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Organic Industry — Continued Growth

Organic Retail Sales Growth
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i ""'-.. Organic as % of Grocery Sales

Total Grocery Industry Sales
USA$540 Billion

Total Organic Sales
USA$12.5 Billion
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Source: Food Marketing Institute; Nutrition Business Journal

Ao i
..Eh!n&u.. Importance of Organic for Grocery Growth

Small Percent of Sales - - Large Percent of Growth

Organic is:
» 2% of Grocery industry size.
» 25% of Grocery industry growth.
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Non-Organic Grocery $ 527,550 98% $ 6,100 75%
$ 12,450 g% $ 2,000 25%

Organic

Total Grocery $ 540,000 | 100% ' $ 8,100 100%
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Source: Food Marketing Institute; Nutrition Business Journal
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| 10 Largest Organic Categories . .F‘h:nu; 10 Fastest-Growing Organic Categories
1. Produce $ 4.1 Billion +20% 1. Poultry $ 46 million +112%
2. Soy Beverage $927 million +12% 2. Nut Bars $ 92 million +59%
3. Milk $666 million +19% 3. Tea $125 million +54%
4. Frozen Meals $460 million +21% 4. Aseptic Juice $181 million +49%
5. Yogurt $406 million +22% 5. Canned Fruit/Veg  $110 million +46%
6. Chips/Snacks $344 million +23% 6. Nut Butter $ 39 million +41%
7. Bread $322 million +23% 7. Coffee $ 45 million +34%
8. Cereal $293 million +23% 8. Oil / Shortening $ 44 million +27%
9. Aseptic Juice $181 million +49% 9. Sweeteners $ 33 million +27%
10. Baby Food $169 million + 7% 10. Frozen Desserts $ 85 million +26%
Source: SPINS; Nutrition Business Journal 2003 Source: SPINS; Nutrition Business Journal 2003
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A1 ILEIFs, Importance of Organic for Supermarket Growth A1 ILEIFs, Key Drivers of Organic Growth

1. Consumer Interest.

Top 5 Growth Categories in Grocery
as Rated by Supermarket Retailers 1. Food Safety:
- Concern about pesticides, hormones
90% s “This category is a good or excellent & other residues in foods.
. 80% growth opportunity for supermarkets.” _ Organic offers “Peace of Mind.”
5 71% 71%
% 70% 1 55% 2. Health:
8 60% | 59% - Desire to have higher quality of life
£ over longer period.
% 0% - Frustration with healthcare system.
T 40% 1
§_ 3. Taste:
8 80% - Belief that organic tastes fresher,
%5 20% + better, more flavorful.
2
* 0% 4. Environmental:
0% T T - T - Concern about pesticides and other
Ethnic Foods Organic Foods Private Label ~ Enhanced Waters ~ Frozen Foods toxins in the environment.
Source: Supermarket News
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% Which Foods do Organic Consumers [ . Barriers to Purchase of Organic Products
lgisines’ Buy First? i e

Consumers Adopt certain categories before others.

2nd | evel of Adoption:

1st Level of Adoption:

e Produce e Juice

e Dairy e Meat/ Poultry
* Non-dairy Beverage e Cereal

e Baby Food e Snacks

3'd Level of Adoption: |4t Level of Adoption:
e Frozen e Canned

e Breads e Bulk

¢ Pasta, sauce etc.

11
Source: Hartman Group — January 2004
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Source: Hartman Group 2001




Organic Trends in the US by Mark Retzloff

1. Narrower Premium for
Organic Commodities.

2. Higher Organic
Productivity.

3. Better Infrastructure.

Key Drivers of Organic Growth

3. Industry Development.

1. Larger Retail Outlets in More & Better Locations.

Key Drivers of Organic Growth

3. Industry Development.

2. Larger, More Mainstream Retail Formats Appeal
to a Broader Consumer Base

Key Drivers of Organic Growth

4. Regulatory Support.

1. Development of Organic
Standards.

USDA

=

2. National Organic Program.

3. USDA — Accredited
Certifiers.

4. Worldwide Equivalency
of Standards (partial).

Questions about Certification

When Will True Equivalency of Standards Develop?
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Regulatory Challenges PR Looking to the Future

Harvey Lawsuit Has Disrupted U.S. Certification. Five Key Considerations for Organic Worldwide.

Background:

»  Arthur Harvey, blueberry producer, filed suit against USDA,
charging that NOP was not being implemented as written.

» 9 Original counts — 3 were eventually upheld.

Judicial Rulings on 3 Key Issues:

1. “Approved Synthetics” must be removed from processed
organic foods.

2. Non-organic agricultural ingredients must each be studied
and specifically approved for use.

3. Dairy herd conversion will require 100% organic feed rather
than split of 80% organic / 20% conventional.

Industry Implications:

. Successful implementation of equivalency of ¥ 5
standards worldwide. :

-~

' 2. Stimulate additional scientific research on the
benefits of organic food & farming systems.

3. Make sure that “organic” applies to all scale, sizes
and geographies - small, medium & large.

4. Develop Southern Hemisphere organic that results
in sustainable communities and social justice.

5. Implement fair trade standards on a broad scale.
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THANK YOU !

Mark Retzloff
President and Chief ‘Organic’ Officer
Aurora Organic Dairy




