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Foreword by the Chairman

of the Board of

VION has over the past year been able to create the
right starting point to position itself well in the
dynamic agrifood market. 2007 was a special year in
that respect, when thanks to good focus and internal
cooperation we have taken a great stride forward in
quality. Our 'Passion for Better Food’ has both wid-
ened and deepened with the acquisition of Oerlemans
Foods. Freezer-fresh vegetables, potatoes and fruit
now form part of the food products range realised
within VION's three divisions. This is clear affirmation
of our strategy, to which we consistently hold. VION
wishes to grow into an internationally operating food
group that both recognizes and is committed to its
economic and social responsibilities. | attach great
value to the fact that our company continues to
develop in this direction, both qualitatively, in terms of
innovation, added value and sustainability, and quan-
titatively, to be able to be the right partner in the rap-
idly expanding global food market.

Our result for 2007 is a slight improvement on 2006
but remains behind other food manufacturers.

| remain constantly focused on VION’s profitability.
Only with a good profit base can we actually continue
to invest in a healthy future, not only for ourselves
but also for all parties directly or indirectly linked to
the agrifood sector. Markets do not respect national
boundaries. Our territory is the global market. That is
where supply and demand come together, and that is
where we must consolidate our distinctive position.
Control of costs and efficiency therefore form the
foundation on which we can compete and retain cus-
tomers. And it is our knowledge of the market and
capacity for innovation that will win us customers.

VION is on the map. Of that | have no doubt, and that
is something we consciously pursue. That was the
reason we selected a single name that links our

3 divisions. The effect of this is clearly apparent.

VION has a profile and ambitions. Everyone knows
how to find us: in good times, and in times that are
less so. Customers, suppliers, governments and social
organisations have high expectations of us, and | am
in no doubt that we will meet these expectations.

Management

We thus allow ourselves to be guided by the facts,
and by a healthy balance between people, planet and
profit.

We are operating in a market that is developing
incredibly fast. Change comes at an increasing pace.
This is the world in which, through good entrepre-
neurship, | want to secure a future for ourselves and
for the 16,000 or so VION employees. That requires
vision, daring, careful thought and speed of action.
Because the days of working inflexibly, before there
was such a thing as marketing, are long gone. Wasn't
it Henry Ford, legendary designer of the Model T Ford,
who said: "You can order any colour as long as it's
black!"? You can no longer work that way, and a
good thing too. The challenge before us is to translate
market demand and consumer behaviour into attrac-
tive products. | call that economic sustainability.

In this annual report we pay a lot of attention to
sustainability. But not simply to score a few quick
points at an opportune moment. During the opening
of Ecoson, our newest company, aimed at the produc-
tion of biofuels from animal products, | said:
‘Sustainability is in our genes. | am quite clear about
this. Sustainability for VION is not rocket science,

but a question of using our common sense. We work
so as to minimally impact natural resources and
materials. All our processes are directed toward this,
and we will continue to invest in them.’

Global demand for human and animal food is grow-
ing enormously. VION wishes to work with a strong
primary sector to provide for this need and to add
value, because a sector that adds no value, from both
economic and society aspects, is dispensable.

And that is the last thing the agrifood sector wants,
given all the knowledge, skill and entrepreneurship
we possess in the sector.

Son and Breugel, 20 March 2008

Daan van Doorn
Chairman of the Board of Management
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Significant events of 2007

Market

— It remained very difficult to pass rising costs for the
production and processing of foodstuffs on to the
market, especially the consumer. This held margins
down, in particular for fresh meat products, to very
low levels.

— Falling meat prices resulting from increased supply
of pigs in the second half of 2007 put pressure on
margins.

— Cost prices for livestock farmers increased.

— Animal diseases, including blue tongue and foot
and mouth, impacted international markets.

— The effects of de-coupling in the German cattle
market are clearly felt in supply and prices.

— Prices for animal proteins and fats increased as
a result of growing on demand for alternative
biodiesel production.

— Increasing political and social pressure for animal
welfare, especially in the Netherlands, does not
translate well into the economic realities of strong
global competition in food production.

Facts and figures

— Despite acquisitions, turnover fell by 3.7%
to € 7.1 billion due to lower meat prices.

— Operating profit (EBITA) rose by 33%
to € 221 million.

— Net profit grew by 55% to € 126 million. The
organic increase — excepting incidents — is around
30%.

— The number directly employed by VION rose from
15,150 to 16,214 FTEs, an increase of 7.0%, mainly
through acquisitions. The number of ‘third party’
employees in 2007 stood at 5,920 FTEs.

— Acquisitions in 2007: Gebr. Smilde (fats for human
consumption, Netherlands), Salvesen (logistics
services, Netherlands), Oerlemans Foods (frozen
vegetables, Netherlands, Poland), Ballering
remaining shares (sow slaughter, Netherlands),
WIDA (slaughter by-products, Portugal).

— We entered into joint ventures with CTH (natural
casings, Netherlands) and Wuhan (blood products,
China).

— Despite the poor situation on the financial markets
group financing was able to be extended on the
same terms.

Organisation

— Executive Board; Mr. J.M. (Hans) Verhoeven left
the board and Mr. W. (Werner) Hilse and
Mr. T. (Theo) Koekkoek were appointed.

— The first full reporting year with VION's new
divisional structure led to further strengthening of
both central and de-centralised structures.

— VION is increasingly regarded as an attractive,
dynamic employer able to attract both young talent
and experienced managers.

— VION has won prizes and awards for its corporate
strategy and marketing and sales approach.

Sustainability

— VION focuses on sustainability as an important and
essential pillar of its strategy.

— At the same time in 2007 it developed programmes
to further reduce CO, emissions and energy and
water consumption.

— It has its own company, Ecoson, which produces
sustainable energy (including biodiesel) from animal
slaughter by—products.

Innovation

— Further expansion of the Farmingnet functionality.

— Development of the Ketenkeuring (chain control)
pilot project by VION Zeven (Germany).

— Launch of new products at the Anuga food trade
fair, including VION Power Runner, Party Salamis,
BIO+ products, Vegetaria burgers and oven-cook
winter dishes.

— Cooperation with CROs (contract research
organisations) for product development (salt and
fat content of products).




VION N.V. profile

VION N.V., headquartered in Son en Breugel (NL), is
an internationally operating foodstuffs group with
production and sales branches on all continents.

The company operates in the field of high quality
foodstuffs and ingredients for both human and
animal consumption. ‘Passion for Better Food’ is here
their motto. VION supplies its products to consumers
within and beyond Europe through industrial, retail
and food service partners.

In 2007, VION employed 16,214 people and had a
turnover of €7.1 billion. This puts VION among the
Netherlands’ leading industrial companies, and also
makes it one of the largest foodstuffs companies in
the world. The head office is responsible for the
provision of services to the group companies. The
operational management, assisted by professional
corporate staff, develops strategy and creates the
preconditions for optimal management of the
operational companies. The group is not listed on

the stock exchange and the shareholder has a farming

background.

The group’s activities are carried out in three divisions:

— VION Ingredients develops, produces and markets
ingredients from natural raw materials for
pharmaceutical, food and technical applications for
people and livestock;

— VION Fresh Meat operates in the efficient, hygienic
and high-quality production of fresh pork, beef and
lamb;

— VION Convenience focuses on the development,
production and marketing of meat-based
convenience foods as well as other foodstuffs such
as fish, vegetables and vegetarian products.

Banner, a separate business unit, is prominent in the
development and production of forms of (non) gelatin
based pharmaceutical products for the pharmaceuti-
cal, food supplement and cosmetics industries.

ZLTO/NCB Ontwikkeling (Trust Office)

= ZlTOis a
Farmers Union with

approximately

Supervisory Board

18,000 members.

VION

Executive Board

Banner

VION Ingredients

VION Fresh Meat

VION Convenience

- Ingredients and services

— Fresh pork, beef and lamb
products

— Pre-packed and
convenience food

— € 0.7 billion turnover*
— 4,512 employees

— € 5.4 billion turnover*
— 6,447 employees

— € 1.2 billion turnover*
— 3,884 employees

— 62 plants
— 5 country offices

— 44 plants
— 14 country offices

— 30 plants
— 14 country offices (com-
bined with Fresh Meat)

* Including intercompany sales.
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Following the improvement in VION's overall operat-
ing profit the return on sales was up (3.1% in 2007
compared to 2.2% in 2006).

Turnover fell as a result of lower yield prices for meat.
The improvements in ROCE therefore are the direct
consequence of better ROS.

Differ-
Amounts in millions of euros 2007 2006 ence
EBITA 221 166 33%
Goodwill write-offs 15 13 23%
EBIT 206 153 34%
Net financing charges 46 47 -3%
EBT 160 106 51%
Taxes 34 25 36%
Result after taxes 126 81 55%

Goodwill write-offs

These write-offs increased in 2007 because the good-
will of one company acquired in 2007 was immedi-
ately written off.

Net financing charges

Despite benefiting less from profits from the past
from minority shareholdings (- € 4 million), this item
decreased by a little over € 1 million to stand at

€ 46 million.

The reason for this is a slightly lower rate of interest
as a result of changes to the debt cover ratio, despite
higher net indebtedness due to acquisitions.

The group was able to make rather more use of

cash pooling during this financial year. Further
improvements are expected in 2008.

Taxes

Taxes on profits increased by 36% to € 34 million.
This results from higher profits in 2007. The increase
is offset to some extent by the lower rate of taxation,
which was 21.0% in 2007 compared to 23.1% in
2006.

