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D A New Day
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It is very satisfying to
be able to produce food
that is sorely needed
elsewhere in the world
where the
circumstances
necessary to produce it
are not favourable”

Annemiek Koekoek,
Dairy farmer

“l-

Together with dairy farmers such as Annemiek, FrieslandCampina provides
people in more than 100 countries with dairy products. When she was very
young, Annemiek’s grandfather told her that the Netherlands has optimal
conditions for producing milk and that in many other countries this is not the
case. For her, producing milk for families living in countries where this is not
as easy is the most beautiful thing she could do. This way, Annemiek,
together with thousands of other FrieslandCampina dairy farmers, provides
the growing world population with high-quality nutrition.
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https://www.frieslandcampina.com/nl/nieuws/a-new-day/
https://www.frieslandcampina.com/news/a-new-day/
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The dairy sector in the

Netherlands has the Circular farming, with a closed cycle, is Arjan’s ultimate goal. This is why,
knowledge and motivation to together with his father, he is always working on sustainability.

8.1W8.VS find a solution. Take FrieslandCampina supports them with knowledge and resources. For
biogas, for example’ we use it example, by means of the Jumpstart programme for generating biogas by
to pIovide our Vﬂlage with fermenting manure. With this gas, Arjan heats many houses in the immediate
sustainable energy that vicinity of his farm. In the future, he would like to stop using fertilisers and
otherwise would simply instead reuse the residual manure. This way, his dairy farm becomes
disappear into the increasingly circular.

atmosphere”

Arjan Stokman,
Dairy farmer


https://www.frieslandcampina.com/nl/nieuws/a-new-day/
https://www.frieslandcampina.com/news/a-new-day/
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FrieslandCampina is one of the largest dairy companies in
the world with a cooperative tradition going back to 1871. The
company has been processing milk from dairy farms into

a wide range of dairy products and ingredients for over 150
years. Every day, it provides hundreds of millions of people
throughout the world with valuable nutrients from milk.

Royal FrieslandCampina N.V. is fully owned by
Zuivelcoodperatie FrieslandCampina U.A., with 15,137 dairy
farmers in the Netherlands, Belgium and Germany as
members. Through the cooperative, these member dairy
farmers own the company. Together with its member dairy

1 5 1 37 farmers, FrieslandCampina manages the entire
?

Sl production chain: from grass to glass.

dairy farmers

21,715

Employees (FTESs)

MO
(A

{Aﬁ@ Dairy from grass to glass

From grass ... ... to glass
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FrieslandCampina worldwide

31 Countries of operation >1 O O CO U ﬂt I’I eS Products in the market 21 ,71 5 Employees

Asia and Oceania

North and South America Africa and the Middle East

In millions of euros and average number of FTEs
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FrieslandCampina in 2022

We nourish growth and change

72

Product composition -

74,
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We nourish a better planet

2
C @

649 v -6.1%

Greenhouse gas emissions

from production and transport
(scope 1and scope 2) - kt CO,
equivalent

2021: 691

10,823 "2*

Greenhouse gas emissions

on member dairy farms (scope 3 -
member milk) - kt CO, equivalent

2021: 11,099

&
91

Recyclable packaging
2021: 90%

fey

94

Responsible sourcing of
traceable raw materials

2021: 94%

Balanced product range

Basic food products versus
‘'self-indulgent products'

2021: 73%

Z\ We nourish

millions of people

percentage

Percentage total volume of consumer
products sold that complies with the
FrieslandCampina Global Nutritional
Standards Next Level

2021: 71%

For all figures and explanations, see ‘Key figures 2022’
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Dairy is ‘the gold
standard’ from the
perspective of
nutritional value and
affordability.”

Hein Schumacher,
CEO Royal FrieslandCampina N.V.

View the CEO video @


https://www.annualreport.frieslandcampina.com/en/2022/
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A word from the CEO:
Hein Schumacher

2022 was an extraordinary year in many
respects. The elimination of the corona
measures, the nitrogen debate, the war in
Ukraine, the energy crisis and especially
the mounting inflation that has impacted
everyone within the chain, including
producers, retailers, as well as consumers,
all come to mind. Owing to the inflation, the
results of our consumer activities in the
Food & Beverage business group were under
pressure, primarily because we were unable
to fully pass on the tremendous increase

in costs to our customers in the domestic
markets. However, this was more than offset
by the excellent results achieved by the
Specialised Nutrition, Ingredients and
Trading business groups, and the
outstanding performance of the new
Professional food service business.

Profit in 2022 amounted to 292 million euros.
That should be very satisfying.

Yes, but with an important caveat. The 2022
figures include a considerable one-off
260-million-euro expenditure due to the closure
of production facilities and offices, and for the
organisational restructuring, among other things.
This significantly reduces profit. However, these
costs were unavoidable to remain competitive in
the long term.

In 2022, we were faced with a considerable
increase in commodity dairy prices. Viewed in
isolation this was favourable, because it meant
that we received more money per kilo of milk.
However, the flip side of the coin was that the
costs of our dairy products and other raw
materials went up significantly as well. In 2022,
we were forced to increase our prices on several
occasions in order to retain a healthy margin.

We were not fully able to do this for the consumer
activities in our domestic markets and could not
fully pass on the tremendous cost increases to
our customers. And due to the implemented
price increases, volumes came under pressure,
especially as of the fourth quarter of 2022.
However, the excellent results achieved by the
Specialised Nutrition, Ingredients and Trading
business groups, and the outstanding
performance of the new Professional food service
business, more than offset the lower result of the
Food & Beverage business group.

Could you outline what has happened over the
past five years?

In 2018, we initiated our transformation with the
objective of increasing our focus on brands and
added value, creating a more efficient, market-
oriented structure and reducing costs, as a
means of clearing the path for growth in revenue
and volume, with sustainability as one of the
pillars. The number of production facilities has

Annual Report Royal FrieslandCampina N.V. 2022 | 1
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As always, we need to be
cognisant of the fact that
global market conditions
will put up new challenges
for us”

been reduced from 65 to 48 and on the basis

of a regional management structure, we have
switched to four global business groups. We
have laid a solid foundation for a new, global
Professional business focused on the food
service segment. Since 2021, the Ingredients
and Specialised Nutrition business groups have
produced very good growth thanks to their

new market strategy. Finally, we have increased
our investments in innovation and marketing to
further strengthen our brands in the market.

This gives you an overview of what we have
accomplished, but this list is anything but
complete. In the meantime, the world and
competition have of course also moved on, think
of the booming eCommerce channels, the closed
borders between China and Hong Kong, the
corona pandemic and the enormous inflation in
2022, all of which had an impact on the business.
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FrieslandCampina is now entering a new phase
and must demonstrate that the transformation is
paying for itself.

A healthy foundation for growth and renewal has
been laid. As always, we need to be cognisant of
the fact that global market conditions will put up
new challenges for us. We cannot assume that
the company will continue to be healthy and
profitable, and we, therefore, cannot and will not
operate on auto pilot. At the beginning of 2023
for example, we see that commodity dairy
quotations are falling worldwide, while the milk
price is still relatively high. This will have an
impact on our results, particularly in the first half
of 2023.

FrieslandCampina presents itself as a nourishing
company: a company that supplies high-quality
and affordable nutritional value. In its vision this
is subdivided into three pillars: nourishing people,
nourishing a better planet and nourishing growth
and change. On the basis of these concepts, can
you review developments in 2022 for us?

With nourishing people we demonstrate that each
day we provide millions of people with access to
safe, high-quality nutrition. We are unwilling to
compromise the quality and nutritional value of
our products. The four priorities that support the
nourishing people pillar are: ‘family nutrition’,
‘affordable nutrition' (for those that really need it),
‘ingredients’ and, finally, ‘special nutrition’, which
includes nutrition for children, adults and people
who are sick. This covers the larger share of the
world’s nutritional needs.

Nourishing a better planet is the second pillar,
with all of its sustainability challenges. No doubt,
this represents a significant challenge for a dairy
company during the present times.

That is certainly true, and this is why we are
happy that, in 2022, we made progress on all
sustainability themes, including greenhouse gas
emissions and recyclable packaging, inclusive of
water and energy consumption. We have
published our climate plan with our targets for
2030. Furthermore, it is of major importance that
the Science Based Targets initiative (SBTi) has
classified our climate targets in line with the
climate goals of the Paris Agreement. An
important milestone, even though | consider this
the minimum we must contribute to combating
climate change. In 2022, we decided to tackle
reducing greenhouse gas emissions, including
CO,, as our priority sustainability objective. Part
of this approach is to increase the remuneration
paid to those member dairy farmers who lower
their greenhouse gas footprint.

We also specifically stimulate the use of
recyclable packaging and, together with our
members, we keep working on improving
biodiversity at and around the farm.

Last year, we invested more in sustainability than
we did in 2021. We will continue to do this over
the coming years. But we definitely are not there
yet, and we are expecting to make an additional
investment of approximately 1.5 billion euros in
sustainability until 2030.

Annual Report Royal FrieslandCampina N.V. 2022 | 12
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Together with our members,
we keep working on
improving biodiversity at
and around the farm”

To limit or prevent the impact on the planet of
processing and valorising dairy, external expertise
and cooperation is essential.

We like to, and often do, involve partners in
innovative projects. To be able to further reduce
greenhouse gases in the future, we started
various pilots together with member dairy farmers
and strategic partners in 2022; for example,
relating to livestock feed additives to reduce
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methane emissions, circular stabling systems to
reduce nitrogen deposition and deforestation-
free soy for livestock feed. At the same time, we
are in conversation with social organisations,
such as Friends of the Earth Netherlands and
Nature Reserves. Although we do not always
agree on everything, | believe that we must
continue to meet and learn from one another’s
perspective. Last year, | regularly spoke with
representatives of these organisations, and |
found these meetings to be highly enlightening
and constructive.

Itis striking that FrieslandCampina not only
commits itself to its sustainability objectives in its
marketing communications, sales or procurement,
but also in financing the company.

In October, FrieslandCampina negotiated a new
continuous credit facility for 1.25 billion euros for
a period of five years. The interest we pay is
linked to four performance indicators related to
FrieslandCampina’s existing climate, sustainability
and nutritional objectives. When we achieve the
targets set, we pay a somewhat reduced interest
rate. In 2016, we were one of the first companies
to take this initiative in cooperation with our
financiers. With the refinancing negotiated this
past year, we are doing this once again, with
greater ambitions concerning climate and
biodiversity. | believe that we are fulfilling a
leading role in this respect in our sector and this
is consistent with who we are.

Is this what you are aiming for, being at the cutting
edge of sustainability?

I would nuance that somewhat. A liveable planet
exceeds commercial goals and market-oriented
thinking. It is not an area in which we should be
competing against each other. Simply put, there
is too much at risk. We will all need to change, the
agricultural sector and society as a whole, until
there is a new, long-lived normal. This will happen
at different speeds, but ultimately we will all end
up in the same place.

For many Dutch member dairy farmers, 2022 will
be a year to remember due to the intense nitrogen
debate. No doubt this has not left the company
untouched either?

Itis sad for me to see that the government’s
approach to the need for reducing nitrogen
emissions has caused a great deal of uncertainty
among our member dairy farmers. Recently |
spoke with a member who had just transferred his
farm, located in the proximity of a vulnerable

€C

A cow will never give
climate-neutral milk, while
this is possible to do for the
dairy chain as a whole”

Annual Report Royal FrieslandCampina N.V. 2022 | 13

nature reserve, to his son. The family is
experiencing sleepless nights, caused by this
uncertainty. It is very painful to listen to all this.
And to be honest, the actions of the political
establishment in 2022 and the years prior to that
have contributed to this situation and that is
highly unfortunate.

At the same time, | see that member dairy farmers
want to make a contribution to lowering nitrogen
deposition. Many times, there was more interest
in a pilot project with the Lely Sphere, a circular
stabling system that separates manure from urine
and reduces nitrogen deposition, than we were
able to accommodate.

Last year, intermediary Johan Remkes published
his report with proposals that provide a good
basis for FrieslandCampina to be able to develop
solutions. In these proposals, livestock farms are
given the opportunity to reduce their nitrogen
emissions themselves; for example, by innovating
or investing, relocating their farms, stopping at a
natural point in time over the coming years, or by
farming differently. Buyouts would then be the
last resort to be put on the table. His report is
nuanced and | hope that the Cabinet will also opt
for this approach.

The sector is not only confronted with nitrogen
measures. You often hear that the succession of
laws and regulations make dairy farming less
attractive for new generations of dairy farmers.
There is often a lack of clarity as to what the use
or effectiveness of certain measures is. This is
not only how dairy farmers perceive it, but the
broader agricultural sector as well. We are
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engaged in discussions in order to collectively
move from a ‘measures-driven agricultural policy’
to a results-driven agricultural policy’. You then
have a greater focus on the effect and provide
more custom work. To effect a turnaround like
this requires time, but | view this as a
development that offers opportunities.
Regenerative agriculture, which is receiving a
great deal of oral and written attention nowadays,
fits into this. You can use it to offset the negative
climate impact of your milk production at your
dairy farm or within the chain. A cow will never
give climate-neutral milk, while this is possible to
do for the dairy chain as a whole. That way you
would produce in balance with the planet and, at
the same time, it is a viable farming model for
dairy farmers. It provides prospects for continuity,
leaves control with the farmer and thus brings
calm. However, | realise that there is a long way
to go before things will have progressed.

The last of the three pillars is nourishing growth
and change. What does this mean?

It means that adding value to dairy for the owners
of FrieslandCampina, the member dairy farmers,
is more important than anything else. We are
doing this now by implementing a well-thought-
out strategy with motivated employees, of which
marketing, research, finance and sustainability
are an integral part. And we are also responsibly
managing the company with due consideration
for issues such as human rights, safety and
diversity.

In 2022, after the corona pandemic, many
employees immediately had to put in significant
effort again to deal with inflation.

And this put a lot of demand on our people. For
every price increase, they had to undertake
difficult discussions with suppliers and
customers. The work pressure on colleagues
responsible for the administrative and logistics
process also increased. Although we were unable
to fully pass on the tremendous increase in costs
to our customers, especially in our consumer
business in our home markets, we still succeeded
in improving the result because of the offsetting
performance of our other business groups. | am
highly appreciative of the performance, effort and
flexibility of our people.

In addition, like many other companies this past
year, we had more difficulty staffing job openings
than usual. As the corona pandemic fizzled out,
many people started to view their work in a
different light: what is best for me? More people
than before changed jobs. As a consequence, the
work had to be temporarily divided among the
remaining colleagues. This required extra effort
from many of us and | would like to thank
everyone for this. In the meantime, most job
vacancies have since been staffed again and the
job vacancy rate is almost back to pre-corona
pandemic levels.

Finally, I would like to emphasise that after years
of having to keep a distance, it was a relief for me
to once again be able to meet colleagues in
person in Africa, Asia, North America and Europe.
Nothing tops interpersonal contact.

Annual Report Royal FrieslandCampina N.V. 2022 | 14

FrieslandCampina provides high-quality nutrition,
with excellent nutritional value and dairy as the
core. The company is healthy, innovates and is
becoming increasingly more sustainable; would
that be a good way to sum things up?

Yes, | can relate to that. Dairy, provided it is
produced sustainably, will always make a
tremendous contribution to the necessary,
affordable nutrients for a growing world
population. As far as we are concerned, dairy is
‘the gold standard’ from the perspective of
nutritional value and affordability. With nutritional
value as the basis, we see that dairy alternatives,
such as plant-based nutrition, can also contribute
to that objective. Together with our partners, we
found out how best to develop this, consistent
with our existing brands and products. This way,
we provide our consumers and customers
choices they deserve.
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The demand for dairy
will be growing globally
over the coming years
and there are plenty of
opportunities for
innovation”

Sybren Attema

Chairman of the Supervisory Board
of Royal FrieslandCampina N.V.
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Interview with
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Sybren Attema, Chairman of the Supervisory Board

As Chairman of the Supervisory Board, as
well as Chairman of the Board of the
Cooperative, Sybren Attema is
well-positioned as a bridge builder between
the company and member dairy farmers,
who own the company through the
cooperative. According to Attema, “Asa
supervisory body, the Board looks after the
interests of members, employees and other
stakeholders. There is anincrease in the
company’s affinity with the cooperative and
increased recognition of the member dairy
farmers’ position. That strengthens mutual
trust, which is necessary if we are to
achieve our collective goals.”

In 2022, the cooperative established its new
strategy with Towards 2030. What do these plans
entail?

Towards 2030, with its 10 core areas, sets out the
direction we wish to pursue with the cooperative
over the coming years. This is a strategy with
tangible actions. Among other things, it concerns
the importance of maintaining the milk supply at a
certain magnitude. This helps us retain the
company’s valuable achievements, such as our
global production network or our research and
marketing capacity, while, at the same time, we
continue to pay a leading milk price to members.
With our milk price, we would then be able to

maintain a position among the top three
companies with a comparable, broad product
portfolio. It is also important that our company
continues to be an attractive employer for
talented employees.

The size of the cooperative and a leading milk
price are two sides of the same coin, so to speak.
Indeed, that is how it is. For FrieslandCampina to
be and continue to be a player on the world
market, the Executive Board has stated that
existing member dairy farms can grow their
volume and that new members are allowed to
join the dairy cooperative. This applies to dairy
farmers in our three domestic markets: Belgium,
Germany and the Netherlands. We recently
formulated effective agreements on this with our
members. With our ‘eight guarantees’ as our key
message, we are now presenting ourselves at

€¢

Current member dairy farms
can grow their volume and
new members are allowed to
join the dairy cooperative”

trade fairs and have started a recruitment
campaign in Belgium. A nice side effect is that
current members are increasingly appreciating
their dairy cooperative.

Towards 2030 and the company strategy, Our
Purpose, Our Plan, are mutually aligned in many
areas. This is evident from the sustainability
agenda, for example. Do the two strategies
reinforce each other?

You can see that in the area of sustainability, the
cooperative and the company are working better
together than ever before. An example of this is
the updated remuneration system, Foqus planet
Sustainable development, for sustainability
measures. We set this up together in 2022, and
members consider it an improvement. Foqus
planet is based on market and societal demands
and on what members want: namely, adding value
to their milk. It gives them more clarity; when you
implement these measures or make these
investments and it produces the desired result, it
is remunerated with a predefined amount.

Establishing a Sustainability Committee within the
Supervisory Board has given sustainability extra
weight there as well.

Pursuant to our responsibility, we develop special
expertise this way and it also ensures that we are
better able to supervise progress on
sustainability.
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How do members view the market’s and society’s
expectations and what are the measures that
FrieslandCampina has developed to anticipate
these expectations?

From resistance to change, this switched to a
demand for practical support in a relatively short
period of time this past year. This movement
appears to be definitive. Our members want to
adjust, but could use some help with how best to
approach this. This help would be in the form of
expertise and money. The turnaround is, in part,
due to the changed demand by consumers and
customers, the sustainable requirements imposed
by the Dutch government and the European
Commission and the overall social debate. Our
members clearly understand what is expected
from them.

FrieslandCampina refers to itself as a modern food
company, with dairy as a solid core. Do the
products produced using plant-based raw
materials fit into this definition?

Thanks to our knowledge of proteins and the
global supply chain, among other things, we are
capable of supplying alternatives to supplement
the diet, such as products produced using plant-
based ingredients. Society at large, ranging from
politicians, retail to consumers, is demanding
such products. Due to the positive margins of
these products, this offers commercial
opportunities. | can imagine that we will gradually
expand our plant-based product portfolio,
although FrieslandCampina will always be a dairy
company at its core. The demand for dairy will be

growing globally over the coming years and there
are plenty of opportunities for innovation. The
company now is making considerable
investments in this.

In the Netherlands, the year 2022 was
characterised by the intensive nitrogen debate.
What do you think of this, in retrospect?

| view this with mixed feelings. The company and
the cooperative work together on this dossier. but
we leave defending the individual interests of
member dairy farmers to themselves and to their
representatives. This separation between the
individual and the collective is desired and
supported by a majority of the members. But let
me say this: Remkes has done some great work
with his report. There is enough support among
dairy farmers to cooperate on an integrated
approach to the problem, to which nitrogen
emissions, climate and biodiversity, among other
things, are linked. A government that listens will
see that it is surrounded by dairy farmers who
contribute constructive ideas.

It cannot be said often enough: farmers are, first
and foremost, stewards of their lands. They aim
for continuity, and on this basis, manage their
farm and nature. The way farmers treat nature
can be improved and this is something they are
aware of. By adapting gradually, they have an
opportunity to incorporate this into their ways of
working and into their livelihood. By invoking
sudden measures that are too rigorous, you put
them in an untenable position.’
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It cannot be said often
enough: farmers are, first
and foremost, stewards of
their lands”
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In 2022, the milk price reached a historically high
level. Members must be very satisfied with this.
This applies to only a part of the members and
the overall picture is mixed. Not everyone was
able to benefit from the rising prices, because
costs also increased significantly. At the same
time, the high milk price represented a significant
challenge for the company. We have every reason
to be proud that the company managed to pass
on the higher milk price in 2022 to part of our
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The film, A New Day, gives
young dairy farmers a voice
and that has inspired many
people, within the sector and
beyond, to give this some
positive thought”

customers. That this can cause margins to come
under pressure and that as a member of the
cooperative you may not receive the
supplementary cash payment that you had
expected, is generally understood.

On 30 September, Dutch national TV ran the
premiere of the film, A New Day, a tribute to the
dairy farmers that have made FrieslandCampina
what it is today.

The film, in a probing way, shows how a new
generation of dairy farmers with passion and
resolve works on a sustainable future and adjusts
itself to a rapidly changing world. It demonstrates
that dairy farmers are aware of the situation in
which we currently find ourselves and what is
needed to provide this planet and, therefore,

their children with a future. They aim to pass on
a healthy, strong, sustainable and modern farm
to the next generation. A New Day gives young
dairy farmers a voice and that has inspired many
people, within the sector and beyond, to give this
some positive thought. It struck a chord among
members during the meetings in which we
showed the film.

In closing, | would like to thank all member dairy
farmers and company employees for their
collective efforts in 2022. They give me
confidence for a successful future for the
FrieslandCampina cooperative and company.
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Developments and results 2022

Historically high
performance price for
member farmers and
positive progress on
sustainability agenda
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Solid results for FrieslandCampina in a dynamic year

Revenue rose by 22.4 percent to 14.1 billion
euros, primarily driven by price increases due
to higher commodity dairy quotations and
other cost increases. The consumer dairy
business was unable to fully pass on the high
cost increases to customers.

Operating profit rose by 32.7 percent to
471 million euros. Adjusted for currency
translation effects and other operating
expenses and income, operating profit rose
by 94.5 percent to 712 million euros.

Profit increased by 69.8 percent to 292 million
euros.

At 293 million euros, the operating cash flow
was at a low level due to higher stock and
accounts receivable positions resulting from
high milk prices and inflation.

Other operating expenses and income
amounted to -260 million euros, primarily for
restructurings, disposals and the increased
costs for converting foreign currencies in
Nigeria.

Performance price for member dairy farmers
increased by 47.2 percent to 58.69 euros

per 100 kilos of supplied milk, including a
supplementary cash payment of 0.90 euro
per 100 kilos of milk.

Climate plan published with SBTi validated
2030 targets that are in line with the Paris
climate goals.

Total reported greenhouse gas emissions
from the milk production on member dairy
farms and from milk processing and
transporting, decreased by 2.7 percent to
11,472 kt CO, equivalents.

Various pilots were initiated, including on
livestock feed and circular barn systems,
to enable further greenhouse gas reduction
in the future.
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Key figures 2022

2022 2021

We nourish millions of people

Product composition 72 71
(percentage of the total volume of consumer products sold

that complies with the FrieslandCampina Global Nutritional

Standards Next Level)

Balanced product range 74 73
(basic food products sold as a percentage of the total

volume of consumer products sold)

Product composition: Affordable Nutrition 6 5
(percentage of the total volume of Affordable Nutrition

consumer products sold in Indonesia, Vietnam, the

Philippines, Pakistan, Nigeria and Ivory Coast that

complies with the FrieslandCampina Affordable Nutritional

Standards)

Share of Affordable Nutrition 1 12
(total volume of Affordable Nutrition consumer products

sold as a percentage of the total volume of consumer

products sold in Indonesia, Vietnam, the Philippines,

Pakistan, Nigeria and Ivory Coast)

1 Achange in the sales volume of products that comply with the FrieslandCampina Global Nutritional Standards Next
Level, had a positive effect on the 2022 percentage.

2 Starting in 2022, we are in principle calculating the greenhouse gases emitted at member dairy farms on the basis of
all Dutch member dairy farms, instead of calculating these emissions on the basis of an analysis of a representative
group of member dairy farms. The reported 2021 greenhouse emissions were recalculated on this basis.

3 Some of the range (20%) is out of scope. This includes items without packaging and bulk, co-packers, joint ventures
and packaging with a sales volume <1000 kg.

4 Anincrease in the sales volume of packaging ready for recycling compared to packaging not ready for recycling and
the sale of Russian subsidiary Campina LLC had a positive effect on the 2022 percentage.

5 In 2022, the traceability of soy was removed from the scope, due to the sale of FrieslandCampina’s Nutrifeed animal
feed operations in July 2021.

6 Buffer capital is the equity and non-controlling interests attributable to the shareholder.

7 The net debt shown here is in accordance with the covenant’s guidelines and concerns current and non-current
interest-bearing borrowings (excluding lease commitments), receivables from and payables to Zuivelcodperatie
FrieslandCampina U.A. less the cash and cash equivalents at the company's free disposal.

8 Dairy farmers applying pasture grazing receive a 1.50 euro meadow milk premium per 100 kilos of milk for 2022. Of this

an amount of 1.00 euro per 100 kilos of meadow milk is paid from the company’s operating profit. On average, on all
FrieslandCampina member milk, this amounts to 0.66 euro per 100 kilos of milk. Furthermore, another 0.50 euro per

100 kilos of meadow milk is paid out pursuant to cooperative schemes. To finance this amount, 0.35 euro per 100 kilos

of milk is withheld from all milk. This also pays for the partial pasture grazing premium. On average, on all
FrieslandCampina member milk, the Foqus planet contribution amounted to 0.25 euro per 100 kilos of milk.

9 Special supplements concern the total amount of payments per 100 kilos of milk of Landliebe, VLOG and the On the
way to PlanetProof, and the difference between the guaranteed price paid for organic milk and the guaranteed price
paid. On average, on all FrieslandCampina member milk, this amounts to 0.33 euro per 100 kilos of milk.

10 This figure is expected to decrease in 2023, due to a decline in the number of supplying dairy farmers in Vietnam and
the termination of the Women Empowerment programme in Indonesia.
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We nourish a better planet

Greenhouse gas emissions on member
dairy farms

(in kton CO,-equivalent)

Greenhouse gas emissions from production
and transport

(in kton CO,-equivalent)

Use of green electricity

(percentage of total electricity consumed at production
facilities)

Green electricity consumption from own chain
(percentage; produced by member dairy farmers and
others)

Energy consumption

(GJ/tonne product)

Water consumption

(m3/tonne end-product)

Pasture grazing

(percentage of total number of member dairy farms in
the Netherlands applying a form of pasture grazing)
Recyclable packaging®

(percentage)

Sustainable sourcing agricultural raw materials
(percentage of total volume of raw materials)
Traceability to source

(palm oil, pulp and paper, and cocoa)

2022 2021 A%
10,823 11,0992 -2.5
649 691 -6.1
100 100
53 50
2.72 2.79 -2.5
4.72 4.85 -2.7
83.8 83.9
914 90
100 100
945 94
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We nourish growth and change

Millions of euros, unless stated otherwise

Results

Revenue

Revenue before currency translation effects
Operating profit

Operating profit before currency translation
effects

Net profit

Profit before currency translation effects
Operating profit as a percentage of revenue

Balance sheet

Balance sheet total

Equity directly attributable to capital providers
Equity as a percentage of balance sheet total
Buffer capital as a percentage of balance
sheet total®

Net debt”

Cash flow

Net cash flow from operating activities
Net cash flow used in investment activities
Net cash flow from financing activities

Investments

2022 2021 A%
14,076 11,501 22.4
13,810 11,501 201

471 355 32.7
452 355 27.3
292 172 69.8
280 172 62.8
3.3 31
10,037 9,056 10.8

3,841 3,635 5.7

38.3 401

23.2 17.0

888 700 26.9
293 594 -50.7
-570 -302 -88.7
174 -152 214.5
474 376 261
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Value creation for member dairy farmers
(in euros per 100 kilos of milk, exclusive of VAT,

at 3.57% protein, 4.42% fat and 4.53% lactose)
Guaranteed price

Supplementary cash payment

Meadow milk premium and Foqus planet
premium?

Special supplements®

Milk price

Interest on member bonds

Addition to retained earnings
Performance price

Member dairy farmers

Number of member dairy farms at year-end
Number of member dairy farmers at year-end
Milk supplied by member dairy farmers
(millions of kilos)

Total compensation paid to member dairy
farmers (millions of euros)

People

Dairy Development

(Number of local dairy farmers in Dairy Development
countries participating in a training programme?'?)
Percentage of women in management
positions

Accident ratio

(number of accidents per 200,000 hours worked)

2022 2021 A%
5521  37.84 45.9
0.90 014
0.91 0.91
0.33 0.34
5735  39.23 46.2
0.31 0.44
1.03 0.21
5869  39.88 47.2
9,927 10,564 -6.0
15137 15,703 -3.6
9,502 9,745 -2.5
5423 3,835 41.4
2022 2021 A%
70,01 70,385 -0.4
27.9 25.6
0.38 0.39
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How we create value

FrieslandCampina is aiming for long-term value creation.
Our member dairy farmers and employees create value for
consumers and clients. This way, they provide for
excellent, affordable nutrition and a sustainable liveable
planet.

Businessmodel

Input
Human Nourishing

millions of people
Intellectual

Nourishing
Natural a better planet
Financial Nourishirﬁ d

growth an
Products change

Our Plan on a Can
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FrieslandCampina supplies:

Safe and high-quality nutrition to millions
of people

balanced, accessible and affordable

... limit impact within the chain,

sustainable from grass to glass

... reinforce the earning capacity

of member dairy farmers,
training, Foqus planet, Dairy Development

... continue to invest and innovate,

research & development, sustainability pilots, monitoring

... and for our employees,
diverse and inclusive, personal (talent) development, work/personal
life balance

... through means of responsible governance.

code of conduct, human rights, risk and crisis management
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Output 2022

Human
Women in management positions

Diversity and inclusion

Employee commitment

Local dairy farmers trained (Dairy Development)

Intellectual

Investment in R&D
New patents
Scientific publications
Sustainability pilots

Natural

Greenhouse gas emissions — Scope 1 and Scope 2
Greenhouse gas emissions — Scope 3 - member milk
Water consumption

Active nature management by member dairy

This is how
FrieslandCampina
has impacted lives

Nourishing...

... millions of people

1 NO IERO
POVERTY HUNGER

il &

GOODHEALTH 17 PARTNERSHIPS
AND WELL-BEING FORTHE GOALS

W @

We contribute to providing healthy and
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... growth and change

IERO DECENT WORK AND 12 RESPONSIBLE 17 PARTNERSHIPS
HUNGER ECONOMIC GROWTH FORTHE GOALS

V> b 4 4 4

CONSUMPTION
farmers affordable nutrition for everyone: from ((( /\/ Ml

infants to seniors. By increasing the ' ‘.' m @

Recyclable packagin
v & Sl availability and affordability of nutritious
We pay a leading milk price and thus contribute to the

Traceability to source food, we aim to have a positive impact on

the lives of consumers who have less

> >

Financial i i inui
RS ) CESEmiEl Femel |nc9me .Of member ('jalry farm'ers and the contlnu@y.c?f

Milk price their dairy farms. With our Dairy Development activities,
we support tens of thousands of local farmers

Revenue throughout the world each year and, together, work on

Profit building sustainable dairy chains to enable them to
improve their living standard.

Products

Product composition

Product composition of Affordable Nutrition
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In dialogue with stakeholders

As a cooperative, FrieslandCampina knows
that success begins with cooperation. We
maintain active contact with many parties
within and beyond the dairy chain (see
‘Appendix: Stakeholders’ Dialogue’) and
believe in listening, informing and meeting
each other. This enables us to identify the
expectations of stakeholders regarding
FrieslandCampina’s actions and to stay
abreast of relevant, current developments.

Whenever possible, we involve our
stakeholders in the development of policies,
for example on sustainability, biodiversity
and healthy nutrition, and consult them on
establishing the topics we need to report
on annually (see ‘Material themes’). These
stakeholders are identified on the basis of
their influence on FrieslandCampina and,

in reverse, the degree to which
FrieslandCampina influences them.

From grass ...

Top 5 material themes

‘& W %

Greenhouse gas
emissions at farms

&

Sustainable innovation Animal health and
welfare

Nature and
biodiversity

Healthy products
with nutritional
value
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Material themes

To give direction to our strategy and areas of
focus, FrieslandCampina conducts an assessment
every two years to determine the relevant topics
for action. These are the ‘material topics’.

