practicable thereafter,
require the surrender of those Co-operative Shares and redeem those Peak Notes.

(e) Split supply Shareholder: Where a Shareholder has given notice of intention to not
supply in a Season a percentage of the Milk previously supplied by that Shareholder
from a Farm (the percentage so notified being called "Diverted Milk Percentage")
and that Milk is to be supplied by that Shareholder to another purchaser pursuant to
any applicable enactment, the Company may require that Shareholder to surrender a
commensurate number of Co-operative Shares (such that the Shareholder will hold
the Co-operative Shares required to be held by the Share Standard for the Season,
or such greater number of Co-operative Shares elected by the Shareholder and not
exceeding the number permitted to be held under clause 3.1(b) for the Season, in
each case based on the Company's estimate of the supply of Milk (excluding Milk to
be supplied on Contract Supply) by that Shareholder to the Company during that
Season). The consideration for the surrender of each of those Co-operative Shares
shall be the Fair Value for the Season in respect of which that Shareholder has given
notice of intention not to supply the Diverted Milk Percentage to the Company less
any amount not paid up on that Co-operative Share. The Company may on or before
15 July in the Season in respect of which that Shareholder has given notice of
intention not to supply the Diverted Milk Percentage to the Company, or as soon as
practicable thereafter, require the surrender of those Co-operative Shares. The
Diverted Milk Percentage shall not at any time exceed 20% of the total Milk produced
in the whole of the applicable Season and in each day of that Season on that Farm.
Whether any such notice may be given by any Shareholder, the time for giving any
such notice and the conditions on which it shall be given or accepted shall be those
determined by the Board from time to time in a manner consistent with any applicable
enactment.

) Additional Co-operative Shares: On the application of a Shareholder, or a
successful applicant under clause 2.3, the Company may issue to the Shareholder or
applicant additional Co-operative Shares. Those additional Co-operative Shares
shall be issued on the following basis:

0] The issue of those additional Co-operative Shares shall be at the
discretion of the Board from time to time.

(i) The terms of issue of those additional Co-operative Shares shall be at the
discretion of the Board from time to time.

(i) The Board may from time to time set the period during which any
application may be made for those additional Co-operative Shares, and
the date on which any of those additional Co-operative Shares applied for
during each such period shall be issued. Unless otherwise determined by
the Board, each such additional Co-operative Share shall be issued on or
before 15 July next following the date on which it is applied for, or as soon
as practicable thereafter.

(iv) The Board shall decline to issue any of those additional Co-operative
Shares to the extent that, following any issue, a Shareholder would hold
more Co-operative Shares than that Shareholder is permitted to hold
under clause 3.1(b).

(v) The limit on the number of Co-operative Shares a Shareholder is
permitted to hold under clause 3.1(b) shall be calculated for these
purposes as follows:

(aa) If clause 5.1(a), (d) or (e) has been applied in relation to Milk to
be supplied by that Shareholder in a Season during which any of
those additional Co-operative Shares are to be issued then that
limit shall be based on the Company's estimate of that
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Shareholder's supply of Milk for that Season, made for the
purpose of clause 5.1(a), (d) or (e), as the case may be.

(bb) In all other cases, based on the actual supply of Milk by that
Shareholder during the Season prior to that during which any of
those additional Co-operative Shares are to be issued.

(cc) Any such calculation shall exclude any Milk supplied on Contract
Supply.

The consideration for each of those Co-operative Shares shall be the Fair
Value in the Season in which it is issued.

Company may issue or surrender Co-operative Shares during a Season: The Company
may at any time during a Season determine that the number of Co-operative Shares required,
or permitted, to be held by a Shareholder for that Season under clause 3.1(a) or clause 3.1(b)
respectively will differ from the number of Co-operative Shares held by a Shareholder. In that
case and based on that determination:

(a) the Board may, at any time, issue to that Shareholder the additional number of Co-
operative Shares that Shareholder is required to hold in accordance with clause
3.1(a), and, if elected by the Shareholder, a number of Co-operative Shares not
exceeding the further number of Co-operative Shares that Shareholder is permitted
to hold in accordance with clause 3.1(b);

(b) the Company may, at any time, require that Shareholder to surrender the number of
Co-operative Shares held in excess of the number of Co-operative Shares permitted
to be held in accordance with clause 3.1(b), and, if elected by the Shareholder, some
or all of the Co-operative Shares held in excess of the number of Co-operative
Shares required to be held in accordance with clause 3.1(a);

(c) the consideration for the issue of each such Co-operative Share shall be the Fair
Value for the Season during which those Co-operative Shares are so issued; and

(d) the consideration for the surrender of each such Co-operative Share shall be the Fair
Value for the Season in which that surrender is required less any amount not paid up
on that Co-operative Share.