Result after taxes

The result after tax increased by 55% to € 126 mil-
lion. The return relative to the average group capital
was 18.5% as against 13.6% in 2006.

Differ-
Amounts in millions of euros 2007 2006 ence
Result after taxes 126 81 55%
Third party minority interest
in group companies 22 1 97%
Net result 104 70 48%

Net result

The net result for the VION shareholder increased by
over 48% to € 104 million. The return relative to
VION's average equity was 17.4% as against 13.2%
in 2006.

Cash flow and investments

Net cash flow from operational activities was

€ 231 million as against € 218 million in 2006.
Investments in 2007 came to € 202 million

(€ 134 million in 2006), € 94 million of which was for
acquisitions (€ 44 million in 2006). On balance there

Return on average equity is 17.4%.

was a financial surplus of € 28 million (€ 83 million
surplus in 2006). After deduction of dividends and
payments to third parties (shareholders) totaling

€ 23 million (€ 20 million in 2006) there was a
remaining surplus of € 5 million (€ 63 million in 2006)
towards reducing bank debts.

Financing

The existing credit facility increased from € 700 mil-
lion to € 872 million in the year under review. The
group can draw on over € 1 billion in credit, including
the existing bilateral credit facilities of € 50 million
and the additional option of financing € 90 million
from other banks. All facilities are unsecured.

The covenants agreed with the bankers relate to
minimum requirements for interest cover (ICR) and
solvency.

VION Annual report 2007
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In 2007 VION once again easily exceeded all require-
ments and ratios relating to the covenants agreed
with the financiers.

Furthermore an agreement has been reached on the
maximum financial indebtedness of the company
based on the net debt/EBITDA ratio (DCR).

Solvency is calculated on the basis of the guarantee
capital, which includes the subordinate loan.
Solvency at the end of 2007 was 32.5%, as against
30.6% at the end of the previous reporting year.
This improvement, achieved in spite of the acquisi-
tions made in 2007, is due to good profitability and
good management of working capital.

Higher profits and good management of invested
capital enabled the DCR to come down to 1.98
compared to 2.29 in 2006.

The ICR was 7.1 as compared to 5.5 in 2006.

The improvement in this ratio was caused by the fact
that the financing charges were the same as in 2006
(although the group borrowed more during part of
the year under review in order to fund its acquisitions
in 2007, the interest rate was lower). A better EBITDA
also contributed to the improvement in the ICR.

Dividend proposal

The available clear profit for 2007 amounts to

€ 104.2 million. The Board of Management proposes
to distribute € 15,235,200 of this in the form of a
dividend. This amounts to a dividend per share of

€ 300. In the event of the General Meeting of
Shareholders approving this proposal, the dividend
will be made payable on 15 July 2008. The interim
dividend of € 150 paid in early January 2008 will be
deducted from the dividend.

The final dividend will therefore be € 150 per share,
or a total of € 7,617,600.00.

Information and communication
technology

General

The organisational model chosen for VION ICT
Services in 2006 has led to a clear focus on further
implementation of the selected ICT strategy. This is
now starting to bear fruit. The strategy and core activ-
ities have been further developed and are being
employed mainly in Europe. A further worldwide roll-
out will follow after the successful European launch.

Consolidation and standardisation

A clear line was laid down in 2006 with a view to
consolidating and standardising ICT activities.

The main aim is greater flexibility so as to provide
ongoing and appropriate support to future informa-
tion requirements and communication processes.

A high service level and further optimisation of costs
are among the cornerstones.

A wide-ranging change programme was introduced in
2007, focusing on the backbone and foundation of
the ICT organisation.

The key aspects of this change programme are: WAN,
the standardisation of mail systems and workstations,
and consolidation of data centres. The programme is
scheduled to run for three years, with the first impact
being seen in 2008 and running on into 2009. The
aim is to achieve further flexibility and improvement
of the services offered, and transparency of ICT costs.
Another effect of the change programme will be to
more easily integrate parts of the business acquired by
VION into the ICT structure.

VION ICT has implemented a number of middleware
solutions. The first successes of these new interface
technologies can now be measured in concrete terms.
This middleware application guarantees the integrity
of files and information. Work in this area is continu-
ing, with the eventual aim of having one standardised
middleware solution throughout VION.

Activities to consolidate and standardise applications
are at the design stage, based on the decision to go
for ‘One Financial Backbone” within VION. Distribution
and production systems will also undergo consolida-
tion in a phased approach. The aim of this is to fur-
ther improve the quality, accessibility and speed of
information.

The first successes of the middleware solutions can now

be measured in concrete terms.

As a result of these activities and developments the
ICT organisation intends to grow into a service-fo-
cused, cost-efficient organisation. Well-trained and
highly motivated ICT staff form the foundation for the
change process. Consequently, the dependency on
external personnel is to be reduced. The major change
programme for the backbone will in particular lead to
further modification within the current ICT organisa-
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tion. A strong focus on far-reaching centralisation
with increased decentralised support remains one of
the key principles.

Considerable work has been done on consolidating
suppliers. Work with a large number of ICT suppliers
has ceased, and strategic partnerships have been
entered into with a limited number in the areas of
consolidation, standardisation and data centres. ICT is
accordingly best situated to help VION companies
communicate quickly and effectively and utilise the
latest management information techniques.

VION expressly takes consumer concerns into account in

its business processes.

VION Annual report 2007

Standard terms of purchase were also introduced in
the year under review. These describe how VION
works with ICT suppliers. They cover issues such as
acceptance of products and services, payment terms,
and product liability.

Socially responsible business

VION'’s stakeholders

As a food producer, VION engages in dialogue with its
stakeholders. This dialogue relates to the quality of its
products, the entire production process and the
group’s position as a business in society. Every year
VION discusses various social issues in a number of
ways with individual groups of stakeholders. VION
sees these debates as another way of acting as a
socially responsible business. Sustainability is a central
issue. This is fully in accordance with the Brundtland
report, ‘Our common future’ (1987), which contains
the following crucial statement: ‘Sustainable develop-
ment is the development that meets the needs of the
present without compromising the ability of future
generations to meet their own needs.’

Over the past year VION has been in close contact
with important groups such as customers and cus-
tomer organisations, suppliers, the shareholder, our
staff, the government and NGOs.

Much of VION's activity in the field of socially respon-
sible business arises from its profile in the consumer
market for high-quality foods, with a particular
emphasis on meat products. The pressure exerted on
the group by civil society organisations, consumers
and the authorities is another spur to action.
Consumers are not alone in their critical attitude
towards companies in the food industry. Society
organisations, scientists and authorities also keep a
close watch on the performance of businesses such as
VION.

VION's business activities have a direct impact on
issues of importance to consumers, such as health,
food quality and safety, and the total production proc-
ess. These aspects receive constant attention in VION's
business processes.

VION's welfare and
environmental programme

Sustainability

The production of food and ingredients poses a
particular challenge to VION when it comes to sus-
tainability. This comprises the following aspects:

a) VION takes particular account of consumer
concerns relating to quality, health, food safety and
animal welfare in its manufacturing activities;

b) Our production methods meet the environmental
quality objectives of the countries in which VION
operates,

¢) VION makes products that have sufficient value to
other parties in the industry and to consumers;

d) VION produces food and ingredients so as to have
as minimal an impact as possible on worldwide
natural resources. It makes every effort to:

i) minimise the greenhouse effect and the use of
water and land;

ii) encourage sustainable production of raw
materials for our products.




Animal Welfare

The topic of animal welfare stands high on political
and social agendas in the Netherlands and through-
out Europe.

The castration of piglets without anaesthetic was a
particular subject of debate in the Dutch pig farming
sector.

An initiative has been undertaken in the Netherlands
under which parties in the chain have entered into a
voluntary agreement. They have agreed that as from
1 January 2009 at the latest they will supply only
meat from piglets castrated under anaesthetic where
the customer stipulates this as a condition of pur-
chase.

In Germany, groups involved in the QS quality system
are working to develop alternatives to castration with-
out anaesthetic that improve animal welfare and that
are also practically and economically viable.

VION supports these initiatives and the aim of eventu-
ally, and in a responsible manner, abandoning castra-
tion. A European approach to the subject of research
into and regulation of the matter is essential.

Quality assurance and risk management
in animal feed

Together with the dairy companies Campina and
Friesland Foods and the sectoral organisation LTO
Nederland, VION has been in dialogue with Dutch
manufacturers of livestock feed. The aim was to reach
detailed agreements on the improvement of quality
standards, prevention of crises wherever possible, and
agreement on fast, effective action should a food
safety problem unfortunately arise. The question of
animal feed suppliers holding adequate product
liability insurance was also raised.

The parties concerned have worked hard for several
years to make progress on this issue. But now we can
see that the effort has achieved the desired aim.
Animal feed companies have responded well to the
challenge to further raise quality standards and
improve procedures. Considerable progress has also
been made on product liability insurance. The desired
reduction in risk profile in this part of the sector has
thus been attained.

Sustainable raw materials

Sustainability in the industry applies also to raw mate-
rials produced in the industry and raw materials that
are used in our products.

VION's policy is directed at making sustainable the
mainstream, widely-produced raw materials, rather
than just a small proportion of niche market produc-
tion. This mainstream approach is more extensive and
involves more effort to attain, but VION believes that
it offers the best prospects for true sustainability.

The selected approach to the increasing of the
sustainability of soy production is a good example of
market players, authorities and NGOs all accepting
their joint responsibility.