In 2022, the materiality analysis (2021) was
updated, with due consideration to external
developments, such as the increased focus on
emissions and biodiversity. From the update it is
clear that the relevant and significant themes have
not changed in comparison to 2021. For example,
greenhouse gas emissions on farms continues to
be the most important theme, followed by nature
and biodiversity, healthy products with nutritional
value, sustainable innovation, and animal health
and welfare (see Appendix on page 258 for the
complete set of priorities). These material topics
form the basis of FrieslandCampina’s integrated
strategy and the topics addressed in this Annual
Report. In 2023, we will once again carry out an
elaborate materiality analysis in accordance with
the CSRD and GRI standards.

... to glass



O Report of the Executive Board Annual Report Royal FrieslandCampina N.V. 2022 | 26

Our Plan on a Can

Our Purpose,
Our Plan

Personal « Win with nutrition

« Serve the 24/7 consumer and
customer, anytime and anywhere

» Nourishing a better planet

« Elevate our essentials

WIN-WIN

e Purpose-driven

o« Commercially obsessed

» Owner’s mindset
Strategy and

FrieslandCampina provides millions of people all structure

over the world with dairy products that are rich in 1

valuable nutrients from milk. Our strategic - g q )
framework, Our Plan on a Can, demonstrates Frlesla:ndpamplna.
anourishing company

what FrieslandCampina stands for, what we do .
and how we work together on this. : ! FrieslandCampina is a leading,
future-proof nutrition company with
| a strong core in dairy, that nourishes
On the basis of this common starting point, the e k the world and ensures a good living
business groups and operating companies develop for farmers.
their own action plans, while our employees subse-
quently formulate their personal objectives. This
way, all elements fit together effectively. o
Vision _
Our Plan on a Can. V\OMV'\ShIV]q ‘0\1 Vlc\twe
« Better nutrition for the world
» A good living for our farmers

« Now and for generations to come

Purpose

Compass, Safety, Quality and Cybersecurity
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We nourish millions
of people

FrieslandCampina contributes to healthy
and affordable nutrition for everyone: from
infants to seniors. By improving the
availability and affordability of nutritious
food, we aim to have a positive impact on the
lives of consumers who have less access to
essential food.
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€C

It feels great to be working for a company that goes that
extra mile to provide affordable and good quality nutrition
to people across the world”

Petra Dekker,
' Corporate Manager Nutrition & Health

Key figures 2022

Il A,
72% 74/26%

6% 1%
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Better nutrition

Product composition

72 percent of consumer products (of the total
volume sold) complied with the FrieslandCampina
Global Nutritional Standards (GNS) Next Level
(2025 target: 74 percent). These are nutritional
criteria for maintaining the natural ingredients
in milk and reducing calories, fat, sugar and salt
in all our products. The criteria for trans-fat,
saturated fat, added sugar and salt are derived
from Choices International, and were developed
by independent scientists.

Balanced product range

74 percent (2021: 73) of the product range
consists of ‘basic nutritional products for daily
consumption’ and 26 percent (2021: 27) consists
of ‘self-indulgent products for occasional
consumption’ (on the basis of sales volume).
The objective is a proportion of at least

70 percent basic nutrition and a maximum

of 30 percent self-indulgent products.

Affordable and available

Eleven percent of consumer products (of the
total volume sold) was affordable for population
groups with low incomes (2025 target:

15 percent). FrieslandCampina ensures that

by providing the right quality and quantity of
proteins, minerals and vitamins, these products
contain the ingredients necessary to combat
malnutrition. The company aims to have half of
the volume of affordable food products sold in
low-income countries meet the Affordable
Nutrition Standards by 2025. In 2022, this was
six percent. We offer affordable nutritional food
products in low-income countries, such as
Indonesia, Vietnam, the Philippines, Pakistan,
Nigeria and lvory Coast.

|
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OUR STRONG BRANDS

OLPERS

Olper’s

« Pakistan
« Milk for a nutritious start of the day

€ € Every great day needs
a nutritious start

Milk is widely consumed in Pakistan,
mainly for breakfast. Since 2006, Olper’s
has been providing families in Pakistan
with high quality products such as full
cream milk, low fat milk, full cream milk
powder and dairy cream.

In 2022, Olper's cheese was launched,

in three variants: cheddar slices, cheddar
blocks and mozzarella blocks. Now
Pakistani families can enjoy the quality
and taste of Olper's in the morning in
even more ways.

N p
NDEX

Appreciation for responsible '3

nutrition

Thanks to nutrition initiatives in different countries, FrieslandCampina is one of the
top performing companies worldwide in terms of supplying responsible nutrition.

In 2021, the company was in third place on the global Access to Nutrition Index (ATNI).
This index is prepared every two years by ATNI, an independent, non-profit
organisation.



https://accesstonutrition.org/
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Large-scale nutrition and health survey in
Southeast Asia

In 2022, FrieslandCampina completed a large-
scale survey on nutrition in Southeast Asia: the

Southeast Asian Nutrition Survey Il (SEANUTS II).

Data was collected on the nutrition, health and
lifestyle of almost 14,000 children in Thailand,
Malaysia, Indonesia and Vietnam, ranging in age
from six months up to and including 12 years.

Proper nutrition plays a crucial role in supporting
the growth and development of children. This
research project provides FrieslandCampina with
insight into the (local) need for nutritional
ingredients. We work together with leading
universities and knowledge institutes in the
region for this purpose. The results were
announced in June 2022 (see below).
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Read more about ‘Better nutrition’:

( Responsible marketing @ )

(Information about nutrition and exercise @ )

( Our Global Nutritional Standards @ )

Stunting’

In children younger than five years of age
Stunting (impairment of growth) is a
primary manifestation of malnutrition

and is especially prevalent in young
children. Children with stunting are at

risk of poor development, poor school
performance and reduced intellectual
capacity.

1/3.5 1/7 1/10 116

Indonesia  Malaysia Vietnam Thailand

ff.)

Overweight and obesity’

In children 7-12 years old

Childhood obesity is associated with
higher chances of obesity in later life.
Being overweight or obese is a risk
factor for developing non-
communicable diseases, such as
cardiovascular diseases and diabetes.

»

30-32% 15%

The majority of all children in the four
countries did not meet the Estimated
Average Requirement for calcium and
vitamin D. Calcium and vitamin D are
important for the growth and
development of bones. In addition,
vitamin D is an important nutrient for
supporting the functioning of the
immune system.

Percentage of children
aged 7-12 years being
overweight or obese in
Malaysia, Thailand and
Vietnam

1 Results are representative for Peninsular Malaysia and for Indonesia for Java and Sumatra.

Percentage of children
aged 7-12 years being
overweight or obese in
Indonesia.

Percentage of children
aged 0.5-12 years not
meeting the average
needs for calcium.

Percentage of children
aged 0.5-12 years not
meeting the average
needs for vitamin D.

2 Results are based on 24-hour recall.

O

Anaemia’

In children younger than four years of age
Study results show that >24% of children
younger than four years have anaemia.
Anaemia is a condition where the blood

has reduced ability to carry oxygen

within the body. Anaemia can impact
children’s cognitive development,

physical growth and immunity.

40% 40%

] I

Indonesia  Malaysia Vietnam Thailand

24%



https://www.frieslandcampina.com/sustainability/better-nutrition/responsible-communications/
https://www.frieslandcampina.com/sustainability/better-nutrition/lifestyle-education/
https://www.frieslandcampina.com/sustainability/better-nutrition/better-products/
https://www.frieslandcampina.com/nutrition/innovation/seanuts/

D Report of the Executive Board

Innovation

It is because of innovation that we are able
to optimally exploit the nutritional value of
milk, continuously anticipate the needs of
customers and consumers, keep improving
our products and make them more
sustainable.

In 2022, to continue to be able to innovate,
FrieslandCampina invested approximately

93 million euros in research & development.

That year, FrieslandCampina published 142
scientific publications and 23 international
patent applications were submitted in its
name.
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Key product innovations:

Vana-Sana™
DHA & ARA

Ingredient for infant nutrition with
high-quality fatty acid ingredients

Biotis® GOS-OP
High Purity

Prebiotic with a high galacto-
oligosaccharide concentration

Friso Natura

New infant nutrition line F ri esc h e VI ag
in th i g t o
in the super premium segmen Barista Haver

Plant-based oatmeal beverage

Friso goat
First goat milk-based infant
nutrition under the Friso brand

Valess

Crispy chicken style
burger meat substitute

Debic Vegan-top
A perfect plant-based whipped
cream alternative

?
Olper’s kaas
First cheese to be introduced
in Pakistan under the Olper’s brand

Chocomel
plant-based

Plant-based (cashew and
pea-based) Chocomel

Debic cream cheese

High-quality cream cheese for
professionals in the food service market
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We nourish a better planet

The growing world population demands increasingly more high-quality nutrition.
FrieslandCampina provides essential nutrients to millions of people. In the meantime,
current production methods are putting pressure on soil and nature. Supplying
excellent nutrition can and must be in balance with the best possible care for the
planet. This constantly requires a balance to be struck between long-term
sustainability objectives and short-term income.

Key Figures 2022

O@D@ ‘maa
649 ** 10,823 **

& 2=
91% Q94
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The Science Based Targets initiative (SBTi) classifies whether
the measures adopted by companies meet emission reduction
targets in accordance with the applicable climate science. In
June 2022, FrieslandCampina’s targets were validated by SBTi.
The report states:

SBTi’s Target Validation Team has classified the Scope 1 and 2
targets of your company and has found them to be in line with

a 1.5°C course of action. Royal FrieslandCampina is committed

to reducing the absolute emission of Scope 1 and 2 greenhouse
gases by 63 percent by 2030, in comparison to the 2015 baseline
year*. Royal FrieslandCampina also commits to reducing the
absolute emission of Scope 3 greenhouse gases by 37.5 percent
within the same period.*

* The target limit comprises land-based emissions and the removal of raw
materials for bio-energy.

€¢

FrieslandCampina is future focused and
this is reflected in how plans and
priorities are set. We aim to improve the
lives of coming generations”

Sanne Griffioen,
Director Farm Sustainability
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Our climate targets

‘On the way to climate-
neutral dairy’

The Paris Agreement includes agreements about
taking global measures to limit the planet’s
warming to less than 2 degrees Celsius and 7 |
preferably to less than 1.5 degree Celsius. A B Ll g | Scope 3
FrieslandCampina is committed to this goal and s o ok member milk**
has developed a reduction pathway, validated by
SBTi, for 2030.

Greenhouse gas emissions 2015-2030

-63% -33% -43%

This reduction pathway is set out in our climate plan How do we aim to achieve

'On the way to climate-neutral dairy' which was our climate objectives?
published in 2022: an elaboration of the climate

objectives of our sustainability programme Nourishing

a better planet. Thus we have a clear roadmap for Net-climate-neutral production for FrieslandCampina means that we:
realising a significant reduction in the emission of — Reduce the fossil CO, emissions for all scopes to zero by reducing
greenhouse gases throughout the entire chain by 2030 energy consumption and switching to renewable sources;

and achieving net-climate-neutral dairy by 2050. — Whenever possible, reduce other non-fossil emissions, such as

methane from cows, and compensate whatever we cannot reduce
through means of carbon capture and storage in soil and biomass,
for example.
Reducing and, where necessary, compensating emissions within our
own chain is a priority for us. Part of this approach is to increase the
remuneration paid to those member dairy farmers who reduce their
greenhouse gas footprint.

( Read the climate plan © )

1 Greenhouse gas emissions from our global milk production facilities and our milk transport in the Netherlands, Belgium and Germany.

2 Greenhouse gas emissions from milk production at member dairy farms.

3 Greenhouse gas emissions from purchased milk products and commodity dairy, packaging, selected raw materials and external production.
4 Reduction targets are currently set at >70% of Scope 3 emissions.


https://www.frieslandcampina.com/sustainability/the-climate-plan/
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Reduced greenhouse gas emissions

In 2022, greenhouse emissions from
production and transport (Scope 1 and Scope
2) decreased by 6.1 percent in comparison to
2021, to 649 kt CO, equivalent (2021: 691 kt).
The reduced emission of greenhouse gases is
aresult of various initiatives, such as
investments in new CO,-reducing processes,
anew reverse osmosis installation in
Lutjewinkel, the closure of powder dryers in
Dronrijp (2021) and Leeuwarden (2022), the
Netherlands, and the sale of powder
installations in Aalter, Belgium (2021).

Decreased production volumes and the lower
production of CO, intensive products, such as milk
powder, also contributed to a reduction in
greenhouse gas emissions. Further reductions in
emissions were hampered by the limited
availability of biofuels for production due to the
energy crisis.

The lower ‘Scope 3 — member milk’ emissions in
2022 are primarily due to lower milk volumes and
fewer changes in land use for cultivating protein-
rich animal feed (for example, soy). In addition,
there are ongoing pilots on a number of member
dairy farms with respect to feed additives that are
expected to contribute to reducing emissions (see
below). After certification, the achieved reductions
from these pilots will be included in the reported
KPI. For emission reductions on scope 3 targets -
validated by SBTi - other than reported scope 3
emissions from member milk, we are preparing to
obtain limited assurance in the first half of the year
2023 on 2022.

Frieslandcampina’s value chain

Production of milk on
member dairy farms

Raw Procured dairy Transportand  Packaging
materials, processing
production

and transport

Other raw materials

Transport to Retail and Customers Waste
customers B2B and and
consumers recycling
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Innovative feed
additive

In March 2022, FrieslandCampina, in
cooperation with DSM and Agrifirm, initiated a
large practical pilot to acquire practical
experience at the farm level with the livestock
feed additive, Bovaer, which significantly
lowers the methane emitted by cows; 158
member dairy farms are participating in this
project. This additive is fed to approximately
20,000 cows. The challenge remains that feed
additives must be in line with practices at
dairy farms and that they are valorised in the
market. After certification, the achieved
reductions from this pilot (7,634 tonnes CO,
equivalent) will be included in the reported
KPI.
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Improved monitoring

With effect from 2022, FrieslandCampina will
make use of the KringloopWijzer livestock life-
cycle calculation model developed and managed
by Wageningen University & Research, supported
by the Central Database KringloopWijzer, to
report greenhouse gas emissions from milk
production on member dairy farms in its Annual
Report. Instead of analysing the emissions of a
representative group of member dairy farms,
effective from 2022, we are in principle basing
our calculations on monitoring all Dutch member
dairy farms. This enables us to better monitor the
impact of implemented measures on the dairy
farming sector. The result of this adjustment is

that emissions in 2021 are actually nine percent
lower than reported in 2021. The key difference is
that the central database now includes the
calculated, actual footprint of the purchased
livestock feed for each dairy farm and that the
footprint of this purchased feed has been
reduced significantly because livestock feed
companies are switching to ingredients that do
not involve deforestation or for which
deforestation was halted a long time ago. For
more information about this methodology,
including statistical tests to check acceptability,
and an elaboration of the variances in results, see
‘Methodology and Results Report'.

Boost for mono-manure fermentation

Due to the combination of rising energy prices and member dairy farmers who would like to
make a contribution to lowering the environmental burden, interest in manure fermentation rose
in 2022. A mono-manure digester supplies green energy and reduces methane emissions from
manure by approximately 80 percent. In combination with manure stripping, the nitrogen
emitted by the overall farming operation (stable, manure storage and application of fertilisers)
is approximately cut in half. FrieslandCampina encourages member dairy farmers to make use
of mono-manure fermentation by informing them about the available options and by

paying them a respectable price for energy and greenhouse gas reduction.

In 2022, approximately 500 dairy farmers attended an open house on

mono-manure digesters. Member dairy farmers with specific plans for

mono-manure fermentation received 1,000 euros in support for

completing a feasibility study. This enabled 68 farms to apply for a

permit and grant. At the end of 2022, 41 member dairy farms were

operating a mono-manure digester and they collectively

produced over 10 million m3 biogas (2021: 8 million m2).
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Lower energy consumption

The relative energy consumption per tonne of
product by production facilities was 2.72 GJ/
tonne in 2022. As a result, relative energy
consumption dropped in comparison to 2021
(2.79 GJ/tonne). This drop is explained by the
introduction of energy efficiency measures and a
change in the volume mix. The total energy
consumption in 2022 amounted to 14,098 GJ
(2021: 15,118 GJ). The closure/sale of multiple
production facilities/departments (Thailand, the
Netherlands [Leeuwarden], China [Xiushui] and
Belgium [Aalter]) contributed to a structural
reduction in energy consumption. Eighty nine
percent of the purchased electricity of our
production facilities in the Netherlands is covered
by electricity generated by our own members;
globally this corresponds to 53 percent. In 2022,
another step was taken in valorising green energy
from our own chain. For example, the company
purchased almost 486,000 MWh in green
electricity certificates (2021: 475,000) from 1,194
member dairy farms (2021: 1,002).

Approximately 3,708 member dairy farmers
generated green electricity (2021: 3,400). Visit
www.frieslandcampinaopwek.nl to check out

current electricity generation figures for member
dairy farmers. In 2023, member dairy farmers
will also assess other renewable energy
initiatives, such as energy storage,
smart electricity use and efficiency,
and the use of hydrogen.

PRt Read more about energy consumption
and greenhouse gas emissions: (>
'-In.‘



https://www.frieslandcampina.com/sustainability/sustainability-on-the-farm/carbon-footprint/
http://www.frieslandcampinaopwek.nl
https://www.frieslandcampina.com/sustainability/better-climate/
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Campina e

FrieslandCampina aims to reduce water
consumption at its production facilities each year.
In addition, discharging treated residual water at
these facilities is a constant area of focus and part
of the monitoring process within
FrieslandCampina. Over the coming years,
government standards for discharging nitrogen,

« One of the biggest dairy brands in the Benelux countries

- Wide range of dairy products

phosphates and sulphates, for example, will be Result 2022
‘ ‘ Dairy iconin refined. FrieslandCampina is implementing i321'247'85
0 - I

measures to ensure that it continues to meet
statutory requirements in the future as well. To
identify the risks with respect to water
consumption in the chain, a water hotspot analysis
was conducted in 2022, which will be used as a
basis for determining the (chain) water strategy.
The environmental water risks of the locations
where we are situated have been analysed using
the water hotspot analysis. On this basis,
mitigating actions will be developed and rolled out
for each location over the coming years.

the Netherlands

(Read more about water consumption and wastewater 0)

‘ ‘ To identify the risks with
respect to water consumption
in the chain, a water hotspot

analysis was conducted
in 2022


https://www.frieslandcampina.com/sustainability/sustainability-in-the-supply-chain/water-and-waste/
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Increased biodiversity

FrieslandCampina helps member dairy
farmers cultivate biodiversity on and
around their dairy farms. A few years ago,
together with the World Wide Fund for
Nature (WWF Netherlands) and Rabobank,
we developed a Dairy Farm Biodiversity
Monitor that uses clear indicators to provide
insight into the impact of dairy farms on
biodiversity.

In 2022, FrieslandCampina, together with the
Sustainable Dairy Chain and external experts,
worked on developing an integrated biodiversity
impact score. The integrated score helps us to
define objectives in 2023 and to map out the
route towards achieving a net-positive effect by
2050. In 2023, to translate the integrated score

In 2022, 43 Dutch member dairy farmers, together with

the Aldi supermarket chain, initiated the Herb-rich

into objectives and to determine the route
towards achieving a net-positive effect, we will
investigate whether the integrated score meets
our quality standards and what we need to do to
optimise the score. In addition we are working
together with BoerenNatuur on a system to better
safeguard nature and landscape management on
dairy farms. In 2022, 83.7 percent of member
dairy farms registered active nature and
landscape management with FrieslandCampina
(2021: 81.1 percent). 1,995 member dairy farmers
were compensated for their biodiversity-related
efforts (2021: 1,018).
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Aside from promoting biodiversity on and
around member dairy farms, we also promote
nature preservation and development in the
production chain. This includes the fight
against deforestation. In July 2022, we
adopted a zero deforestation and conversion
policy.

At the end of 2021, FrieslandCampina,
together with Agrifirm, initiated a pilot project
that provides increased guarantees that the
soy used in animal feed comes from
deforestation-free regions. A framework was
developed for an independent, controlled and
physically closed deforestation-free soy
chain that can also be used by other parties.
In 2022, the first deforestation-free soy
shipments were delivered and the sourcing
protocol was published. Since the beginning
of the summer of 2022, Agrifirm has supplied
over 20,000 tonnes guaranteed
deforestation-free soy to FrieslandCampina
members.

Nitrogen

Grassland project. As part of this project, approximately
80 hectares of pasture were sown with a mix of various
types of grass and herbs (80 hectares corresponds to
the total area of all Aldi branches and distribution
centres in the Netherlands combined). Dairy farmers
receive compensation from Aldi for a period of five
years to maintain the herb-rich grassland. The
compensation equals one and a half times the costs
incurred.

FrieslandCampina is aware that the Netherlands
is running up against its ecological limits, and that
all sectors, including agriculture, must contribute
to solving this problem. It is important to quickly
arrive at a fair allocation among sectors and
develop an integrated approach for the
agricultural sector with future prospects and an
earnings model for farmers. Innovation must be a



https://biodiversiteitsmonitor.nl/
https://biodiversiteitsmonitor.nl/
https://www.frieslandcampina.com/news/first-guaranteed-deforestation-free-soy-for-feed-delivered
https://www.frieslandcampina.com/news/first-guaranteed-deforestation-free-soy-for-feed-delivered
https://www.frieslandcampina.com/news/agrifirm-publishes-procurement-protocol-for-guaranteed-deforestation-free-soy/
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In 2022

— FrieslandCampina initiated a pilot with Lely and Rabobank for the installation of 90 Lely
Sphere stabling systems at the member dairy farms. The objective is to reduce nitrogen
emissions from the stables of these dairy farmers by up to 70 percent.

— We took part in discussions with intermediary Johan Remkes in which we explained the
market prospects for sustainable development in the dairy sector.

— In a sector context, FrieslandCampina constantly supported the plan of the Coalition for
Future-proof Dairy Farming.

key component of the solution, together with
investments in a sustainable future and sufficient
land and development room for farms. In addition,
research must be conducted to determine to what
extent regenerative agriculture can be used on
dairy farms, by understanding which regenerative
practices contribute to greenhouse gas reduction
and biodiversity enhancement and to what extent,
and how they affect the business model for dairy
farms. Fair margins must be introduced
throughout the entire chain that make
sustainability affordable. This requires
commitments from the entire value chain. We are

It did this in close cooperation with Zuivelcodperatie FrieslandCampina U.A. and various
sector representatives.

Pollutant Release and Transfer Register (PRTR) - nitrogen emissions by NEC sector in Ktonnes

convinced that there is a future for dairy farming Substance by NEC EU Ceiling
in the Netherlands and believe in the crucial role sector 1990 1995 2000 2005 2010 2015 2020 2021* 2020-2029
of farmers in the production of our food supply. Ammonia (NH,)
Industry, energy and
Innovations, among other things concern refineries 4.6 4.4 31 3.0 23 2.0 23 2.4
adjustments to shed floors and changes to the Traffic 1.0 24 43 53 49 41 39 40
composition of animal feeds. As a participant in Consumers 3.8 39 40 4.0 41 41 42 6.6
the Coalition for Future-proof Dairy Farming, Trade/services/
FrieslandCampina, in the context of the Dutch government and
Dairy Association (NZ0O), devotes efforts in construction 0.6 0.6 0.5 0.6 0.6 0.6 0.6 3.0
support of these changes. In 2021, the coalition Agriculture 334.6 2063 160.7 1399 1215 118.2 13.4 105.2
presented a plan which would make it possible to Total 344.5 217.7 172.6 1527 1334 1289 1244 1211 132.9
achieve a 28 percent reduction in nitrogen
emissions by 2030. An amount of 1.3 billion euros Nitrogen oxides (NO,)
has been requested for the sector for this Industry, energy and
purpose to enable it to carry non-productive refineries 188.4 1427 101.6 923 659 555 42.0 42.6
investments. Traffic 3874 3323 2992 266.8 2204 1699 19.8 1211
Consumers 21.8 234 19.7 161 14.0 81 6.0 6.7
Trade/services/
government and
construction 12.2 121 1.8 7.6 7.3 4.6 34 3.6
* The provisional figures for 2021 were added in September 2022. Agriculture 87 10.3 7> 4 142 108 > >9
Totaal 618.5 520.8 441.8 394.2 321.7 249.0 176.7 179.8 216.9

Source: Central government, www.emissieregistratie.nl/data/

overzichtstabellen-lucht/national-emission-ceilings-nec
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Nitrogen measures and future prospects for member dairy farmers

FrieslandCampina believes that innovation can
make an important contribution to solving the
nitrogen issue. Technical measures, combined with
management measures, provide for a substantially
lower environmental burden at the farm level. This is
consistent with FrieslandCampina’s vision: a robust,
future-proof dairy sector that operates within Dutch
environmental guidelines. FrieslandCampina also
views this from a global perspective. Relatively
speaking, the environmental impact of the Dutch
dairy sector is many times lower than it is in other
countries. Furthermore, research shows that the
Dutch dairy sector has made a significant
contribution to reducing greenhouse gases
emissions at the farm level. Assuming the same
global level of milk production, decontaminating the
dairy sector in the Netherlands would result in an
increase in global emissions. However, this does not
take away the fact that we can and must realise a
significant reduction in emissions in the
Netherlands.

Technical innovations require considerable
investments at the farm level that do not always
generate payback via the market. Besides, the
outcome of innovations can vary. An innovation may
yield better results in one operating situation versus
another. In addition, some innovations are only
effective in reducing nitrogen, while there are more
environmental challenges that demand farmers to
invest resources. All this causes FrieslandCampina
to be confronted with two dilemmas.

The first is the issue of who should carry what
portion of the required investments. While the

producer has a certain level of responsibility,
nitrogen is also a social issue to which public
resources could be allocated. This raises the
question as to whether farmers can be required to
make such large investments themselves, while we
know that these investments will not be offset by
extra income from the market or society. Is the
farmer capable of carrying these extra costs?

And is the farmer responsible for this?

Second, we see that farms are confronted with
various challenges. In addition to nitrogen, there
also are CO, reduction-related challenges, for
example. A specific example of an investment that
results in a significant reduction in nitrogen
emissions is the installation of a Lely Sphere system,
a circular stabling system that separates solid
manure and urine, and reduces nitrogen emissions.
However, this system does not reduce CO, at the
same time. That would require a further investment
by the farmer.

FrieslandCampina aims to continue to provide
excellent nutrition produced with the lowest
possible environmental impact for the growing
world population. A key condition in this respect is
the prospects for our member dairy farmers.

Do nature and climate go hand-in-hand?

There are multiple forms of sustainable agriculture
focused on improving the interconnection between
agriculture, environmental quality and nature,
including life-cycle management-based agriculture,
nature-inclusive agriculture and organic agriculture.
These forms of agriculture are especially
characterised by the fact that they focus on a
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FrieslandCampina’s vision: a robust,
dairy sector that operates within
Dutch environmental guidelines

specific component, such as closing cycles,
strengthening nature management or reducing
inputs (purchased products, such as feed, energy
and fertiliser). Furthermore, they are also generally
focused on the field or farm level, regional level or
global level. Regenerative agriculture unites all of
these elements and levels of scale. This requires an
integrated and more holistic approach that ensures
that creating a sustainable climate also benefits
biodiversity, and animal health and animal welfare.
A Focus on carbon reduction, for example, is not
enough to achieve our integrated sustainability
targets. An increase in carbon sequestration at the
farm level without limiting methane emissions would
not be sufficient to tackle the impact on climate
change. Similarly, increased nature management at
the farm level, without deforestation-free livestock
feed, will not counteract the loss of biodiversity.
This is why it is of importance that a results-
oriented methodology, such as Foqus planet
Sustainable development, contains indicators

that measure all system levels. This way,
FrieslandCampina develops a framework for
monitoring regenerative results to be able to
contribute on a global scale to solving global
challenges, such as climate change and the loss

of biodiversity.
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More recyclable packaging

FrieslandCampina is developing a circular
and climate-neutral packaging portfolio. In a
circular packaging chain, new packaging is
made of recycled and/or renewable
materials.

The aim is that by 2025, at least 95 percent of our
packaging is designed such that it is suitable for
recycling or reuse. This also applies to plastic
packaging, 55 percent of which is suitable for
recycling or reuse. In addition, we are aiming for a
reduction in greenhouse gas emissions in
production, transport and processing after use.
Over the coming years, the greenhouse gas
emissions associated with packaging will also be
included in the Scope 3 reporting. In 2022, we
started to identify these emissions, to be able to
start implementing the right measures. In this
respect, due consideration must be given to
finding a balance between recyclability and
greenhouse gas emissions. In addition, we
encouraged better recycling chains and the
responsible use of materials in the production of
packaging. Since improved recycling does not
always go hand-in-hand with lower greenhouse
gas emissions and consumer acceptance, complex
choices had to be made.

Responsible use of materials

In 2022, we invested in a new PET line for the
Aalter production facility in Belgium. Up until now,
PET is one of the few plastics that can be recycled

(Read more about recycling (plastic) packaging 0)

into new food packaging on a large scale.

In addition, in 2022, we introduced more
sustainable beverage cartons. For example, for
Dutch Lady in Vietnam, we use unbleached
cardboard and plant-based plastics for these
cartons.

C View the video @ )

Towards better recycling chains with partners
In cooperation with partners, we invested in
improving packaging chains (collection,
separation and processing). Following a call by
PlasticPact NL to come up with alternatives to
plastic, we developed better recyclable plastic
trays (PET Tray). This makes the use of rPET
material in new food packaging possible.

The quality of recycling chains differs by country.
We work together with local partners to increase

quality. In countries where there is pollution,
because the recycling chains are not yet up to
par, we contribute to the collection of plastic
waste and help set up new recycling chains.
For example, our Alaska brand in the
Philippines earlier set up a

buyback system in which plastic

waste can be exchanged for milk @Eﬁ\
powder. In 2022, the construction %
of a new recycling plant was

started there, which will recycle 91%

the plastic collected by us into
building materials.

Recyclable packaging
2021: 90%
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Responsible use of materials

In 2022, we invested in a new PET line for the
Aalter production facility in Belgium. Up until
now, PET is one of the few plastics that can be
recycled into new food packaging on a large
scale. In addition, in 2022, we introduced more
sustainable beverage cartons. For example, for
Dutch Lady in Vietnam, we use unbleached
cardboard and plant-based plastics for these
cartons.



https://www.frieslandcampina.com/news/frieslandcampina-once-again-investing-in-sustainable-pet-line-for-production-facility-in-aalter/
https://www.frieslandcampina.com/sustainability/better-packaging/
https://www.youtube.com/watch?v=hevbNFVKQv8&t=42s
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Sustainable sourcing

Milk is the main component in most of the
products we produce within our dairy

company. Since the milk processed by =9
FrieslandCampina mainly originates from
the members of the cooperative, it falls
within our chain responsibility.

100«

(]
Sustainable

The sustainability standards we establish at the sourcing of
same time are the rules we must abide by. For the agricultural raw

materials

non-milk-related part of our supply chain, we aim 2021: 100%

for the sustainable and traceable sourcing of
agricultural raw materials.

The Coconut Alliance

FrieslandCampina, GiZ, Barry Callebaut,
Cargill, JDE Peet's, Nestlé, Procter &
Gamble and Unilever are collaborating
to create a sustainable supply and
improved traceability of coconuts from
the Philippines. In this context,
approximately 10,000 local farmers are
trained to produce sustainable
coconuts and coconut oil.

Z)

Q4.

Raw materials
traceable to
source

2021: 94%
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OUR STRONG BRANDS

Frisian Flag
Indonesia

« Since 1922

» Milk products for every stage of life:
ready-to-drink, powdered, evaporated
and sweetened-condensed milk

Frisian Flag has been available in
Indonesia since 1922. The sweet
condensed milk is better known as
Susu Bendera, meaning 'milk flag'".

Even after 100 years, Frisian Flag
continues to innovate for better nutrition
in Indonesian families. It is also expanding
into the foodservice market. The new
product launch of Omela Foaming Milk
Professional in 2022 is a great

example. The product supports
small and medium
enterprises in the coffee
industry and responds
to the affordability and
better taste and
texture needs.


https://www.frieslandcampina.com/news/launch-of-coconut-industrys-first-global-sustainability-charter/
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Solely certified raw materials

In developing products, we make use of various
raw materials, such as cocoa, palm oil, and cane
and beet sugar. In 2022, these raw materials were
all procured from sustainably managed sources,
with globally recognised certificates that comply
with sustainability standards or for which a plan
for sustainable development has been prepared
in cooperation with suppliers.

Since 2020, we have been tracing various
materials, such as palm oil, pulp, paper and
cocoa, back to source. In 2022, the traceability of
soy was removed from the scope, due to the sale
of FrieslandCampina’s Nutrifeed animal feed
operations in July 2021. As the supply chains in
the agricultural sector are dynamic, we must
acquire better insight into the origin of these raw
materials in order to be able to combat
deforestation and forced labour, for example.

