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GST and Your Fonterra Dividend

Previously Fonterra’s payout comprised a milk price component and a value add component.
Both components were paid out on the basis of milk production. As a result of the capital
structure changes at Fonterra, there is now a clearer distinction between the amount paid
for milk that farmers supply to Fonterra and the dividend value return component paid on
the shares they have in Fonterra.

The first dividend will be paid on the 20th of April 2010 and for Fonterra shareholders this
means that it will be typical of a dividend in that there is no GST payable on the payment
received.

For those shareholders and sharemilkers who have agreed on a dividend related payment
adjustment, the payment received by the sharemilker is considered normal business income
and is subject to GST. Where shareholders and sharemilkers have advised Fonterra on how
the allocation should be split, buyer-created invoices will be issued by Fonterra for the
elected payments. Those shareholders and sharemilkers with arrangements outside the
dividend related payment adjustment will still need to apply the above tax treatment and
any payment made to the sharemilker will need to have GST included.
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This document is provided by Coombe Smith as general guidance only and does not constitute the provision of accounting,
legal advice, tax services, investment advice, or professional consulting of any kind. The information is provided “as is” with no
assurance or guarantee of completeness, accuracy or timeliness of the information and without warranty of any kind, express
or implied, including but not limited to warranties of performance and fitness for a particular purpose. In no event will Coombe
Smith or its professionals be liable in any way to you or to anyone else for any decision made or action taken in reliance on the
information or for any direct, indirect, consequential or other damages related to you or your use of information, even if
advised of the possibility of such damages. Before making any decision or taking any action, you should consult a professional
adviser who has been provided with all the pertinent facts relevant to your particular situation.