The market players have thus announced a moratori-
um on the use of soy from the Amazon region of
Brazil. Another initiative is the Round Table on
Responsible Soy (RTRS), a global multi-stakeholder
initiative in which companies in the soy chain,
investors and society groups are represented.

The RTRS has now met twice, and one of its actions in
2007 was to specify the (nine) sustainability criteria
for sustainable soy. These relate to environmental,
social and economic aspects.

Animal feed companies have made good progress on the

further raising of quality standards.

The working groups that are to flesh out these criteria
were appointed in 2007 and have held their first
meetings.

The Dutch Soy Task Force was a prime mover behind
the creation of the RTRS. VION was involved in the
creation of this task force, and as a member thereof
takes part in the activities of the Round Table on
Responsible Soy and the dialogue with NGOs, govern-
ments and producer organisations.
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Animal fats and proteins

The sharp rise in commodity prices has led to high
feed costs to the livestock industry. These price
increases appear to be structural in nature. It is there-
fore appropriate that the current restrictions on the
use of high-value animal fats and proteins should be
lifted as quickly as possible without compromising
safety. Germany is the only EU country that still
prohibits the use of animal fat in animal feed.

This ban should be rescinded.

The integrated chain control concept is commencing as

a pilot project at the VION plant in Zeven, Germany.

VION Annual report 2007

After all, it is completely safe for animal fat to be
incorporated into feed for animals other than rumi-
nants. Separate processing of animal fat for ruminants
and non-ruminants can be guaranteed in the slaugh-
ter by-product production companies. VION is there-
fore arguing at European level that the current restric-
tions on the use of animal protein in animal feed be
lifted. This would also be beneficial from a sustainabil-
ity point of view. High-value fats and proteins are not
at present fully exploited, and the protein require-
ments of many farm animals have to be met by vege-
table products. This takes up farmland that could be
used to produce food for people.

Innovation in the industry

VION has been working with other groups in and
around the Dutch pork industry to take the initiative
in putting in place an innovation agenda for the
industry. The subject of ‘Sustainable change in the
pork industry” is a central part of this innovation
agenda, and topics such as rural change, environ-
ment, animal welfare, product innovation and the
economy have been raised and will be the subject of
further work.

Integrated chain control

In the light of experience in the Netherlands, VION is
going to roll out the concept of integrated chain
control to its German sites.

New EU food legislation imposes even greater respon-
sibility for food safety than before on food manufac-
turers.

VION has developed a system for pig abattoirs that is
based on the monitoring of critical points. Relevant
information from the previous link in the primary
production chain is taken into account.

A project to introduce integrated chain control is
being devised with scientists and representatives of
the various authorities involved. The VION site in
Zeven is going to implement a pilot project with its
suppliers.

Sustainable business:
tasks and responsibilities

Sustainability is one of the three pillars of VION's busi-
ness strategy. Responsibility for ensuring that the
company acts sustainably is firmly enshrined in VION's
philosophy, and implementation of this principle is
embedded as far down the organisation as is possible.
Reduction of energy consumption and CO, emissions,
production of sustainable energy and further reducing
water use are key topics on which concrete action is
being taken.

Caring for the environment

VION intends to fulfil the needs and wishes of con-
sumers with high quality foodstuffs and ingredients,
made from natural materials of agricultural origin.
VION realises that in the long term these aims can be
met only if its action is guided by the principles of sus-
tainable development. This means meeting the needs
and wishes of today’s consumers without at the same
time depriving future generations of the ability to
meet their own needs. VION always therefore weighs
up the sustainability of business, social and environ-
mental aspects when determining its strategy and

policy.




Use of resources

Energy use plays an important role in VION's various
production processes. Besides using this non-renewa-
ble resource, VION itself is a producer of energy from
sustainable biofuels such as animal protein, animal fat
and biodiesel. These products are derived from by-
products of animal slaughter from companies in the
VION Ingredients division. These sustainable biofuels
are among others used as an energy source in VION's
own production processes as well as in the production
of green electricity. Using these sustainable biofuels to
generate green electricity also helps reduce overall
CO, emissions.

In so doing VION is making an unequivocally positive
contribution to reduction of the greenhouse effect
and its impact on the climate.

A significant development in this context was the
commissioning of Ecoson in 2007. Among other
things, this VION subsidiary produces biogas through
the fermentation of category 3 animal slaughter by-
products (slurry). From this biogas green electricity is
then produced which is used in the Rendac Son pro-
duction process. The installation thereby produces
some 10 million kWh of green electricity, correspond-
ing to the annual electricity consumption of around
2,800 households.

Ecoson also produces 50,000 tonnes of refined animal
fat annually. This refined animal fat qualifies as sus-
tainable biofuel and meets the quality criteria for such
biofuels. The fat is primarily used in combined heat
and power plants and in third party power plants. Life
cycle analysis has established that the amount of CO,
released from biofuel made from refined animal fat is
generally less than from that made from, for example,
palm oil. Refined animal fat can therefore justifiably
be called a sustainable biofuel.

Some of the refined animal fat is used as a raw mate-
rial for biodiesel production at Ecoson. The design
capacity of the biodiesel production facility is currently
5 million litres of pure biodiesel. Some of this biodie-
sel is used by VION’s own vehicle fleet. This greatly
reduces CO, emissions and also plays a role in the
improvement of air quality.

Water is another important resource for the various
production processes at Ecoson and Rendac.

The water we use in our production process is always
thoroughly treated in our own waste water treatment
plants, and in some cases is post-treated again in

a public sewage treatment plants before being
discharged to surface water. A residual product of
the waste water treatment process is sewage sludge,
which is biodegradable and is for the most part used
as biomass in our own biogas facilities or removed
to external ones. These facilities convert the sludge
into biogas for the generation of green electricity.

As a result of this water treatment the quality of the
treated water is generally the same as that of the
surface water. The same is true of water released

in the processing of fallen stock and animal slaughter
by-products: this water is also thoroughly treated
before discharge and therefore meets the applicable
requirements. Ecoson and Rendac discharge more
treated water to surface water than they utilise clean
water in the production process. They are thus a net
‘producer’ of clean water.

Biodiesel from Ecoson delivers major reduction in

COz emissions.

VION contributes to the production of sustainable
fuels and to the maintenance of water quality. This
does not however release us from our social obligation
to reduce our own consumption of energy and water
as resources in our production processes as much as
possible. During the course of 2007 VION developed
and implemented tools to address water and energy
consumption. These tools register at each of our sites
our energy and water consumption and the quality of
the treated water we discharge.

This monitoring forms the basis for the evaluation of
our energy and water use at each of our sites and the
comparison of consumption between sites. This sys-
tem also allows us to take targeted measures to
reduce our energy and water consumption still further.
In this way we can also maintain the quality of treated
water to at least the required level and even improve it
where possible. This approach has already delivered
structural savings in energy and water consumption at
some VION company sites. This approach will also pro-
duce further savings at other sites during the course of
2008.
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Use and re-use of materials and raw materials

At VION we are committed to the adding of maxi-
mum value to all agriculturally sourced natural materi-
als throughout our entire production and processing
chain. This means that within the complete produc-
tion process we seek to exploit to the full the materi-
als supplied to us and to create high-value uses for
residual streams. We also strive wherever possible to
utilise re-usable packaging materials, so that ultimate-
ly only a small proportion of the materials supplied
has to be disposed of as waste.

Living environment

Many of VION's production processes are inextricably
linked to the release of odours. VION strives at all
times to keep any odour nuisance to the living envi-
ronment to a socially acceptable level. To this end we
take as many process-integrated measures as possible
to prevent odours from being released in the first
place. Further technical measures can if necessary be
implemented, such as the breaking down of odour
components in a biological filter or the incineration of
strongly malodorous air flows in a post-incineration
plant.

VION monitors odour nuisance from production sites
located close to residential areas at regular intervals
by an independent certified agency. This gives VION's
facilities visibility of the odour nuisance in the living
environment at any given time. Despite the fact that
odour nuisance is generally perceived to have
decreased significantly in recent years, this provides
the companies concerned with a good tool that
enables them to react promptly to changing circum-
stances. Where necessary, VION takes other measures
to keep the impact on the living environment to a
minimum.

Developments in 2008

VION will continue to apply the principle of sustaina-
bility in 2008. This will entail an ongoing commitment
to the further reduction of energy and water con-
sumption in our production processes. Structural
investment programmes will be implemented to ena-
ble these savings to be realised. In 2008 we will also
be investigating whether treated water that is current-
ly discharged to surface water can be re-used in cer-
tain parts of the production process (e.g. as cleaning
water in production facilities). Given the dramatic
increase in the price of energy and water we antici-
pate that these investments will not only reinforce
VION's sustainability image but will also have a posi-
tive impact on our bottom line.

VION strives to utilise re-usable packaging materials.

VION will in addition be increasing the quantity of
self-produced sustainable biofuels utilised as an ener-
gy source in its own production processes. This on the
one hand will include small-scale initiatives in which
the refined animal fat is used as biofuel for the pro-
duction of green electricity and heat for facilities such
as our abattoirs. On the other hand we are examining
whether innovative technologies can be used to pro-
duce large-scale green electricity and heat from these
animal origin sustainable biofuels for use in our ener-
gy-intensive processes for the processing of carcasses
and animal slaughter by-products. We expect to reach
a conclusion on the technical and financial feasibility
of these initiatives during the course of 2008.