To this end, we have partnered with Agrifirm in
the area of deforestation-free soy, which is
purchased by member dairy farmers for cattle
feed.

Certificering

In many cases, we adhere to the guidelines
of the following institutes/quality labels:

(Read more about Palm oil, RSPO ° )

( Read more about Soy, RTRS ° )

(Read more about Cardboard, FSC/PEFC @ )

(Read more about Cocoa, Rainforest Alliance @ )

Better insight into the sourcing chain

We must continue to assume our responsibility

in the supply chain. In October 2022, critical
questions by an NGO about human rights
violations by a palm oil producer motivated us to
conduct further investigation. On the basis of the
findings, we asked our supplier to no longer
source materials from this producer.

( Read more about sustainable sourcing @ )

Dutch Initiative on Sustainable Cocoa

FrieslandCampina participates in the Dutch Initiative on Sustainable Cocoa. This is a
public-private partnership focused on improving the living conditions of current and future
cocoa farmers and their families, for example by combating deforestation and by supporting

them in earning a liveable income.
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OUR STRONG BRANDS

T

Friso

« Since the 1970s

« A leading global infant nutrition brand

€€ premium quality
from grass to glass

Since the 70s, Friso has been a trusted
brand of infant nutrition for many
families with young children. It's with
premium quality and therefore very
popular among parents in Asia. With
more than 150 years of Dutch dairy
expertise, Friso has the knowledge to
determine what is important for young
children.



https://www.frieslandcampina.com/news/first-guaranteed-deforestation-free-soy-for-feed-delivered/
https://rspo.org/as-an-organisation/certification/supply-chains/
https://responsiblesoy.org/
https://sustainableforestproducts.org/node/90
https://www.rainforest-alliance.org/
https://www.frieslandcampina.com/sustainability/better-sourcing/
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Insight into the health and welfare of cows

Animal health and welfare is monitored and
safeguarded by means of the quality and
sustainability programme for member dairy
farmers: Foqus planet (see page 57).

With the help of various means, such as
monitoring systems, member dairy farmers are
able to continuously improve the health and
welfare of their cows. CowCompass, which is part
of CowMonitor, enables certified veterinarians to
identify potential risks to the health and welfare
of cows. This is consistent with Welfare Quality®,
the EU standard for animal health and welfare.
Antibiotics are only used when this is essential.
For years, the independent Netherlands
Veterinary Medicines Authority (SDa) has
observed a strong decrease in the use of
antibiotics on our member dairy farms. The

use of antibiotics currently is at a stable, low

and acceptable level.

Pasture grazing high
and stable

In 2022, 83.8 percent (2021: 83.9 percent)
of member dairy farms in the Netherlands
practised pasture grazing. This is once
again higher than the 81 percent sector
target and is virtually stable in comparison
to 2021. Effective from 2023,
FrieslandCampina will be adjusting the
remuneration: more funds will be made
available for sustainability on the farm.
This will be partly financed by a somewhat
lower remuneration for pasture grazing.
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83.8%

Pasture grazing
2021: 83.9

Read more about animal welfare:

( Sustainability on the farm - Pasture grazing @ )

( Foqus planet @ )



https://www.frieslandcampina.com/sustainability/sustainability-on-the-farm/meadow-grazing/
https://www.frieslandcampina.com/owned-by-farmers/foqus-planet/
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Debic

€ € Made for professional hands

Dairy is one of the fundamental components
of culinary masterpieces and therefore a key
99‘7 factor in the success of chefs and bakers.
© Since 1920, Debic has become a trusted
Participation of partner in dairy for professionals in the
member dairy farmers foodservice market. With cream, butter,
in KalfOK L
cream cheese, desserts and fillings from
Debic, professionals across Europe and
beyond make delicious creations of
outstanding quality.

As a sponsor of the Pastry

Cows live longer and improved calf rearing process i World Cup for almost 25 years,
On average, 48 days is how much longer the cows of our member dairy Debic gets inspired by top
farmers lived in 2022, as compared to 2021 or six years, two months and F . o % performances to optimise its
three days. In 2022, the cows at 81 percent of member dairy farms had an o 4 ) products and portfolio to the

average lifespan in excess of the 2018 average. In 2022, 99 percent (2021: , i needs of the professional.
99 percent) of member dairy farmers participated in KalfOK. This provides
them with insight into the quality of their young livestock rearing process.
Dairy farms with a high KalfOK score receive a premium.
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Sustainability in dialogue

FrieslandCampina understands that many
social sustainable development goals can
only be achieved by working together with
partners. This is why we are collaborating
with parties at home and abroad. Thisisan
important aspect of what we refer to as
‘cooperative sustainability’.

Several examples of partnerships:

Sustainable Agriculture Initiative
FrieslandCampina believes in the power of
cooperation in the area of sustainability. This is
why the company, together with Unilever, is
co-chair of the Sustainable Agriculture Initiative
(SAIl) Dairy Working Group. This Group consists of
leading buyers and processors that collectively
represent 30 to 40 percent of the dairy sector.
The working group launched the Sustainable
Dairy Partnership (SDP) standard in business-to-
business relationships, which, among other
things, standardises the evaluation of company
efforts in the area of sustainability.

In 2022, FrieslandCampina published an update
to the certified SDP report and attained one of
the highest sector scores. The company was also
closely involved in a number of key strategic
projects of the SAl Dairy Working Group, such as

the initiative to harmonise the methods used to
calculate the dairy sector’s carbon footprint,
finding ways of implementing deforestation and
conversion-free soy within the dairy chain, as well
as in a project concerning the sector-wide
harmonisation of standards for regenerative
agriculture. At the initiative of FrieslandCampina,
the Dairy Working Group visited a farm that
employs regenerative farming methods. Insights
into the transition of this farm to a nature
inclusive/regenerative form of agriculture were
shared with the rest of the sector.

Sustainable Dairy Chain

Within the Sustainable Dairy Chain,
FrieslandCampina works together with other dairy
companies and dairy farmers on making the
Dutch dairy sector sustainable. The Sustainable
Dairy Chain has formulated a number of themes
for 2030 for this purpose: earnings models,
climate and energy, animal health and welfare,
pasture grazing, biodiversity, dairy farming tied to
available land and safety at the farm. The targets
within these themes were established in
consultation with an advisory council with
representation from social and government
organisations, and other parties that frequently
work together with the dairy sector. The
Sustainable Dairy Chain undertakes proactive
initiatives to respond to different sustainability
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‘ ‘ Collaborating on a
future-proof dairy
chain

themes, in which a balanced and integrated
approach to goals and measures is key. This way,
the involved parties collaborate on a future-proof
dairy chain that produces high-quality nutrition
with respect for humans, animals and the
environment. In short, a sector that is valued.

Read more about sustainable
cooperation:

(Sustainable Dairy Chain @ )

( SAl Dairy Working Group @ )

( Sustainable Dairy Partnership standard €@ )



https://www.duurzamezuivelketen.nl/
https://www.duurzamezuivelketen.nl/
https://saiplatform.org/working-groups-committees/the-dairy-working-group/
https://dairysustainabilityframework.org/sustainable-dairy-partnership-sdp/about-sdp/
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We nourish growth and change

FrieslandCampina pays a leading milk price
and thus contributes to the livelihood of
member dairy farmers and the continuity of
their dairy farms. With our Dairy
Development activities, we support tens of
thousands of local farmers throughout the
world each year and, together with them,
work on building sustainable dairy chains
to enable them to improve their living
standard.

(4

Progress and transformation,
together, are the two guiding
principles that ensure that we
at FrieslandCampina are
geared to meet the future”

Martijn Truin,
Manager Corporate Finance

Revenue
2021: 11,501

(in miilion euros)

Operating profit
2021: 355

(in miilion euros)

Number of employees
2021: 22,961

(average number of FTESs)

Key figures 2022
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Performance price

2021: 39.88

(in euros per 100 kilos of milk, exclusive
VAT, at 3.57% protein, 4.42% fat and
4.53% lactose)

Number of members
2021: 15,703
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The dairy market in 2022

The global dairy market was rather
turbulent in 2022. In the first eight months
of the year, milk supply in the five most
important export regions (Europe, the
United States, New Zealand, Australiaand
Argentina) trailed the 2021 milk supply, in
part due to the cold weather and the high
cost of feed and fertilisers. At the same time,
the demand for dairy products considerably
increased, particularly in Europe and the
United States, due to the elimination of
corona lockdowns. This resulted in prices
rising to unprecedented heights.

Milk supply started to increase somewhat again in
September and international demand dropped
due to reduced consumer purchasing power
caused by very high inflation. This gradually
resulted in a surplus of milk that, in turn, caused
prices to decline.

Milk supply stable

Milk production lagged expectations due to
various factors. The Russian invasion of Ukraine
resulted in high price increases at dairy farms in
Europe due to rising prices for feed concentrates,
energy and fertilisers. Furthermore, the ongoing
debate about nitrogen and CO, reduction and
environmental measures created a great deal of
uncertainty among dairy farmers. Combined with
droughts in Europe and the United States, this
caused milk production to come under pressure.
From September, milk production picked up

somewhat. However, over 2022 as a whole, milk
supply in Europe barely rose.

Rising feed prices caused milk production in the
United States to drop in the first half of 2022.
Starting in July, there was a slight increase that
continued into the remainder of the year. In the
southern hemisphere, including New Zealand,
Australia and Argentina, dairy farmers were
confronted with extreme weather in the second
half of the year. There was too much precipitation
in New Zealand and Australia and extreme
drought in Argentina. Combined with higher
production costs this caused the annualised milk
supply to decline in New Zealand and Australia
and offset Argentina’s strong growth in the first
half of 2022, resulting in a stable annual
production volume. In Argentina, the milk supply
stabilised after strong growth in the first half of
2022.

China aims to become self-sufficient and is
devoting efforts to expanding its livestock herd.
Local milk production rose by about eight percent
in 2022. Accounting for approximately 13 percent
(2021: 13 percent) of the world trade in dairy
products, the country plays a decisive role in the
dairy market.

Demand for dairy products

The demand for dairy products was exceptionally
high in the first nine months of 2022 due to the
lifting of corona lockdowns in the West and the
consequential revival of the economy. Demand

declined at a rapid pace in the last quarter due to
high inflation. This was also the case in a number
of Southeast Asian countries where the demand
for imports significantly increased in the first half
of the year, but decreased once again after the
summer due to mounting inflation.

In China, the local demand for dairy products
barely increased due to lockdowns and
disappointing economic growth. Chinese import
decreased by an average of 26 percent in 2022.
As a result of these developments, a considerable
surplus of dairy products emerged on the world
market.

Price trends

The lagging milk supply and the strong increase
in demand in the first half of 2022 in Europe and
on the world market resulted in significant
increases in the price of virtually all commodity
dairy products. Due to a decrease in the demand
for commodity dairy products in the third quarter,
prices once again decreased at a rapid pace, as a
result of which they largely ended up below the
levels experienced at the beginning of January
2022.
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Fluctuating butter prices

As a result of the lagging milk supply in Europe
and poorly covered buyers, the price of butter
increased from 6,070 euros in January to 7,220
euros per tonne in September. Consequently,
demand decreased. Butter prices declined over
the course of the year to a level of 5,050 euros
per tonne in December.

Average dairy prices in 2022

Milk powder prices at a high level for a long period
of time

As a result of the faltering milk supply in Europe
and the high demand for skimmed milk powder,
prices rose from 3,450 euros per tonne in January
to 4,020 euros in June 2022. Starting in June, the
lagging demand caused prices to decline to
approximately 2,780 euros per tonne by
December. Global market prices for skimmed milk
powder exhibited the same trend.

(euros per tonne product)
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The market price per tonne of whole milk powder
also rose at the beginning of 2022, from 4,350
euros to 5,230 euros. After this, prices remained
stable for several months. Prices started to drop
at the end of June here as well, reaching a level of
3,970 euros per tonne by the end of 2022.

Other dairy prices also at a high level for a long
period of time

Approximately half of the milk produced in the
Netherlands is used for the production of cheese.
Due to a high demand and the wait-and-see
approach adopted by buyers, the price for basic
cheese also rose, increasing by 18 percent from
4,355 euros per tonne in January to 5,140 euros
in October. This was followed by a decline to
3,900 euros per tonne at the end of December.

Naturally matured Dutch Gouda cheese rose from
4,200 euros per tonne in January to 5,380 euros
in October, a price increase of 28 percent. After
this, prices only dropped slightly, to
approximately 5,260 euros per tonne.

In contrast to 2021, the Chinese import of whey
powder decreased significantly by approximately
35 percent in the first seven months of 2022. In
spite of this, whey powder prices rose from 1,220
euros per tonne in January to 1,465 euros in April
due to a strong increase in the production of
whey-based protein concentrates in the first few
months of the year. After this, whey powder
prices decreased to 820 euros per tonne in
December due to increased cheese production
and a lower demand for concentrates.



D Report of the Executive Board
Results by business group

FrieslandCampina Food & Beverage

Over the course of 2022, mounting inflation and high commodity dairy prices
caused Consumer Dairy volumes at Food & Beverage to be under pressure.
The consumer organisation failed to fully pass on the high cost increases to
customers in its home markets. Despite major challenges caused by floods in
Pakistan, there was solid growth in volume, revenue and profit. The share of
private labels in the Food & Beverage portfolio was further reduced, which
caused volumes to decrease and profitability to increase. Professional
achieved volume growth and a considerably improved financial result due to
higher commodity dairy prices, innovation and the expansion of its
distribution network for the Debic brand, as well as due to the increased sale
of Lattiz milk foam machines. Food & Beverage’s revenue increased by 21.1
percent to 9,608 million euros (2021: 7,935 million euros). The result, before
one-off costs, rose slightly. However, as a consequence of exceptional items,
primarily due to restructurings and the planned sale of part of the German
consumer activities, the operating profit decreased by 56.0 percent to 113
million euros (2021: 257 million euros).

Food & Beverage

9’608 421.1%
113 ¥ -56.0%

In millions of euros
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FrieslandCampina Specialised Nutrition

Specialised Nutrition produces and sells various types of infant nutrition. This
business group operates in various countries in Asia, Europe, Africa and South
America. Revenue increased by 17.8 percent to 1,279 million euros (2021:
1,086 million euros) and growth was primarily realised in China and Mexico
due to volume development, positive currency translation effects and an
improved mix resulting from an increase in the sale of premium infant nutrition
products. By expanding distribution to smaller Chinese cities, Friso Prestige
increased its market share. The operating profit rose by 134.6 percent to 190
million euros (2021: 81 million euros). Restructurings and the sale of the
production facility in Xiushui (China) resulted in one-off charges. Effective
from 2023, the business group focuses on the Friso infant nutrition brand in
five key markets: China, Vietnam, Malaysia, Greece and Mexico.

Revenue
2021: 1,086

Operating profit
2021: 81
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FrieslandCampina Ingredients

Ingredients benefited from the recovery of the infant and adult nutrition
markets. In addition to an increase in the sale of whey-based protein isolates,
prebiotics and lactoferrin, new products were also launched, including
BiotisTM GOS-OP Purity, a high-quality prebiotic ingredient with a high
galacto-oligosaccharide concentration that supports intestinal health. For the
infant nutrition market, the Vana-SanaTM product range was expanded to
include three new DHA and ARA ingredients (omega-3 fatty acid and
omega-6 polyunsaturated fatty acid, respectively), encased by the lactose
naturally occurring in milk. Revenue increased by 31.9 percent to 1,647 million
euros (2021: 1,249 million euros) and the operating profit rose by 93.6 percent
to 182 million euros (2021: 94 million euros). Restructurings of the production
network resulted in one-off expenses.

Revenue
2021: 1,249

Operating profit
2021: 94

In millions of euros
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FrieslandCampina Trading

The Trading business group fully focuses on optimally valorising
FrieslandCampina’s supply-driven products (cheese, butter, milk powder,
liquid flows) in the market and hedging the price risk of these productsin a
volatile dairy market. Commodity dairy prices were historically high in 2022,
peaking in the third quarter. Trading was able to significantly increase profit
margins on commodity dairy products by acting fast and effectively on these
market developments: price increases, adjusting milk allocations to target
products with the best valorisation, arbitration in the sourcing of milk powder,
and the use of financial instruments on the EEX and international dairy
exchanges. Revenue rose by 35.9 percent to 1,542 million euros in 2022 (2021:
1,135 million euros) and the operating profit rose to 109 million euros (2021:
-31 million euros).

Revenue
2021: 1,135

Operating profit
2021: -31
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Financial notes

Strong increase in revenue, operating profit

and profit

The business groups largely offset the
significantly higher costs of raw materials,
packaging and energy by means of price
increases. As a result, all business groups showed
significant revenue growth. However, high
inflation caused consumer dairy volumes and
margins to be under pressure, because it proved
impossible to fully pass on the tremendous cost
increases to customers.

As a result of lower profit margins and
restructuring costs, the operating profit of the
Food & Beverage business group decreased in
comparison to 2021. The Food & Beverage
Professional business improved its operating
profit considerably in 2022 due to the revival of
the market following the corona pandemic, higher
commodity dairy quotations, innovation, and the
expansion of its distribution network. In 2022, the
other business groups also benefited from market
recovery following the corona pandemic. The
operating profit of the Ingredients business group
increased due to the recovery of the infant and
adult nutrition markets. Specialised Nutrition
realised a good operating profit, primarily driven
by improved sales in China. Finally, Trading
benefited from historically high commodity dairy
quotations by quickly responding to changing
market developments.

FrieslandCampina’s revenue rose by 22.4 percent
to 14.1 billion euros in 2022 (2021: 11.5 billion
euros); adjusted for currency translation effects,
revenue rose by 20.1 percent to 13.8 billion euros.
The operating profit rose by 32.7 percent to 471
million euros (2021: 355 million euros). Without
currency translation effects and adjusted for
restructuring costs and other operating expenses
and income, the operating profit rose by 94.5
percent to 712 million euros (2021: 366 million
euros). Profit increased by 69.8 percent to 292
million euros (2021: 172 million euros).

FrieslandCampina invested 601 million euros in
advertising and promotions (2021: 504 million
euros). Sales and general administrative costs
increased by 71 million euros to 922 million euros
(2021: 851 million euros), primarily due to inflation
and currency translation effects.

Other operating expenses and income amounted
to -260 million euros (2021: -11 million euros) and
primarily covered adjustments to the production
network amounting to 176 million euros and a 63
million euro commitment relating to the increased
costs for converting foreign currencies in Nigeria.

Optimisation of the organisation

Several production facilities in the Netherlands,
Germany and Thailand were entirely or partially
closed down in order to further optimise the
production network. Significant investments
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were, however, made in new sustainable
production facilities: new packing lines for
recyclable PET bottles were installed in Aalter
(Belgium); and in the Netherlands, fresh daily
dairy production was expanded in Maasdam and
investments were made in lactoferrin production
capacity in Veghel. Furthermore, new production
facilities will be constructed in Indonesia and
Malaysia. These facilities are expected to become
operational over the coming years. The average
number of employees in 2022 declined to 21,715
(2021: 22,961), among other things, due to
restructurings.

Low operating cash flow

In 2022, high milk prices and inflation resulted in
higher stock valuations and account receivable
positions; mainly as a result of this, the operating
cash flow was significantly lower than in 2021.
The cash flow from operating activities amounted
to 293 million euros (2021: 594 million euros).

The outbound cashflow for investments and
acquisitions increased in 2022, primarily due to
investments in Indonesia and Malaysia, among
others. The outbound cash flow amounted to
-570 million euros (2021: -302 million euros),
including proceeds received from the disposal of
the production facility in Xiushui (China).
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The cash flow from financing activities amounted
to 174 million euros (2021: -152 million euros). This
is the balance of interest-bearing borrowings
drawn, dividends paid to member dairy farmers
and non-controlling interests, interest on member
bonds and the repayment of lease commitments.
The balance of cash and cash equivalents and
bank current accounts decreased from 505
million euros (year-end 2021) to 404 million euros
(year-end 2022).

Financial position

The net debt amounted to 888 million euros as of
31 December 2022. This represents a 188 million
euro increase in comparison to year-end 2021
(2021: 700 million euros). Buffer capital (equity
and non-controlling interests attributable to the
shareholder) rose due to the increased result and
a capital contribution of 617 million euros as of
January 2022 due to the issue of milk certificates
to member dairy farmers by the cooperative.

The buffer capital amounted to 2,332 million
euros (2021: 1,537 million euros) and, as a
percentage of the balance sheet total, increased
from 17.0 percent to 23.2 percent.

The equity directly attributable to capital
providers increased by 5.7 percent to over 3.8
billion euros (2021: 3.6 billion euros). This was
primarily due to the increased result. Solvency,
defined as the equity directly attributable to
capital providers as a percentage of the balance
sheet total, decreased to 38.3 percent (2021:
40.1 percent) due to a higher balance sheet total.

As of 31 December 2022, total equity, including
non-controlling interests, amounted to 4.2 billion
euros (year-end 2021: 4.0 billion euros). The
return on invested capital (operating profit
divided by the average invested capital, including
goodwill) amounted to 8.7 percent (2021: 6.7
percent).

Financing

On 1 January 2022, the renewed member
financing went into effect through the issue of
milk certificates by ZuivelcoGperatie
FrieslandCampina U.A. The core of the renewed
member financing consists of coupling an
important part of the members’ capital to the milk
supplied by members and a cooperative solution
for the future tradability of member bonds. This
reduces the skewed growth of contributed capital
—in part caused by the greying population — and
strengthens the company’s equity.
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Linking
sustainability and
financing

In oktober 2022 sloot FrieslandCampina
In October 2022, FrieslandCampina
negotiated a new continuous credit
facility for 1.25 billion euros for a period of
five years (plus two extension options of
364 days). This replaced the current one
billion euro credit facility.

The new facility is made available by a group
of 13 national and international banks. The
credit facility is linked to four performance
indicators relating to sustainability in
accordance with FrieslandCampina’s existing
climate, sustainability and nutritional
objectives. As such, the continuous credit
facility includes an adjustment to the interest
rates linked to achieving sustainable results.
Two performance indicators focus on reducing
Scope 1, 2 and 3 greenhouse gas emissions.
The other two focus on making packaging
recyclable and improving the composition of
FrieslandCampina’s products in accordance
with the FrieslandCampina Global Nutritional
Standards. With this new continuous credit
facility, FrieslandCampina links its
sustainability objectives even more tightly

to the company'’s financing.


https://www.frieslandcampina.com/news/frieslandcampina-refinances-revolving-credit-facility
https://www.frieslandcampina.com/news/frieslandcampina-refinances-revolving-credit-facility
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Profit appropriation

The 292 million euro consolidated profit in 2022
will be appropriated as follows: 29 million euros
for the interest payment to holders of member
bonds (2021: 42 million euros); 62 million euros to
non-controlling interests (2021: 78 million euros);
9 million euros for the holders of perpetual bonds
(2021: 9 million euros) and 9 million euros for the
provider of the cooperative loan (2021: 8 million
euros). The remaining profit, in the amount of
183 million euros (including the non-controlling
interests directly attributable to the shareholder,
Zuivelcooperatie FrieslandCampina U.A.), will be
added to the retained earnings (2021: 35 million
euros were added). The Executive Board
proposes to pay out 85 million euros in the form
of a supplementary cash payment.

Value creation for member dairy farmers*
FrieslandCampina realised a performance price
of 58.69 euros per 100 kilogrammes of milk for
its member dairy farmers, an increase of 47.2
percent compared to last year (2021: 39.88
euros). The FrieslandCampina performance price
consist of the FrieslandCampina milk price plus
interest on member bonds and retained earnings.

The FrieslandCampina milk price rose by 46.2
percent, from 39.23 euros to 57.35 euros per

100 kilogrammes of milk (2021). This includes the
FrieslandCampina guaranteed price, as well as
supplements for special milk flows, meadow milk,
and Foqus planet with on top a supplementary

* All amounts stated in this section are exclusive of VAT

Milk price and performance price

58.69

Performance price
2021: 39.88

earnings
2021: 0.21

Interest on

2021: 0.44

57.35

2021: 0.14

Milk price
2021: 39.23

Addition to retained
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In euros per 100 kilos of milk for
850,000 kilos of milk per year
(exclusive of VAT, at 3.57
percent protein, 4.42 percent fat
and 4.53 percent lactose).

member bonds

Supplementary
cash payment

Meadow milk premium
and Foqus planet premium

2021: 0.91

Special

supplements

2021: 0.34

Guaranteed price

2021: 37.84

cash payment of 0.90 euro per 100 kilos of milk
(2021: 0.14 euro) due to higher operating profit.

The FrieslandCampina guaranteed price, which
corresponds to the average yearly prices for raw
milk of reference farms in North-western Europe

rose by 45.9 percent to 55.21 euros (2021: 37.84
euros) per 100 kilos of supplied milk. The high
prices for raw milk resulted from the lower supply
of raw milk and the high demand for dairy
products following the corona pandemic.
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OUR STRONG BRANDS

Peak

« Focus on Nigeria

« Emerging in Ghana, Benin, Togo,
Cameroon and Gambia

€¢

Nourishing Nigeria with
quality dairy nutrition

For over 60 years, Nigerians have been
enjoying breakfast with Peak’s quality
dairy products, which taste as good as
they are nutritious.

The evaporated milk, powdered milk and
chocolate milk powder of Peak contain 28
vitamins and minerals, including vitamin
B1, B12 and iodine. In 2022, drinking
yoghurt was added to the
product range and it fits
perfectly among other
nutritious Peak products.

The guaranteed organic raw milk price was
59.69 euros per 100 kilos of milk (2021: 49.17
euros). The organic milk price increased by

22.3 percent to 61.84 euros per 100 kilos of milk
(2021: 50.56 euros).

The supply of member milk decreased by

2.5 percent from 9,745 million kilogrammes in
2021 to 9,502 million kilogrammes in 2022, mainly
caused by the decline in the number of member
dairy farms from 10,564 to 9,927. In spite of this,
the total compensation paid to member dairy
farmers for their supplied raw milk increased by
41.4 percent to 5,423 million euros (2021: 3,835
million euros).
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The total allocated interest on member bonds

in 2022 decreased to 29 million euros (2021:

42 million euros), primarily due to the lower
number of outstanding member bonds as a result
of the conversion to milk certificates. The interest
rate over the period 1 January to 31 May 2022
was 2.714 percent. The interest rate over the
period 1 June to 30 November 2022 was 3.182
percent, while the interest rate in the month of
December 2022 was 5.692 percent (the interest
rate on the six-month Euribor for December 2022
was 2.442 percent). The average interest paid on
member bonds per 100 kilos of member milk was
0.31 euro (2021: 0.44 euro).
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Foqus planet: higher remuneration for

sustainability

Foqus planet is FrieslandCampina’s quality
and sustainability programme for its
member dairy farmers. The ‘Sustainable
Development’ component consists of the
translation of FrieslandCampina’s
sustainability strategy to the farm level.

Under the Foqus planet Sustainable development
programme, member dairy farmers receive
financial premiums on the basis of their results in
the areas of climate, biodiversity, pasture grazing,
animal health and animal welfare. Members are
thus encouraged to make their farms more
sustainable in their own way.

In 2022, a new methodology for Foqus planet
Sustainable development was devised with
members that went into effect as of 2023. This
methodology makes more money available for

>

4 .

sustainability at the farm. In addition, members
will be provided with prior insight into what
certain sustainability results at the farm could
specifically yield financially. The new
methodology also makes it possible to emphasise
certain aspects of the sustainability approach for
a specific period. For example, attention currently
focuses on combating climate change (see
FrieslandCampina'’s climate plan). This is why,
starting in 2023, member dairy farmers will
receive higher compensation for sustainability
results achieved in the area of climate.

(Read more about Foqus planet @ )
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Dutch Lady (&g

« Started in 1963 in Malaysia

« Also available in Vietnam, Singapore,
Brunei, Hong Kong and Maldives

€¢

Dairy that appeals
to the taste buds

Since the start in 1963, Dutch Lady
developed into a strong brand that
offers an extensive range of quality
and delicious dairy products. From
milk powder and yoghurt drinks to
fresh milk and UHT. With such a tasty
range of dairy products for the
whole family, Dutch Lady
~ has won the hearts of
many.



https://www.frieslandcampina.com/owned-by-farmers/foqus-planet/
https://www.frieslandcampina.com/sustainability/the-climate-plan/
https://www.frieslandcampina.com/owned-by-farmers/foqus-planet/
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Quality, safety and cybersecurity

Quality and food safety with Foqus
FrieslandCampina uses its quality system Foqus
to guarantee safety and quality throughout the
entire chain, from livestock farming to
distribution. Thanks to Foqus, the company
complies with all relevant national and
international regulations and standards for food
quality and safety, such as FSSC 22000. This also
gave us direction in 2022 for strengthening our
food safety culture.

An ounce of prevention is worth a pound of cure

With ‘Vision Zero’, FrieslandCampina attempts to

reduce the number of safety-related accidents.

The long-term plan contains three key priorities:

— Reduce risks to the lowest possible
acceptable level

— Comply with all legislation pertaining to health,
safety and the environment

— Improve safe behaviour in all areas of our
organisation

Starting in mid-2020, the number of accidents
rose. This trend persisted in 2022 and the total
number of accidents* rose to 133 (2021: 122). The
total number of accidents per 200,000 hours
worked dropped slightly, from 0.39 to 0.38, in
2022. As aresult, the 0.35 target was not
achieved.

* Total number of accidents = 'number of accidents
resulting in sick leave' + 'number of accidents resulting
in work adjustment’ + ‘'number of accidents requiring
medical treatment'

Safety and safe behaviour also received much
attention in 2022. Management at 33 locations
was trained to effectively stimulate safe
behaviour at the workplace. In addition, a culture
scan has been completed at 23 locations to
determine how the safety culture can be
improved. Safety objectives were translated into
specific action plans, and the results were closely
monitored and adjusted, where necessary. This
approach will be further reinforced in the coming
year.

Awareness of the importance of cybersecurity

Information technology is crucial for the business

operations of dairy farmers, as well as the

company. This is why it is important to ensure

that the security of our computer systems is in

order and to make investments to protect them

against digital threats. In addition, it is of major

importance that employees are aware of potential

digital threats. In 2022, we launched a renewed

Cybersecurity Awareness Programme focused

on:

— Creating employee awareness and training

— Securing our digital infrastructure

— Protecting the reputation of our brands

— Developing security guidelines

— Cooperating with partners in the area of
cybersecurity

We encourage employees to take responsibility
for their role in keeping FrieslandCampina secure.
Aside from e-learnings, cyber hero awards and
phishing tests, we invited an ethical hacker to
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explain how he would attack a company such as
FrieslandCampina. It is our aim to robustly and
permanently anchor cybersecurity into the
company’s DNA.

Read more about quality,
safety and cybersecurity

(Quality assurance from grass to glass @ )

( Safety for everyone @ ) &
| ':‘_%'
g



https://www.frieslandcampina.com/about-us/quality-and-safety/
https://www.frieslandcampina.com/sustainability/society/responsible-working/
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Integrity, respectful and transparent

Everyone may be faced with difficult
choices and difficult situations during their
work at some point.

At times like this, our code of conduct, Compass,
provides guidelines for proper business
behaviour; this primarily concerns integrity, and
respectful and transparent actions. When a
FrieslandCampina employee, or a third party that
represents us, does not act in line with Compass,
Business Practices for Business Partners or laws
and regulations, everyone can report his/her
concern about this via the Speak Up procedure.

7
EQ — Number of reported Speak Up
incidents
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Conflicts of interest

® Prevention of fraud

® Safety with respect to food and people
Workplace respect

® Other

We encourage everyone to Speak Up when they
have questions or concerns about a possible
violation of Compass. This should ideally be part
of regular work dialogue and should begin with a
conversation with their (HR) manager. In case this
does not, or cannot resolve the issue, multiple
channels are available for employees to Speak Up
in confidence and without fear of retaliation.

The Speak Up channels include (local)
Management, Global Business Conduct and an
external Speak Up webservice, run by an
independent service provider. The Speak Up
webservice allows employees and other
stakeholders, to report their concerns
anonymously.

Responsibility for the implementation of
Compass and the Speak Up procedure lies with
management. Implementation is monitored by
the Integrity Committee. This committee consists
amongst others, of members of the Executive
Board and the Global Director Internal Audit.
The Integrity committee is informed bi-monthly
on high-impact Speak Up reports. The Director
Business Conduct facilitates and supports
FrieslandCampina management and employees
to embed responsible business conduct in their
daily work.
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Policy commitments that derive from Compass
and underlying policy documents have been
implemented into the Internal Control Framework.
Compass-related risks are assessed by means

of various risk assessments, like the Business
Conduct Risk Dialogue which is an integral part
of the Enterprise Risk Assessment.