In exercising this discretion the Company may rely on any information or estimate of supply
provided to it by that Shareholder, and (without limiting the terms of supply which the Board may
set under clause 9.4) the Board may, as a condition to issuing to any Shareholder any Co-
operative Shares in excess of the number required to ensure the Shareholder holds the number
required under clause 3.1(a), require the Shareholder to hold a minimum number of Co-
operative Shares continuously throughout a period set by the Board.

Notice of intention to cease to supply Milk to the Company: Any Shareholder that intends
not to supply any Milk to the Company in a Season, or to supply less Milk in a Season than the
minimum that is required at that time for the Shareholder to hold Co-operative Shares pursuant
to clause 2.4(a), shall give written notice of that intention to the Company. Such notice (except
to the extent agreed otherwise by the Board) shall be given not fewer than three months before
the commencement of that Season. If a Shareholder fails to give notice as required by this
clause, the payment due to that Shareholder pursuant to clause 5.6 shall, at the discretion of
the Board, be due 12 months later than it otherwise would. No Shareholder shall give such a
notice if it is in breach of a requirement of clause 3.4 or clause 5.2, or of any Terms and
Conditions to which the Shareholder is subject.

Surrender of Co-operative Shares at option of Company: The Company may require a
Shareholder to surrender any or all Co-operative Shares held by that Shareholder or the
Company may redeem any or all Peak Notes held by a Shareholder at any time, if:

(€) the Company becomes aware that that Shareholder is a person to whom the Board
may not then issue Co-operative Shares in accordance with clause 2.4;
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(b) that Shareholder has ceased to supply Milk to the Company; or

(c) that Shareholder has failed to comply in any material respect with the Terms and
Conditions on which that Shareholder supplies Milk to the Company;

and the Board may in its absolute discretion determine the time at which the surrender or
redemption will take effect. The consideration for that surrender or redemption:

(d) in the case of a surrender of each of those Co-operative Shares, shall be the Fair
Value for the Season in which the Board determines the surrender shall take effect
less any amount not paid up on that Co-operative Share; and

(e) in the case of a redemption of each of those Peak Notes, shall be the Peak Note
Price;

and shall be due at such time as the Board determines, being no later than the date on which it
would have been due pursuant to clause 5.3.

Payment for the issue of Co-operative Shares: The Board may issue Co-operative Shares
on the basis that the consideration for the issue of those Co-operative Shares may be debited to
an account of the Shareholder held with the Company and in any event may require or permit:

(€) payment of the issue price at such time or times as the Board shall specify; and
(b) satisfaction of the issue price either:
0] by the purchase by the Company from the Shareholder or the redemption

by the Company (at the Company's option) of such Capital Notes or Peak
Notes having an aggregate principal amount equal to the issue price and
the application of the proceeds thereof to the issue price; or

(i) by payment in cash; or
(i) a combination of (i) and (ii).

Payment for surrender of Co-operative Shares: The Surrender Value for the surrender of
Co-operative Shares may be credited to an account of the Shareholder held with the Company
and in any event satisfied by any one or more of the following means, and in such combination
as the Board determines, but applied in a uniform manner in respect of all Shareholders
required to surrender Co-operative Shares at the same time:

(@ the issue to the Shareholder, within 30 Working Days after the resolution of the
Board requiring the surrender of those Co-operative Shares, of Capital Notes having
an aggregate Capital Note Value equal to the Surrender Value of the relevant Co-
operative Shares being surrendered, but only if Capital Notes are, at that time,
quoted on a stock exchange (whether or not that quotation is suspended at that
time); or

(b) payment in cash, within 30 Working Days after the resolution of the Board requiring
the surrender of those Co-operative Shares.

Special provisions for surrender in certain circumstances: If, the number of Co-operative
Shares required to be surrendered in any Season exceeds 5% of the total number of Co-
operative Shares on issue at the commencement of that Season, and the Board considers that
payment of the Surrender Value for those Co-operative Shares required to be surrendered (and
payment of the Peak Note Price for the Peak Notes to be redeemed) will be likely to materially
adversely affect the ability of the Company to carry out its then current business plan, then the
Board may satisfy the Surrender Value for the surrender of those Co-operative Shares by any
combination both of the means described in the preceding clause and the issue of Redeemable
Preference Shares to the Shareholders surrendering Co-operative Shares as the Board
determines, but applied in a uniform manner in respect of all Shareholders required to surrender
Co-operative Shares at the same time. Those Redeemable Preference Shares:
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€) shall have a compulsory redemption date determined by the Board at the time of
issue, being a date not later than three years after their issue and may be redeemed
at any time at the option of the Company;