VION as an employer

VION places its employees centre stage in the organi-
sation. Motivation and commitment have a major
impact on our operating results. At VION we are com-
mitted to implementing an attractive HR policy so that
we can do justice to the talents and skills of our
employees at all levels of the organisation. The provi-
sion of up-to-date employment packages, challenging
roles, and opportunities for development form part of
this. In order to remain competitive, it is important
that we have a good understanding of the individual
career needs of our employees.
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Personal development

Personal development remains an ongoing focus of
attention. This may take the form of helping employ-
ees to develop their own careers. This does not how-
ever necessarily have to involve simply a hierarchical
succession of jobs. It also includes employee develop-
ment within roles, with the aim of enhancing long-
term employability.

Management development

To achieve our corporate ambitions, it is essential that
we have a good management development system in
place. Not only from the point of view of training and
development, but also in order to create the right
career paths to offer on-the-job development oppor-
tunities for talented management at national and
international levels. Finally, in 2008 we will be focus-
ing on succession planning to ensure continuity in our
senior management positions.

A good management development system is essential

to the realisation of our corporate ambitions.
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VION Fit for Future

To date, fourteen young German and Dutch employ-
ees have successfully completed the VION Fit for
Future programme, launched in 2006. We wish to use
this programme to further develop those employees
aged up to 35 that have management potential. Five
participants have already been promoted as a result.
We plan to introduce a follow-up to the programme
in 2008, in which we expect eighteen people to par-
ticipate. The number of nationalities represented has
increased to five, with British, Spanish and French par-
ticipants now on board. The international context of
the programme is emphasised by organising modules
at sites in different European countries.

VION Group HR

VION competes on an international scale and is com-
mitted to becoming the market leader in markets in
which it is active. Acquisitions have been necessary in
order to achieve this desired growth. As a result of
this trend our workforce increased in 2007 to 16,214.

Given the size of the present organisation and our
ambitions for further growth, we decided in mid-
2007 to set up an HR organisation at group level. The
remit we have set ourselves in this regard is to contin-
ue to build on the HR expertise developed at a local
level to give shape to our central HR systems and poli-
cy, with a view to ensuring that the number and qual-
ity of our workforce reflects the structure of our
organisation.

Management development and succession planning
will be our top priorities in this area for 2008.

Safety

Paying attention to working conditions forms an inte-
gral part of the way in which our operating processes
are organised. It is VION's responsibility to provide a
safe and healthy working environment for its employ-
ees. This is achieved through safe production process-
es, but also by the engendering of good safety aware-
ness among our employees. Process automation plays
an important role in this. Physically heavy and danger-
ous work is handled by machines wherever possible.
Workplaces are adapted to the employees where
possible; height-adjustable workbenches form just
one example of this. Controls on the use of machinery
and hazardous substances are achieved via audits.

Sickness absence

Prevention is at the core of the reduction of sickness
absence. The second pillar in sickness absence sup-
port is prompt reintegration. As in previous years this
is receiving a great deal of attention. Key to this
approach is the close cooperation between HR man-
agers and site managers. Through ongoing exchange
of information at site level, prevention and reintegra-
tion are tailored to the situation and so are most
effective. Additional external expertise is available
where necessary.




Employment

Number of employees by division 2007 2006
Ingredients 4,512 3,400
Fresh Meat 6,447 7,214
Convenience 3,884 3,203
Corporate 195 175
Banner 1,176 1,158
Total 16,214 15,150

During the year under review the number of employ-
ees at VION rose from 15,150 at the close of 2006 to
16,214 at the close of 2007. In addition to permanent
employees, employees on a contract basis are also
utilised; in 2007 these averaged 5,920. The increase
in the size of the workforce is also partly associated
with acquisitions in 2007 in the Netherlands, Poland
and China, where we have 2,101 employees. Organic
employment fell by 1,037 FTEs.

Employee participation

Employee participation at VION is organised in various
forms. This varies between countries and divisions. In
the Ingredients, Fresh Meat and Convenience divisions
in the Netherlands each facility has a works council.
We also have a Group Works Council which is made
up of delegates from local works councils.

From 2007 the Ingredients division in the Netherlands
will be operating with just one group body. This will
streamline employee participation. In this group body
(GOR), employee participation is implemented inten-
sively on the basis of constructive dialogue.

In countries outside the Netherlands, employee partic-
ipation is implemented in the form prescribed locally,
such as through employee representation in the
supervisory bodies in Germany.

VION as part of the community

In July 2006 the VION name was launched and the
company streamlined into three divisions: Ingredients,
Fresh Meat and Convenience. This laid a sound basis
for profiling ourselves as a single company with one
mission, one strategy and one objective. Since then
VION has been actively communicating its new profile
to its business partners. Intensive media contact, both
with the trade press and the general press, particularly
in the Netherlands and Germany, has played a major
role in raising awareness of the VION brand.

Our main business partners are in the business-to-
business sector, such as raw materials suppliers, retail
buyers, industry, food service and public authorities.
As a key player in the food industry, VION has a high
profile in society, so the visibility and recognition of
the VION brand in the community is also increasing.

As a key player in the food industry VION has
a high profile within society.

VION draws its inspiration from the 100 million-plus
consumers who use one or more VION products every
day. This brings with it great social responsibility, and
VION actively practises good entrepreneurship.

In line with VION's corporate philosophy individual
VION companies maintain contact and relations with
their local and regional communities. This could take
the form of sponsorship of associations, sports clubs
and good causes like sheltered workshops and chil-
dren’s and youth welfare groups. The companies also
organise open days at which local residents can learn
about our activities and processes first hand. Typical
of the decentralised approach is that our activities are
geared towards the local situation.
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Corporate Governance

VION is a large company with many corporate inter-
ests. For this reason VION intends to comply with the
Dutch Corporate Governance Code, even though this
was in theory written for companies listed on the
stock exchange.

VION Holding N.V. is a Dutch limited company with its
registered office in Best. The company is managed by
a Board of Management which now comprises seven
members. The Board of Management is under the
supervision of an independent Supervisory Board.

An important aspect of corporate governance is the
Board of Management’s remuneration policy. The aim
of the remuneration policy of VION Holding N.V. is to
attract, motivate and retain good managers and to
implement a competitive remuneration policy based
on variable remuneration components linked to cer-
tain measurable targets which are in turn directly
linked to the company’s desired performance level.
The Supervisory Board's remuneration committee
reviews the level of remuneration and the various
remuneration components at least once a year.

VION's decentralised management philosophy provides

space for its operational components.
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The company is a ‘closed’ limited company which is
not listed on the stock exchange. Consequently the
General Meeting of Shareholders has far-reaching
authority which includes appointment of the mem-
bers of the Board of Management and the Supervisory
Board. The Supervisory Board as well as the Board of
Management are appointed by the General Meeting
of Shareholders on the basis of a binding recommen-
dation by the Supervisory Board.

The company has one (indirect) shareholder, NCB
Ontwikkeling, which is closely associated with the
Southern Agriculture and Horticulture Organisation
(ZLTO), an association of agricultural businesses in the
Southern Netherlands. VION is a strategic stakehold-
ing for ZLTO, which serves the long-term interests of
its members.

The shareholder attaches value to the importance of
continuity of the business and intends to enable it to
realise its ambitions and strategy. Accordingly, the
shareholder has the formal say on shares, and with

it the direct influence it can exercise in the General
Meeting of Shareholders, transferred to an institution-
al administration office. Its administration consists of
three members from the circle of the shareholder and
two external members. These last-named members of
the board have the power of veto in respect of certain
major decisions.

Both the company itself and the shareholder set great
store by the principles of sound business manage-
ment. Developments in the field of Corporate
Governance are closely monitored and proposals that
might improve it are given careful consideration.

Risk management
Risk management and internal control

VION has opted for the COSO model for the purposes
of controlling risk. Our risk management policy is
established by the Risk Committee, which is made up
of the CFO and the COQ’s of the divisions.

The COSO model is consistent with VION's decentral-
ised management philosophy. This allows operational
units the freedom to interpret their responsibility
within previously outlined frameworks, in which the
business operations and results are controlled through
monitoring, process descriptions and audits.

Monitoring is performed using an established schedul-
ing and control system. Budgets are drawn up annual-
ly for all VION units from which quarterly rolling fore-
casts are drawn up for the next four quarters.

The financial outcomes of the various group opera-
tions are presented and assessed on a weekly basis in
order to be able to respond quickly to price changes
in the purchasing and sales markets. In addition to
this the results are evaluated in depth on a monthly
basis by management and the Board of Management
and compared with the budgeted results and fore-
casts.




The processes are recorded in the various control sys-
tems. In operational terms these are usually linked to
systems that are required to safeguard quality and
food safety, such as ISO and HACCP. These systems
are subject to veterinary (government) supervision or
certified by independent bodies. In organisational and
financial terms they are laid down in the VION
Accounting & Control Manual. In addition to general
instructions on content and timelines for financial
reporting, this manual sets out the agreements on the
authorities of the various members of management.
Furthermore, it includes procedures for budgeting,
investment and internal auditing.

The ‘In Control’ project was completed at the planned
sites in 2007, so the procedures have been recorded
and assessed. Some acquisitions were made in 2007;
these sites will be incorporated into this structure in
2008.

In 2007 a Control Review Self Assessment was per-
formed in a number of companies whose internal
organisation had already been established in 2006.

In this procedure the responsible management con-
firms the setup and operation of the control measures
in each company. This ties in with the internal Letter
of Representation which is issued with the report.
Structural improvements are initiated on the basis of
this assessment. This self assessment structure will be
extended to all sites in 2008.