FrieslandCampina wants to establish and
maintain fair and jointly challenging relationships
with reliable business partners who apply our
standards. To achieve this, we require our
business partners to comply with the provisions
of our Business Partner Code of Conduct.
FrieslandCampina monitors compliance in several
ways, including through automated sanction
screening.


https://www.frieslandcampina.com/speak-up/
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Responsible promotion of interests

In 2022, FrieslandCampina set out its
commitments about the responsible promotion

of interests in the FrieslandCampina Policy on
Responsible Advocacy. For us, lobbying is a
legitimate part of the political process, provided it
is carried out responsibly. It contributes to better
legislation, regulations and standards, increases
the commitment of stakeholders and serves the
general interest.

Artificial intelligence and ethical use of

personal information

In 2023, we will be developing guidelines
concerning the ethical use of personal
information and the use of personal information in
combination with artificial intelligence. This way,
we aim to prepare the organisation for a future in
which these topics will be playing an increasingly
bigger role.

Read more about good business behaviour:

(Compass for good business behaviour @ )

Increased involvement (ownership) of
managers in good business conduct
and increased general awareness

Development of a training course about
honest business practices (without
bribery and corruption) for business
partners

Better awareness and use of the
revised Speak Up procedure
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— In 2022, 1,325 new employees worldwide completed the
mandatory Compass e-learnings

— 7,007 employees completed a training course in
recognising the risk of human rights violations

— A new integrity workshop was developed for the
management teams of the four Business Groups

— Launch of a new version of the Compass workshop in
two foreign branches

— TuesdayChooseday campaign in which employees were
presented with dilemmas about good business behaviour
to improve their awareness of behaviours and choices

An e-learning about honest business practices for business
partners

Introduction of Speak Up Academy with training courses for
case owners and confidential advisors


https://www.frieslandcampina.com/sustainability/society/responsible-working/

D Report of the Executive Board
Social sustainability

At FrieslandCampina, we devote attention
to social sustainability by contributing to
society locally (where we operate) and by
providing a sustainable work environment.

Training, knowledge and financing for 250,000
local dairy farmers

With its Dairy Development activities,
FrieslandCampina contributes to the development
of the dairy sector and the food supply globally.
FrieslandCampina, together with thousands of
dairy farmers, works in China, Indonesia,
Malaysia, Nigeria, Pakistan, Romania, Thailand,
Vietnam, the Philippines and Ivory Coast on more
and safer nutrition, better, more stable living
conditions and income for local dairy farmers,
and on lowering environmental impact. In seven
of these countries, FrieslandCampina also
collects milk and processes it into products

B¢

70,101 ~*

Number of local dairy farmers
trained in Dairy Development
countries

(Eastern Europe, Asia and Africa)
2021: 70,385

destined for local markets. In 2022, this involved

over 650 million kilos of milk. The development

of local dairy value chains confronts us with a

dilemma with respect to the potential negative

impact on the global carbon footprint.

In total, we reach thousands of local dairy farmers

in all these countries each year with training

courses, knowledge transfer, access to better

products and better financing. In 2022, our

attention focused on creating more stable value

chains and reducing environmental impact.

A number of specific examples:

— Insemination of 600 cows in Nigeria with a
better heat-resistant breed

— Support of 55 cooperatives in Indonesia with
knowledge of international experts about the
impact of and how to deal with hoof and
mouth disease, a disease that has had a
tremendous impact on the dairy farming
sector in Indonesia

— Training of >2,500 female farmers in Indonesia
as part of the Women Empowerment
programme

— Installation of solar panels in Pakistan and
Nigeria at livestock farms and milk collections
centres

Knowledge transfer

In 2022, FrieslandCampina established two
centres, in Pakistan and the Philippines, to further
develop the dairy farming sector through means
of knowledge transfer between Dutch and local
parties. This brings the total of such centres to
five. Previously, centres were established in
China, Nigeria and Ivory Coast.
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Mobile yoghurt plant
for Nigeria

In 2022, a mobile yoghurt plant was put into
operation in Nigeria. The plant, conceived and
delivered by FrieslandCampina, enables local
dairy farmers in remote areas to process their
milk into yoghurt with a long shelf life. This
provides local communities with access to safe
nutrition and enlarges the farmers’ sales
market.

Read more about Dairy Development:

( Support for local farmers throughout the world @ )



https://www.frieslandcampina.com/sustainability/better-living-for-farmers/dairy-development/
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Volunteer work

Every employee within FrieslandCampina is given
one day off each year to do volunteer work. As
part of sustainability week, many employees
throughout the world did volunteer work relating
to good nutrition or a clean living environment,
such as cleaning walkways or planting trees.

Inclusion and diversity

FrieslandCampina believes in the value of a
diverse workforce and a work environment in
which all employees can authentically develop
themselves, so as to achieve better and more
sustainable performance as a result. As
employees grow, the organisation grows.
Attention for inclusive diversity (ID) helps
employees negate negative stereotypes and
personal prejudgements about groups, and
recognise and respect different ‘ways of being’.
Diversity among our workforce provides for new
skills, ways of thinking, knowledge and
perspectives. Combined, this results in
sustainable growth by:

— Building better performing teams

— Promoting creativity

— Helping attract and retain top talent

— Making informed decisions

Pillars and progress of inclusive diversity

Our inclusive diversity strategy is based on four

pillars that are linked

to our People & Organisation strategy:

— Achieving gender equality

— Being open to different cultures and religions

— Paying attention to mental health and physical
limitations

— Supporting our LGBTIQ+ community

Read more about diversity and inclusion:

( Diversity & Inclusion Committee @ )

| |
27.9
Women in senior

management
2021: 25.6%

(worldwide)
2021: 28.6/71.4%

28.8/71.2«

Female-male ratio
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Gender equality

We started to implement the Gender Equity Plan
in February 2022. The plan, in part, is to ensure
that by the end of 2024 at least 30 percent of
women are employed in senior management
positions. One of the activities organised by
FrieslandCampina was a live event held at the
Royal Concert Hall in Amsterdam on the occasion
of International Women'’s Day in March 2022.
The event was attended by more than 800
people. Testimonials from members of the
orchestra were used to illustrate the power of
gender diversity in achieving team performance.

28.6/71.4+

Female-male ratio
(Executive Leadership Team)
2021: 23.1/76.9%


https://www.frieslandcampina.com/about-us/inclusive-culture/
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Human rights

FrieslandCampina respects and supports

internationally recognised human rights. The

basic principles include the UN Guiding Principles
on Business and Human Rights, the OECD

Guidelines for Multinational Enterprises, the

Universal Declaration of Human Rights and the

ILO Declaration on Fundamental Principles and

Rights at Work. The following activities, among

others, were developed in 2022:

— Governance relating to human rights was
adjusted and a committee was initiated
consisting of the following departments:
Sustainability, Finance, Procurement, Legal
Affairs and Human Resources. The committee
meets every two months to discuss the
progress of the human rights programme.

— The guidelines for operating companies have
been expanded with special attention for
vulnerable groups (women, children, migrants,
and the like) and we developed specific
human rights standards for nine topics,
including modern slavery.

— Adherence to standards by operating
companies was monitored in countries with an
elevated risk of human rights violations.

— Seven thousand employees completed an
e-learning on human rights, in which the
contents of the human rights policy were
explained.

— In Nigeria, Partner Africa conducted an
assessment that showed that
FrieslandCampina should provide better
insight into the supply chain with a focus on
the risk of child labour. The implementation of
improvement initiatives will start in 2023.

— In Pakistan, initiatives were up and running to
eliminate the most serious and salient
problems, including fair wages and overtime
by vulnerable groups, such as contract
workers, by hiring these workers at
FrieslandCampina on the one hand, and by
negotiating clear agreements with the
contractor about the maximum number of
working hours, for example, on the other hand.

— Arisk assessment of human rights was
conducted in seven countries (Belgium,
Greece, the Philippines, Egypt, Morocco, Saudi
Arabia and the United Arab Emirates). The
assessment showed that special attention
should be devoted to contract workers,
overtime and business relations in the value
chain.

Support for refugees

We used the Refugee Support Programme to
coach refugees to enable them to be better
prepared before they start working at
FrieslandCampina. The ultimate goal is to staff
approximately two percent of all job openings in
the Netherlands with people who were a refugee
at some point in their lives.

In 2022, 31 refugees were coached. A third
mentor programme for talented individuals was
initiated in October to support 11 female refugees.
In 2023, the programme will be expanded to
include Belgium and the United Kingdom.
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OUR STRONG BRANDS

Rainbow

« Mainly consumed in the United
Arab Emirates and Qatar

« Evaporated milk widely used in
tea, coffee and desserts

(q'¢ Adding magic to
moments since 1955

Rainbow has been part of Middle
Eastern culinary traditions for
generations. It evolved into a brand
adding magic to moments of
togetherness with its rich and
creamy flavour.

In 2022, Rainbow's focus included
several sustainable innovations.
It partnered with Veolia and set up
a pilot to collect and recycle
Rainbow milk tin cans.
Additionally, it launched

PET bottle.

i._ lhi,gilu'l

and scaled up a reclosable
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Our employees

Company culture

Sustainable success is a key component

of FrieslandCampina’s company culture.

A continuous dialogue, the development

of talent and the creation of a working
environment in which all employees can

be themselves are an integral part of this.

In 2022, FrieslandCampina’s workforce
comprised 113 different nationalities of which
66.2 percent is of Dutch origin. The Executive

Key figures 2022

»
©,

Employment=

Part-time: 9.7% 2021:9.0%
Female: 5.9% 2021:5.7%
Male: 3.8% 2021: 3.3%

Fulltime: 90.3% 2021: 91.0%
Female: 22.9 % 2021: 22.9%

Leadership Team consisted of 15 (2021: 13)
persons with six (2021: four) different
nationalities.

Fewer FTEs

In 2022, the average number of FTEs
declined by 1,246 to 21,715 in comparison to
2021. The decrease in the number of FTEs is
the result of efficiency programmes and not
getting vacancies filled as a consequence of
shortages on the labour market.

o)

Type of contract
Temporary: 10.8% 2021:10.3%
Permanent: 89.2% 2021: 89.7%
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Number of employees*

YO 21,715 >*
( BH% Total

2021: 22,961

15,604 =% 2,273 -

Food & Beverage Specialised
2021: 16,066 Nutrition

2021: 2,493

54 -23.9%

1,837 =2

Ingredients Trading
2021: 1,937 2021: 71

1 ’947 -18.7%

Corporate, Shared Services
and other
2021: 2,394

* Average number of FTEs in 2022

* Aside from reporting on the male/female category within
FrieslandCampina, we also include a third category ‘other’ in our
reporting; these are employees who do not identify themselves as
male or female. Rounded, this category ends up at 0.0 percent.

Male: 67.4 % 2021:68.1%
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Over2You: the voice of employees

In 2022, 81 percent of employees participated in

the employee satisfaction survey (2021: 77

percent). The following are a few striking results:

— 81 percent (2021: 81 percent) of employees
feel committed to the company

— 79 percent (2021: 77 percent) of employees
feel free to take decisions with respect to
their work and to express themselves when
something can be improved upon

— 30 percent of employees indicates that
communication with them could be improved

Labour market under pressure

Trends, such as the growing world population,
integrated value chains and climate change, are
creating an unprecedented dynamic. This was
reinforced in 2022 through current challenges,
such as the coronavirus and mounting inflation.
This resulted in a highly volatile talent and labour
market characterised by scarcity, high recruiting
costs and job vacancies open for longer periods
of time. In addition, the number of job openings in
2022 was higher than in previous years. The
combination of these factors elevated work
pressures in some areas of the organisation.

Market/labour market trends

Higher turnover among colleagues,
specifically among the group of
employees working at production
facilities and recently hired employees

Pressure on employer appeal due to
prospects within the dairy sector

Urgency of schooling employees
consistent with required future skills
and creating a learning culture

People expect our offer in the area of
talent and remuneration to match their
changing needs

Further develop inspiring leaders able
to find the right balance between
delivering results and developing their
people and teams to achieve
sustainable business performance

Create the right conditions for a hybrid
way of working. For example, by
providing flexibility in where and when
people can work with a better work/
personal life balance as the targeted
result and by supporting mental,
physical and emotional well-being
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FrieslandCampina’s response

Lead in recruiting talent by means of attractive and focused
recruitment campaigns

Develop a strong Employer Value Proposition (EVP).
We have won various awards for our EVP

Focus on continuous learning and integrating acquired
knowledge and skills into the daily work

Provide an attractive remuneration strategy. In addition,
we track employee perception through means of our global
Over2You employee satisfaction survey (see below)

In 2022, we offered employees various training courses
concerning hybrid ways of working. We aim to distinguish
ourselves as employer in the current tight labour market,
with our purpose as the core. We do this in various ways,
such as an increased focus on sustainability in the broad
sense of this word (Environmental, Social & Governance
[ESG])

Continue to build on experiences and lessons learned
during the corona pandemic, for example by implementing
Our Way of Working - hybrid way of working.

All employees whose work allows them to adopt a hybrid
way of working were offered a training programme.

568 people started the capability journey in HoRizon and
289 have already completed it in 2022. In addition, we
encouraged teams to formulate agreements about where
and when they work
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OUR STRONG BRANDS
Attracting talent — We won an award for Best Employer Brand in
Talent is scarce. In 2022, we developed various Europe during the Tiara Talent Acquisition Lattiz
activities designed to attract new talented awards.
colleagues to FrieslandCampina. — To improve the recruitment and selection
— In 2022, we also investigated how to improve process, we plan to train 45 trainers who,
our talent recruitment and selection process in from the end of 2022 to the end of 2023, will « 15,000 Lattiz coffee machines
the countries in which FrieslandCampina be using a programme (‘License to Recruit’) in Europe
operates. developed in-house to train all managers « Smart milk solution for
— We conducted several Global Employer responsible for recruiting talent. professional use

Branding campaigns on the basis of our
Employer Value Proposition (EVP). Campaigns
were conducted on social media channels

(Facebook, LinkedlIn, Instagram) that resulted ‘ ‘ Perfect milk foam for

in an increase in the number of applications coffee professionals

(4.8 percent of website visitors applied). Fifty

seven percent of all new colleagues indicated Read more about working

they had been influenced by these campaigns. at FrieslandCampina: Lattiz was launched in 2015 as the
smart milk solution for the perfect

° ) milk foam, intended for professional
use. The concept was developed over
seven years in collaboration with
baristas, hospitality professionals,
coffee roasters and coffee machine
manufacturers. Today, thousands of
happy professionals in Europe serve
high-quality Lattiz milk
coffees to their
guests every
day.

( Working at FrieslandCampina



https://careers.frieslandcampina.com/
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The dairy sector is under tremendous pressure due
to the unstable global situation, increasing market
pressure and pressure exerted by NGOs, rising
consumer expectations and the impact on
greenhouse gas emissions and hence climate
change.

This results in the following dilemma: how can an
industry which is often criticised for its contribution
to global warming, and which is often seen as part
of the problem, become a distinctive part of the
solution, and consequently attract the best talent?

The dairy sector continues to be an appealing
sector for attracting a wide range of talent. As a
company, we have won various awards (for example,
Graduates Choice Award Malaysia; 2022 Best
European Employer Brand), driven by our purpose,
nourishing by nature. However, we are seeing that
the situation for employees is changing. Our 2022
employee satisfaction survey shows that at least
81 percent of our employees has a tremendous
feeling of belonging to the organisation, but, at
the same time, one in three indicates that they are
increasingly worried about the dairy sector’s
prospects. This is why we need to look for and
retain talent that not only embraces our purpose,

Attracting the best talent in
a challenging dairy sector

In our company, everyone has the
opportunity of playing a distinctive
role and exerting influence in the
area of sustainability

but the ambitions and challenges associated with
this as well.

In our Employer Value Proposition, we focus on
different pillars. One of these pillars is ‘Contributing
to society’. This refers to the fact that we are a
caring company and that we concentrate on the
long-term needs of our customers, our employees,
our dairy farmers and our planet. This resonates
well among our people and we want future talent
to realise this as well. In our company, everyone
has the opportunity of playing a distinctive role
and exerting influence in the area of sustainability.
At FrieslandCampina everyone can be part of the
solution and achieve market success by offering
health-conscious products across all generations,
while simultaneously working on structurally
reducing our carbon footprint, thus making a

net positive contribution to the environment.
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OUR STRONG BRANDS

Alaska Milk

« Philippines

«In 2022 certified as a ‘Net-Zero
Plastic Waste Brand’

Alaska Milk Corporation has been
providing affordable nutrition in the
Philippines for 50 years now. The brand
carries a wide range of products, from
powdered milk to read-to-drink milk.
The products are widely chosen when it
comes to cooking flavourful dishes at
home. They have been a staple in the
Filipino kitchen.

=t
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Risk Management

FrieslandCampina operates in a dynamic
global environment full of opportunities,
risks and uncertainties. As a company
FrieslandCampina manages and controls
these risks to be able to successfully execute
its long-term strategy Our Purpose, Our Plan.

Risk events 2022 & trends

During 2022, ‘unprecedented’ seemed to have
become the new normal. Whilst the world saw a
glimmer of a positive rebound post-pandemic at
the start of 2022, the risk profile rapidly changed
throughout the year.

In 2022, the lingering effect of corona with
substantial supply chain issues, the invasion of
Ukraine, the related economic landscape and
inflation were the most noticeable topics
impacting the risk profile globally. Most
importantly, the Ukraine war has a profound
impact on the people directly involved, yet
indirectly, the effects are also noticeable across
the globe in terms of rising costs for life’s
essentials due to impacted availability and prices
of (raw) materials, energy and most importantly
food. Obviously, these macro-economic trends
affected the Company’s risk profile during 2022
and will continue to have an impact in 2023 as
long as current geopolitical tensions remain.
2023 will be yet another year with uncertainties,
requiring risk management to provide adequate
insights in ‘what’s there to come’ to build the

Company’s resilience vis a vis the ‘unlikely’ risks
that could manifest themselves.

The corona-omicron variant exacerbated the
global supply chain disruptions with the closure
of the Shanghai port early 2022. Commodity
availability and prices were impacted, affecting
our margins and lead times to get raw materials to
our production locations. It affected the demand
in all our consumer markets as well as the
affordability of our products in developing
countries. The recent changes to the ‘zero-covid’
policy in China will probably bring its own
challenges.

The European and Asian geopolitical
developments induced more protectionism with
regard to natural resources inciting a further drive
for ‘self-sufficiency’ in some of our important
markets in Asia and Africa. Further economic
impact was felt in the availability of foreign
currencies in countries such as Nigeria, Pakistan
and Egypt, accelerated tightening of national Tax
measures in Asia, and local consumers switching
to alternative (local or cheaper) products. The
related risks and hedges w.r.t. such countries in
our portfolio are carefully monitored by our
experts. Due to the Ukraine war, gas and energy
prices skyrocketed globally in 2022, but
specifically in Europe. This remains an area of
concern for our factories in 2023 (and beyond)
and is being addressed by our teams to
effectively mitigate price volatility risks.
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On a positive note, this accelerated the push for
more operational efficiencies aimed to
structurally reduce energy consumption in our
factory network.

In 2022, as financial markets became more
cautious and paired with increasing interest rates
to tame inflation, it increased the Company’s
financial risks. More specifically, despite the
positive effect of the new member financing
structure on our financing, FX rates (translation of
local currency from our local operations to EUR/
USD) and unavailability of foreign currency (i.e.
Nigeria, Pakistan and Egypt) negatively impacted
our financials and resulted in extra monitoring
which in specific cases resulted in targeted
actions. As a result of rising prices and interest
rates we foresee a continued pressure on working
capital and cashflow in 2023. Refer to page 101
for more information on our financials.

We have been successful in offsetting part of the
impact of these risks in 2022 by carefully looking
at our cost base and managing our revenue
growth in the various market(s). Moreover, the
Company managed to benefit from the
commodity price developments through our
‘Trading’ business group.

For 2023 we expect circumstances to become
more challenging as the risks mentioned (such as
interest rates, FX availability, and protectionism)
might further impact the Company. The volatility
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of our milk supply and related commodity prices
can have a significant influence on the results.
Such developments may lead to increased costs
and resulting product price increases, putting
pressure on volumes in many markets depending
on the development of the consumer’s purchasing
power. In turn, this may impact our factory
network, supply chain and ultimately our bottom
line. Various scenario-based initiatives to forecast
the demand for our products, related (milk)
sourcing requirements and supply chain footprint
in general have been initiated as a result.
Increased focus and effort will be applied to drive
product and brand innovation to keep up with
consumer and/or customer demands and
expectations; and ensuring that our products
remain affordable and competitive.

During 2022, the effects of human-caused global
warming were clearly visible in droughts,
wildfires, and extreme rainfall severely impacting
our consumers and our supply chain (network)
globally. For example, Pakistan saw extreme
flooding impacting lives and livelihoods of
millions. Europe suffered a prolonged period of
drought, directly impacting the available crops
(and feed) for our farmers, but also the sourcing
of the Company’s raw materials, for example by
reduced availability of sugar.

The Company is committed to Nourishing a
better planet - our sustainability strategy. The
increasing Environmental, Social & Governance
(ESG) reporting requirements (related to for
example the Corporate Sustainability Reporting
Directive, Corporate Sustainability Due Diligence

Directive or the Global Reporting Initiative)
require a solid data foundation and efficient
processes. This is even more complex since ESG
reporting regulations are still in development and
are not unambiguous in terms of requirements.
In Europe, and specifically the Netherlands,

the envisioned nitrogen regulations will have

a profound impact on our farmers, and
consequently the Company’s milk supply. It is
not yet clear what the magnitude or timing of a
potential reduction in milk supply will be, as this
will also be dependent on the churn of existing
and the attraction of new member farmers
(considering the cooperative opened-up to new
members mid-2022).

During 2022, no major external quality incidents
were reported; our processes and systems
ensured that internal quality deviations were
detected timely to initiate corrective actions.

An important challenge that manifested itself in
2021 and continued to be of concernin 2022,
related to our resource availability as attrition
and time to hire affected the available resource
capacity. Also in 2023, our focus remains on the
well-being and sustainable engagement of our
people, ensuring a safe work environment.

Besides risks, the future also brings
opportunities, such as a growing demand for
healthy products, affordable nutrition and a
demand for premium dairy products. For 2023,
the Company'’s priorities encompass People,
Planet and Profit. Foremost, our people are our
main assets; employee engagement, diversity and
a step up in data-driven behaviour are core areas

Annual Report Royal FrieslandCampina N.V. 2022 | 69

of focus. On planet, the Company commits
significant investments to meet our ESG
ambitions and ensuring robust ESG reporting.
By driving the strategy to Our Purpose, Our Plan
as mentioned in other sections of this Annual
Report, we are committed to make a good profit
for our member farmers and other stakeholders.
This will require focus on restoring margins in
certain areas, innovation and continuation of our
ongoing Supply Chain transformation into a
Global Supply Chain organisation.

These risk developments and related insights
are incorporated in the Enterprise Risk
Assessments that are conducted throughout
the Company and are continuously monitored
by FrieslandCampina’s global risk trend owners
and Risk Committee.

Fraud & Compliance

From a compliance and security point of view our
cybersecurity programme and fraud awareness
measures remained important. No major cyber
incidents occurred in 2022, and although we saw
an uptick in the number of (reported) fraud cases,
the financial impact was limited. With continued
global digitalisation, data security and privacy
continue to be critical areas of attention for 2023.
As part of our fraud prevention measures, we
conduct an annual fraud risk assessment to
determine developments and areas of attention
in order to initiate mitigating actions if required.
In general, we see the fraud risk increasing due
to deteriorating economic and financial
circumstances and we see that more
opportunities arise because of digitisation and
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complexity of systems. More specifically, we
observe an increasing trend in 3 party fraud in
the area of disposal of goods and vendor fraud
schemes. Besides, the risks related to malware
and phishing remains high.

Several initiatives were launched to continue
strengthening the fraud attention and awareness
culture within the Company. For the specific
trends mentioned, new control measures and
monitoring mechanisms have been implemented.
Refer to the specific cybersecurity and code of
conduct ‘Compass’ sections on pages 58 and 59
for related information.

Governance

The Executive Board of the Company is
accountable for effectively managing the
Company’s risks with delegated responsibilities
for risk management. Risk assessments and
mitigating actions are the responsibility of line
management (the ‘first line’); individual managers
and management teams of Business Groups
and/or operating companies. Management is
supported by corporate departments. They serve
as the ‘second line’; responsible for the design
and effectiveness of the risk management
framework, its processes and systems including
policies and procedures. The ‘second line’ informs
the Executive Board about the progress and
outcomes of the various risk management
programmes. Corporate Internal Audit, as a ‘third
line’, objectively evaluates the structure and the
operational effectiveness of the internal risk
management measures (including those carried

out by the ‘first’ and ‘second line’). Corporate
Internal Audit independently reports to the
Executive Board and Audit & Risk Committee
on the effectiveness of the risk management
framework, policies and procedures.

The Audit & Risk Committee informs the
Supervisory Board of the Company. The role of
the Audit & Risk Committee is described in the
‘Corporate Governance’ section, refer to 79.

Risk Management Framework
FrieslandCampina’s Risk Management
Framework, used by the Company and its
consolidated subsidiaries, complies with the
conditions of the Dutch Corporate Governance
Code and is based on internationally recognised
COSO standards. The framework is updated on
an annual basis and describes risk appetite, risk
management measures, responsibilities and
governance.

Risk awareness and culture

Employees must abide by the Company’s
applicable general code of conduct ‘Compass’
and comply with the applicable laws, regulations
and policies. FrieslandCampina stimulates a
culture in which weak areas in its risk
management programmes or control measures
can be transparently reported and effectively
dealt with, for example through the Company’s
Speak Up process. For more information on our
Compass programme, refer to 59.
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Risk management improvements

The risk management activities as performed
by the three lines did not indicate any material
failings in the design and effectiveness of the
framework. Also, the Enterprise Risk, Thematic
Risk and Fraud Assessments were conducted
according to plan and deemed effective.

The overall FrieslandCampina risk profile and
trends were discussed during our bi-annual
Risk Committee sessions in order to identify
interrelations between risks, areas of concern
and take action to implement corrective
measures. In addition, a distinct number of risk
themes, such as reduced milk supply or increased
energy prices, were formulated and assessed to
highlight the development of such correlated
risks, the mitigating measures taken, leading to
further actions where needed.

For a more detailed description of specific risks
and trends, see page 224 to 229.
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Outlook for 2023

In the fourth quarter of 2022, market
conditions deteriorated, resultingina
significant decrease in commodity dairy
prices. The negative impact of this on the
fourth quarter result is expected to persist in
2023. The impact of this will be significant in
the first half of the year. Aside from the
negative impact of these commodity dairy
prices on profitability, it is expected that
market conditions will become more difficult
because reduced consumer purchasing power
will put volumes further under pressure in
many markets.

Clear priorities have been established for 2023.
There will be more focus on product and brand
innovation to continue to meet consumer and
customer demands and expectations. Plans,
therefore, provide for investments in research and
development (R&D), primarily focused on better
nutrition and more sustainable production and
packaging. In addition, FrieslandCampina will
continue to invest in the marketing of its brands
and in the Professional business, to achieve
growth there.

Sustainability will continue to be one of the pillars
of FrieslandCampina’s strategy and business
operations, with the main focus in 2023 on
greenhouse gas reduction, by implementing our
climate plan, and on sustainable packaging.
Increasing biodiversity will be part of the
sustainability priorities for 2023.
FrieslandCampina will also continue to invest in
its production network, for example in new, more
sustainable production facilities in Indonesia and
Malaysia.

FrieslandCampina’s liquidity position is sufficient
to be able to realise the above-mentioned plans.
A number of interest-bearing borrowings is due
to expire in 2023. FrieslandCampina expects to
refinance these borrowings.

The dairy sector

The United Nations forecasts that the world
population will have grown to almost 10 billion
people by 2050 and that the global demand for
dairy will increase by two percent per year.
FrieslandCampina aims to contribute to feeding the
world population, but is aware that the dairy sector
also has arole to play in solving the climate
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challenge. Generic measures such as halving the
dairy herd in the Netherlands are not helpful in
achieving global climate targets and also create

a lot of unrest among farmers. This is why
FrieslandCampina is focusing on more research,
programmes and innovation to accelerate the
development of a sustainable dairy farming sector.
We are doing this together with dairy farmers,
producers, suppliers, scientists, government
organisations and NGOs.

Currently, at the beginning of 2023, the market is
imbalanced due to an excessively high milk supply
in comparison to lagging demand. Market
developments in the coming months will primarily
be determined by the issue of how long the high
milk supply in Northwest Europe will persist and
how long demand will lag in comparison to last
year due to high inflation and its effect on
disposable income.



D Report of the Executive Board
Management statement

The Executive Board of the company has final responsibility for controlling

the risks associated with corporate goals and the reliability of external
(financial) reporting. The Executive Board is also responsible for assessing the
effectiveness of the controls aimed at preventing or mitigating such risks.

The Executive Board has assessed the performance of the internal

management and control systems. Based on this assessment, the Executive

Board concludes that:

— The report provides sufficient insight into the shortcomings and
functioning of the internal risk management and control systems

— The above-referenced systems provide a reasonable degree of certainty
that the financial reporting does not contain any material misstatements as
at the end of the financial year 2022

— In accordance with the current state of affairs, the financial reporting has
been prepared on an ongoing concern basis

— Thereport includes a statement of the material risks and uncertainties that
are relevant to the expected continuity of the company for a period of
12 months following the preparation of the report

The system of tasks for the internal risk management and control systems and
the ensuing findings, recommendations and measures are discussed with the
Audit and Risk Committee, the Supervisory Board and the external auditor.
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Statement of executive responsibility

The members of the Executive Board of Royal FrieslandCampina N.V. herewith
state that, in accordance with Section 5:25¢ subsection 2 under c of the
Dutch Financial Supervision Act (Wft), insofar as they are aware, the financial
statements provide a true and fair view of the assets, liabilities and financial
position of Royal FrieslandCampina N.V. and the companies jointly
consolidated; and that the Annual Report provides an accurate overview of
the situation as of 31 December 2022, the state of affairs during the financial
year of Royal FrieslandCampina N.V. and of the consolidated companies. The
Annual Report sets out the essential risks that Royal FrieslandCampina N.V. is
confronted with.

Executive board

Hein (H.M.A.) Schumacher
Chief Executive Officer

Hans (J.G.) Janssen
Chief Financial Officer

David (D.A.) Cutter
Chief Supply Chain Officer

Geraldine (G.M.) Fraser
Chief People Officer

Roel (R.F.) van Neerbos
President, FrieslandCampina Food & Beverage

Amersfoort, 17 February 2023
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D Corporate Governance

Corporate governance at a glance

Corporate governance principles

Royal FrieslandCampina N.V. (the ‘Company’)
applies the principles of the Dutch Corporate
Governance Code (the ‘Code’) on a voluntary
basis. The way in which the Code's principles
will be applied is described in this section.
This includes an indication and motivation of
the points in which the Code is not applied by
the Company.

Shareholder structure

All shares in the Company'’s capital are held by
ZuivelcoOperatie FrieslandCampina U.A. (the
Cooperative), whose members are involved in
dairy farming. The Cooperative’s geographical
area of operations is divided into districts, each
of which has a District Board. The Cooperative’s
members appoint the members of the District
Boards, which collectively make up the
Cooperative's Members' Council. The Members'
Council appoints the members of the Board of the
Cooperative on the binding recommendation of
the Cooperative's Chair’s consultation process.
The Cooperative is the sole shareholder of the
Company. The Board of the Cooperative
exercises the Cooperative’s shareholders’ rights
and in this capacity functions as the General
Meeting of Shareholders of the Company. There

are a number of decisions regarding which, on the
grounds of the Company'’s Articles of Association,
the Executive Board must obtain the approval of
the General Meeting of Shareholders. For a
number of important decisions for which the
Board of the Cooperative votes on behalf of the
Cooperative as the Company's shareholder, the
Board of the Cooperative must obtain approval of
the Members' Council. The Cooperative’s
governance structure is described in the
Cooperative’s Annual Report.

Board structure

The Company has a so-called 'two-tier structure'
with an Executive Board and a Supervisory Board.
Up until 3 October 2022 of the reporting year, the
Executive Board consisted of the Chief Executive
Officer (CEOQ), the Chief Financial Officer (CFO),
the President, Food & Beverage and the Chief
People Officer. Effective 3 October 2022, the
Executive Board was expanded to five members
with the inclusion of a Chief Supply Chain Officer.
The Executive Board's composition and division
of tasks are set out on page 221. Up until

13 December 2022, the Supervisory Board
consisted of all members of the Board of the
Cooperative and four external members. Effective
13 December 2022, the Supervisory Board
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consists of five internal members (members of

the Board of the Cooperative) and four external
members. The composition of the Supervisory

Board is reported on page 219.