(b) shall be redeemable (at the Company's option) for cash for an amount, or the issue
to the Shareholder of Capital Notes having an aggregate Capital Note Value, equal to
the Surrender Value of the Co-operative Shares in respect of which they are issued
as at the date of issue of the Redeemable Preference Shares;

(c) shall have no voting rights except for one vote on a poll for each Redeemable
Preference Share on a resolution which relates to actions that affect the rights
attached to Redeemable Preference Shares;

(d) shall bear a cumulative dividend at the rate determined by reference to such
percentage of the interest rate of the Capital Notes as shall be determined by the
Board; and

(e) shall rank in preference to all other Shares issued by the Company but shall

otherwise be subordinated to all other indebtedness of the Company.

Company to issue or Shareholder to acquire Co-operative Shares: The Co-operative
Shares required to be held by each Shareholder in accordance with the Share Standard may be
issued by the Company under the preceding provisions of this clause or acquired by the
Shareholder from another Shareholder and in the latter case, the Shareholder shall not be
treated by the Company as being the holder of those Co-operative Shares until the name of the
new holder of those Co-operative Shares has been entered in the Share Register, and the
provisions of this Constitution in respect of that transfer have been complied with.

Limitation on surrender of Co-operative Shares: Co-operative Shares may only be
surrendered in accordance with this clause 5.

Information to be provided by Shareholders: A Shareholder shall provide such reasonable
information as the Board considers necessary to enable it to ensure that the Shareholder holds
the number of Co-operative Shares required by this Constitution.

SUPPLY REDEMPTION RIGHTS

No Supply Redemption Rights: No further Supply Redemption Rights shall be issued by the
Company.

PEAK NOTES

Shareholders to hold number of Peak Notes determined by the Peak Notes Standard:
Each Shareholder supplying Milk to the Company in a Season shall hold a number of Peak
Notes for that Season, determined in accordance with the Peak Note Standard.

Peak Note Standard: The Peak Note Standard for each Season shall be fixed by the Board
prior to the commencement of the Season.

Peak Note Price: The Peak Note Price for a Peak Note shall be fixed by the Board at the time
of issue, but the initial Peak Note Price shall be that specified in the Merger Proposal. The
Company shall give Shareholders reasonable notice of any proposed change to the Peak Note
Price in a Season from that which applied in the preceding Season.

Issue or redemption of Peak Notes: Subject to the terms of the Merger Proposal:

€) New Shareholder Peak Notes: Where a new Shareholder whose application to
become a new Shareholder in a Season has been accepted by the Board in
accordance with clause 2.3, the Company shall issue to that Shareholder the number
of Peak Notes that Shareholder is required to hold in accordance with the Peak Note
Standard (based on the Company's estimate of the Milk Supply Profile of that
Shareholder during that Season). The consideration for the issue of each of those
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Peak Notes shall be the Peak Note Price. Those Peak Notes shall be issued on or
before 15 July in that Season, or as soon as practicable thereafter.

(b) Under holdings of Peak Notes: Where a Shareholder holds fewer Peak Notes than
required by the Peak Note Standard in a Season (based on the Milk Supply Profile of
that Shareholder during the preceding Season), the Company shall issue to that
Shareholder the additional number of Peak Notes that Shareholder is so required to
hold. The consideration for the issue of each of those Peak Notes shall be the Peak
Note Price. Those Peak Notes shall be issued on or before 15 July in that Season,
or as soon as practicable thereafter.

(c) Excess holdings of Peak Notes: Where a Shareholder holds more Peak Notes
than required by the Peak Note Standard in a Season (based on the Milk Supply
Profile of that Shareholder during the preceding Season), the Company may redeem
those excess Peak Notes. The consideration for the redemption of each of those
Peak Notes shall be the Peak Note Price. Those Peak Notes shall be redeemed on
or before 15 July in that Season, or as soon as practicable thereafter.

All issues and redemptions of Peak Notes pursuant to this clause or clauses 5.1(d), 5.4 or 7.5
shall otherwise be made in accordance with the terms of the Peak Notes Trust Deed.

Redemption at option of Peak Note holder: All or any Peak Notes held by a Shareholder in
excess of the Peak Note Standard in a Season may be redeemed at the same time the Board
issues and redeems Peak Notes in accordance with clause 7.4 by the Shareholder giving
written notice to the Board before 30 June of that Season.