In addition to the self assessments, audits are per-
formed to establish whether the operational units are
operating within the established frameworks.

The internal and external audits required in accord-
ance with ISO are in use for the systems in operational
areas, supplemented in many cases by separate audits
by the buyers of the products. Audits of operational
and financial areas are carried out mainly by the
Internal Audit Department. The latter conducts audits
on processes and financial reporting. The procedure
and auditing approach by Internal Audit has been
expanded so that the external auditor’s work is now
based to a large extent on Internal Audit Department
reports and files.

The findings of the Internal Audit Department were
discussed — giving both sides a hearing — and reported
on to local management with a copy to the Board of
Management and to senior management. These find-
ings are summarised every six months in a report that
— together with the findings of the external auditor —
is discussed exhaustively with the Audit Committee of
the Supervisory Board.

In 2007 the existing Internal Abuse Reporting Scheme
was approved and implemented as an addendum to
the existing Code of Conduct.

Strategic risks

The strategic risks that may face the business have
been identified and described. The following have
been specified as the most significant risks: the risk
of innovative products not being able to be offered
to market in time and the risk of falling availability

of raw materials. The impact of most risks can never-
theless be mitigated to a greater or lesser extent,
particularly on account of the fact that a good spread
has been achieved in both supply and sales, which
reduces our dependency on a single stream. Moreover
the investments carried through in 2007 have further
strengthened the position of the business in the
market.

Self Assessment structure will be extented to all sites

in 2008.

There are however risks against which the company
has little or no protection, such as an outbreak of
animal disease or a food safety crisis. The company
nevertheless endeavours to deal proactively with
these risks.

In concrete terms this means that the most significant
risk factors have been identified and the company has
undertaken initiatives in order to better control the
risks should they occur.
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We are affected

Operational risks

Operational risks consist mainly of risks at the produc-
tion locations in the areas of quality, safety and the
environment. Quality is taken to mean continuous
control of food safety and product specifications.

This control is laid down in ISO 9000, GMP and
HACCP systems and is further assessed by public
authorities and buyers at many locations.

Measures to ensure safety are being adopted in the
area of plant facilities, preventative maintenance pro-
grammes and working conditions. In 2007 an incident
occurred in this area at the Wunstorf site. Following
an ammonia leak, thirteen people were temporarily
admitted to hospital as a precautionary measure.
These employees were not injured. The fire prevention
programme was improved at all sites in 2007.

by the low exchange rate of the dollar

and sterling in 2007.
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The company also insures itself against risks that are
insurable on the market, particularly for fire, opera-
tional losses, transport and certain liabilities. The com-
pany is endeavouring through active risk management
to become less dependent on market conditions.
Finally, the company complies with European
Commission environmental directives. Several of our
companies are also ISO 14001 certified.

Financial risks

Financial risks can be divided into risks that involve
reporting, and other risks. The reliability of interim
and annual reports is guaranteed by the fact that
guidelines for financial recording are laid down in the
VION Accounting & Control Manual. These are based
on generally accepted guidelines and are therefore
applicable worldwide.

The treasury control measures were adopted for other
risks in 2007. The three major currencies for the com-
pany are the euro, the pound sterling and the US dol-
lar. The lion’s share of our turnover is transacted in
euros, which limits our currency risk. We were affect-
ed by the low exchange rate of the dollar and sterling
in 2007, especially in terms of the Rousselot business
unit’s results.

Balance sheet ratios remained stable during the year
under review. The existing credit facility was extended
in line with the growth of the company.

Compliance risks

The compliance risks with which the company could
be faced have been identified and described in the
enterprise risk management system. The company
seeks to comply with all relevant legislation and regu-
lations. Due to the volume of legislation and regula-
tions and the frequent lack of clarity and changes
therein, however, it is impossible to provide any abso-
lute certainty in this respect. The inventory was drawn
up at operational business level. It will be followed up
in the form of self assessments and reviews in 2008.
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Developments by division

VION Ingredients

Key data

Turnover €0.7 billion
Number of employees 4,512
Three business units Sobel, Sobel 5Q, Rousselot
Production sites 62
National offices 5

Sobel

Operations, general

There is a clear split in the Sobel business unit: On the
one hand is the processing of animal residues that
have to be destroyed on ethical or social grounds and
must in no way whatsoever be returned to the food
chain, and on the other the processing of slaughter
by-products originating from animals which have
been approved for human consumption.

Rendac is driving sustainability forward.
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On the basis of this distinction, there is within Sobel
strict separation of the collection and processing of
the various types of animal by-products. This is appar-
ent in the names of these different business opera-
tions, i.e. Rendac and Sonac.

The Sonac operating unit is a supplier of reliable,
high-quality proteins, fats and minerals of animal ori-
gin, natural casings, organs and skins. These products
have a wide range of applications in, amongst others,
aquaculture, the food, pet food, ceramic, fertiliser,
pharmaceutical and oleochemical industries. Sonac
aims to further extend the number of product/market
combinations in 2008 with further product specialisa-
tion and innovation. The acquisition of Gebr. Smilde
has opened up new markets.

The strong bond between man, animal and the envi-
ronment is clearly illustrated in the activities of the
Rendac operating unit: working for a healthy living
environment for man and animal, with a strong sense
of social responsibility for the key social task — the
rapid and secure collection of fallen stock and materi-
als that present a risk.

The end-products are ultimately removed from the
chain by being sent for use in the energy sector, in the
cement industry and in our own companies as a sus-
tainable alternative to fossil fuel. In this way Rendac is
driving sustainability forward and forms an important
link between livestock farming and the production of
sustainable energy.

Sobel’s desire to play a major role in sustainability is
also expressed in its latest operation, Ecoson. With its
investment in a fermentation facility, a refining unit
and a plant producing 5 million litres of biodiesel,
Sobel has made an important start. Ecoson became
operational in the autumn of 2007. The first trucks
are expected to start running on animal biodiesel in
2008.

With Ecoson, Sobel is responding to the increasing
demand for energy in general and for sustainable
energy in particular. The animal type has a significant-
ly better sustainability balance than do vegetable
forms, since the raw materials from which the energy
is obtained are already available and do not need to
be specially produced.

Objectives and strategy

Sobel’s various activities are clearly aimed at different
markets and positionings. For this reason, Sobel is
also active in the market under different brand
names. The objective of all of its activities is however
identical: to continue to add maximum value to all
animal by-products released in the meat chain. Only
in this way can Sobel maintain and enhance its lead-
ing position in the raw materials and end markets.
The ongoing development towards product specialisa-
tion and product innovation will therefore be driven
forward. The feed ban — the ban on the use of animal
protein in animal feeds — has been the biggest incen-
tive for this. Sobel has taken major steps forward in
this area in recent years, enabling it to enhance its
distinctive market capability. New, specialised produc-
tion lines which will further improve this distinctive
capability will come on-stream in 2008.




The lifting of the feed ban remains a major long-term
objective for Sobel, however. For this reason, Sobel is
continuing to invest in research with a view to having
the ban on the controlled release of category 3 pro-
teins in animal feeds reversed.

General state of affairs / outlook and matters
requiring attention

The trend towards further consolidation also contin-
ued in 2007. Sobel was also able to complete a
number of significant acquisitions and joint ventures
with Gebr. Smilde, CTH and in China in 2007. In so
doing, Sobel was able to continue to roll out its strat-
egy on all fronts and reinforce its future foundation.

With the acquisition of Gebr. Smilde, Sobel is for the
first time active in the market for animal fats suitable
for human consumption. This acquisition fits in with
efforts to give maximum value to all released slaugh-
ter by-products both within VION and on the market,
and thereby provides a missing link. These end prod-
ucts achieve a potentially higher value on the market.
In acquiring Gebr. Smilde, Sobel’s total animal fat pro-
duction has increased substantially. The new market
for biofuels is expected to underpin sales of animal
fats. Demand for energy will certainly increase in dec-
ades to come, and that particularly applies to alterna-
tive fuels. There is also significant synergy here with
the recent start-up of Ecoson activities.

The strategic cooperation with CTH gives Sobel the
opportunity to continue with a significant and neces-
sary up-scaling in the area of the processing of natural
casings and thereby grow to a leading position.
VION's size enables it to optimise the processing of
gut. The solid and well-established position of CTH in
the market, the associated sales infrastructure, specif-
ic knowledge and existing sorting facilities in China
make CTH a suitable partner.

In addition, the joint ventures entered into in China
for the production of blood products are vital for
Sobel. The trend is for the growth markets for plasma
and haemoglobin powder to become increasingly
internationalised and for customers to source their
ingredients worldwide ever more intensively. In this
respect it is important that Sobel begin collaboration
in those areas where the growth potential in supply
and demand is great.

From 1 January 2008, VION hide activities (ALMOX)
will also come under Sobel. Through this organisa-
tional change and entry into the new areas of activity,
Sobel is taking an important step in the desired direc-
tion of finding high-value application for all released
slaughter by-products and as a result adopting a lead-
ing (regional or worldwide) position. Merging of these
activities into the Sobel organisation is an important
point of interest for 2008.

Changes and challenges in the market have always
formed the foundation of Sobel’s business. In this, the
starting point is to reinforce the solid base underpin-
ning the activities and to play an active role in the
developments that influence our position. Therefore,
the ongoing development towards product specialisa-
tion and product innovation is continuing in 2008.

By entering into new specialised product lines, includ-
ing those for the processing of gut slime and innova-
tions such as Fibrimex Flakes, new markets are
becoming accessible and market opportunities for
existing products are increasing.