Supervisory Board committees

The Supervisory Board has established three

committees:

— Audit and Risk Committee, comprising four
Supervisory Board members

— Remuneration, Nomination and Governance
Committee, consisting of four Supervisory
Board members

— Sustainability Committee, comprising three
Supervisory Board members. This third
committee was established effective
11 April 2022

The composition of the Supervisory Board’s

committees is reported on page 220.
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The corporate governance principles
followed by Royal FrieslandCampina N.V.
are laid down in the Articles of Association
and the Regulations of the Company’s
various bodies. This information is
published on FrieslandCampina's website.
Although the Code is not applicable to the
Company, because, according to law, only
companies whose shares or depositary
receipts for shares are listed on the stock
exchange are governed by the Code, the
Company applies the principles and
best-practice provisions of the Code that are
compatible with its control structure and
the nature of the Cooperative. The
provisions that are not applied are
highlighted in this overview, along with the
reasons why they are deemed inappropriate

and the extent to which they are not applied.

Executive board

Composition, tasks and responsibilities

Up until 3 October 2022, the Executive Board
consisted of the CEO, the CFO, the President,
Food & Beverage and the Chief People Officer.
Effective 3 October 2022, the Executive Board
was expanded to include the Chief Supply Chain
Officer and now comprises five members. The
Executive Board is supported by the Executive
Leadership Team in its day-to-day affairs. Up
until 3 October 2022, the Executive Leadership
Team consisted of all members of the Executive
Board, the presidents of the business groups
Ingredients, Specialised Nutrition and Trading

and the vice-president of the Professional
business unit, as well as the functional

managers of Corporate Supply Chain, Research

& Development, Corporate Affairs, Corporate
Development and the Chief Information Officer.
Effective 3 October 2022, the Corporate Supply
Chain Officer was replaced by an Executive Board
member, the Chief Supply Chain Officer. Effective
1 November 2022, a Chief Sustainability Officer
was appointed as a member of the Executive
Leadership Team. All business units and strategic
functions come together in the Executive
Leadership Team, which results in fewer
management layers, provides for better decision-
making and accelerates the implementation of
the strategy. The task of the Executive
Leadership Team is to implement the strategy,
transform objectives into specific plans and
manage operating companies and departments
within their respective areas of responsibility.

Appointment of the members of the Executive
Board and other members of the Executive
Leadership Team

At the recommendation of the Remuneration,
Nomination and Governance Committee, the
Supervisory Board appoints, suspends and
dismisses the members of the Executive Board.
The CEO appoints, suspends and dismisses the
other members of the Executive Leadership
Team, following approval by the Supervisory
Board and after consultation with the
Remuneration, Nomination and Governance
Committee.
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Remuneration policy and remuneration of the
members of the Executive Board and the remaining
members of the Executive Leadership Team

The remuneration policy applies to almost all
relevant recommendations of the Code. The
Company is legally exempt from publishing its
remuneration policy, since the Company is a
so-called ‘private limited liability company’.

The remuneration report, on page 91, indicates
that the Company will provide more details about
the remuneration paid to the members of the
Executive Board and the Supervisory Board over
time. The principles underlying the remuneration
policy for the Executive Board and the
Supervisory Board will also be set out in the
remuneration report. The remuneration policy is
adopted on the recommendation of the
Supervisory Board and can be changed by the
Annual General Meeting of Shareholders,
following consultation with the Remuneration,
Nomination and Governance Committee.
FrieslandCampina is also accountable to the
Cooperative's Members' Council on this topic.
Each year, the CEO and the Chief People Officer
discuss the remuneration of the members of the
Executive Leadership Team with the Supervisory
Board during the internal deliberations of the
Supervisory Board, in the absence of the other
members of the Executive Board. Pursuant to the
rules of the Executive Board and the Executive
Leadership Team the Supervisory Board has the
power to recover variable remuneration that has
been awarded to an Executive Board member on
the basis of incorrect (financial) data. The CEO
has the power to recover variable remuneration
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that has been awarded to a member of the
Executive Leadership Team on the basis of
incorrect (financial) data.

Supervisory Board

Tasks and responsibilities

The Supervisory Board supervises the policy set
by the Executive Board and the general course of
events in the Company and its businesses, and
the associated companies. The Supervisory
Board also advises the Executive Board.

The Supervisory Board discusses the strategy
and the Company's main risks with the Executive
Board. In addition, the Supervisory Board
discusses the structure and functioning of and
any significant changes relating to the risk
management and control systems with the
Executive Board. The Supervisory Board also has
the authorities specified in the provisions of Book
2 of the Dutch Civil Code in respect of companies
subject to the structure regime. These include, in
particular, the appointment of Executive Board
members, the determination of the number of
members of the Executive Board and the approval
of a number of other decisions of the Executive
Board as specified in legislation. Under the
Articles of Association, certain decisions of the
Executive Board require the approval of the
Supervisory Board.

In the performance of its duties, the Supervisory
Board is led by the interests of the Company and
its associated companies. The Supervisory Board
also considers the relevant interests of the
parties involved in the Company and the aspects

of corporate social responsibility that are relevant
to the Company, such as sustainability, human
rights and so on.

Several times each year, members of the
Executive Leadership Team attend a meeting of
the Supervisory Board, or a part thereof. On this
occasion, various topics, including the Company's
strategy, are discussed. In addition, the members
of the Executive Leadership Team are invited to
attend the meetings of the Supervisory Board
when topics relevant to them are discussed.

The Remuneration, Nomination and Governance
Committee regularly holds progress meetings
with the members of the Executive Leadership
Team.

Composition, independence and appointment

A covenant has been signed with the Central
Works Council (CWC). The covenant includes
agreements regarding the composition of the
Supervisory Board, the required profile of the
members of the Supervisory Board, the
strengthened rights of recommendation of the
CWC in respect of the appointment of
Supervisory Board members and the way in
which the CWC exercises these rights. The profile
sketch has been published on the Company's
website as an appendix to the Supervisory Board
Regulations. Pursuant to the profile sketch in
effect until 13 December 2022, the Supervisory
Board was considered justly composed when
two-thirds of its members were members of the
Board of the Cooperative (‘internal members') and
one-third of its members were recruited from
outside (‘external members').
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The chosen composition reflected the two-thirds
dominance of internal members in a Supervisory
Board permitted by law for large cooperatives.
This dominance by internal members was carried
through to the Company level. This regulation
deviated from the best-practice provisions for the
independence of Supervisory Board members.

The Supervisory Board evaluates annually its own
and the Supervisory Board members’ individual
performance. The performance of the committees
of the Supervisory Board are evaluated as well.
The Supervisory Board pays attention in this
evaluation to among others substantive aspects
of the performance, the interaction with the
committees and the Executive Board, possible
changes to its composition and education and
training. Such an evaluation can be performed
with an independent expert.

Pursuant to its self-assessment, in 2022,
performed together with an independent expert,
the Supervisory Board decided to change the
composition of the Supervisory Board to promote
the effectiveness of the Supervisory Board and to
reduce its members from 13 to nine members,
effective 13 December 2022. Following
consultation with the CWC and the General
Meeting of Shareholders, this change was set

out in the profile sketch that went into effect on
13 December 2022. Pursuant to the changed
profile sketch, the Supervisory Board is
considered justly composed when it consists of
five internal members and four external members.
The five internal members must consist of at least
three and, at most, five members of the Board of
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the Cooperative, including the Chairman,

and a maximum of two members of the
Cooperative who are not members of the
Board of the Cooperative. The internal Board
members are not independent in the sense of
the Code. This is a conscious choice to
continue to reflect member dominance within
the composition of the Supervisory Board.

The four external Supervisory Board

members are independent in the sense of the
Code. The external Supervisory Board

members are selected on the basis of the

criteria laid down in the profile sketch. At

least one Supervisory Board member is a
so-called financial expert. The Company is
subject to the structure regime set out in

Book 2 of the Dutch Civil Code. Supervisory
Board members are appointed by the
Supervisory Board on the basis of a

co-optation system. Members are appointed

for a four-year term and can subsequently be
reappointed for another four-year term. After this,
Supervisory Board members can be reappointed
for another two-year term, which can
subsequently be extended for a maximum of two
years. Reappointment after a period of eight
years must be substantiated in the Report of the
Supervisory Board.

The rule that applies to the Chairman is that if the
Chairman completes his/her third term as
Chairman, he/she is eligible for reappointment for
a two-year (2-year) term, which can subsequently
be extended once for two (2) years. In deviation
of the aforementioned has Sybren Attema on
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Zuivelcooperatie FrieslandCampina U.A.

Members

Districts

Member Council

Chairman’s meeting
of the 14 District Councils

holdings all
shares in

Royal
FrieslandCampina N.V.

General Meeting of

I Shareholders

Supervisory Board

Executive board

Corporate & Support

Specialised Nutrition

Food & Beverage

Governance structure as at 31 December 2022

12 November 2021 been appointed for a term of
four (4) years. Two (2) years after his appointment
his appointment will be evaluated.

Remuneration

The General Meeting of Shareholders adopts
the remuneration of Supervisory Board members
as proposed by the Supervisory Board and is
annually held accountable by the Cooperative's
Members' Council. The remuneration is not
dependent on the Company's results. The
remuneration policy and the remuneration of
Supervisory Board members are set out on

page 220.

Ingredients

Supervisory Board committees

The Supervisory Board has a Remuneration,
Nomination and Governance Committee, an Audit
and Risk Committee and, since 11 April 2022, a
Sustainability Committee. The task of these
committees is to prepare the decision-making for
the Supervisory Board; they have no independent
decision-making authority. The regulations of the
committees are posted on FrieslandCampina's
website. The committees report regularly to the
Supervisory Board regarding their deliberations
and findings. Five of the nine Supervisory Board
members (nine of the 13 up until 13 December
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2022) are not independent as defined by the
Code as described above. This means that the
composition of the committees of the Supervisory
Board deviates from the relevant best-practice

Preparing for CSRD

The European Commission aims to
streamline company ESG reporting in line
with the financial reporting. This enables
interest groups to assess the economic
activities of companies on an equal basis
and to better assess the extent to which they
create sustainable financial and
non-financial value.

The increasing need of interest groups for
relevant, reliable, comparable and available
Environmental, Social and Governance (ESG)
information is currently resulting in the
accelerated introduction of laws and regulations.
In November 2022, the European Commission
adopted the Corporate Sustainability Reporting
Directive (CSRD), which requires all large
companies to include elaborate ESG information
in their management reporting, starting with the
2025 reporting year. A company qualifies as large
when it meets two of the following three criteria:
— >250 employees

— >40 million euros in revenue

— >20 million euros in total assets

provision of the Code which stipulates that more
than half of the members of the committees of
the Supervisory Board should be independent as
defined by the Code.

An external auditor will issue an auditor’s report
with a ‘limited degree of certainty’ on this basis.
The reporting includes sustainability targets, the
risks and opportunities flowing from the ESG
factors, the business model’s resilience in this
area and the company’s strategy, for example for
tackling the effects of climate change in the
short, medium and long term.

FrieslandCampina

Although transparency about efforts and
progress in the area of sustainability is currently
voluntary, since 2015 FrieslandCampina has been
producing an integrated annual report on
strategy, policy, objectives and performance
relating to sustainability. Since 2018, an external
auditor has been issuing an auditor’s report with
a 'limited degree of certainty’ on this.

Changes

FrieslandCampina is presently investigating the
impact of CSRD and the associated reporting
obligations and has started a number of initiatives
to be prepared for this on time. In 2023, a
materiality analysis will be performed in line with
CSRD requirements, to determine which ESG
themes are most relevant for FrieslandCampina.
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The rule that applies to the Audit and Risk
Committee is that half of the members of this
committee must consist of external members that
are independent, as defined by the Code. As

It will then assess which reporting requirements
FrieslandCampina needs to comply with and
where initiatives are needed to be prepared on
time. This analysis will be performed on the basis
of the currently applicable CSRD standards,
whereby developments relating to new (sector-
specific) CSRD standards will be closely adhered
to. Although CSRD for FrieslandCampina will only
become mandatory for the 2025 reporting year,
FrieslandCampina is already improving its annual
reporting on environment, society and
governance. For example, over the course of
2022, several structural changes were introduced
in terms of policy, implementation and managing
sustainability goals. A Chief Sustainability Officer
has been appointed as a member of the Executive
Leadership Team, which has further reinforced
governance relating to ESG issues. In addition, a
Sustainability Committee has been established as
part of the Supervisory Board, which strengthens
the supervision of the company’s sustainability
strategy. With these changes to the organisation
structure, FrieslandCampina has created the
necessary conditions for expeditiously
addressing policy and implementation, and
responsibilities are more firmly embedded within
the company.
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such, the composition of this committee does not
comply with the Code, which stipulates that more
than half of the members of committees must be
independent. Up until 13 December 2022, the
Remuneration, Nomination and Governance
Committee consisted of two external, and
therefore independent, members of the
Supervisory Board and one member of the
Supervisory Board who is not independent, and
as such the committee’s composition was in line
with the Code. Effective 13 December 2022, an
extra member, who is not independent, was
added to the Remuneration, Nomination and
Governance Committee, which means that the
composition of this committee is not in line with
the Code. The Sustainability Committee consists
of two internal members and one external
member, and as such its composition is also

not in line with the Code.

Audit and Risk Committee

The Audit and Risk Committee comprises the
financial expert and one other external
Supervisory Board member and two internal
Supervisory Board members. In addition,
effective 13 December 2022, Sandra Berendsen
was appointed Advisor to the Audit and Risk
Committee for a period of one year. On that date,
Sandra Berendsen stepped down as Supervisory
Board member, but in view of the number of
changes within the committee, her broad
experience with FrieslandCampina, her financial
background and experience with Audit and Risk
Committee-related matters, the Supervisory
Board appointed her External Advisor. The fee
for this advice is equal to the remuneration for
the membership of this committee.

The duties of the Audit and Risk Committee are

of a preparatory nature with respect to:

— The integrity and quality of the financial and
non-financial reporting and the effectiveness
of the Company's internal risk management
and control systems

— The increasing role relating to aspects such as
the integrity and quality of ESG reporting, the
effectiveness of the internal risk management
and control systems relating to ESG and
assurance by an external auditor

— The Company's financing

— The application of information and
communication technology by the Company,
including cyber security-related risks

— The Company's tax policy

— The relationship with the internal auditor and
the external auditor (including monitoring the
independence of the external auditor),
compliance with recommendations and
follow-up on observations

— Recommending candidates for appointment
as internal auditor

— The annual evaluation of the internal audit
function

— Providing advice concerning the nomination
for appointment or reappointment or dismissal
of the external auditor and making
preparations for selecting the external auditor

— Proposing the assignment of the audit of the
financial statements by the external auditor

— Annually discussing the draft audit plan with
the external auditor

— Compliance with legislation and regulations
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The Chair of the Audit and Risk Committee is

the first point of contact for the external auditor
should the auditor reveal irregularities in the
Company's financial and non-financial reporting.
The Audit and Risk Committee also discusses
material Speak Up issues and the measures
implemented in this regard. The Chair of the Audit
and Risk Committee reports the deliberations and
findings on this to the Supervisory Board.

Remuneration, Nomination and Governance

Committee

The Remuneration, Appointment and Governance

Committee comprises the Supervisory Board

member with the ‘social profile’, who also chairs

the Committee, plus the Supervisory Board’s

Chair and Vice-chair. As indicated above, as of

the balance sheet date, the Remuneration,

Nomination and Governance Committee

consisted of two external, and therefore

independent, members and two members who
are not independent as defined by the Code.

The duties of the Remuneration, Nomination and

Governance Committee include:

— Preparing proposals for the remuneration
policy for the Executive Leadership Team, and
the remuneration of individual Executive Board
members

— Compiling the remuneration report

— Selecting and preparing proposals for the
appointment of members (including drawing
up appointment criteria and procedures) of
Executive Board and external Supervisory
Board members
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— Regularly evaluating the size and composition
of the Supervisory Board, the Supervisory
Board's committees and the Executive Board,
and proposing a profile

— Advising the Supervisory Board on proposals
by the CEO for the appointment of members to
the Executive Leadership Team

— Regularly evaluating the functioning of the
Executive Board, the Supervisory Board, the
individual members of both these boards, and
the Supervisory Board's committees

— Preparing a succession plan for members of
the Executive Board and the Supervisory
Board

— Supervising the Executive Board's succession
policy, selection criteria and appointment
procedures for members of senior
management

Sustainability Committee

The Sustainability Committee was instituted on

11 April 2022 and consists of at least three

members; two internal members, who are not

independent, and one external member. The

duties of the Sustainability Committee include:

— Discussing and providing advice on the long-
term sustainability vision, strategy and setting
sustainability targets

— Monitoring the realisation of sustainability
targets and giving advice on possible ways
of using innovation to achieve these
sustainability targets

— Monitoring talent, leadership and culture
development relating to sustainability

The Chairperson of the Sustainability Committee
reports the deliberations and findings of the
Sustainability Committee to the Supervisory
Board after each meeting which results in the
increase of knowledge, skills and experience

of the Supervisory Board on sustainable
development. The Sustainability Committee
supports the Supervisory Board in maintaining
oversight of the risks related to sustainability.
The Audit and Risk Committee is responsible for
supporting the Supervisory Board in relation to
sustainability reporting and the Chairperson of
the Sustainability Committee ensures alignment
on the sustainability target-setting and
assessment of the sustainability targets with the
Audit and Risk Committee. The Supervisory Board
is responsible for the approval of the reporting on
sustainability targets in the Company’s annual
accounts.

Conflict of interest

FrieslandCampina has drawn up strict rules to
prevent every form and appearance of conflict of
interest between the Company on the one hand
and the members of the Executive Board, the
other members of the Executive Leadership Team
and the members of the Supervisory Board on the
other. In accordance with these rules, decisions
to enter into transactions involving conflicting
interests of Executive Leadership Team or
Supervisory Board members of a material
significance for the Company and/or the relevant
individual must be approved by the Supervisory
Board. During the year under review, no conflicts
of interest were reported.
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The General Meeting of Shareholders

The Company's General Meeting of Shareholders

has the authority to approve certain Executive

Board decisions as specified in the Articles of

Association. This concerns major decisions

relating to the operations, legal structure and

financial structure of the Company (and the

companies in which it holds shares) and decisions

on major investments.

The other important authorities of the General

Meeting of Shareholders are:

— Adopting the Company's financial statements
and profit appropriation

— Discharging the members of the Executive
Board for their management and the members
of the Supervisory Board for their supervision
of the Executive Board

— Adopting the remuneration policy for the
Executive Board and the Executive Leadership
Team, and approving the remuneration of
Supervisory Board members

— Appointing and dismissing the external auditor

— Amending the Articles of Association

— Issuing shares, excluding the pre-emptive
right, authorising the repurchase of the
Company's own shares, reducing the paid-up
capital, dissolution and applying for
bankruptcy

During the Company's General Meeting of
Shareholders, the Board of the Cooperative
exercises the voting rights on behalf of the
Cooperative. In respect of a number of major
shareholders' decisions, stipulated in the
Cooperative's Articles of Association, the Board
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in exercising its voting rights in the Company
requires the prior approval of the Cooperative's
Members' Council.

Company, share capital and Articles of Association
Royal FrieslandCampina N.V. is a public limited
liability company with its registered office in
Amersfoort, the Netherlands, and its central
office at Stationsplein 4, Amersfoort. The
Company's Articles of Association were most
recently amended effective 26 January 2018

and are published on its website.

The Company is registered in the Trade Register
of the Chamber of Commerce under number
11057544. On 31 December 2022, the Company's
authorised capital amounted to 1,000,000,000
euros divided into 10,000,000 (ten million) shares
with a nominal value of 100 euros each.

The shares are registered. On the same date,
3,702,777 shares were issued, which are all paid
up and are held by the Cooperative. For the
stipulations regarding the issuing of shares,
pre-emptive right, acquisition of own shares and
capital reduction, please refer to the Company's
Articles of Association.

Audit of the financial reporting and the roles of
the internal and external auditors

Financial reporting

The Executive Board is responsible for the quality
and completeness of the published financial
announcements. The Supervisory Board ensures
that the Executive Board fulfils this responsibility.

External auditor

The external auditor is appointed by the General
Meeting of Shareholders. The Supervisory Board
nominates a candidate for this purpose. The Audit
and Risk Committee and the Executive Board
both issue a recommendation to the Supervisory
Board in this respect. The remuneration of the
external auditor and the assignments of the
external auditor are approved by the Supervisory
Board on the recommendation of the Audit and
Risk Committee and after consultation with the
Executive Board. The external auditor is present
during the Supervisory Board meeting in which
the decision to approve the financial statements
is taken. The external auditor discusses the draft
audit plan with the Executive Board before
submitting it to the Audit and Risk Committee.

Internal audit function

The internal auditor operates under the
responsibility of the Executive Board. The
Supervisory Board supervises the internal audit
function and maintains regular contact with the
internal auditor. The Executive Board, the Audit
and Risk Committee and the external auditor are
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involved in the work plan of the internal audit
function and are notified of its findings. The
internal auditor has direct access to the Audit and
Risk Committee and the external auditor.

Best-practice provisions of the Code not applied
by FrieslandCampina as of 31 December 2022
The Company fully endorses the Code by
applying the principles and best-practice
provisions or by explaining why the Company
deviates from the Code. The provisions listed
below are not applied for the reasons set out
above, unless these reasons are set out below:

2.1.7-2.1.9

Independence of the Supervisory Board: see
motivation under 'Supervisory Board -
Composition, independence and appointment’

2.2.2

Appointment and reappointment terms of
Supervisory Board members: deviation
concerning the Chairman of the Supervisory
Board: see motivation under 'Supervisory Board
— Composition, independence and appointment'

2.3.2

Institution of committees: the Remuneration
Committee and the Selection and Appointment
Committee, for practical reasons, have been
combined into the Remuneration, Nomination and
Governance Committee
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234

Composition of committees: the composition of
the Audit and Risk Committee, the Remuneration,
Nomination and Governance Committee and
Sustainability Committee deviates from the best-
practice provisions of the Code, which stipulate
that more than half of the members of the
committees should be independent: see
motivation under 'Supervisory Board Committees'
2.8.1-2.8.3

Takeover bids: the best-practice provisions in
respect of takeover bids are not applicable in
view of the fact that all shares in the Company'’s
capital are held by the Cooperative and are not
listed

3.1.3,3.4

Discussion of the Executive Board’s remuneration,
publication of remuneration report, most
important components of employment conditions
for the Executive Board: the Company applies the
statutory exception as defined in Article 2:383b
of the Dutch Civil Code for so-called 'private
public liability companies' For a more detailed
explanation of the remuneration policy and the
increased transparency to be provided over time
about the remuneration paid to members of the
Executive Board and the Supervisory Board, see
the remuneration report on page 91

4.1-4.4.8

General Meeting of Shareholders: best-practice
provisions in respect of the general meeting of
shareholders, information provision and briefings,
voting and the issue of depositary receipts for
shares are not applicable in view of the fact that
all shares in the Company’s capital are held by
the Cooperative and are not listed
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Report by the Supervisory Board

The Supervisory Board is an independent
body of the Company responsible for
supervising and advising the Executive
Board. In addition, the Supervisory Board
oversees general business progress, the
strategy and the operational performance
of the company. In this respect, the Board
also focuses on the effectiveness of the
Company'’s internal risk management and
control systems and the integrity and
quality of the financial and non-financial
reporting. In the performance of its duties,
the Supervisory Board is led by the interests
of the Company and its associated
companies, and takes the relevant interests
of all parties involved in the company into
consideration in this respect. During the
year under review, the Supervisory Board
(the 'Board’) carried out its tasks in
accordance with the applicable laws and
regulations and the Articles of Association
of Royal FrieslandCampina N.V. (the
‘Company’).

Composition, independence and diversity
Composition of the Supervisory Board and its
committees; independence

During the year under review, the Supervisory
Board of the Company consisted of internal
members, being those members who are also
members of the Board of Zuivelcodperatie
FrieslandCampina U.A., and external members.
All external Board members are independent in
the sense of the Corporate Governance Code (the
'‘Code') and the Supervisory Board's regulations.
The composition of the Supervisory Board and its
committees as of 17 February 2023 is shown on
page 219.

Pursuant to an internal self-assessment started

in November 2021, the Supervisory Board, to
promote its effectiveness, decided to change

the composition of the Board and to reduce its
members from 13 to nine, effective 13 December
2022. Following consultation with the CWC and
the General Meeting of Shareholders, this change
was set out in the profile sketch that went into
effect on 13 December 2022. Pursuant to the
changed profile sketch, the Supervisory Board is
considered justly composed when it consists of
five internal members and four external members.
The five internal members must consist of at least
three and, at most, five members of the Board of
the Cooperative, including the Chairperson, and

a maximum of two members of the Cooperative
who are not members of the Board of the
Cooperative. The selected composition reflects
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the dominance of internal members within the
Supervisory Board. Effective 13 December 2022,
René Hooft Graafland (external member of the
Supervisory Board), and Sandra Berendsen and
Angelique Huijben-Pijnenburg (both internal
members of the Supervisory Board) stepped
down due to the expiry of their term. Effective

13 December 2022, Cor Hoogeveen (also an
internal member of the Supervisory Board)
stepped down as member of the Board in
connection with the aforementioned changed
composition of the Supervisory Board, whereby
the entire Board of the Cooperative is no longer
a member of the Supervisory Board.

The Board is very grateful to René Hooft
Graafland, Sandra Berendsen, Angelique Huijben-
Pijnenburg and Cor Hoogeveen for their valuable
contributions to the its deliberations; their
knowledge and experience was highly valued.
Effective 13 December 2022, Sandra Berendsen
was appointed Advisor to the Audit and Risk
Committee for a period of one year. In view of the
number of changes within this committee, her
broad experience with FrieslandCampina, her
financial background and experience with Audit
and Risk Committee-related matters, the
Supervisory Board appointed her External
Advisor.

Effective 13 December 2022, the Supervisory
Board appointed Marleen Vaesen and Baptiest
Coopmans as external members of the
Supervisory Board, as a result of which the Board
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consists of four external members and five
internal members effective from 13 December
2022. Pursuant to its self-assessment, the
Supervisory Board decided that the Vice-
chairman of the Board of the Cooperative will no
longer be Vice-chairman of the Supervisory
Board at the same time and effective

13 December 2022, the Board appointed Baptiest
Coopmans as Vice-chairman of the Supervisory
Board.

Diversity

The aim is to achieve a balanced composition
of the Supervisory Board, with a combination of
different experiences, backgrounds, skills and
independence of its members. This would best
enable the Supervisory Board to discharge its
various obligations in relation to the Company
and its stakeholders. The aim is also to achieve
a balanced ratio of men and women on the
Supervisory Board. The target in this respect
is to have at least one-third of the seats on the
Supervisory Board occupied by women and at
least one-third by men. With four female
members out of a total of 12 positions up until
13 December 2022 and three female members
out of a total of nine positions effective from

13 December 2022, the Supervisory Board's
composition is in line with the objectives of the
diversity policy.

Roster of appointments and retirements
of the Supervisory Board
(as of 17 February 2023)
Start date of initial term
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Reappointed for
new term in December

Expiry of current term
in December

S.S.U. Attema*
N. den Besten**
H.T.J. Hettinga

12 November 2021
7 October 2021
20 December 2016

E. Jellema 17 December 2019
G.Z. Kemna* 17 December 2019
H.W.J. Schipper* 17 December 2019
H. Stocker 14 December 2011
M. Vaesen# 13 December 2022

J.B.P. Coopmans* 13 December 2022

2020

2015, 2019

12 November 2025
7 October 2025
2024

2023

2023

2023

2023

2026

2026

# External Supervisory Board member, not being a member of the Board of Zuivelcodperatie FrieslandCampina U.A.
*  S.S.U. Attema was appointed on 12 November 2021 for a four-year term that expires on 12 November 2025
** N. den Besten was originally appointed effective 14 December 2021, but the Members' Council on 7 October 2021 decided

to advance the effective date to 7 October 2021

Supervisory Board members are appointed for a
maximum of two four-year terms, followed by a
third two-year term that can be extended once by
another two years (4+4+2+2). A Supervisory
Board member, who in his/her third term is
Chairman of the Board, is eligible for
reappointment for another two-year term that can
be extended once by another two years
(4+4+42+2+2+2).
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Meetings of the Supervisory Board

The Supervisory Board met 11 times during the
year under review. Apart from the regular
meetings there was also contact among members
of the Supervisory Board, as well as with
members of the Executive Board and the
Executive Leadership Team. To prepare for the
meetings, the Chairman, Vice-chairman and René
Hooft Graafland regularly spoke with the CEO and
CFO, among others. During the year, the Board
also met several times outside the regular
meeting cycle to discuss strategic M&A projects,
which were also discussed several times in
smaller sub-committees of the Supervisory
Board, which at times were also attended by
members of the Executive Board and the
Executive Leadership Team.

2022 was very much characterised by
unprecedented high inflation and this was
extensively discussed during all regular meetings.
This resulted in significantly increased production
costs for raw materials, transportation and
energy, among other things. Where possible, the
Company introduced necessary price increases,
which caused volumes in consumer markets to be
under pressure. The Trading business group and
the Professional business benefited from high
commodity dairy prices and the Ingredients
business group’s volume also increased.

The Supervisory Board, in part during its visit to
Ghana and Ivory Coast, extensively discussed the
risks relating to economic developments and

exchange rates in the Sub-Saharan Africa region
that had a material, negative impact on the 2022
FrieslandCampina group results. In addition,
discussions were held and decisions were made
about adjustments to the production network that
are expected to have a positive impact over the
long term, but will also result in the devaluation of
assets and restructuring provisions over the short
term.

In multiple Board sessions, the update on and the
acceleration of the strategy in various business
groups in the context of the need for a company
transformation was extensively discussed with
the Executive Board and other members of

the Executive Leadership Team. Attention was
focused on various aspects such as improved
milk valorisation, progress in the area of
innovation, the sustainability strategy and the
various milk scenarios. In addition, the specific
implementation of the strategy and the
associated potential risks were also discussed.

During the year under review, the Board
extensively discussed the integrated Nourishing
a better planet sustainability programme and the
‘On the road to climate-neutral dairy’ climate plan
published in April. FrieslandCampina aims to
produce dairy net climate-neutral by 2050 at the
latest. The objectives and actions required to
achieve reduced emissions by 2030 were
discussed in this context. Furthermore, in April
2022, an additional sub-committee of the
Supervisory Board, the Sustainability Committee,
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was established. It will discuss the long-term
sustainability vision and strategy, set
sustainability targets and advise the Supervisory
Board. This committee also monitors the
realisation of sustainability targets and provides
advice concerning possible ways of using
innovation to achieve these targets. In addition,
the committee monitors talent, leadership and
culture development relating to sustainability.
The institution of this committee emphasises

the importance of sustainability for
FrieslandCampina. During the meetings,
discussions were also held and decisions were
made concerning adjustments to the Foqus
planet Sustainable development sustainability
programme. Effective 1 January 2023, member
dairy farmers will have better insight in advance
into what certain sustainability efforts will yield in
euros. More money will be made available for
sustainability with a focus on climate; member
dairy farmers will receive higher remuneration for
reducing greenhouse gas emissions.

In addition, the sale of part of the consumer
business in Germany was discussed with the
Board, which subsequently approved it. Following
a strategic reconsideration, it was decided that
the Friso infant nutrition activities will continue to
be an important part of FrieslandCampina’s
business portfolio.

The desired future financing of the Company was
also elaborately discussed. A new ongoing credit
facility was approved with performance indicators
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relating to sustainability that are fully in line with
FrieslandCampina’s existing climate, sustainability
and nutritional targets. The renewed member
financing, where members must hold a milk
certificate for every kilo of supplied milk, went
into effect on 1 January 2022. This couples an
important part of the members’ capital to the milk
supplied by members and a Cooperative solution
for the future tradability of member bonds. It also
reduces the skewed growth of contributed capital
due to the greying population. The issue of milk
certificates improves the quality of the
Company’s equity. Furthermore, the Board
approved a mandate to refinance loans that are
due to expire in 2023 and 2024.

The more regular topics were also discussed
during the meetings. The financial position, the
annual budget, partnerships, major investment
proposals, the progress of major investment
projects and internal risk management received
due attention. The Board was informed of and
approved the internal auditor's Audit Plan and
activities. In February of the year under review,
the 2021 financial statements and the text of the
Annual Report were discussed with the Executive
Board and the external auditor, and approved by
the Board. The report concerning the findings for
the first half-year was set out by the external
auditor and the auditor's management letter was
discussed with management. The report did not
contain any material points of attention.