Order of redemption of Peak Notes: Peak Notes redeemed by the Company or at the option
of the Shareholder pursuant to clause 7.5 shall be redeemed first in respect of those Peak
Notes longest held and shall be redeemable in accordance with the Merger Proposal or their
terms of issue.

Payment or other satisfaction of Peak Note Price on issue: The Company may issue Peak
Notes on the basis that the Peak Note Price payable for the issue of those Peak Notes may be
debited to an account of the Shareholder held with the Company and in any event may require
or permit:

(@ payment of the Peak Note Price at such time or times as the Board shall specify; and
(b) satisfaction of the Peak Note Price either:
0] by the purchase by the Company from the Shareholder or the redemption

by the Company (at the Company's option) of such Capital Notes having
an aggregate principal amount equal to the Peak Note Price and the
application of the proceeds thereof to the Peak Note Price; or

(i) by payment in cash; or
(i) a combination of (i) or (ii).

Payment of Peak Note Price on redemption: The Peak Note Price payable by the Company
on redemption of any Peak Notes may be credited to an account of the Shareholder held with
the Company and in any event satisfied by any one or more of the following means, and in such
combination as the Board determines, but applied in a uniform manner in respect of all
Shareholders redeeming Peak Notes at the same time:

@) the issue to the Shareholder, within 30 Working Days after the resolution of the
Board issuing or requiring the redemption of Peak Notes in accordance with clause
7.4, of Capital Notes having an aggregate Capital Note Value equal to the Peak Note
Price of the relevant Peak Notes being redeemed, but only if Capital Notes are, at
that time, quoted on a stock exchange (whether or not that quotation is suspended at
that time); or
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(b) payment in cash, within 30 Working Days after the resolution of the Board issuing or
requiring the redemption of Peak Notes in accordance with clause 7.4,

but otherwise paid or satisfied in accordance with the Peak Notes Trust Deed.

Special provisions for redemption in certain circumstances: If, the number of Co-operative
Shares required to be surrendered in any Season exceeds 5% of the total number of Co-
operative Shares on issue at the commencement of that Season, and the Board considers that
payment of the Surrender Value for those Co-operative Shares required to be surrendered (and
payment of the Peak Note Price for the Peak Notes to be redeemed) will be likely to materially
adversely affect the ability of the Company to carry out its then current business plan, then the
Board may satisfy the Peak Note Price payable by the Company on the redemption of Peak
Notes by any combination both of the means described in the preceding clause and the issue of
Redeemable Preference Shares to the holders of those Peak Notes as Board determines, but
applied in a uniform manner in respect of all Shareholders redeeming Peak Notes at the same
time. Those Redeemable Preference Shares:

(€) shall have a compulsory redemption date determined by the Board at the time of
issue, being a date not later than three years after their issue and may be redeemed
at any time at the option of the Company;

(b) shall be redeemable (at the Company's option) for cash for an amount, or the issue
to the Shareholder of Capital Notes having an aggregate Capital Note Value, equal to
the consideration for the redemption of the Peak Notes in respect of which they are
issued as at the date of issue of the Redeemable Preference Shares;

(c) shall have no voting rights except for one vote on a poll for each Redeemable
Preference Share on a resolution which relates to actions that affect the rights
attached to Redeemable Preference Shares;

(d) shall bear a cumulative dividend at the rate determined by reference to such
percentage of the interest rate of the Capital Notes as shall be determined by the
Board; and

(e) shall rank in preference to all other Shares issued by the Company but shall

otherwise be subordinated to all other indebtedness of the Company.

In the exercise of its powers pursuant to this clause, the Board shall as far as possible make
decisions which apply to an equal proportion of Peak Notes held by each affected Shareholder.

Company to issue or Shareholder to acquire Peak Notes: The Peak Notes required to be
held by each Shareholder in accordance with the Peak Note Standard may be issued by the
Company under the preceding provisions of this clause or acquired by the Shareholder from
another Shareholder and in the latter case, the Shareholder shall not be treated by the
Company as being the holder of those Peak Notes until the name of the new holder of those
Peak Notes has been entered in the Peak Note Register, and the provisions of the Peak Notes
Trust Deed in respect of that transfer have been complied with.

Other redemptions: Nothing in this Constitution shall derogate from the Company's rights and
obligations to redeem Peak Notes in accordance with the Peak Notes Trust Deed.

Peak Notes not a Share or separate Class: Peak Notes shall not be or have any rights
attaching to a Share, shall not constitute a Class and the holders of Peak Notes shall not
constitute a separate Interest Group.

Information to be provided by Shareholders: A Shareholder shall provide such reasonable
information as the Board considers necessary to enable it to ensure tha