The lifting of the feed ban is a major long-term

objective for Sobel.

Operational Excellence remains one of the pillars of
Sobel’s strategy. Clear progress in this area has again
been achieved in 2007 as well. The trials with TPM
(Total Production Maintenance) in Son have gone
well. TPM will accordingly be more widely rolled out
into the organisation. TPM focuses on achieving a
business culture which increases the commitment of
employees to maintenance, whereby production proc-
esses are run at maximum efficiency. This has resulted
in savings in the areas of energy, labour and lost
production.

At Sonac Vuren, fat incineration for energy genera-
tion has commenced. This saves on natural gas con-
sumption.
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The staff at the Technology department have been
further strengthened and consequently, Sobel is con-
tinuing to set itself up for the future in energy saving,
water treatment and safety.

Sobel 5Q

Sales of slaughter by-products from the VION compa-
nies to our own or third-party processing companies
are being coordinated through the Sobel 5Q business
unit. Coordination through Sobel 5Q took further
shape during 2007. All slaughter by-products pro-
duced in the Netherlands and Germany are now sold
and marketed centrally, coordinated through Sobel
5Q. As a result of this bundling, Sobel 5Q plays a sig-
nificant role in the further optimisation of the process-
ing of slaughter by-products.

Rousselot

Activities

Following an acquisition in Brazil in 2008, Rousselot
has become the largest gelatin producer in the world.
Gelatin is a versatile product that, because of its spe-
cific and unique properties, is processed into a
number of products such as sweets, dairy products,
medicinal products and food supplements.

Rousselot manufactures all kinds of gelatins in
Belgium, France, Spain, Argentina, Brazil, China and
the United States.

Rousselot wants to strengthen its position in the rapidly-

growing Asian market.
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Objectives and strategy

Rousselot wishes to reinforce its position long-term as
the leading player on the world market. Thanks to its
strong position on the Chinese market Rousselot now
has an excellent starting point from which to expand
its activities in Asia, a region which is growing rapidly.
This connects seamlessly with Rousselot’s global
development strategy. The company is using this to
strengthen its position in a region that is seen as
having great strategic significance.

Outlook

Demand for gelatin is rising slightly and is expected to
increase further. Economic prospects for the gelatin
sector also remain healthy. The traditionally significant
food market and above all the sweets market show
relatively rapid growth, primarily in Asia. The medici-
nal products market is however showing the most
rapid growth. This is a strongly growing market with
increasing competition.

Since the worldwide introduction of the digital cam-
era, the photography market has rapidly and radically
altered. The high-end market for film has collapsed,
but demand for paper for photography remains
strong.

Rousselot wants to strengthen its position in the rap-
idly-growing Asian market and concentrate on further
improvement.

Rousselot’s expertise has led to the launch of the
innovative new product RHC (Rousselot Hydrolyzed
Collagen), a natural protein for use in the food and
cosmetics sectors. A specific effort in 2008 will see
RHC pushed further into the market.

The European cost-saving programme begun in 2006
continued in 2007. The programme was further
extended to optimise the way in which we conduct
our business and to increase profitability.

Rousselot’s global leadership model has been recon-
figured into a regional model that better connects
with the markets. With this in mind, a new European
region has been set up which comprises all the
European production sites and for which a new ERP
system has been implemented.

VION Fresh Meat

Key data

Turnover € 5.4 billion
Number of

employees 6,447

Five business units South, West, Stidfleisch, North, International
Production sites 44

National offices 14
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VION is actively
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Within the VION Group, the VION Fresh Meat division
is geared towards the slaughter, cutting and process-

ing of meat. By bundling knowledge within the com-
panies, the market position has been further rein-
forced. The organisational subdivision into the West,
North, South and Sudfleisch business units ensures
that the activities in the strongly heterogeneous mar-
ket area of the Netherlands/Germany are attuned to
the regional situation. The proximity to suppliers plays
a significant role within this regionally-oriented
approach. Particularly given the multinational scale of
the VION Group, the strengthening of mutual trust is
of great importance. VION is making efforts to further
build on the partnership with the primary sector.
VION is market leader in the European meat market.
Due to its size and broad presence, VION can sell the
materials produced in the various regions very effi-
ciently on the national and international markets. In
2006, structural measures and initiatives to decrease
the cost of international activities were taken, for
example with the Australian Tatiara Meat Company.
These have already clearly borne fruit in 2007.

pioneering new markets.

In its fresh meat activities VION acts not only on legis-
lation at European level but goes beyond these statu-
tory standards. A good example of where market and
consumer developments have led to a demand-orient-
ed joined-up approach is the ‘Good Farming Welfare’
concept. This form of pig farming, specially developed
for the British retail market, is characterised by a
number of welfare requirements that go beyond
those required by legislation for the Netherlands and
the EU. The British market is prepared to accept the
additional costs. The pig farmers receive a supplement
to compensate for the additional requirements associ-
ated with the farming concept.

Given the increasing global competition, also in 2007
additional measures were taken to optimise the struc-
ture of VION's business network. The goal of these
measures is the improvement of the strength of the
companies. By so doing VION will be able to compete
effectively into the future and invest in sustainable

business focused on quality, safety, animal welfare
and environmental protection.

Strengthening of the position on the national and
international sales markets is of great importance.
VION is actively pioneering new markets such as
Eastern Europe and is making huge investments.

In this way these markets will be further developed.

Market developments

The meat markets are changing. Two trends can be
differentiated in consumer behaviour. Firstly, as is
well-known, consumers are price-conscious. Secondly,
consumers are also perception-orientated and value
convenience and good service. Factors such as well-
ness, health and self-development are therefore deci-
sive for positive wellbeing. Foodstuffs must meet strict
requirements for quality, purity, natural taste and
enjoyment. In addition, consumers expect that in the
production processes consideration is given to animal
welfare and, increasing, also to care for the environ-
ment. Ever more consumers are willing to pay higher
prices for this. This trend is underlined by the rise in
organic products. Therefore, it is of great importance
to the successful sales of meat to take the wishes and
needs of consumers fully into account. The meat-
processing industry has taken this on board by invest-
ing more in quality, safety and innovation. This can be
seen particularly in the development of a wide range
of convenience products. This trend is also set to con-
tinue into the future. VION is trailblazing the way in
the markets with this development process.

The high degree of self-sufficiency in the Dutch meat
market and the level of self-sufficiency in the German
meat market attained in the meantime make neces-
sary more sales activities in international markets to
relieve the domestic markets. The emphasis is ever
more on the Eastern Europe and Asian markets.

The globalisation of the meat trade is leading to
escalation of competition in both the domestic and
international markets. Only companies that shift their
products in a very efficient and competent manner
can exploit the opportunities provided by these
markets.




The Dutch meat market was characterised in 2007 by
declining demand for red meat. Pork consumption per
head of population fell by 0.46 kg to 27 kg; much
more than other types of meat. Per capita consump-
tion of beef and veal remained unchanged at 12.6 kg.
Consumption of poultry has however again recovered
after the drop that followed bird flu in 2006.
Consumption of poultry has increased markedly to
14.9 kg (from 14.5 kg). In total in the Netherlands

56 kg of meat was eaten per capita. That's 0.1 kg less
than in 2006.

Given the high degree of self-sufficiency in the mar-
kets for pork (234%) and beef and veal (116%), the
Netherlands is highly export-oriented in the sale of
meat.

Within the Netherlands approximately 55% of meat is
sold through retail. Wholesale had a share of approxi-
mately 36%. Sales through butchers, with a share of
6%, did not play a significant part.

The Dutch meat market situation was affected by a
clear increase in meat production. A total of 7.47 mil-
lion tons of meat was produced, up 3.7% on the pre-
vious year. The level of self-sufficiency has increased
to just above 100%. The German meat sector was
even more dependent on exports. The export surplus
of meat, meat products and livestock increased by
61% to 135,000 tons.

Although consumption of all the main sorts of meat
went up by 1.1%, total consumption grew less quick-
ly than in 2006. Per head of population, 61.4 kg of
meat was eaten. That's an increase of 1 kg compared
with 2006. Pork consumption increased by 0.7 kilo
to 38.7 kilo. Consumption of beef and veal increased
by 0.2 kilos to 8.5 kg. Poultry saw slight growth by
0.35 kilos to 12 kg per head of population.

The sale of pre-packaged fresh meat and frozen meat
has increased further. AlImost 50% of consumer meat
purchases consisted of pre-packaged products. As in
previous years, supermarkets are a key sales channel.

Beef and pork producers had to deal with unexpect-
edly high growth in fodder prices in the second half
of 2007. This increase in costs most affected piglet
breeders, in the form of a severe loss of income.
Given that no reversal in fodder prices is to be expect-
ed in the short term, price increases throughout the
sector are unavoidable in order to ensure profitable
production at every process step. This situation will
sooner or later lead to an increase in purchase prices.
Higher purchase prices and declining raw material
supply will represent a particular challenge to the
meat-processing industry in 2008.

Beef

In the Netherlands, the number of cattle slaughtered
fell by 3.6% to 560,000. While the number of bulls
slaughtered, at a modest share of 14% of the total
number of cattle slaughtered rose by 12% to 77,000,
the number of cows slaughtered fell by 5.8% to
470,000.

With a share of around 50% in the total beef and
veal market, veal production in the Netherlands occu-
pies a significant position. Unlike the number of cattle
slaughtered, the number of calves slaughtered rose by
0.8% to 1,345,000.