In 2022, special attention was devoted to the

following topics:

— The proposal concerning the adjustment to
the reserve policy as set out in the milk price
regulation was discussed as part of the new
member financing and approved by the Board,
whereby, over the 2023-2025 financial years,
40 percent of the profit will be paid as a
supplementary cash payment and 60 percent
will be added to the retained earnings

— The Board was regularly informed of the
progress made in the area of sustainability,
safety and digital security

— The Board was informed about how
management monitors the effective execution
of investment projects

— Activities in the area of potential acquisitions
and partnerships were regularly discussed

— The flexibility of the business structure was
further increased to enable the Company to
anticipate, even faster and more effectively,
the opportunities in and the demands of its
most important markets, for example, by
entering into strategic partnerships

— The Board proposed a change to the
remuneration of the members of the
Supervisory Board effective 1 January 2023,
and to bring it in line with the remuneration
policy The Annual General Meeting of
Shareholders adopted the revised
remuneration

— Talent development and retention within the
Company and succession planning were
elaborately discussed
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Supervisory Board committees

The Supervisory Board has established three
committees that provide advice to the Board

on specific tasks and that prepare specific
decisions. These are the Audit and Risk
Committee, the Remuneration, Nomination

and Governance Committee and, effective from
11 April 2022, the Sustainability Committee.
The tasks of these committees follow from the
committee regulations, which form part of the
Supervisory Board's regulations and are posted
on the Company's website. These tasks are
summarised in the section on Corporate
Governance on page 79.

Audit and Risk Committee

During the year under review, the Audit and Risk
Committee met five times in the presence of
management, including the CFO and the officers
responsible for the relevant corporate services
departments. In four meetings, the external
auditor was present during the discussion of a
number of agenda items. There was also contact
among the members of the Committee and with
management, outside the meetings. In addition, in
November, an extra meeting took place to discuss
the 2023 budget. After each meeting, the
Chairman of the Audit and Risk Committee
reported to the Supervisory Board on the
Committee’s findings. The Audit and Risk
Committee met twice a year with the external
auditor in the absence of the Executive Board.
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The 2021 Annual Report and financial statements
were discussed during the year under review, as
was the external auditor's report concerning the
financial statements and the Executive Board's
statement of executive responsibility included in
the 2021 Annual Report. During discussions of the
Company's results, the annual and semi-annual
reports, the Audit and Risk Committee, in
particular, devoted attention to the more technical
reporting aspects, such as the outcome of the
goodwill impairment test, the recognition of
disposals, the tax position, including the deferred
tax assets, mitigating currency risks, particularly
in Nigeria, the closure of production facilities in
the Netherlands and Thailand, and the valuation
of tangible and intangible fixed assets.

The planned activities of the external auditor
were discussed on the basis of the external
auditor's Audit Plan, which was approved by the
Supervisory Board. The 2022 half-year report, the
2022 interim report of the external auditor and, in
particular, its interim audit findings were
extensively covered during the year under review.
The list of assignments provided to the external
auditor by the Company was approved by the
Audit and Risk Committee on four occasions
during the year under review. The Audit and Risk
Committee was of the view that the external
auditor maintained its independence.

Each year, the Audit and Risk Committee
discusses and approves the internal auditor's
Audit Plan and activities and advises the
Supervisory Board on this. In addition, during
each meeting, the internal auditor reports to the
Committee on the activities carried out, and the
audit findings and the progress on the follow-up
actions arising from earlier findings are
discussed. Furthermore, the Audit and Risk
Committee was informed about the functioning of
the internal control framework, the privacy-
related findings, the outcome of large CAPEX
project reviews and the outstanding vacancies
within internal audit, which put the execution of
audits under pressure during the year under
review. The Audit and Risk Committee concluded
that the effectiveness of the internal control
assessments is up to par.

The Audit and Risk Committee was regularly
informed by a number of managers (Accounting,
Treasury, IT, Tax, Legal Affairs, Privacy and HR)
about their activities. The outcome of the analysis
of the key business risks and the activities being
carried out to mitigate these risks were also
reported. In addition, the Committee discussed
the non-financial reporting and preparing for
existing and expected laws and regulations
relating to non-financial reporting and reporting
on sustainability, as well as the organisation
structure required to effectively anchor all this
within the Company. Compliance with the
FrieslandCampina Compass Code of Conduct and
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the performance indicators that are monitored in
this respect, such as the degree to which
employees are aware of the underlying
programme, were also discussed. The activities
of the 2022 programme for good business
behaviour were highlighted, as well as the
material Speak Up issues and the measures
implemented in this regard.

The long-term financing strategy was on the
agenda of multiple meetings and in this respect
the Committee provided positive feedback to the
Supervisory Board that, in the context of the
sustainability strategy, green financing with a link
to sustainability objectives has been attracted.
For example, a new ongoing credit facility was
approved with performance indicators relating to
sustainability that are fully in line with
FrieslandCampina’s existing climate, sustainability
and nutritional targets. In addition, the financing
plan was approved, including a mandate for
negotiating a loan with sustainability aspects and
the refinancing of loans.

In February 2023, the 2022 Annual Report and
financial statements were discussed, as was the
external auditor's report concerning the financial
statements and the Executive Board's statement
of executive responsibility included in the Annual
Report.
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Remuneration, Nomination and Governance
Committee

The Remuneration, Nomination and Governance
Committee met seven times during the year under
review and reported to the Supervisory Board on
its deliberations. In addition, there was frequent
mutual consultation and there was regular
contact with management, in particular with the
CEO, the Chief People Officer and various Human
Resources employees. The CEO and the Chief
People Officer were invited to be present for a
number of agenda items during various meetings
of the Committee and they attended these
meetings. Members of the Committee also met
several times with the Central Works Council.

The activities of the Remuneration, Nomination
and Governance Committee in the area of
remuneration included the usual preparation for
the Board'’s decision-making process concerning
achievement by Executive Board members of the
objectives for the variable remuneration for the
previous year. Proposed objectives for Executive
Board members for the year under review were
discussed as well as the performance of Board
members. Feedback about the conclusions was
provided to the relevant individual Executive
Board members. Furthermore, pursuant to the
internal evaluation, there was a great deal of
discussion during the financial year, and much
advice was given concerning the new

composition of the Supervisory Board, as
mentioned earlier. The Remuneration, Nomination
and Governance Committee was intensively
involved in the recruitment and selection of the
new Supervisory Board members appointed
effective 13 December 2022.

During the year under review, the Remuneration,
Nomination and Governance Committee
evaluated the remuneration and remuneration
policy for the members of the Supervisory Board.
In part pursuant to the external consulting firm’s
observation that the remuneration of the
members of the Supervisory Board was below the
applicable benchmark, the Committee extensively
discussed the remuneration for the members of
the Supervisory Board during multiple meetings.
It issued a positive recommendation to adjust the
remuneration of the members of the Supervisory
Board.

During the Members' Council meeting of February
2022, the details concerning the remuneration of
the members of the Executive Board and the
Supervisory Board for 2021 were reported to the
Members' Council. In December 2022, the details
concerning the remuneration of the members of
the Supervisory Board effective 14 December
2022 were reported to the Members' Council of
the Cooperative.

Annual Report Royal FrieslandCampina N.V. 2022 | 88

The Committee discussed the renewed
composition of the Executive Board and the
Executive Leadership Team, as described on
page 79, during multiple meetings.

Sustainability Committee

As mentioned earlier, a Sustainability Committee
was established effective 11 April 2022. It met five
times during the year under review and reported
to the Supervisory Board on its deliberations. This
Committee discussed the Climate Plan, the plan
to valorise sustainability initiatives and
adjustments to the Foqus planet Sustainable
development sustainability programme in detail.
In addition, it discussed various sustainability
ratings and the interaction, cooperation and
communication with various representatives. The
new structure of the sustainability department
was also discussed to ensure it is, as effectively
as possible, integrated into the rest of the
organisation.
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Attendance during meetings

The table below shows the presence of
Supervisory Board members at various meetings
in the year under review. Active Supervisory
Board members who were unable to attend a
meeting always provided input to the chairman
of the relevant meeting in advance. Observers of
the Supervisory Board were also present during
several meetings of the committees. The table
below only reflects when a member of the
relevant committee was present during a meeting
in the year under review.

Composition of the Executive Board and diversity
The composition of the Executive Board, as of

17 February 2023, is reported on page 221.

Up until 3 October 2022, the Executive Board
consisted of the Chief Executive Officer (CEO),
the Chief Finance Officer (CFO), the President,
Food & Beverage and the Chief People Officer.
Effective 3 October 2022, the Supervisory Board
appointed a fifth member, a Chief Supply Chain
Officer, to the Executive Board.

Meetings of the
Remuneration,

Meetings of Nomination and Meetings of the
Meetings of the the Audit and Risk Governance Sustainability
Supervisory Board Committee Committee Committee
Supervisory Board Members (11) (5) (7) (5)
S.S.U. Attema 111 717 5/5
J.W. Berendsen /M 5/5
N. den Besten /M 5/5
H.T.J. Hettinga /M
D.R. Hooft Graafland /M 5/5 717 4/5
C.C.H. Hoogeveen /M 4/4
A.A.M. Huijben-Pijnenburg /M il
E. Jellema 111
A.G.Z. Kemna 111 5/5
H.W.J. Schipper 6/11 6/7
H. Stocker /M
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Diversity

The aim of achieving a balanced composition also
applies to the Executive Board and the Executive
Leadership Team, where the combination of
different experiences, backgrounds, skills and
independence of members best enables them to
function optimally. In addition, the aim is to have
a balanced ratio of men and women on the
Executive Board, as well as the Executive
Leadership Team, with the objective of achieving
a representation of at least 30 percent men and
at least 30 percent women on both bodies.
During the year under review, the percentage of
women on the Executive Board was 25 percent
(up until 3 October 2022). Following the
appointment of the Chief Supply Chain Officer,
this percentage dropped to 20 percent.

The percentage of women on the Executive
Leadership Team during the year under review
was 23.1 percent up until 1 November 2022

and 28.6 percent after 1 November 2022.

As, in general, the preference is to recruit internal
candidates for both bodies, it is important that
the ranks below the Executive Board also include
sufficient women candidates. In future
appointments/reappointments, the balanced
participation of men and women will be
considered as an additional selection criteria. See
the overview on page 221 for the composition of
the Executive Leadership Team as of 17 February
2023. FrieslandCampina pursues a diversity
policy focused on increasing the number of
women in these ranks.
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Financial statements and profit appropriation

In the meeting of the Supervisory Board of 17
February 2023, the Board discussed the 2022
financial statements with the Executive Board and
approved the financial statements, after obtaining
the advice of the Audit and Risk Committee,
which had earlier discussed the financial
statements in February. The financial statements
were audited by PricewaterhouseCoopers
Accountants N.V., which provided an unqualified
auditor's opinion on them.

The 292 million euro consolidated profit in 2022
will be appropriated as follows: 62 million euros
is attributed to non-controlling interests and

96 million euros to the non-controlling interest
held by Zuivelcodperatie FrieslandCampina U.A.
Of the remaining 134 million euro profit, the
following interest payments are reserved: 29
million euros for the holders of member bonds,

9 million euros for the holders of perpetual bonds
and 9 million euros for the provider of the
Cooperative loan. An amount of 87 million euros
is attributed to the shareholder. The proposal is
to pay out an amount of 85 million euros in the
form of a supplementary cash payment from the
retained earnings and the amount attributed

to the non-controlling interests held by
Zuivelcooperatie FrieslandCampina U.A.

The General Meeting of Shareholders will be
asked to discharge the members of the Executive
Board for their management during the 2022
financial year. Furthermore, the General Meeting
of Shareholders will be asked to discharge the
members of the Supervisory Board for their
supervision of the Executive Board during the
2022 financial year.

On 14 March 2022, the Members' Council of
Zuivelcoodperatie FrieslandCampina U.A. (the
‘Cooperative’) will be asked to grant approval of
the decision to adopt the 2023 financial
statements of Royal FrieslandCampina N.V.,
including the profit appropriation. This decision is
taken by the Board of the Cooperative, which
exercises the Cooperative's shareholders' rights
and, in this capacity, functions as the General
Meeting of Shareholders of the Company.

In conclusion

The Supervisory Board is very grateful to the
Executive Board, the Executive Leadership Team
and all employees of FrieslandCampina for their
tremendous efforts and dedication in 2022. The
Board acknowledges the perseverance
demonstrated by so many during a year of
challenging conditions caused by unprecedented
high inflation.

Supervisory Board
Amersfoort, 17 February 2023
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Remuneration

On behalf of the Remuneration, Nomination and Governance
Committee of the Supervisory Board (RNGCo), FrieslandCampina’s
2022 Remuneration Report is presented below.

The Landscape

The dairy industry, as discussed in other sections of the Annual Report, is
under increasing scrutiny from governments and society particularly with
respect to sustainability impacts and efforts. The industry is therefore
transitioning rapidly, and FrieslandCampina intends to be at the forefront of
these changes.

As a multinational company present in 31 countries, FrieslandCampina
competes for talent on the international stage. Critical to us is that our
executive remuneration policies reflect both the purpose of the company,
and the ambitions and requirements of a global enterprise requiring talent to
innovate and perform, to lead the next generation of growth.

We are confident we have a policy that drives performance and can support
the recruitment, engagement and retention of qualified and experienced
Executive Board members and Supervisory Board members.

Transparency

In 2021, we started our stepped plan to provide more detailed information on
our remuneration principles, policies and the actual remuneration of our
Executive Board and Supervisory Board. We also communicated in the 2021
Annual Report that we would adopt a three-year plan to increase
transparency.
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As such, in the 2021 Annual Report we shared the on-target remuneration of
the Executive Board for 2022 by individual.

The additional steps taken in this year’s 2022 Annual Report is to include the
CEO pay ratio section (page 95) and the disclosure of the actual remuneration
paid to the Executive Board members over 2022 (page 95).

The last phase of the transparency plan is that in the 2023 Annual Report, the
(actually paid-out) remuneration of the Executive Board and Supervisory
Board will be reported on individual level, including the historical comparison
of the last two years (2022 vs 2023).

Remuneration Review

In accordance with our remuneration policy, the biennial review of the
remuneration of the Executive Board and the Supervisory Board was due
end of 2022, and the outcome of the approved remuneration changes as per
1 January 2023 can be found in section 3 (page 95) and section 4 (page 59)
for the Executive Board and Supervisory Board respectively.

Executive Board Change

During 2022 we also expanded the Executive Board with a Chief Supply Chain
Officer as per 3 October 2022. Given the importance of the supply chain
function in the present and future success of the company, we are pleased
we bring this experience and add this dimension to the Executive Board.
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1. Remuneration at a glance

The Executive Board Remuneration Policy has been designed to drive
performance and support the recruitment, engagement, and retention of
qualified and experienced board members. The short and long-term interests
of FrieslandCampina are captured in five underpinning remuneration
principles.

Remuneration principles of the Executive Board Remuneration Policy

The remuneration principles have been established in consultation with the
Supervisory Board and several stakeholders during 2021. The main objective
is to serve as a foundation for the remuneration design and the application of
it in policies and practices.

Connected to the business strategy

The design of the incentives aims to reward the successful implementation of
the company strategy. This is done by having underlying objectives in the
incentive plans that are linked to our business strategy Our Purpose, Our Plan
and to the sustainable long-term value creation of FrieslandCampina. The
mixture of long and short-term incentives enables attention on near term
performance balanced with longer term interests.

Competitiveness

An annual base salary that is positioned at market median, with a moderate
variable remuneration level to reflect the cooperative context, that leads to an
overall total direct compensation level around the 25th percentile of the
relevant market reference groups.

This results in relatively modest compensation levels that corresponds with
our cooperative structure while still allowing FrieslandCampina to compete for
executive talent in an international talent market.
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Linked to individual and company performance

The short-term variable compensation is tied to both individual performance
and annual financial performance.

The long-term variable compensation is linked to the interest of our owners
and financial long-term performance.

Focus on sustainability

The long-term variable compensation is linked to three-year goals comprising
financial and non-financial targets, with a strong weighting on sustainability
objectives. The target levels of the sustainability objectives are tied to
Nourishing a better planet and set at the beginning of each long-term
incentive plan.

Internal consistency and equity

The RNGCo of the Supervisory Board continuously monitors and evaluates the
performance and incentives to be awarded to the Executive Board.

The short-term and long-term incentive frameworks, and the standards for
assessing performance, are internally consistent with those that are
applicable to other eligible employees.

The Supervisory Board reviews, at least annually, the executive remuneration
policy. Practices comply with all relevant and applicable laws, regulations, and
standards of business ethics.

Overview of key remuneration elements of the Executive Board
The remuneration principle described above translate into the following key
remuneration elements of the executive remuneration policy:

Annual base salary

It rewards the main responsibilities of the role and aims to pay at the median
of the relevant market reference group. This fixed compensation element in
paid monthly in cash.
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Short-term incentive plan (STIP)

This incentive plan is tied in a set of financial objectives (70% weighting)

derived from FrieslandCampina’ s annual strategic plan and personal

objectives (30% weighting). The payout relates to the achievement of the
objectives after the end of the performance year and upon a sound financial
performance assessment.

— Financial objectives: include financial performance measures such as
earnings, strategic sales and cash flow that are key drivers of short-term
and long-term interest of FrieslandCampina.

— Personal performance: It is a set of 5 to 7 personal objectives that are
relevant for each role, and they are assessed at the end of the
performance year by the Supervisory Board. All Executive Board members
have a sustainability target in their personal objectives.

This variable incentive is paid out once a year in cash.

Long-term incentive plan (LTIP)

This incentive plan is tied to FrieslandCampina’ s purpose with focus on

A good living for our farmers now and for generations to come.

The LTIP is based on the performance of three objectives:

1. Milk performance price paid to our farmers, with 40% weight.

2. A set of sustainability objectives, with 40% weight.

3. Return on capital employed, with 20% weight.

The LTIP consists of a three-year performance period and pays out upon a
sound qualitative and quantitative performance assessment of the objectives
by the RNGCo.

This variable cash incentive is paid out at the end of the three-year
performance period.

Pensions and other benefits

The purpose is to provide income protection and support for retirement,
reimbursement of costs related to the execution of the role as well as
providing a company car or a mobility scheme instead.
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Variable remuneration target levels and performance bandwidth

Variable remuneration target levels

Short-term incentive Long-term incentive
plan (STIP) as percentage  plan (LTIP) as percentage
of base salary of base salary

Executive board

Chief Executive Officer 60% 75%
President Food & Beverage 50% 65%
Chief Financial Officer 50% 65%
Chief Supply Chain Officer 50% 65%
Chief People Officer 50% 40%

There is a performance bandwidth in both variable remuneration schemes:
minimum, at target and maximum performance. The bandwidth determines
the payout as a percentage of target level as follows:

— A minimum performance is achieved when the outcome of the financial
and personal objectives is below target but above the minimum level of the
plan. If the performance is assessed and considered to be below the
minimum level, it leads to ‘zero’ variable remuneration payout.

— At target performance is achieved when the outcome of the financial and
personal objectives is in line with the plan.

— A maximum performance is achieved when the outcome of the financial
and personal objectives is above the target level. Performance above the
maximum level is capped, so there is no remuneration payout above the
maximum.

The performance outcomes achieved between minimum, target and maximum
performance will result in intermediate pay-out, following a linear scale.
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Performance bandwidth, as percentage of target level

Minimum At target Maximum
Variable remuneration scheme
STIP 50% 100% 150%
LTIP 75% 100% 125%

2. Relevant market reference group for remuneration of the Executive Board
The remuneration package of the Executive Board is assessed against a
reference market group to offer a competitive remuneration package. This
market comparison is carried out every other year using a Dutch labor-market
reference group and an international sector-specific group.

International sector-specific benchmark

Dutch labor-market benchmark group group
AkzoNobel Agropur

ASML Arla Foods
DSM DMK

Heineken Fonterra
Jacobs Douwe Egberts Groupe Danone
KPN Jacobs Douwe Egberts
Nutreco Kerry Group
Randstad Lactalis
Refresco Nestlé (EU)
Unilever (EU) Refresco

VION Food Group Sodiaal

WoltersKluwer Unilever
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3. Remuneration of the Executive Board related to 2022 performance year

Annual Report Royal FrieslandCampina N.V. 2022 | 95

The table below shows the remuneration of the Executive Board members (for the period they were part of the Executive Board) related to 2022 performance year.

2022

In thousand euros

Executive board H.M.A.Schumacher R.F.van Neerbos J.G. Janssen D.A. Cutter? G.M. Fraser Total®
Annual base salary 930.0 710.0 590.0 142.5 387.5 2,760.0
short-term incentive plan (STIP) 2022 488.3 3525 309.8 74.8 203.4 1,428.8
Long-term incentive plan (LTIP) 2020-2022" 240.2 1201 901 13.6 401 504.2
Pensions 173.8 186.0 1091 26.4 85.9 581.3
Other benefits 325 331 43.7 571 110.9 277.3
Total remuneration pay out® 1,864.8 1,401.8 1142.7 314.4 827.9 5,551.5

1 Actual LTIP payout from the 2020-2022 plan that ended in 2022 and pays out in 2023. The LTIP award has been adjusted to pro-rata participation as Executive Board member during the plan 2020-2022.
For disclosure of LTIP cost in line with IFRS reporting requirements, which are ‘accrual-based’ see note 26 (page 157).
2 D.A. Cutter joined FrieslandCampina in October 2022, therefore the STIP and LTIP payout levels have been adjusted based on the pro-rata participation in 2022.

3 Due to rounding, this table will not always add to totals.

4. CEO Pay ratio

FrieslandCampina follows the calculation guidance on pay ratio as described
in the Dutch Corporate Governance Code applicable for 2022. This is
understood as the ratio between (i) the total annual remuneration of the CEO
and (ii) the average annual remuneration of the employees of the company
and group companies whose financial data is consolidated by the company.
The concept of CEO pay ratio is specific to the company’s industry,
geographical footprint and organisational model. FrieslandCampina has a
diverse employee population with a significant presence of its business and
employees in emerging markets with different pay levels and structures
compared, for instance, to the Netherlands.

In addition, the company performance has a direct impact on the variable
remuneration component of the CEO as the relative and absolute level is
higher compared to that of most of the employees and hence subject to more

variations. And lastly, the volatility of exchange rate fluctuations every year
can have an impact on the ratio.

Because of the reasons mentioned above, the Remuneration, Nomination and
Governance Committee (the Committee) does not have a specified preference
for CEO pay ratio.

The remuneration of the CEO, and the rest of the employees at
FrieslandCampina should be in line with the relevant internal and external
market references, the responsibilities and experience that are reflected in
the relative weight of positions.

FrieslandCampina’s internal ‘global’ pay ratio in 2022 is 37.5 based on the
remuneration of the CEO in 2022. The internal pay ratio comparing only
FrieslandCampina employees in The Netherlands in 2022 is 24.5.
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2022 2021
Remuneration in
thousand euros Average Average
remuneration of remuneration of
CEO! employees? Pay ratio CEO! employees? Pay ratio
Worldwide 2,035.6 54.2 375 1,474.0 50.4 29.3
The Netherlands 2,035.6 83.1 24.5 1,474.0 81.4 181

1 Fixed remuneration and variable remuneration (actual STIP and LTIP cost in line with IFRS reporting requirements, which are ‘accrual-based’), social contributions, pension, expense allowance, etc.) as included in the
consolidated annual accounts on an IFRS basis. The Long-term remuneration does not reflect that Mr. Schumacher will step down as CEO of FrieslandCampina as per 30 April 2023, and therefore two Long-term
Incentive plans will forfeit in 2023.

2 Total wage costs in the financial year globally and in The Netherlands respectively (after subtracting the expense for the CEO) and divide this by the average number of FTEs globally and in the Netherlands
respectively (minus CEO) during the financial year.

The RNGCo recognized that the higher (short-term) variable remuneration pay 5. Attarget remuneration of the Executive Board at the beginning of 2023
out in 2022 has influenced the increased CEO pay ratio in 2022, compared to This table shows the remuneration levels of Annual base salary, STIP and LTIP
2021. at target per individual Executive Board member as per the start of 2023.

In 2022, Mr. Schumacher received a higher STIP (short-term incentive plan)
compared to 2021, in line with the increased performance of the company and
consequently higher pay out level of the Global STIP (short-term incentive

plan).

2023
In thousand euros
Executive board H.M.A.Schumacher'  R.F.van Neerbos J.G. Janssen D.A. Cutter G.M. Fraser
Annual base salary 967.2 738.4 613.6 592.8 403.0
Variable remuneration
Short-term incentive plan at target (STIP)' 2023 580.3 369.2 306.8 296.4 201.5
Long-term incentive plan at target (LTIP)' 2023-2025 725.4 480.0 398.8 385.3 161.2

1 The Annual base salary, STIP and LTIP at target of Mr. Schumacher reflect the at target remuneration for the entire year (2023) and does not take into account that Mr. Schumacher will step down as CEO of
FrieslandCampina as per 30 April 2023, as announced on 30 January 2023.
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6. Remuneration of the Supervisory Board related to 2022 performance year
The table below shows the actual paid remuneration per individual Supervisory Board member related to 2022 performance year.
2022

In thousand euros . .
Annual base Membership  Representational Total

remuneration committee fees and mobility costs remuneration Comments

D.R. Hooft Graafland 52.3 21.9 74.2 Stepped down per 13-12-2022
H.W.J. Schipper 55.7 6.3 62.0
A.G.Z. Kemna 55.7 12.9 68.6
M. Vaesen 3.4 0.5 3.8 Appointed per 13-12-2022
J.B.P. Coopmans 4.1 1.6 5.7 Appointed per 13-12-2022
A.A.M. Huijben-Pijnenburg 52.3 1.6 54.0 Stepped down per 13-12-2022
H.T.J. Hettinga 55.5 55.5
E. Jellema 55.5 55.5
C.C.H. Hoogeveen 52.3 6.0 58.3 Stepped down per 13-12-2022
J.W. Berendsen' 148.0 20.9 168.4 Stepped down per 13-12-2022
H. Stécker 55.5 55.5
N. den Besten 55.5 6.1 61.5
S.S.U. Attema’ 222.2 26.4 248.6
Totaal? 868.1 56.8 47.4 971.8

1 The chairperson and vice-chairperson do not receive additional remuneration for their membership of committees of the Supervisory Board and the annual base remuneration includes their position as chairman
respectively vice-chairman of the board of the cooperative.
2 Due to rounding, this table will not always add to totals.

7. Keyremuneration elements of the Supervisory Board 2022. The outcome of this remuneration review led to an updated annual base

The remuneration of the Supervisory Board aims to attract and retain
individuals with the relevant skills and experience to monitor and guide the
execution of the company strategy to ensure long-term value creation.

Remuneration review of annual fees and membership committee fees
Following the decision to change the structure to create more synergies
between the Cooperative Board and the Supervisory Board of
FrieslandCampina, the remuneration policies of both bodies were reviewed in

fees and membership fees of both the Supervisory Board and the Cooperative
Board to bring the remuneration levels to align with the 25" percentile of the
reference market.

The remuneration changes were adopted by the General Meeting as per
14 December 2022.
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2023
Supervisory Board Chair' chair? Member?
Annual base remuneration 265.0 85.0 70.0
Representational and mobility
costs 24.0
Membership Committee fees
Audit and Risk Committee 20.5 12.5
Remuneration. Nomination and
Governance Committee 20.5 12.5
Sustainability Committee 15.5 9.5

1 The Chair of the Supervisory Board does not receive additional remuneration (Membership
Committee fees) for the committee work of the Supervisory Board. The annual base
remuneration includes an ‘all-in’ fee for the position as chair of the Supervisory Board and of
the Cooperative Board.

2 The Vice-Chair of the Supervisory Board as well as other Supervisory Board members do not
receive an ‘all-in’ remuneration and may receive additional remuneration for membership of
committees of the Supervisory Board.

3 Supervisory Board members who are also member of the Cooperative Board receive an ‘all-in’
remuneration which includes the committee work of 145,000 euro for their (dual) role at the
Supervisory and Cooperative Board. The annual base fee of 70,000 euro represents the
remuneration related to the Supervisory role.

The remuneration levels of the Supervisory Board and respective
compensation for special committees is benchmarked by an external party
every other year against a specified reference group to ensure equity with
peer group companies.

A group of 9 companies from the 25 largest Dutch listed organisations (AEX
index) was defined in accordance with comparable revenue to
FrieslandCampina. having a “two-tier board” structure and excluding financial
services companies.

Dutch market benchmark group
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AkzoNobel
ASML

DSM

Heineken

KPN

Philips
Randstad
WoltersKluwer
Signify
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Taxes

FrieslandCampina takes its tax payment
obligations seriously.

Tax legislation and regulations

FrieslandCampina aims for timely, correct and full
compliance with tax legislation in all jurisdictions
in which the Company operates.
FrieslandCampina not only aspires to follow the
letter, but also the spirit of the tax legislation and
regulations that apply to all of its activities. This is
in line with the standards and values set out in
Compass: our guide for good business behaviour.

Tax position in the financial statements
FrieslandCampina provides its stakeholders

with reliable information. Financial as well as
non-financial figures are transparent, correct,
complete and up to date. Furthermore, financial
reporting complies with local laws and regulations
and Group accounting policies.

Tax planning

FrieslandCampina pays taxes in the countries

in which it operates in accordance with the
activities of its companies (tax follows the
companies) and does not make use of so-called
tax havens for tax avoidance. FrieslandCampina
operates in accordance with the single tax
principle and tries to avoid situations involving
double taxation and double non-taxation. The
Company does not implement any artificial tax
structures without commercial and economic
reality. FrieslandCampina adopts fiscally
defensible positions.

Transfer pricing

Intercompany transactions are subject to

internal transfer pricing guidelines. These internal
guidelines are in accordance with the at arm's
length principles set out in the OECD transfer
pricing guidelines. It is FrieslandCampina's
ambition to document the at arm's length conduct
of relevant transactions by signing bilateral or
unilateral transfer pricing agreements with tax
authorities. FrieslandCampina has embraced the
Base Erosion and Profit Shifting (BEPS) initiative
and has elaborated on this in its transfer pricing
documentation to ensure compliance with
published guidelines, including the Country
Report.

Tax management and risk management
FrieslandCampina's tax policy and tax control
framework promote a culture of consistent,
coherent and compliant tax conduct that is in
accordance with laws and regulations and with
the objective of creating a sustainable and
predictable tax position. FrieslandCampina is
convinced that building professional relationships
with tax authorities based on mutual respect,
transparency and trust contributes to this
predictability. If possible, this is confirmed in

a cooperative compliance regulation. In the
Netherlands, FrieslandCampina's homeland,
FrieslandCampina is a participant in the
Horizontal Monitoring programme of the Dutch
Tax and Customs Authority. FrieslandCampina's
Corporate Tax Department reports at least twice
a year to the Audit and Risk Committee.
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Tax Governance Code

The Confederation of Netherlands Industry
and Employers (VNO-NCW) presented a Tax
Governance Code in May 2022. The purpose of
this Code is to create greater transparency about
the fiscal position of Dutch listed and unlisted
companies and has since been embraced by
approximately forty large Dutch multinationals.
FrieslandCampina also endorses the Code and
will publish its first report pursuant to the Tax
Governance Code on the 2023 financial year.
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Consolidated income statement

In millions of euros

Note 2022 2021
Revenue (3) 14,076 11,501
Cost of goods sold (4) -11,822 -9,780
Gross profit 2,254 1,721
Advertising and promotion costs (4) -601 -504
Selling and general administrative costs (4) -922 -851
Other operating costs (5) -279 -95
Other operating income (5) 19 84
Operating profit 471 355
Finance income (6) 20 16
Finance costs (6) -63 -63
Share of profit of joint ventures and associates, net of tax (11) 15 14
Profit before tax 443 322
Income tax (7) =151 -150
Profit for the year 292 172
Profit attributable to:
- holders of member bonds 29 42
- holders of perpetual bonds 9 9
- provider of Cooperative loan 9 8
- shareholder 87 203
Shareholder and other providers of capital 134 262
Shareholder as holder of non-controlling interests 96 -168
Shareholder and other providers of capital
(incl. non-controlling interests shareholder) 230 94
Other holders of non-controlling interests 62 78

292 172
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Consolidated statement of comprehensive income

In millions of euros

Note 2022 2021

Profit for the year 292 172
Items that will or may be reclassified to the income statement
(net of tax):
- Effective portion of cash flow hedges 8 8
- Currency translation differences -46 44
- Currency translation differences reclassified to the income
statement (5) 12 29

Iltems that will never be reclassified to the income statement
(net of tax):
- Remeasurement of liabilities (assets) under defined benefit
plans 11 36
1 36

Other comprehensive income, net of tax -15 17
Total comprehensive income for the year 277 289

Total comprehensive income attributable to:

- shareholder and other providers of capital 134 365

- shareholder as holder of non-controlling interests 93 -162

Shareholder and other providers of capital

(incl. non-controlling interests shareholder) 227 203

- other holders of non-controlling interests 50 86
277 289
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Consolidated statement of financial position

At 31 December, in millions of euros

Note 2022 2021 Note 2022 2021
Assets Equity
Property, plant and equipment (8) 3,239 3,402 Issued capital (17) 370 370
Intangible assets (9) 1,403 1,503 Share premium (17) 731 14
Biological assets (10) 9 8 Other reserves (17) -289 -276
Deferred tax assets (19) 130 187 Retained earnings (17) 1,804 1,706
Joint ventures and associates (11) 116 113 Equity attributable to shareholder 2,616 1,914
Employee benefits (18) 9 8
Other financial assets (12) 70 48 Member bonds (17) 913 1,502
Non-current assets 4,976 5,269 Perpetual bonds (17) 301 301
Cooperative loan (17) 295 295
Inventories (13) 2,064 1,493 Equity attributable to other providers of capital 1,509 2,098
Trade and other receivables (14) 2149 1,605
Income tax receivables 19 24 Equity attributable to providers of capital 4125 4,012
Other financial assets (12) 320 151 Non-controlling interests shareholder (17) -284 =377
Cash and cash equivalents (15) 421 507 Equity directly attributable to providers of capital 3,841 3,635
Assets held for sale (16) 88 7 Other non-controlling interests (17) 330 326
Current assets 5,061 3,787 Total equity 4171 3,961
Liabilities
Employee benefits (18) 202 250
Deferred tax liabilities (19) 58 91
Provisions (20) 78 73
Interest-bearing borrowings (21) 993 1156
Other financial liabilities (22) 21 17
Non-current liabilities 1,347 1,587
Interest-bearing borrowings (21) 638 189
Trade and other payables (23) 3,658 3,091
Income tax payables m 134
Provisions (20) 47 30
Other financial liabilities (22) 59 64
Liabilities held for sale (16) 6
Current liabilities 4,519 3,508
Total liabilities 5,866 5,095

Total Assets 10,037 9,056 Total equity and liabilities 10,037 9,056
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Consolidated statement of cash flows

In millions of euros

Operating activities
Profit before tax

Adjustments for:

- interest

- depreciation of property, plant and
equipment and amortisation of
intangible assets

- impairments of non-current assets
and reversals thereof

- share of profit of joint ventures and

associates

- other finance income and costs
- result on divestments
Total adjustments

Movements in:
- inventories
- receivables
- liabilities

- employee benefits

- provisions

Total movements
Cash flows from operating activities

Dividend received
Income tax paid

Interest paid

Interest received
Net cash flows from operating activities

Note 2022 2021
443 322
(6) 23 21
(8)
(9) 448 465
(8)
(9) 140 14
(1) =18 -14
ol 16
o) -22
600 480
-624 -88
-508 -154
550 315
-1 -160
(20) 21 14
-572 -73
471 729
13 17
-169 -132
=B -35
13 15
293 594

Cash and cash equivalents also includes overdrafts that are repayable on demand and form an integral part of the

cash management of FrieslandCampina.

