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Rebalancing for Growth

Nutreco introduced its “rebalancing for growth” strategy in the fall of 2004. The
company recognized that farming of meat and fish was very volatile. Conversely,
there was enormous potential in a variety of animal feed areas.

During the next 16 months, Nutreco strategically divested about USD 1 billion
of farming companies. Nutreco elected to keep its poultry business in Spain, as
Nutreco was the leading provider, and had a significant competitive advantage.
During this period, Marine Harvest (global salmon fish farmers), Hendrix Meat
Group (producer of pork products in Benelux), Pingo Poultry (producer of poultry
products in Benelux) and Euribrid (global breeding company) were divested.

“We have gone through major change, and an extensive business
divestment and growth scenario. The alignment within and between
business groups has resulted in uniform Nutreco information
systems, to optimize our business processes and management
information, and to integrate our information systems with customers
and suppliers,” notes Bakker.

"We would not have been able to achieve this level of change without
Lawson, and its dedicated staff to assist us.”
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Line of Business

Nutreco operates in four major lines of business:

Compound Feed. The compound feed division creates animal feed to meet the nutritional
needs of farm animals, such as poultry and pigs. This division serves numerous pig and
cattle farmers, and also produces feed for organic farms.

Premix and Specialty Feed. Premixes and feeds are used in low volume, but require a high
degree of precision, as this is the major approach for delivery of required vitamins and
minerals to animals. This division is supported by an extensive research center.

Fish Feed. Nutreco is the world's leading fish feed provider, providing fish feed for aquacul-
ture, for more than 50 varieties of fish, across more than 25 countries.

Meat. Nutreco's meat activities mainly relate to the production, processing and sale of
poultry products in Spain.

As you can imagine, there are significant IT challenges to automating a company of this size
and complexity. But, before we begin to examine those challenges, it is important to
understand Nutreco's rebalancing and growth strategies which brought it to its current
position. Indeed, the IT challenges for Nutreco are increasingly complex because of the
enormous change occurring as the company grows.

This list provides a sense of the tremendous “growth” activities that the company under
took:

* Takeover of |7 feed factories in Canada

* Takeover of BASF companies in the USA, Mexico, Guatemala, Indonesia, China, Poland,
[taly and the UK

* Establishment of a company in Russia

* Takeover of a Chinese producer and distributor

* Takeover of an animal nutrition company in India

* Takeover of a Dutch producer and worldwide distributor of milk replacers
* Takeover of a fish feed production facility in Japan

* Takeover of a fish feed company in the USA

* Takeover of a feed and meat business in Spain

Challenges and Opportunities

“Before the change in strategy, we started implementing common IT solutions for meat,
fish farming, and harvesting. Now, we are not only in a different set of businesses, but we
are in the midst of the integration of a major set of acquisitions, and will continue the
growth strategy,” explains Roel Bakker, Nutreco's CIO, referring to the rapidly changing
landscape at Nutreco.

The Nutreco strategy of “rebalancing for growth” includes product innovation, new prod-
uct development, substantial growth (both organic and through acquisition), as well as
developing global relationships with key suppliers. They are designed to optimize cost while
delivering value, the so-called “Nutreco Sourcing Initiative.”

What remains, after all this change, is a very different Nutreco, whose worldwide focus is
on the feed business, primarily for pork, poultry, beef, and fish species (mainly salmon). This
substantial shift in the company stretched all of its resources, especially information tech-
nology.

The IT Transformation

Nutreco was founded by executives from British Petroleum in 1994, went public in 1997,
and through its acquisition strategy, began to “inherit” ERP systems around the world
including:

*JD Edwards (now Oracle) in the USA

* SAP in Spain

* MFG-Pro (QAD) in the Netherlands

* Navision (Microsoft) in the UK

* Local systems in Indonesia, Guatemala, Mexico and China

* Lawson (formerly Intentia) in Norway
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By 2002, there were at least 25 mainly decentralized managed ERP systems around the
company, some local, some homegrown. Moreover, the number of different [T platforms
for hardware and networking was equally overwhelming.

Nutreco did some internal benchmarking, looking at the capabilities of commercial vendors
already serving Nutreco companies. The major considerations were total cost of owner
ship (TCO), and the value that could be delivered to Nutreco for its investment.

The preferred supplier was Lawson, based on the internal benchmark analysis. The Skretting
fish feed business, which was a Lawson user for many years, began a new process of inte-
grating and standardizing on the Lawson platform.

In 2002, Roel Bakker established four very important principles for managing the enormous
amount of business change at Nutreco:

I. The most important thing was to first build an ERP kernel per business group that
covered the core business requirements across all countries. Once the business kernel
was established, an implementation team managed the rollout across countries.

2. Lawson is the preferred solution provider for Nutreco ERP around the world. Today
Lawson provides the standard ERP solutions within Nutreco globally.