The purchase prices for bulls (trading class R3) fell by
4.5% (—-€0.13 /kg) to € 2.76 /kg. The prices of cows
followed the same trend. For trade class O3 the pur-
chase price fell on average by 3.4% (- € 0.08/kg) to
€2.25 /kg.

Supermarkets are a key sales channel for fresh meat.

The number of cattle slaughtered fell in Germany by
1.7% to 3.41 million. This fall was not as significant
as forcast by market experts at the beginning of the
year. The number of bulls slaughtered even rose by
approx. 2%. On the other hand, the number of
female animals (sows, cows) fell by 4%.

The total production of beef and veal dropped under
the influence of an increase in the average slaughter
weight by just 0.4% to 1.19 million tonnes. The fall in
domestic production of 1.1% was partially compen-
sated by increased import of live cattle (+ 9%) and
meat (+ 2%). Polish and South American products in
particular managed better to get into the German
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market. The export of live cattle declined by 11%.
However, the export of beef and veal showed an
increase of 1.9%. The export orientation of the
Netherlands has clearly increased in size, while Italian
customers are buying fewer German products due to
the increase in competitive providers from other

EU countries. Due to the high degree of self-sufficien-
cy of 122%, export formed an important safety valve
for the sale of German beef and veal.

Given the shrinkage of the cattle stock, a drop in pro-
duction of beef and veal of 1.8% is again being fore-
cast for 2008. That is a larger fall than the EU average
(= 0.8%). The German meat-processing industry in
both the German beef market and the global markets
is going to have to contend with increasing competi-
tive pressure from international providers.

In 2007 a record number of pigs were slaughtered

in Germany.
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As a result of the surplus supply of beef and veal,
average purchase prices for stock for slaughter fell
over the entire year in comparison with 2006.
Particularly in the first half of the year, prices moved
markedly below their 2006 level. Halfway through the
year this trend turned. In the third quarter, the price
level went above the 2006 line. The price decrease for
bulls of trade class R3 at € — 0.16/kg (- 5.2%) to

€ 2.88/kg was greater than that for cows. In trade
class O3, for example, prices declined by € 0.03/kg

(= 1.4%) to € 2.29/kg.

Pork

In the Netherlands, the number of pigs slaughtered
rose by 1.1% to 14.2 million. In the first half of the
year, the number of pigs slaughtered fell by 3.2% but
the second half of the year saw a marked increase of
around 5.6%. This turnaround coincided with a better
price level in the Netherlands. Therefore, the differ-
ence between the Dutch and German prices from the
summer was markedly lower than in the year before.
This stabilised demand for slaughtered pigs due to
limited export of live pigs for slaughter. Where the
export of live animals in the first half of the year rose
by 16%, this fell in the second half of the year by
7.6% compared to 2006. The gross domestic produc-
tion of pigs rose in the Netherlands by 1.4% to

21.4 million.

The purchase prices for animals of trading class E
fell in the Netherlands by € 0.14/kg (- 10%) to
€1.25 /kg.

Also in 2007 a record number of pigs were slaugh-
tered in Germany. The number of slaughtered animals
at 52.8 million exceeded the 2006 results by 5.4%.
This trend is also the result of the rapidly rising import
(+ 15%) of piglets and slaughter pigs from Denmark
and the Netherlands.

Pork production increased by 5.9% to 4.94 million
tons, so almost reaching the self-sufficiency level.
However, domestic consumption rose by only 2%.
The increased exports led to a loosening of the mar-
ket. Given that extra pork primarily from Belgium and
Denmark, amounting to 1.15 million tons (+ 3.2%),
came onto the German market, greater export activity
had to provide for market equilibrium. Export
increased by 18% to 1.52 million tons. The main cus-
tomers were EU countries, particularly Italy and the
new EU countries in Eastern Europe. These countries
were also able to record the most rapid growth in
2007.

Due to the rapidly depleted stock of gilts and
increased number of slaughtered sows in Germany
since the spring of 2007, for the second half of 2008
a drop in the number of slaughtered pigs is forcast,
although for the first half of the year, a slight increase
is expected. The average decrease for 2008 is estimat-
ed at 2%.

The market conditions — greater supply of pork, lower
dollar rate and increasing competition from lucrative
international producers such as Brazil — made their
mark on purchase price developments. The purchase
price (trade class E) fell in comparison with 2006 by
€0.15/kg (- 10%) to € 1.36/kg. Compared with the
normal seasonal trend, the price level in the months
of November and December remained broadly con-
stant despite the fact that supply had increased.

In these months it stayed at exactly the average level
of the years 1997-2005.




Business management 2007

2007 saw further consolidation of the VION compa-
nies. The emphasis here was on measures aimed at
cost reduction, restructuring, optimisation of the com-
panies and coordination of the companies within the
business units and divisions. By harmonising the com-
panies on the market, friction was avoided and our
strengths were better channelled. In this way VION
provides an operation that is as efficient as possible.
In addition to these measures, efficient management
of debts and improvement of results from foreign
trade helped compensate for the declining results due
to pressure on margins in the fresh meat division.
The global food and meat market is currently chang-
ing rapidly, something also applicable to the activities
in the International business unit. The organisational
structure of this business unit has therefore been
adapted. In this way VION can make the most of
future growth, being proactive and exploiting new
markets.

Due to the clear division of authorities between
import and export departments into four areas of
activity/sales regions, the conditions have been creat-
ed for successful sales activities on foreign markets.
New foreign offices have been set up in the new EU
countries in Eastern Europe. These measures increase
our strength in these significant up-and-coming mar-
kets.

Prospects for the beef market

The supply of slaughtered beef on the market of

the EU-15 is expected to decline by 0.8% in 2008.
The Netherlands is considering a drop (- 1.9%) and
in Germany a downturn of 1.8% is expected.

The more limited supply may lead to a slight increase
in purchase prices.

Prospects for the pork market

The marked increase in the number of slaughtered
sows in the Netherlands and Germany since the
spring of 2007 is expected to lead to a smaller
number of piglets in 2008. Whereas in the first
quarter the market will probably still be sufficiently
supplied with slaughtered pigs, we are taking into
account the possibility of lower supply from April.
In mid-2008 the number of slaughtered pigs in the
Netherlands and Germany will probably remain 2-3%
below the 2006 level. In the EU-15 a decrease of
approx. 1% is expected.

Optimisation

In the domestic market and abroad, VION is leading
the way with innovative products and solutions.
Customers and suppliers are reliable partners in this.
To guarantee the success of the company in the long
term, strict standards for strategic high quality service
provision have been defined, which will continue to
be further developed. Through taking an approach
of better coordinating business units and divisions
throughout the entire group and optimising all
processing steps it is possible to maximise synergy
effects and efficiency increases.

Intensive communication with suppliers and customers

must continue to reinforce the basis of trust.

Optimal service provision by the companies would
result in VION remaining a strong player in the
European market with good development oppor-
tunities.

Intensive communication with suppliers and custom-
ers must continue to reinforce the basis of trust and
partnership. In this way, the business units and indi-
vidual parts of the business are in a position to oper-
ate as successful partners throughout the chain, from
purchasing up to and including sales.
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VION Convenience

Key data
Turnover € 1.2 billion
Number of employees 3,884

Seven business units Pre-packed Fresh, Food Service,
Retail NL, Chilled Food,
Processed Meat, Frozen Retail,
Frozen Vegetables

Production sites 30

National offices 14 (shared with Fresh Meat)

General

The Convenience division is geared towards conven-
ience food in the broadest possible sense. This con-
venience may, among other things, reside in such
things as portioning, packaging and preparation.
The division is focused on the convenience consumer
both through the retail trade and the food service
channel. Although a large proportion of convenience
products is sold in a price-driven market segment,
VION has been able successfully to differentiate itself
through new concepts, quality, food safety and sus-
tainability. In so doing, the Convenience division fulfils
all three strategic pillars of VION Food Group.

The acquisition of frozen vegetable processor Oerlemans

Foods consolidates VION's food strategy.
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To achieve their growth ambitions, the Convenience
division made an acquisition in 2007. In October,

the largest processor of frozen vegetables in the
Netherlands, Oerlemans Foods, was acquired.

With Oerlemans Foods, the Convenience division has
taken another step in the transition from meat com-
pany to food company. The consumer is increasingly
moving from singular products such as meat, to com-
posite products such as meal components and meals.
Oerlemans Foods complements the existing range,
with among other things frozen meals and soups.

As well as two factories in the Netherlands,
Oerlemans Foods has also built up a strong position in
Eastern Europe with two more factories in Poland. In
this region there is much more volume growth to be

realised. It is the intention to market a large number
of other VION products in the East European market
through Oerlemans Foods' existing distribution net-
work. Oerlemans Foods also has significant positions
in England and the European food service market.
The company also has market positions with the
brands Oerlemans, Keizer and Bauer. Oerlemans
Foods is the largest producer of organic frozen vege-
tables. As well as the vegetable activities, Oerlemans
Foods is active in the markets for potato products and
the frozen fruit market. This gives VION the opportu-
nity to gain knowledge and experience in these relat-
ed segments. Given the profile of Oerlemans Foods,
this company forms an excellent complement to the
existing activities within the division.

Market developments

Germany, general

2007 was a good year for Germany. Growth of 2.5%
compared with 2006 meant the strongest economic
growth in five years. Exports were the main driving
force, with growth of 8.3%. Consumer spending
declined at — 0.3%. The VAT increase that came into
effect as of 1 January 2007 was a factor in this.