Investing activities

Investments in property, plant and equipment
and intangible assets

Disposals of property, plant and equipment,
intangible assets and assets held for sale
Divestments of businesses, net of cash and
cash equivalents (5)
Loans issued

Acquisitions, net of acquired cash and cash
equivalents

Net cash flows used in investing activities

Financing activities

Dividend paid

Interest paid to holders of member bonds

Interest paid to holders of perpetual bonds

Repayment of member bonds

Conversion of member bonds and capital contributions
Interest-bearing borrowings drawn

Repayment of interest-bearing borrowings

Repayment of lease liabilities

Payment of contingent consideration (27)
Settlement of derivatives and other

Net cash flows from/used in financing activities

Net cash flow

Cash and cash equivalents at 1 January’
Net cash flow

Currency translation differences on cash
and cash equivalents

Note 2022 2021
-458 -326
15 44
48 90
=174 -108
=1 -2

-570 -302
-60 -42
=22 -42
=£ -9
-54

23

1,535 1,610
=,221] -1,553
-67 -61
=8 -2
-2 1

174 -152

-103 140

505 339

-103 140

2 26

404 505

Cash and cash equivalents at 31 December?
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Consolidated statement of changes in equity

In millions of euros

2022
Other reserves
Equity
Equity Non- directly
Currency attribu-  controlling attribu- Other
Cash flow trans- table to interests table to non-
Issued Share Member Perpetual  Coopera- hedge lation Retained providers share- providers controlling Total
capital premium bonds bonds tive loan reserve reserve earnings of capital holder of capital interests equity
At 1January 370 14 1,502 301 295 6 -282 1,706 4,012 =877 3,635 326 3,961
Comprehensive income:
- profit for the year 29 9 9 87 134 96 230 62 292
- other comprehensive income 8 =21 13 -3 -3 =12 -15
Total comprehensive income
for the year 29 9 9 8 -21 100 134 93 227 50 277
Transactions with providers of
capital recognised directly in
equity:
- dividends paid -14 -14 -14 -46 -60
- interest paid =24 -9 -9 12 -30 -30 -30
- conversion of member
bonds and capital
contributions 617 -594 23 23 23
Total transactions with
providers of capital 617 -618 -9 -9 -2 =21 =21 -46 -67

At 31 December 370 731 913 301 295 14 =303 1,804 4125 -284 3,841 330 4171
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2021
Other reserves
Equity
Equity Non- directly
Currency attribu-  controlling attribu- Other
Cash flow trans- table to interests  table to non-
Issued Share Member Perpetual  Coopera- hedge lation Retained providers share- providers controlling Total
capital  premium bonds bonds tive loan reserve reserve earnings of capital holder of capital interests equity
At 1January 370 14 1,560 301 295 -2 -350 1,441 3,729 =212 3,517 300 3,817
Comprehensive income:
- profit for the year 42 9 8 203 262 -168 94 78 172
- other comprehensive income 8 68 27 103 6 109 8 17
Total comprehensive income
for the year 42 9 8 8 68 230 365 -162 203 86 289
Transactions with providers of
capital recognised directly in
equity:
- dividends paid =42 -42
- interest paid -46 -9 -8 14 -49 -49 -49
- repayment member bonds -54 -54 -54 -54
- reallocation of goodwill due
to changes in segments 21 21 -3 18 -18
Total transactions with
providers of capital -100 -9 -8 35 -82 -3 -85 -60 -145

At 31 December 370 14 1,502 301 295 6 -282 1,706 4,012 -377 3,635 326 3,961
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Notes to the consolidated financial statements

General

Royal FrieslandCampina N.V. has its registered office in Amersfoort, the
Netherlands. The address is: Stationsplein 4, 3818 LE, Amersfoort, the
Netherlands. The Company is registered in the Chamber of Commerce’s
Trade Register, No. 11057544. The consolidated financial statements for
the year ended 31 December 2022 comprise the financial statements of
Royal FrieslandCampina N.V. and its subsidiaries (jointly referred to as
FrieslandCampina).

Zuivelcooperatie FrieslandCampina U.A. (‘Cooperative’) is the sole
shareholder of Royal FrieslandCampina N.V.

FrieslandCampina processes approximately 10 billion kilograms of member
milk annually into a wide range of dairy products containing valuable
nutrients for consumers. In the professional market, FrieslandCampina is a
key producer and supplier of dairy products to bakeries, restaurants, bars
and fast-food chains. FrieslandCampina also produces and supplies high
quality ingredients for manufacturers in the food industry and
pharmaceutical sector.

The Consolidated financial statements have been prepared on a going
concern basis.

Basis of measurement and valuation of results
The significant accounting policies for financial reporting are included in
Note 30.

Changes in accounting policies

New and revised standards, amendments and interpretations as applied
by FrieslandCampina

The changes in IFRS 3 Business Combinations, IAS 16 Property, Plant and
Equipment and IAS 37 Provisions, Contingent Liabilities and Contingent
Assets have been applied for the first time in 2022, but do not have a
significant impact on the consolidated financial statements of
FrieslandCampina.

Other revisions or amendments in Standards or IFRIC interpretations
do not have an impact on the consolidated financial statements of
FrieslandCampina.

New and revised standards, amendments and interpretations issued but
effective for the financial year starting on 1 January 2023 without early
adoption

Multiple amendments to standards and interpretations that are effective for
annual periods starting after 1 January 2023, have not been early adopted
in these consolidated financial statements. These are not expected to have
any significant impact on the consolidated financial statements of
FrieslandCampina.

Statement of compliance

The Consolidated financial statements have been prepared in accordance
with International Financial Reporting Standards as endorsed by the
European Union (EU-IFRS). Where applicable, these also comply with the
financial reporting requirements included in Part 9 of Book 2 of the Dutch
Civil Code.

The Company income statement is presented in accordance with the
exemption of article 2:402 of the Dutch Civil Code.

After authorisation for issue by the Executive Board and the

Supervisory Board on 17 February 2023 the financial statements of
Royal FrieslandCampina N.V. as at 31 December 2022 will be made
available for publication by the Executive Board on 21 February 2023.
On 7 March 2023 the financial statements will be submitted for approval
to the General Meeting of Shareholders of Royal FrieslandCampina N.V.
being Zuivelcodperatie FrieslandCampina U.A., represented by its Board.
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Basis of measurement

The Consolidated financial statements have been prepared on a historical

cost basis, except for the following material items in the statement of

financial position:

- derivatives measured at fair value through profit or loss or at fair value
through other comprehensive income;

- net pension liability (asset) under the defined benefit pension plan,
measured at the fair value of the plan assets less the present value of
the accrued pension entitlements.

Functional and presentation currency

The Consolidated financial statements are presented in euros, which is also
the functional currency of the Company. All financial information presented

in euros has been rounded off to the nearest million, unless stated
otherwise.

Judgements, estimates and assumptions

The preparation of the Consolidated financial statements in accordance
with EU-IFRS requires management to make judgements, estimates and
assumptions that affect the application of accounting policies and the
reported amounts of assets, liabilities, income and expenses. The actual
results may differ from management’s estimates.

Estimates and underlying assumptions are reviewed on an ongoing
basis taking into account the opinion and advice of (external) experts.
These estimates and assumptions include the sustainability-related
developments.

Climate change
In preparing the Consolidated Financial Statements management has

considered the impact of climate change on the financial position, amongst
others in the measurement of non-current assets. In addition, the impact of

climate change is considered in the context of the disclosures included in
the Board Report this year and the stated ambition to produce net climate
neutral by 2050. Management has set intermediate goals for 2030,
reducing the greenhouse gas emissions for the Company’s worldwide
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operations and logistics (so-called scope 1 and 2), for emissions at the
farms of the member dairy farmers (so-called scope 3) and the emissions
produced in relation to sourced dairy products, basic dairy products,
packaging, raw materials and external production (scope 3 - other).

The following specific points were considered:

- Uncertainties in global milk supply, with the decline exacerbated by
recent cost increases and deteriorating weather conditions driven by
drought. Increasing volatility of the milk price and unpredictability of
the size of the milk supply make it more difficult to match supply and
demand. Despite all the measures taken, this remains an inherent risk
for FrieslandCampina. In addition, there is additional pressure due to
increased government measures, which could potentially result in a
decrease in milk supply in the coming years. Specifically in the context
of possible reductions in livestock in the Netherlands due to the nitrogen
crisis. If the current government plans regarding a 30% nitrogen
reduction are implemented, in the most worst case scenario this will
lead to a reduction of the milk supply to less than 8 billion kilogram on
an annual basis. This will lead to lower growth, adjustments in the
production network and changes to partnerships, while the cost base
will also have to be structurally reduced and significantly less can be
invested in the supply chain. Lower milk supply will also have an impact
on member financing through milk certificates and thus the financing
of the Company.

- FrieslandCampina continues to invest in renewable energy generation
solutions for her facilities and scenario’s for a sustainable footprint of
her supply chain have been developed. Reduction of greenhouse gas
emission is an integral factor in the global supply chain and footprint
strategy. FrieslandCampina has developed greenhouse gas reduction
plans for her supply chain facilities. Investments are needed to meet the
2030 target reduction of 63% (versus base year 2015) greenhouse gas
emissions (scope 1and 2) from worldwide operations and logistics.
Management expects that the required investments will not result in
lower net results in the future, as higher costs should be compensated
by increased efficiency, cost reductions and higher sales prices of our
products.
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- FrieslandCampina is conducting both short- and long term water risk
assessments for its supply chain facilities. Management expects that
the required investments will not result in lower net results in the future.

- Management acknowledges that managing climate change risk
effectively implies developing robust mitigation plans and the agility to
anticipate any possible regulatory and legal change. The impact of
climate change on, for example drought and floods, is uncertain. This is
also the case for the impact of more strict environmental rules and
regulations. As governments consider various measures, such as carbon
taxations, this could have an impact on The Company’s financial
performance. Management continues to build its understanding of the
impacts of climate change and, through OECD guidelines, will continue
to extend its assessment of climate change impacts on its operations,
transport, farms of member dairy farmers and sourced products.

- Management has considered the impact of climate change scenarios,
as mentioned above, on the estimates of future cash flows used in
impairment assessments of the carrying value of non-current assets.

In relation to the capex decisions, the climate impact of specific
production lines and factories are considered to ensure that the
sustainability targets are met and the facilities meet the regulatory
requirements. Management has assumed the milk supply development
to slightly reduce in the forecasts. In the cash flow projections no cash
outflows for restructuring programs of site closures are included, as no
restructuring plans have been committed to, nor have site closures been
decided yet. Should management decide on a site closure and
restructuring, this would result in an impairment of the asset value and
restructuring costs at the time of decision and will result in a reduction
of costs in the future. Management expects that the impact on the cash
flow projection is minimal, as necessary investments and adjustments
will be earned back in the market.
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Most critic estimates and assumptions

Gains or losses following changes in estimates are recognised in the period

in which the estimates are revised and in any future periods affected.

The estimates and assumptions considered most critical are:

- impairments (Notes 8 and 9);

- useful life of property, plant and equipment and intangible assets
(Notes 8 and 9);

- lease terms and the projected use of right of use assets (Note 8);

- utilisation of tax losses and deferred tax assets and valuation of
uncertain tax positions (Notes 7, 19 and 24);

- provision for doubtful debts (Note 14);

- measurement of defined benefit obligations (Note 18);

- valuation of put option liabilities (Note 27);

- provisions and contingent liabilities (Note 20 and 24);

- liability for costs of exchanging currencies in Nigeria (Naira)
to USD (Note 5);

- key assumptions applied to determine the fair value of business
combinations and financial instruments (Note 2 and 27).

Consolidation of entities

During 2022 FrieslandCampina divested its interest in FrieslandCampina
HongKong Holding Il B.V., which included the interest in the Xiushui
production location. For further information see Note 5.

FrieslandCampina has a direct interest of 50% in DFE Pharma GmbH & Co.
KG. In addition, FrieslandCampina has an interest of 51% in
FrieslandCampina Engro Pakistan Ltd. FrieslandCampina has control over
both entities, among others due to a majority in the management board and
the entities dependence on the know-how, brands and supply of goods
made available by FrieslandCampina. These entities are therefore fully
consolidated with the recognition of a non-controlling interest.
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FrieslandCampina holds a 74.53% interest in Het Kaasmerk B.V. and a

60% interest in United Dutch Arizona Dairy Inc. Although FrieslandCampina
holds more than 50% of the shares in these entities, it has no control over
these entities based on the agreements. These interests are accounted for
using the equity method.

FrieslandCampina has an 89.56% interest in CMG Grundstlicksverwaltungs-
und Beteiligungs- GmbH and is entitled to 100% of the results of this
company based on an agreement. Assets and liabilities of this entity are
fully consolidated with the recognition of a non-controlling interest.

FrieslandCampina is the managing partner of FC C.V., an entity that
comprises of all of the business activities of FrieslandCampina (in the
Netherlands), except for the production and invoicing activities.
Zuivelcooperatie FrieslandCampina U.A. is the limited partner and is
entitled to 99.9% of the results in case of a profit and 100% in case of a
loss. FC C.V. is fully consolidated by the managing partner, inclusive of a
non-controlling interest that is directly attributable to the shareholder.

For more detailed information regarding the above see Notes 11 and 17 of
the financial statements.
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Segmentation

In 2022, FrieslandCampina has processed changes in the management
structure in which mainly the supply chain of business group Trading and
parts of the supply chain of business group Ingredients and business group
Specialised Nutrition have moved to business group Food & Beverage.
This impacts the internal deliveries in total revenue. Comparative figures
have been adjusted for this purpose. The segment changes did not result
in re-allocation of goodwill.

FrieslandCampina distinguishes the following four market-orientated
business groups, which are the operating segments disclosed in more
detail:

- Food & Beverage produces and provides consumers throughout the
world with dairy products, such as milk, yoghurt, condensed milk, dairy-
based beverages, cheese, quark, butter, cream and as of 2023 other
infant nutrition. The business group Food & Beverage focuses on the
consumer and professional channels.

- Specialised Nutrition produces and sells various types of infant nutrition.
This business group operates in various countries in Asia, Europe, Africa
and South America. As of 2023, business group Specialised Nutrition will
focus on the infant nutrition brand Friso in five important markets: China,
Vietnam, Malaysia, Greece and Mexico.

- Ingredients is a partner for brands and producers wishing to differentiate
themselves on the basis of healthy nutrition and wellbeing for consumers
in all stages of life. This business group focuses on ingredients for infant
nutrition and offers specific innovations and applications for adults
relating to medical and sports nutrition.

- Trading is involved in selling and procuring commodity dairy products for
internal customers and external business-to-business customers. Its
product portfolio comprises cheese, butter, milk powder and liquid
products, such as raw milk, cream, skimmed milk and milk concentrate.
FrieslandCampina Trading also limits the risk of rising or declining raw
material prices for dairy by hedging the Company’s fat and protein
positions.
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Corporate activities, discontinued operations and Global Shared Services
are recognised as other, since these activities cannot be classified under
the market-oriented business groups.

The identified operational segments concern the separate segments within
FrieslandCampina for which financial information is available that is
frequently evaluated by the Executive Board. The Executive Board consists
of the chief operating decision makers in deciding how to allocate
resources to the segment and in assessing the segment’s performance.
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Segmentation by business group

Revenue third parties
Internal deliveries’
Total revenue

Operating result

Financing income and -expenses

Result from joint ventures and associates
Profit before tax

Operating result as % net revenue from third parties
Carrying amount of assets employed in operating activities?
Carrying amount of other assets

Total assets

Liabilities resulting from operational activities®
Other liabilities
Total liabilities

Investments in property, plant and equipment and intangible assets*
Depreciation of property, plant and equipment and amortisation of intangible assets

Impairment of non-current assets
Reversal of impairment of non-current assets
Carrying amount of share in joint ventures and associates

Internal deliveries are accounted for in a similar way as transactions with third parties.
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2022
Food & Specialised

Beverage Nutrition Ingredients Trading Other Elimination Total
9,608 1,279 1,647 1,542 14,076

750 183 483 1,472 -2,888
10,358 1,462 2130 3,014 -2,888 14,076
113 190 182 109 =23 471
-43
1 14 15
443
12 14.9 111 7.1 B3
5,610 946 1,686 588 456 =514 8,772
1,265
10,037
2,903 490 321 106 688 =514 3,994
1,872
5,866
312 64 69 29 474
-245 -41 -93 -69 -448
=101 -6 =7 =7 -141
1 1
33 83 116

Relates to carrying amount of assets excluding deferred tax assets, joint ventures and associates, loans granted, securities, long-term receivables, corporate income tax receivables, receivables from Zuivelcodperatie FrieslandCampina U.A.,

cash and assets held for sale.

3 Relates to employee benefits, provisions, derivative payables, trade payables and other liabilities, excluding liabilities to Zuivelcodperatie FrieslandCampina U.A.
4 Relates to investments in property, plant and equipment and intangible assets, excluding investments related to right of use assets.
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Segmentation by business group

Revenue third parties
Internal deliveries’
Total revenue

Operating result

Financing income and -expenses

Result from joint ventures and associates
Profit before tax

Operating result as % net revenue from third parties
Carrying amount of assets employed in operating activities?
Carrying amount of other assets

Total assets

Liabilities resulting from operational activities®
Other liabilities
Total liabilities

Investments in property, plant and equipment and intangible assets*

Depreciation of property, plant and equipment and amortization of intangible assets
Impairment of non-current assets

Reversal of impairment of non-current assets

Carrying amount of share in joint ventures and associates

1 Internal deliveries are accounted for in a similar way as transactions with third parties.
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2021
Food & Specialised

Beverage Nutrition Ingredients Trading Other Elimination Total
7,935 1,086 1,249 1135 96 11,501

1,246 200 426 1,091 72 -3,035
9,181 1,286 1,675 2,226 168 -3,035 11,501
257 81 94 =31 -46 355
-47
3 1 14
322
3,2 7,5 7,5 -2,7 31
5,030 850 1,661 405 482 -467 7,961
1,095
9,056
2,413 392 242 193 678 -467 3,451
1,644
5,095
241 41 67 27 376
-252 -43 -93 -1 -76 -465
-7 -1 -6 -2 -16
2 2
32 81 13

2 Relates to carrying amount of assets excluding deferred tax assets, joint ventures and associates, loans granted, securities, long-term receivables, corporate income tax receivables, receivables from Zuivelcotperatie FrieslandCampina U.A.,

cash and assets held for sale.

3 Relates to employee benefits, provisions, derivative payables, trade payables and other liabilities, excluding liabilities to Zuivelcodperatie FrieslandCampina U.A.
4 Relates to investments in property, plant and equipment and intangible assets, excluding investments related to right of use assets.
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2022 2021 3. Revenue
Geographical information ) A
ancqf)[frft'”o% an(ig[;rr{t”:)gf Revenue by geographical 2022 2021
Revenue operating Revenue operating location of customers
third  non-current third  non-current % %
pailies EEETE parties assets The Netherlands 3,237 23 2,524 22
Germany 1157 8 981 8
The Netherlands 6,124 3,080 4,910 3,251 Rest of Europe 3,358 24 2,629 23
Germany 1153 265 930 370 Asia and Oceania 4194 30 3,643 32
Rest of Europe’ 1,819 331 1,511 323 Africa and the Middle East 1,534 1 1,255 1
Asia and Oceania? 3,544 785 3,050 778 North and South America 596 4 469 4
Africa and the Middle East 1182 125 911 125 14,076 100 11,501 100
North and South America 254 57 189 58
14,076 4,643 11,501 4,905
Revenue primarily consists of the sale of goods with settlement of the
This primarily includes the countries of establishment France, Belgium and Greece. . . . . e e
This primarily includes the countries of establishment Indonesia, China, Philippines, Thailand and Pakistan. performance obllgatlon by FrleS|andcampma ata pomt in time and not over
time.

The revenue is separated according to the country in which the operating
company is located. See Note 3 for the subdivision of revenue in the
geographical location of customers. The carrying amount of non-current
operating assets relates to property, plant and equipment and intangible
assets.

Acquisitions
During 2022 no significant acquisitions took place.
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Operating expenses In 2022 research and development expenses amounts to EUR 93 million

(2021: EUR 85 million), of which EUR 65 million relates to employee benefit

2022 2021 expenses (2021: EUR 58 million).

Milk from member dairy farmers -5,338 -3,821
Cost of other raw materials, consumables For an explanation of impairments, see Note 8 and 9. Impairments
and commodities -3,878 -3,510 are recognized in the cost of goods sold or in the selling, general and
Employee benefit expenses -1179 -1,158 administrative costs, unless related to restructuring or changes in
Depreciation of property, plant and equipment accounting of cloud computing agreements. For these impairments,
and amortisation of intangible assets -448 -465 see note 5.
Impairments of property, plant and equipment,
intangible assets and assets held for sale -18 -16
Advertising and promotion costs -601 -504 Employee benefit expenses 2022 2021
Transportation costs -641 -539 % %
Service costs from third parties and Wages and salaries -976 83 -957 83
agency staff costs =273 -250 Social security charges -106 9 -106 9
Energy costs -251 -195 Pensions and other long-term
Other -718 -677 employee benefits -97 8 -95 8
Total of the cost of goods sold, advertising Employee benefit expenses
and promotion costs and selling, general reported in operating expenses -1179 100 -1,158 100
and administrative costs -13,345 -11,135 Release pension provision reported

in other operating income 51

-1179 -1107

The costs of depreciation of property, plant and equipment and
amortization of intangible assets include EUR 59 million (2021:
EUR 60 million) depreciation for right-of-use assets, see Note 8.

Part of other operating expenses are lease expenses of in total

EUR 27 million (2021: EUR 24 million). These costs are primarily related
to the short-term leases of forklift trucks, variable expenses for storage
locations and the lease of low-value assets, such as pallets, industrial
clothing and office supplies.

The other operating expenses mainly relate to other personnel expenses,
office costs and costs for repairs and maintenance.
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Employees by business group
(average number of FTEs)

Food & Beverage

Specialised Nutrition

Ingredients

Trading

Corporate, Global Shared Services
and other

Employees by geographical region
(average number of FTESs)

The Netherlands
Germany

Rest of Europe

Asia and Oceania

Africa and the Middle East
North and South America

2022 2021

% %

15,604 72 16,066 71

2,273 10 2,493 1

1,837 9 1,937 8
54 71

1,947 9 2,394 10

21,715 100 22,961 100

2022 2021

% %

7,717 35 7,91 34

1,242 6 1,380 6

3,195 iS5 3,737 16

8,344 38 8,693 38

1,046 5 1,070 5

171 1 170 1

21,715 100 22,961 100
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Other operating costs and income

Other operating costs

Costs for exchanging foreign
currencies in Nigeria
Restructuring costs and release of
restructuring provisions

Provision for legal proceeding
Thailand

Impairments of non-current assets
(and reversals thereof) due to
restructuring

Result on divestment of businesses
Other operating costs

Other operating income

Release of pension provision
Income from the sale of property,
plant and equipment

Settlement contingent asset
Gain on sale-and-leaseback
transaction

Other operating income

2022 2021
-63
=47 4
=2 -58
-106 2
-23 -13
-38 -30
-279 -95
2022 2021
51
7 1
1
31
1 1
19 84
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Costs for exchanging foreign currencies in Nigeria

There is currently very limited availability of US dollars in Nigeria to meet
international payment obligations. As a result of this limited availability, the
necessary costs (exchange rate losses) to obtain US dollars have increased
sharply during 2022. The company has a liability to exchange Naira’s to

US dollars in the local market. This liability is entered into to meet
international payment obligations. For this, higher costs are incurred
compared to the official exchange rates in Nigeria. For this liability, costs
of EUR 63 million have been recognized under other operating costs, and
EUR 10 million under finance costs.

Restructurings

The restructuring costs and impairments of non-current assets as a result
of restructurings mainly relate to the decision to close or partially close
some production locations in the Netherlands, Germany and Thailand.

In the Netherlands, FrieslandCampina decided in 2022 to merge the
production activities of daily-fresh dairy in Rotterdam with the production
activities in Maasdam. On May 1, 2022, FrieslandCampina closed two
powder towers in Leeuwarden and on 1 December 2022 the closure of

a powder tower in Bedum was announced. In February 2023
FrieslandCampina announced to concentrate all butter production in
Lochem. As a result of this, the production location in 's-Hertogenbosch will
be closed medio 2025 and the production location in Lochem will be
expanded.

In Germany, FrieslandCampina announced the intended sale of German
consumer brands and activities to Unternehmensgruppe Theo Mdller on
June 15, 2022. The sale consists of the production sites and distribution
centers in Cologne, Heilbronn and Schefflenz, as well as some brands,
including Landliebe. As at December 31, 2022, the sale is subject to
approval from the German competition authority.

In addition, FrieslandCampina decided to early terminate a production
agreement with a large customer as per 1 March 2023, resulting in a
restructuring at the production location in Lippstadt.
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In Thailand, FrieslandCampina closed the production facility in Lak Si
on June 30, 2022.

As a result of the 2022 restructurings, impairments of property, plant and
equipment (EUR 106 million) and restructuring provisions (EUR 47 million)
were recognised as Other operating costs.

Provision for legal proceeding Thailand

On 31 May 2021, a court in Thailand issued a ruling in a business dispute
between FrieslandCampina Thailand and a business-to-business client.
The court, on the basis of its interpretation of the contract between both
parties, concluded that FrieslandCampina has charged its client too much
over a period of 10 years. Pursuant to this ruling, FrieslandCampina is
required to compensate its client for an amount of EUR 53 million.
FrieslandCampina disagrees with this ruling and has filed an appeal against
it. The outcome of the appeal is uncertain and therefore a provision is
recognised in accordance with the verdict, including interests and costs.

Other operating costs

The other operating costs mainly relate to strategic projects and
impairments related to cloud computing agreements, of which the
capitalization of costs is limited based on the recently published
interpretation of IFRS (IAS 38: Configuration or Customisation Costs
in a Cloud Computing Arrangement).
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Result on divestment of businesses

Divestment of production facility Xiushui (China)

On 1 September 2022 FrieslandCampina completed the sale of her
production facility for infant nutrition in Xiushui, through the sale of the
shares in FrieslandCampina HongKong Holding Il B.V. to Yili. The production
facility was part of business group Specialised Nutrition.

The results up to the date of the divestment were recognised in the income
statement. As of 1 September 2022 the activities are no longer being
consolidated. As a result of the divestment, the negative balance of
currency translation differences amounting to EUR 12 million, that was
processed in equity, was reclassified to the income statement. An accrual is
recorded for an expected compensation to the acquirer due to subsequent
costs. The divestment resulted in a loss of EUR 21 million and is reported
under other operating costs.

Fair value of the consideration received 51
Provision for compensation of costs incurred and claim

for final settlement -3
Assets transferred -67
Liabilities transferred 14
Costs related to divestment -4
Result on divestment of business -9
Reclassification currency translation differences

to the income statement =12
Result on divestment of business, including currency

translation reserve =21
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Additional restructuring costs and impairments have been processed by
other business units as a result of the divestment of the production facility
in Xiushui. An amount of EUR 2 million is reported as other operating costs.

In addition to the fair value of the consideration received, as disclosed
above, an amount of EUR 4 million is placed in an escrow-account.
This amount may be released in 2024 to the income statement when
certain conditions are met.

Settlement contingent asset

As part of the sale of the fruit juices and fruit drinks activities in the
Netherlands and Belgium, FrieslandCampina has agreed on a contingent
asset from the buyer. As per January 2022, both parties have agreed to
largely settle the contingent asset for a total amount of EUR 11 million.
The income as a result of the settlement is recognised in 2022 as other
operating income.

Finance income and costs

Finance income 2022 2021
Interest income 13 16
Other finance income 7

20 16
Finance costs 2022 2021
Interest expenses =36 =37
Foreign exchange losses on
receivables and payables =22 -5
Other finance costs -5 -21
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Other finance income comprise the positive result from hedging derivatives
in the amount of EUR 7 million (2021: EUR 7 million negative).

Interest expenses, among other things, relate to accretion of lease liabilities
of EUR 3 million (2021: EUR 3 million).

Higher costs for exchanging foreign currencies related to dividend
payments in Nigeria are recorded as part of the foreign exchange losses
on receivables and payables, see note 5.

The other finance costs include the interest accrued and the
remeasurement of the put option liability; also see Note 27. Other finance
costs also comprise the amortisation of transaction costs and commitment
fees for non-current borrowings of EUR 2 million (2021: EUR 4 million).

Foreign exchange results related to operational activities are included
in the cost of goods sold or in the appropriate component of operating
expenses. In 2022, FrieslandCampina included a negative foreign exchange
result in operating profit of EUR 186 million (2021: EUR 60 million negative).
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Income tax expense

Breakdown of tax expense
Current tax expense, current year
Adjustment for prior years
Current tax expense

Deferred tax expense, current year
Adjustments to deferred taxes,
attributable to changes in tax rates
Write-down of deferred tax assets
Adjustment for prior years
Deferred tax expense

Income tax expense

2022 2021
=142 -134
=1 -1
-143 -135
50 43

7

-56 -69
=7 4
-8 -15
=151 -150
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Effective tax rate 2022 2021 The tax-exempt income and allowances mainly relates to the application of
% % the Dutch fiscal cooperative regime.

Profit before tax 443 322
Tax payable on the basis of the
Dutch tax rate -114 25.8 -80 25.0 Income tax recognised directly in equity 2022
Effect of different tax rates outside Tam
the Netherlands 14 =38 9 -2.8 Before expense/ Net
Effect change in tax rates 7 -2.2 tax income of tax
Share of result of joint ventures
and associates 4 -0.8 4 -1.2 Interest Cooperative loan -9 8 -6
Withholding tax on dividends -1 2.5 -13 4.0 Interest perpetual bonds -9 2 -7
Non-deductible expenses -9 2.0 -15 4.7 Interest member bonds -29 7 =22
Tax-exempt income and allowances 23 =52 8 -2.5 -47 12 =35
Write-down of deferred tax assets -56 12.7 -69 21.4 Income tax recognised in other
Divestment of subsidiaries -5 11 -4 1.2 comprehensive income
Adjustments to estimates relating to Movement cash flow hedge reserve 1 -3 8
prior years 8 -0.7 3 -1.0 Movement currency translation reserve -34 -34
Effective tax rate -151 341 -150 46.6 Remeasurement of liabilities (assets)

under defined benefit plans 35 -24 1

12 -27 -15

The effective tax rate decreased to 34.1% (2021: 46.6%). In 2021, the write-
down of deferred tax assets was mainly due to losses in the Netherlands, The tax effect of the remeasurement of liabilities (assets) under defined
Germany and China, for which no deferred tax asset has been recognised, benefit plans is impacted by derecognition of deferred tax asset in the
due to insufficient expected taxable results in these countries. In 2022, Netherlands.

other deferred tax assets in the Netherlands were written down as a result
of the completion in 2022 of the strategic reorientation and insufficient
expected taxable results in the Netherlands to effectuate the deferred tax
asset in the future. This write-off has been partially offset by offsetting
taxable profit of the year in the Netherlands against recognised losses

of previous years.