3. Ownership of the ERP implementation by local company management is critical.
Moreover, that ownership requires a commitment to the core ERP kernel consisting of
finance, sales, purchase, inbound and outbound logistics, and business intelligence. Any
significant change at the local level will require systems to be reharmonized later:

4. Transformation from locally managed ERP systems to a centrally managed Lawson

environment is supported by dedicated implementation and support teams. The
By implementing Lawson solutions with the Lawson solution is running on a centrally managed hardware platform for almost all
same standards and harmonized processes operating companies.The transformation of tl”esponsibillities has also necessitated alhigh
around the world, new processes can be degree of business cultural change that requires ongoing management by the business
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implemented quickly. Moreover, the time it group and the corporate 11 ofice

takes to integrate a new acquisition can be .
reduced by up to 50 percent. The Implementatlon

After the first implementation in the global fish feed business, the global additives and
premix business started implementing Lawson solutions in 2003 across multiple countries.
The feed businesses in Netherlands, Belgium and Germany began their migration to
Lawson in 2006, with 70 percent of these businesses now using Lawson solutions, and the
rest planning to go live in the next |2 months. Four of the six business groups (covering
about |5 countries all over the world), now use Lawson solutions. The newly acquired feed
business in Canada will start a program to migrate to Lawson solutions soon.

The rollout involved not just a uniform set of business processes, but the implementation
of a well-defined data architecture.

Standardization of the chart of accounts and management information on the business
group level was quite important. Since Nutreco's growth strategy is around animal feed
products, all businesses can and should be held to the same performance indicators, and
that requires standardization of financial functions. Now, with a uniform set of businesses,
key performance indicators (KPIs), dashboards and reporting can be standardized, so that
each line of business and country executives can manage the same KPls, and top manage-
ment can retrieve the data they require. More attention is also being paid to data ware-
housing, as a natural way to collect information and support decision making.

The implementation of Lawson solutions worldwide was obviously a rather complex
undertaking. Dedicated teams traveled around the world to support the implementations.
Lawson consultants were deployed to help with local modifications. Due to operating in
so many countries, the development and implementation of market and legal conditions
was especially challenging.

“Functionality and the implementation effort are key factors. If you look at SAP implemen-
tations, there are lots of consultants from other companies running the projects. Lawson
implementations are less expensive, not just for implementation, but after go-live as well. If
you look at the mega-ERP vendors and Nutreco, we are just a number. If you look at
Nutreco and Lawson, we were a good fit,” says Roel Bakker, discussing what made Lawson
number one for Nutreco.

“Elephants dance with elephants. You need to make the right sizing decision for your
company, and find the best way to support it," adds Bakken
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Realized Value for Nutreco

Harmonization is a big benefit for Nutreco. By implementing Lawson solutions with the
same standards and harmonized processes around the world, new processes can be
implemented quickly. Moreover, the time it takes to integrate a new acquisition can be
reduced by up to 50 percent.

The cost of maintaining Lawson systems is quite manageable. Nutreco has 900 users in |5
countries (and 55 locations) around the world. Shared IT Services has a dedicated team
of five people (compared to dozens at companies of a similar size) to support the whole
environment. Moreover; Nutreco has eliminated approximately 30 localized ERP hardware
platforms.

The next phase is to improve the procurement process across business groups on raw
materials in order to combine purchase contracts and callouts of raw materials. The more
each business operates in the same environment, the easier it is to upload management
information, compare agreements, and negotiate with suppliers.

With a uniform chart of accounts within a business group, business reporting has become
standardized. Management can now reach into any business and country around the world,
and obtain up-to-date information.This was not possible before. The next phase will be to
realize standardized business processes and management information across business
groups.

The IT department is now a strategic member of every acquisition committee. As a key
part of an acquisition strategy, IT can tell management the cost and time to move them
over to Lawson.

What’s Next?

There is much work remaining for Roel’s global T team at Nutreco.

New acquisitions, new cross-business initiatives, common information systems, and related
support will be on the agenda of the Nutreco IT community. New functionality in forecast-
ing and supply chain management must be developed and rolled out.

New acquisitions will be brought into the Lawson M3 environment. And, Nutreco has the
tools to do it. Since an ERP kernel has been created per business group the roadmap is
clear However business improvement projects are always needed to meet the changing
business requirements and to get all the benefit out of the Lawson system.

About Nutreco

Nutreco Holding NV (Nutreco) is a leading provider of animal nutrition and
fish feed around the world. Nutreco’s business groups have over 100
production and processing plants in more than 25 countries with a total of
9,000 employees. Their customer base spans approximately 80 countries
around the world. Nutreco generates revenue of approximately EUR 4 bil-
lion per annum, and is listed on the Euronext Amsterdam Exchange.