The number of unemployed fell. In addition, consum-
er spending on food and luxury goods fell, at — 0.8%.
Consumer prices rose by 2.2%. This was higher than

in previous years.

Netherlands, general

2007 was also a good year for the Netherlands.
Economic growth stood at 3.1%, the strongest since
2000. Exports provided the boost, having risen by
9.5% relative to the previous year. An improvement in
home demand also made a substantial contribution.
Consumer spending rose by 1.9%. The improvement
in the labour market and substantial rise in consumer
confidence were responsible for this. The number of
unemployed fell to 4.0% of the economically active
population. In addition to this, consumer spending on
food and luxury goods rose by 1.8%. The rise in con-
sumer prices at 1.6% was lower than in the preceding
years.




Consumers and trade

The consumer drivers indicated in previous years of
health, enjoyment, convenience and ethical behaviour
continued unabated in 2007 and beyond. VION
included in its strategy both product leadership and
continuous sustainability for these trends. In 2007
VION again developed a number of innovative con-
cepts and products within the various business units.
These vary from microwave meal concepts up to and
including meat-based energy bars. VION has also
increased its supply of organic products.

VION wishes to be the most professional partner in
the market, working in collaboration with the trade
on both quantitative and qualitative objectives. That
may consist of the joint development and selling of
concepts and products under their in-house brand or
a VION brand name. Selling under a brand name is
not an objective in itself. VION Convenience is there-
fore also proud of its customer portfolio and the con-
cepts under which its products find their way to the
consumer. VION wishes to pay a lot of attention to
this route and has further optimised its organisation
of both key account management and category
management.

VION has rationalised its brand portfolio. It is there-
fore possible to support a number of key brands in an
efficient way such as Quisit, Vegetaria, Bio+ and their
own VION brand. This focus on and repositioning of
the brands also gives a clear direction and impulse for
the further development of innovative concepts.

VION of course also keeps a close eye on the ever-
changing retail landscape. New ownership relation-
ships may present both opportunities and risks.
Important developments in 2007 were the collapse of
Laurus in the Netherlands and the announced acquisi-
tion of the Plus discount formula from Tengelman by
Edeka.

Customers, both within the retail and the food service
segments, are setting ever clearer requirements on
quality and food safety. Also to be taken into account
is the trend by which professional trading partners are
moving increasingly toward one-stop sourcing and
long-term relationships. This trend is based on the
fact that larger parties are better placed to correctly
fulfil the above mentioned requirements. In addition,
it is of great importance for the trade to secure future
supplies, on the one hand on account of the rapidly
rising demand for food from emerging markets, and

on the other on account of the choice to be made in
the primary sector between production for food and
production for energy.

The renewed innovation process has provided a
number of successful new concepts. At Anuga, VION
won the Innovation Award with the Power Runner,

a meat-based energy bar. Through the selection of
focus brands, in which Quisit is repositioned as a
brand bridging several categories, the first multi-
disciplinary brand teams that cross several business
units have also been started.

Highlights by business unit
VION Retail NL

The total consumption of meat and meat products in
the Netherlands was stable during 2007. The slight
fall of 2% in fresh meat was compensated for by a
slight increase in convenience products. Within fresh
meat, the share of mince has increased. Within the
‘meat, salad, meals’ category, the retail sector judged
the VION sales team to be the best. The sales team of
Q-linaire, the Dutch food service activities, also won
prizes under the ‘meat’ category. A number of new
business activities were started during 2007 with,
among other things, fresh meat for the Dutch market
and an organic range for export to England.

Professional trade partners are increasingly opting

for one-stop sourcing.

Encebe Vleeswaren participated in the ‘gammon
project’, a collaboration between the VION companies
Encebe Vleeswaren, Fresh Meat West, Key Country
Foods and Processed Meat Germany in which typical
English bacon products were made. During Anuga the
‘Winter warmers’ concept was presented, a conven-
ience innovation for the consumer. This consists of
prepared meat in a new packaging of aluminium tray
and steam-resistant film which can be prepared in the
oven or microwave.

The production configuration has been further opti-
mised by moving the kebab line from Schijndel to
Groenlo and production of mince from Groenlo to
Schijndel. A second ‘vinken’ (beef/veal olives) line
was installed in Schijndel. The Salvesen Logistics distri-
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bution centre was taken over and a number of new
labeling machines were brought into use there.

Processed Meat & Chilled Food

The activities of the factory in Blumberg, Germany
were sold to Edeka. A number of products, with the
exception of the regional specialities, have been taken
over by other production sites. The site in Kulmbach,
Germany has also been closed and production shared
between the factories in Chemnitz and Weimar.
Further specialisation of the production sites has
taken place by moving production of cooked mince
products from Hammelburg to Artland. In so doing,
the 2006 reorganisation of the Processed Meat busi-
ness unit has been virtually completed. Further inte-
gration of Processed Meat and Chilled Food has been
expressed in collaboration between the sales teams
and harmonisation of quality systems, information
technology and accounts. Joint product development
is also taking place. New concepts such as Party
Salamis and Power Runner were presented at Anuga
and received much praise from the trade and press.

In view of market developments and consumer behav-
iour, the rapidly growing Chilled Food segment
received even more attention in 2008. A Chilled Food
business unit manager was appointed for the seg-
ment with the remit of strategic marketing for further
expansion.

The Food Service business unit has also seen good growth

in 2007.
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Pre-packed Fresh

The Pre-packed Fresh business unit is in a re-orienta-
tion phase and is moving from bulk products to more
innovative concepts and a service-oriented customer
approach. Innovation management has led to a
number of new concepts, including the successful
launch of ‘Bratenklassiker’. Niche market proposals
such as vegetarian and organic have grown further
and remain important to the results in coming years.
Both ranges are being further extended with
additional products.

Frozen Retail

The results of the Frozen Retail business unit were
influenced throughout the whole of 2007 by a major
fire at the Wunstorf production site. In the last
months of the year, a lot of hard work has been done
to again be operational from the start of 2008 with a
‘state of the art’ line for (steamed) meals. The Quisit
brand has been further extended and a number of
innovative products developed to better fill the brand
out at range level in 2008.

Food Service

The Food Service business unit has also seen good
growth in 2007. This can particularly be explained by
very rapid growth of ‘system gastronomy’. Within the
home delivery channel as well, the business unit has
seen its position further strengthened through FVZ.
Production capacity at FVZ has in the meantime
increased by around 15%. The business unit has been
set up from a strategic market perspective into three
lines, these being: ‘Finger Food’, "Hand Held Snacks’
and ‘Center of the Plate’. The food service range of
Artland, particularly schnitzels, is thus also integrated
into the marketing of Salomon FoodWorld. Salomon
was very successful at Anuga, where a number of
innovative new concepts were very positively received.

Frozen Vegetables

Frozen Vegetables is the new business unit in which
Oerlemans Foods has been placed. The results of
Oerlemans Foods are included from 1 June 2007.

The market, and thereby the result, of vegetables and
potatoes has had to contend with the repercussions
of a bad potato season in 2006 and in 2007 a great
shortage of peas and beans in particular. These effects
have resulted in lower volumes. The market is charac-
terised primarily by stabilisation in Western Europe
and growth opportunities in Russia and other Eastern
European markets.




Outlook

The focus of the Convenience division in 2008 is pri-
marily on expanding the British market and the devel-
opment of the next generation of convenience food.
The shareholding in the British food company

J&J Tranfield, which was acquired after the balance
sheet date, confirms the importance VION attaches to
the British market. There was also further consolida-
tion of the structural measures taken in 2007 (for
example, with Processed Meat and Retail NL) and the
strengthening of the market position and the further
integration of Oerlemans Foods. The Frozen Retail,
Food Service and Frozen Vegetables business units
together will make VION a frozen foods supplier in
those markets where synergistic possibilities and
opportunities present themselves. With regard to the
export of meat and meat products to countries out-
side Germany and the Netherlands, further coopera-
tion between the national offices of the International
business unit (Fresh Meat Division) and/or Oerlemans
Foods was initiated. In both the Netherlands and
England, VION is taking steps to build up a strong
position in food service as is already the case in
Germany with Salomon FoodWorld. Product innova-
tions and brand developments will be further fleshed
out. The expectation is that prices for raw materials
in 2008 for both meat and vegetables are going to
be higher.

Post balance sheet date events

VION's Rousselot business unit entered into a joint
venture with the Brazilian company Rebiere. This com-
pany is one of the market leaders in gelatin in Brazil
and one of the top 10 gelatin companies in the world.
Rousselot, which is a sub-division of the Ingredients
division, is obtaining a majority shareholding in
Rebiére. The joint venture will result in benefits of
scale for both companies and will offer better oppor-
tunities to service clients worldwide with added value
products.

The shareholding in J&J Tranfield is in line
food strategy.

VION has also acquired a majority shareholding in the
British food company J&J Tranfield. This company spe-
cialises in the production of sausages and pizza for
the British retail and food service markets. The share-
holding in J& Tranfield is in line with VION’s food
strategy and the importance VION attaches to the
British market. Given the fact that the British market
cannot meet all its demand for pork, there are poten-
tially important synergy effects in the sale of pork to
J&J Tranfield by the Fresh Meat division.

The shareholding in J&J Tranfield enables us to offer
an even more attractive range of foods to the British
retail and food service markets. J&J Tranfield is also a
potential buyer of vegetable and meat toppings from
various VION companies in the Netherlands and
Germany. This will generate additional synergy in the
Convenience division.

with VION's
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