Due to the expectation of the possible loss carry forward after the sale of
parts of the German consumer activities, and the loss recognised in 2022,
the net write-down of deferred tax assets in Germany is limited.
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Income tax recognised directly in equity 2021
Tax

Before expense/ Net

tax income of tax

Interest Cooperative loan -8 2 -6
Interest perpetual bonds -9 2 -7
Interest member bonds -42 10 -32
-59 14 -45

Income tax recognised in other
comprehensive income

Movement cash flow hedge reserve 1 -3 8
Movement currency translation reserve 73 73
Remeasurement of liabilities (assets)

under defined benefit plans 44 -8 36

128 -1 17
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Property, plant and equipment

Cost

Accumulated depreciation and impairments
Carrying amount at 1 January

Disposed through divestments of businesses
Additions

Disposals

Currency translation differences
Remeasurements

Transfers

Transfers to assets held for sale
Depreciation

Impairments

Reversal of impairments

Carrying amount at 31 December

Cost
Accumulated depreciation and impairments
Carrying amount at 31 December
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2022
Other

Land and Plant and operating  Right-of-use  Assets under
buildings equipment assets assets  construction Total
1,849 4,400 555 329 420 7,553
-947 -2,693 -383 -128 -4151
902 1,707 172 201 420 3,402
-33 =15 -2 -50
2 14 1 32 419 468
=8 =1 -4
-4 -8 =1 -7 -20
2 2

52 165 38 -255
=22 -14 -13 -4 =15 -68
-69 -200 =42 =59 -2 -372
=17 -83 =10 =10 -120
1 1
811 1,563 144 173 548 3,239
1,706 4183 461 327 550 7,227
-895 -2,620 =317 -154 -2 -3,988
811 1,563 144 173 548 38239
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2021
Other
Land and Plant and operating Right-of-use  Assets under

buildings equipment assets assets construction Total

Cost 1,788 4,380 537 313 345 7,363
Accumulated depreciation and impairments -901 -2,584 -365 -99 -2 -3,951
Carrying amount at 1 January 887 1,796 172 214 343 3,412
Disposal due to divestment of businesses -2 -3 -1 -6
Additions 1 4 2 51 343 401
Disposals -5 -1 -6
Currency translation differences 8 1 2 1 4 26
Revaluation -3 -3
Transfers 87 132 47 -264 2
Transfer to assets held for sale -8 -12 -5 -1 -1 -27
Depreciation -70 -210 -45 -60 -385
Impairments -1 -8 -5 -14
Reversal of impairments 2 2
Carrying amount at 31 December 902 1,707 172 201 420 3,402
Cost 1,849 4,400 555 329 420 7,553
Accumulated depreciation and impairments -947 -2,693 -383 -128 -4,151
Carrying amount at 31 December 902 1,707 172 201 420 3,402

For explanation of the movement 'disposed through divestment
of businesses’, see Note 5.

The impairments mainly relate to restructuring, see note 5.

The investments include capitalised borrowing costs amounting to
EUR 2 million (2021: EUR 2 million). The applicable average interest rate
is 1.8% (2021: 1.3%).

The additions of EUR 468 million (2021: EUR 401 million) relate to
production capacity expansions and replacement investments in the
Netherlands and in Belgium and to new factory locations in Indonesia
and Malaysia.



D Financial Statements 2022 Annual Report Royal FrieslandCampina N.V. | 126

Right-of-use assets

The table below gives the book value and depreciation costs per category
of the right-of-use assets. Leases in the land and buildings category mainly
relate to office buildings and storage locations. Leases in the plant and
equipment category mainly relate to production lines, trucks and forklifts.
Other operating assets mainly concern car leases.

2022 2021

Carrying Carrying
amount at  Depreciation amount at  Depreciation
31 December current year 31 December current year

Land and

buildings 110 32 124 30
Plant and

equipment 42 14 51 15
Other operating

assets 21 13 26 15

173 59 201 60
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Intangible assets

Cost

Accumulated amortisation and impairments
Carrying amount at 1 January

Additions

Disposals

Currency translation differences

Transfers

Amortisation

Impairments

Carrying amount at 31 December

Cost
Accumulated amortisation and impairments
Carrying amount at 31 December
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2022
Trademarks,
customer Intangible
relations and assets under
Goodwill patents Software construction Total
1,284 391 583 22 2,230
-204 =147 -376 =727
1,080 244 157 22 1,503
38 38
=il =1
=23 =20 -43
24 =24
=22 =54 -76
=13 =5 -18
1,057 201 14 31 1,403
1,261 370 538 31 2,200
-204 -169 -424 =797
1,057 201 14 31 1,403
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Cost

Accumulated amortisation and impairments
Carrying amount at 1 January
Additions

Desinvestments

Currency translation differences
Transfers

Transfers to assets held for sale
Amortisation

Impairments

Carrying amount at 31 December

Cost
Accumulated amortisation and impairments
Carrying amount at 31 December

Impairments in 2022 mainly relate to cloud computing agreements, of which
the capitalization of costs has been limited based on the recently published
interpretation of IFRS, and the advanced replacement of a software project.
Amortisation costs of intangible assets were allocated to the items in the
income statement on the basis of their function.
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2021
Trademarks,

customer Intangible

relations and assets under
Goodwill patents Software construction Total
1,288 388 501 34 2,211
=204 =121 -321 -1 -647
1,084 267 180 33 1,564
1 25 26
-2 -2
7 1 8
33 -35 -2
-9 -9
-23 =57 -80
-1 -1 -2
1,080 244 157 22 1,503
1,284 391 533 22 2,230
-204 =147 -376 =727
1,080 244 157 22 1,503

Goodwill impairment test

FrieslandCampina carries out the goodwill impairment test during the
fourth quarter of each year and also whenever there is a trigger for
impairment of goodwill. Goodwill is monitored and tested at business
group level, as the group of cash-generating-units. The goodwill
impairment test calculates per business group the recoverable amount,
which is the value in use, and compares it with the carrying amount.
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The table below indicates how the goodwill is allocated to the cash
generating units. In addition, the key assumptions used in calculating the
value in use per business group are shown:

Food & Beverage
Specialised
Nutrition
Ingredients

Food & Beverage
Specialised
Nutrition
Ingredients

31 December
2022

Assumptions

% Growth rate

% Average
growth rate

% Pre-tax

Goodwill terminal value gross profit  discount rate

707 855 4 10

237 2.0 = 8

113 2.0 =9 9
1,057

31 December
2021

Assumptions

% Growth rate

% Average
growth rate

% Pre-tax

Goodwill terminal value gross profit  discount rate
730 2.5 8 8
237 1.5 8 7
113 1.5 10 7

1,080
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Due to the changes in segments and the reallocation of goodwill among
segments, as at 31 December 2021 no goodwill is allocated to business
group Trading and there is no disclosure for this business group concerning
the assumptions used in the goodwill impairment test.

The values in use of the business groups are defined based on the budget
2023 and the long-term plans up and until 2025. When determining the
value in use, corporate costs are allocated to the business groups. In
addition, a compensation is taken into account for the role that business
group Trading and specific parts of business group Food & Beverage fulfill
when processing member milk. This compensation is allocated to the other
business groups and serves to cover the loss in processing member milk
into commodity dairy products, as all milk supplied by member dairy
farmers must be purchased. The compensation for this so-called
cooperative role is determined on the basis of the relative quantity and
value of member milk processed by the respective business group. The
allocation of corporate costs is determined on the basis of the relative
revenue realised by the respective business group.

The average growth rate of the gross profit for each business group in the
long-term plans to 2025 is based on past experience, specific expectations
for the near future and market-based growth percentages. The decrease in
the average growth rate of the gross margin of business group Food &
Beverage compared to 2022 and the negative average growth rate of the
gross margin business groups Specialized Nutrition and Ingredients, are
mainly related to the relative higher result 2022, mainly driven by high dairy
commodity prices in 2022 and the lower compensation for the cooperative
role allocated to the business groups following the positive results of
business group Trading, which is not expected to continue beyond 2022.
The discount rate for each business group is based on information that can
be verified in the market and is pre-tax.
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For the period after 2025, a growth rate equal to the forecasted long-term
inflation rates was applied, as is best practice in the market.

Sensitivity to changes in assumptions
The outcome of the goodwill impairment test of all business groups shows
that the values in use exceed the carrying amounts of the business groups.

For business group Ingredients, the estimated value in use exceeds the
carrying value by EUR 207 million. This outcome is primarily dependent on
the long-term plans until the end of 2025 and the pre-tax discount rate.
The test was performed using a pre-tax discount rate of 9%, and the long-
term plans show a projected average growth rate of the gross margin of a
decrease of 3%. The forecast average growth rate of the gross margin is
based on experience in recent years and is negative as a result of the
relatively high gross margin in 2022 due to the successful increase of sales
prices for inventories that were partly still produced at lower cost prices.
An opposite effect is expected for the period 2023 to 2025. The negative
effect of this normalization of the gross margin is only partly offset by
expected growth, mainly from innovations, optimization of the supply chain
and the successful increase of sales prices in selected markets. In addition,
the forecasted average growth rate depends on the size of the
compensation for the so-called cooperative role of business group Trading
and specific parts of business group Food & Beverage. The compensation
for the cooperative role allocated to the business group was limited in 2022
due to positive results of business group Trading, due to the high dairy
commodity prices in 2022, which is not expected to continue beyond 2022.
An increase in this compensation allocated to business group Ingredients
results in a decrease of the forecasted average growth rate and
consequently the value in use of business group Ingredients.

The compensation allocated to business group Ingredients can increase
when this business group processes relatively more member milk or is able
to better valorise it, or when the forecasted losses of business group
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Trading are adjusted negatively, or when another business group processes
relatively less member milk or is less able to effectively valorise it and
consequently is allocated a lower compensation.

If the forecasted average growth rate of the gross margin decreases by 1%
to a decrease of 4%, or if the pre-tax discount rate increases by 1.1%, the
value in use of business group Ingredients would be equal to its carrying
value.

A reasonable possible change of the other assumptions does not result
in values in use below the carrying amounts of the other business groups.

Biological assets

The biological assets relate to dairy livestock in Pakistan for an amount
of EUR 9 million (2021: EUR 7 million). On 31 December 2022,
FrieslandCampina has 3,365 mature cows, which can produce milk
(2021: 3,446) and 3,161 immature cows that are being raised to produce
milk in the future (2021: 2,925).
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Joint ventures and associates

FrieslandCampina holds interests in a number of joint ventures and
associates that individually are not considered to be material. The following
table shows, in aggregate, the carrying amount and the share of these joint
ventures and associates in total comprehensive income.

2022 2021
Joint  Associ- Joint  Associ-
ventures ates Total ventures ates Total
Carrying amount 99 17 116 97 16 113
Share of:
- Profit or loss,
net of tax 13 2 15 13 1 14
Total comprehensive
income 13 2 15 13 1 14

The largest joint venture concerns the 50% interest in Betagen Holding Ltd.
FrieslandCampina’s interest in Betagen Holding Ltd. amounts to

EUR 64 million (2021: EUR 64 million), of which EUR 30 million relates

to goodwill (2021: EUR 30 million) and the share in the 2022 profit

amounts to EUR 11 million (2021: EUR 10 million).

For a summary of the most important joint ventures and associates,
refer to page 185.

12.
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Other financial assets

Non-current other financial assets 2022 2021
Loans issued 24 20
Derivatives 40 24
Other 6 4
70 48

Current other financial assets 2022 2021
Loans issued 18 14
Derivatives 38 20
Other 264 117
320 151

Other current other financial assets mainly relate to prepayments to banks
and distributors in Nigeria to obtain US Dollars over time. The economic
situation in Nigeria results in limited availability of US Dollars, needed to pay
international trade creditors. As far as these US Dollars become available
within three months, the prepayments are classified as (restricted) cash.
When these US Dollars become available after three months, the
prepayments are classified as other current other financial assets.

The average interest rate on loans issued at the end of 2022 was 3.0%
(2021: 2.2%). For EUR 20 million of the loans issued, the maturity date is
after 2027.

The provision for expected credit losses relating to other financial assets
was not significant at the end of 2022.

For information regarding derivatives, see Note 22. The determination
of the fair value of derivatives is included in Note 27.
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Inventories 14. Trade and other receivables
2022 2021 2022 2021
Raw materials and consumables 687 514 Trade receivables 1,581 1172
Finished goods and commodities 1,377 979 Provision for doubtful debts and other receivables =23 -20
2,064 1,493 Receivables from Zuivelcodperatie
FrieslandCampina U.A. 179 102
During 2022 inventories were written down for in total EUR 97 million Other receivables 75 82
(2021: EUR 77 million). The write-down of inventories is recognised in 1,812 1,336

cost of goods sold.
Receivables related to tax (excluding income tax)

No inventories are pledged as collateral for liabilities. and social security contributions 99 107
Prepayments 238 162

2,149 1,605

Provision for doubtful debts and other receivables 2022 2021

At 1 January =20 =20

Charged to the income statement -4 -5

Released to the income statement 1 4

Trade receivables written off 1

At 31 December -23 -20
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2022 2021

Maturity schedule trade Write- Write-
and other receivables Gross  down Net  Gross  down Net
Within payment term 1,615 -2 1,613 1,190 -5 1185
Overdue by less than
3 months 188 =5 183 120 -4 116
Overdue by 3 - 6 months 10 -7 3 23 -2 21
Overdue by more than
6 months 22 -9 13 23 -9 14

1,835 -23 1,812 1,356 -20 1,336

The additions and releases of the provision for doubtful debts and other
receivables have been included in the cost of goods sold. Receivables are
written off and charged to the provision when they are not expected to be
collected.

Trade and other receivables are non-interest-bearing and are generally due
between 10 and 90 days.

In various countries, FrieslandCampina has mitigated the credit risk

related to trade debtors by taking out credit insurance and bank guarantees.

At the end of 2022, this secured position amounted to EUR 55 million
(2021: EUR 30 million). No trade receivables have been pledged.

Cash and cash equivalents

2022 2021
Deposits 234 267
Other cash and cash equivalents 187 240

421 507

16.
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Funds of EUR 29 million (2021: EUR 47 million) are not freely available and
mainly designated for intercompany transactions to Nigeria. These funds are
released once the goods have been supplied.

Pursuant to IAS7, the remaining portion of the cash and cash equivalents in
Nigeria in the amount of EUR 4 million (2021: EUR 122 million) is restricted
for use by the group due to currency restrictions, including the very limited
availability of USD, although the cash and cash equivalents are available for
use in the subsidiary’s daily business operations.

Assets and liabilities held for sale

Assets held for sale 2022 2021
At 1 January 7 16
Transfer from property, plant and

equipment 68 27
Transfer from intangible assets 9
Transfer from current assets 20 28
Disposals -4 -73
Impairments -3

At 31 December 88 7
Liabilities held for sale 2022 2021
At 1 January

Transfer from employee benefits 3

Transfer from current and non-current

liabilities 3 38
Disposals -38
At 31 December 6
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On June 15, 2022, FrieslandCampina announced the intended sale of a

part of the German consumer brands and activities, part of business group
Food & Beverage, to Unternehmensgruppe Theo Mdiller. For more
information, refer to other operating income and costs. The sale is expected
to be finalised at the beginning of 2023. As a result of this intended disposal,
related assets and liabilities are reclassed to Assets and liabilities held for
sale.

Packaging lines in Germany that were classified as assets held for sale at
the end of 2021 have been fully impaired during 2022. Land and buildings in
Genk (Belgium) and Rijkevoort (the Netherlands) were sold in 2022, resulting
in a positive result of EUR 6 million, which is recognized under other
operating income.

Equity

Changes in equity as a result of issuance of milk certificates by the
Cooperative to its member dairy farmers

Effective 1 January 2022, the Cooperative has issued milk certificates
valued at 8.00 euros per 100 kilos of supplied milk to its member dairy
farmers. On the basis of the volume of milk supplied during the period

1 October 2020 through to the end of 30 September 2021, the number

of milk certificates was set at 9,405 million, with a nominal value of

EUR 752 million. The milk certificates were paid up by members by handing
in member bonds (including accrued interest: EUR 544 million), member
certificates of the Cooperative (including accrued interest: EUR 50 million),
the current account or cash(EUR 23 million). The Cooperative has provided
members a loan for the remaining amount (EUR 135 million). The
Cooperative has made a capital contribution to FrieslandCampina’s equity
in the amount of EUR 617 million to offset the handing in of member bonds
and member certificates, as well as for the milk certificates that were paid
up by the current account or cash.
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Issued capital

The number of issued shares at both the beginning and end of the financial
year was 3,702,777 shares. EUR 370 million has been paid up on these
shares. The authorised capital amounts to EUR 1 billion, divided into
10,000,000 shares with a nominal value of EUR 100. The shares are held
by Zuivelcodperatie FrieslandCampina U.A.

Share premium

The share premium comprises primarily capital contributions by
Zuivelcodperatie FrieslandCampina U.A. of EUR 110 million in 2009 and of
EUR 617 million in 2022 as a result of issuance of milk certificates by the
Cooperative to its member dairy farmers.

Member bonds

The member bonds comprise member bonds-fixed and member bonds-
free. Member bonds-fixed cannot be traded. On the termination of business
activities and termination of the membership, the member bonds-fixed are
automatically converted into member bonds-free. Legal entities that are
members of FrieslandCampina can also convert member bonds-fixed

into member bonds-free on the transfer of business between members.
Member bonds-free can be held and traded between member bond
holders. FrieslandCampina has the right to annually redeem a maximum

of 10% of member bonds.

Member bonds have been issued to Zuivelcodperatie FrieslandCampina
U.A. and its members. The member bonds are perpetual and have no
maturity date. The interest charge for the member bonds is the six-month
Euribor as at 1 June and 1 December of the relevant year plus 3.25%.

The bonds are subordinated to the claims of all other existing and future
creditors to the extent that these are not subordinated. Until 2021, member
dairy farmers received a portion of their compensation for the supply of
milk during the financial year in the form of member bonds-fixed or in
certain cases partly as member bonds-free. Interest payments may be
deferred, provided that Royal FrieslandCampina N.V. has not determined
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or distributed any supplementary cash payment in the 12 months prior to
the annual coupon date. Deferred interest becomes payable on the date
on which a supplementary cash payment is determined or next distributed.

From the profit over the 2022 financial year, EUR 29 million (2021:
EUR 42 million) is attributed to the holders of the member bonds as
an interest payment.

As a result of issuance of milk certificates by the Cooperative to its member
dairy farmers in 2022 member bonds were handed in for the amount of
EUR 594 million, including accrued interest.

Perpetual Bonds

On 10 September 2020, FrieslandCampina issued EUR 300 million in
perpetual bonds with an effective interest rate of 2.875%. FrieslandCampina
has the right to redeem the bonds at the end of 2025. These perpetual
bonds are listed on the Euronext Dublin (multilateral trading facility).

The perpetual bonds are subordinated to the receivables of all existing and
future creditors insofar as these are not subordinated. Interest payment
may be deferred, provided that Royal FrieslandCampina N.V. has not
determined or distributed any supplementary cash payment, based on the
reserve policy, in the 12 months preceding the annual interest payment
date. Deferred interest becomes payable on the date on which a
supplementary cash payment is established or distributed.

In the 2022 financial year, EUR 9 million (2021: EUR 9 million) is attributed
from profit as interest on the perpetual bonds.
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Cooperative loan

The EUR 290 million perpetual subordinated loan advanced to Royal
FrieslandCampina by Zuivelcodperatie FrieslandCampina U.A. has no
maturity date. The interest rate of the perpetual subordinated loan is the
six months Euribor as at 1 June and 1 December of the relevant year plus
3.25%. The loan from the Cooperative is subordinated by the claims from
all other existing and future creditors to the extent that these are not
subordinated. Interest payments may be deferred, provided that Royal
FrieslandCampina N.V. has not determined or distributed any
supplementary cash payment in the 12 months prior to the annual interest
payment date. Deferred interest becomes payable on the date on which a
supplementary cash payment is determined or next distributed.

EUR 9 million of the profit over the 2022 financial year (2021: EUR 8 million)
is attributed to the provider of the Cooperative loan as interest payment.

Other reserves
The item ‘Other reserves’ comprises the cash flow hedge reserve and the
currency translation reserve.

The cash flow hedge reserve concerns changes in the fair value of cross
currency swaps and commodity swaps to the extent that they classify as
highly effective cash flow hedges. The cashflow hedge reserve also
contains EUR O million (2021: EUR 1 million negative) related to terminated
hedged relations.

The currency translation reserve relates to the cumulative currency
translation differences of subsidiaries, as well as currency translation
differences from loans granted to subsidiaries with a permanent nature.

As a consequence of the sale of the production facility in Xiushui, by means
of the divestment of shares in FrieslandCampina HongKong Holding Il B.V.,
the related cumulative currency translation reserve of EUR 12 million is
reclassified to the income statement. See Note 5 for further disclosure.
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Retained earnings

Retained earnings comprise the balance of accumulated profits that have
not been distributed to the shareholder and the revaluation of the net
pension liability. Pursuant to the Articles of Association, a decision to
distribute dividends may be taken if and to the extent that equity exceeds
the issued share capital plus the statutory reserves and in accordance with
the other legal stipulations.

Reserve policy

The 2021-2022 reserve policy stipulates that 60% of the Company’s profit
based on the guaranteed price, as far as it attributes directly or indirectly
to the shareholder of the Company, will be added to the retained earnings.
As part of the payment for milk supply, 40% of this profit can be paid out
to member dairy farmers as a supplementary cash payment. In the event
of a goodwill impairment greater than EUR 100 million, it may be decided
to deduct the entire amount from retained earnings via the profit
appropriation. In case a book profit of at least EUR 100 million is realized
relating to divestments of businesses, it may be decided to add the entire
amount or part of the amount to retained earnings via the profit
appropriation. The reserve policy is described in the milk price regulation
and is being revised every three years. After the General Meeting of
Shareholders’ adoption of the financial statements, the supplementary cash
payments are made, if any. In 2022, EUR 14 million has been paid to
member dairy farmers as supplementary payment related to milk supplied
in 2021.

Related to milk supplied in 2022 it is proposed to pay EUR 85 million as
supplementary payment in 2023.
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Non-controlling interests shareholder

In order to comply with the fiscal cooperative regime, FrieslandCampina
created as per 1 January 2020 a limited partnership structure (FC C.V.).

All of the Company’s activities in the Netherlands, except for production
and invoicing activities, were brought into this C.V. In this structure, 99.9%
of a profit and 100% of a loss realised by FC C.V. and equal percentages of
the equity of FC C.V. are directly attributed to the Cooperative, the limited
partnerin FC C.V.

The non-controlling interests directly attributable to the shareholder
relates to the Cooperative’s share in equity that is not attributable to
FrieslandCampina. This share is not limited to the interest in the above-
referenced C.V.,, this concerns several other subsidiaries in which the
Cooperative holds a minority interest.

Other non-controlling interests
Other non-controlling interests concerns the share in equity that is not
attributed to FrieslandCampina or the Cooperative.

The following table summarises the financial information of each of the
subsidiaries in which FrieslandCampina has a material non-controlling
interest, based on FrieslandCampina’s accounting policy, before any
intra-group eliminations and on the basis of the latest publicly available
information.
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Non-controlling interest percentage

Non-current assets

Current assets

Non-current liabilities

Current liabilities

Net assets

Carrying amount of non-controlling interest

Revenue

Profit for the year

Other comprehensive income

Total comprehensive income

Profit allocated to non-controlling interest
Other comprehensive income allocated to
non-controlling interest

Dividends paid out to non-controlling interest

Net cash from/used in operating activities
Net cash from/used in investing activities
Net cash used in financing activities

Net cash flows
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2022 2021
Fries- Fries- Fries- Fries-

land- land- Dutch land- land- Dutch
Campina Campina DFE Lady Milk Campina Campina DFE Lady Milk
WAMCO Engro Pharma Indus- WAMCO Engro Pharma Indus-
Nigeria Pakistan  GmbH & tries Nigeria Pakistan  GmbH & tries

PLC! Ltd. Co.KG' Berhad' Other Total PLC Ltd. Co KG' Berhad Other Total
32.19% 49% 50% 49.04% 32.19% 49% 50% 49.04%
107 150 95 46 107 186 95 46
415 90 82 102 415 76 82 102
-29 =35 -14 =3 -29 -50 -14 -3
-438 -84 -1 -64 -438 -70 -1 -64
55 121 152 81 55 142 152 81

18 59 142 40 71 330 18 69 142 40 57 326
556 342 227 556 270 227
16 ) 54 51 16 2 54 51
1 =25 3 1 -3 3
17 -20 54 54 17 -1 54 54

5 2 27 25 3 62 5 1 27 25 20 78

=12 2 1 -12 -2 2 8 8

= -19 =3 =19 -46 -5 -19 -3 -15 -42
96 33 =2 96 20 -2
=124 -1 24 =121 -6 24
=27 -13 -6 =27 -7 -6
-52 9 16 -52 7 16

As the 2022 results of FrieslandCampina WAMCO Nigeria PLC, DFE Pharma GmbH & Co. KG and Dutch Lady Milk Industries Berhad are not yet publicly available, the 2021 figures have been disclosed. Furthermore, the revenue and cash flows of

DFE Pharma GmbH & Co. KG are not publicly available.
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The percentages stated in the table on the previous page indicate the
direct non-controlling interest held by third parties in these entities. For all
the entities included in the table, the indirect non-controlling interest is the
same as the direct non-controlling interest, with the exception of DFE
Pharma GmbH & Co. KG (DFE). FrieslandCampina’s indirect interest in

DFE is lower than the direct interest as a result of intermediate holding
companies in which FrieslandCampina does not hold a 100% interest. The
carrying amounts, total comprehensive income and dividends allocated to
non-controlling interests are based on the indirect non-controlling interest.

Employee benefits

Obligations under long-term employee benefits 2022 2021
Net pension liability 170 219
Other long-term employee benefits 23 23

193 242

Effective 1 January 2020, all employees in the Netherlands, with the
exception of employees involved in production operations and invoicing
activities, have joined FC C.V. All other employees continue to be employed
by FrieslandCampina Nederland B.V. The expenses under long-term
employee benefits recognised in the income statement, as well as the
remeasurement of the net pension liability, are distributed pro rata between
the employees involved in production operations and invoicing activities
and the other employees.

Other long-term employee benefits
The other long-term employee benefits mainly consist of long-term
bonuses for senior management and jubilee provisions.
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Net pension liability

Pension situation Dutch employees covered by the Collective Labour
Agreement for the dairy sector

As of 1 January 2015, all Dutch employees who are covered by the
Collective Labour Agreement (CLA) for the dairy sector accrue their
pension benefits in defined contribution plans as specified below.

Annual pensionable Pension plans for Dutch employees covered by
salary the CLA for the dairy sector as of 1 January 2015
Up to EUR 70,465 Collective defined contribution plan based on a
fixed contribution and executed by the industry
wide pension fund for the dairy sector
('Bedrijfstakpensioenfonds voor de Zuivel' (BPZ))
Individual defined contribution plan, administered
by a premium pension institution

Net pension savings plan, administered by the
same premium pension institution

Between EUR 70,465
and EUR 114,866
Above EUR 114,866

In connection with the pension situation since 1 January 2015, the accrual
of pension benefits in the pension plan for former Campina employees,
administered in a company pension fund, and the pension plan for former
Friesland Foods employees and FrieslandCampina employees hired in the
period between 1 January 2009 up to and including 31 December 2014,
administered by an insurance company in a segregated investment fund,
has ceased. On 16 September 2022, the Dutch Supreme Court (Hoge Raad)
ruled in the legal proceedings between Stichting Pensioenfonds Campina
and FrieslandCampina with regards to the pension scheme of the former
Campina employees.

Based on this ruling, FrieslandCampina has increased the present value
of the gross pension obligation by an estimated amount to cover the loss.
The definitive amount to be paid by FrieslandCampina has yet to be
determined.
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In addition, FrieslandCampina has an obligation to settle a number of
smaller guarantee schemes pursuant to the execution agreement. Upon
reaching agreement with the pension fund, FrieslandCampina will have a
‘settlement of the full plan’. At that moment the present value of the gross
obligation pursuant to the pension benefits (‘gross pension liability’) and
the fair value of the plan assets will be released from the net pension
liability in the statement of financial position because FrieslandCampina will
no longer be exposed to risks. This will not affect the income statement
because the expected net pension liability (the gross pension liability minus
the fair value of plan assets) at the moment of settlement amounts to nil.

Pension plan entitlements accrued until 2015 for former Friesland Foods
employees and FrieslandCampina employees

The pension plan entitlements accrued until 2015 for former Friesland
Foods employees and FrieslandCampina employees concern a defined
benefit plan. At the end of 2022, this plan accounted for 54% (2021: 53%) of
the total gross pension liability and is disclosed in more detail hereafter.

From 2015 the regular pension accrual has been
terminated. Accrued benefits until 2015 for active
participants are increased annually in accordance
with the provisions of the CLA (a new 5-year
Pension CLA has been agreed in 2021 for the
period 1 January 2021 to 31 December 2025) by

a fixed rate for as long as employment has been
continued (until 1 January 2035 at the latest).

For the years 2015 to 2020 this indexation rate

was 1.75%. As from 1 January 2021, the annual fixed
indexation for active participants has been reduced
to 1.25%. Conditional indexation is applicable for
non-active participants.

Pension administrator Aninsurance company, in a segregated investment
fund via a guarantee contract.

Plan characteristics

Funding agreements

Supervision and
governance

Participants
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Each year FrieslandCampina pays a premium,
calculated based on market value, for the
indexation of the pensions of active participants.

Also, in respect of the segregated investment fund,
if the coverage ratio remains lower than the
contractually agreed 110% for longer than 18
consecutive months from the end of the calendar
year, FrieslandCampina has the obligation to pay

a supplementary premium in order to restore the
coverage ratio to 110%. At the end of 2022 the
coverage ratio was 108.3% determined on the basis
of the principles specified in the insurance contract
(2021: 126.8%). Based on the expected return on
assets, the funding ratio is expected to rise above
110% within 1.5 years. Therefore no additional
payment is expected to be needed.

The insurer is responsible for holding sufficient
resources to pay out all accrued benefits. This is
supervised by DNB (Dutch Central Bank). The
investment policy for the insurance contract is
determined by the insurer in consultation with
FrieslandCampina.

Approximately 38% of the participants are active
employees of FrieslandCampina, 38% are former
employees and 24% are pensioners. The duration
of the pension liabilities is approximately 16 years.
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Most significant risks ~ The most significant risk is that the coverage ratio
at the end of the calendar year drops below 110%.
If this situation continues for more than 18
consecutive months, FrieslandCampina has the
obligation to pay a supplementary premium in order
to restore the coverage ratio to 110%. As the
pension liabilities in the contract are calculated on
the basis of a fixed interest rate, the movements in
the value of plan assets have a significant impact
on the coverage ratio.

Pension plan entitlements accrued until 2015 for former Campina
employees

The pension plan entitlements accrued until 2015 for former Campina
employees concern a defined benefit plan. At the end of 2022, this plan
accounted for 41% (2021: 42%) of the total gross pension liability. Accrued
benefits until 2015 for active participants are increased annually in
accordance with the provisions of the CLA (the current CLA is valid up to
and including 2025) by a fixed rate for as long as employment has been
continued (until 1 January 2035 at the latest). For the years 2015 up to and
including 2020 this indexation rate was 1.75%. As from 1 January 2021, the
annual fixed indexation for active participants has been reduced to 1.25%.
This indexation, which has been insured with an insurance company in a
guarantee contract without profit sharing, will be increased with a fixed
percentage to cover post-retirement indexation.

Other plans for Dutch employees covered by the CLA for the dairy sector
As of September 12022, Dutch employees who perform heavy duties are
able to retire earlier, under certain conditions. This early retirement scheme
only applies to employees who have been employed by FrieslandCampina
for at least 45 years, who work in shifts and/or perform consignment shifts
structurally and in a fixed rhythm. It is possible to stop working up to
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36 months before the state pensionable age. The employee will then
receive a so-called ‘RVU benefit’ (early benefit scheme, ‘regeling voor
vervroegde uitkering’). The scheme will end on 31 December 2025. In 2022
FrieslandCampina formed a provision for the RVU-scheme which has been
charged to the income statement. At year-end 2022, the RVU-scheme
contains 0% rounded of the total gross pension liability.

Dutch employees covered by the CLA for ‘Het Partikulier
Kaaspakhuisbedrijf’

Effective 1 January 2021, the accrual of pension benefits for
FrieslandCampina employees who are covered by the CLA for ‘Het
Partikulier Kaaspakhuisbedrijf’ is administered by ‘Pensioenfonds PGB'.
This plan qualifies as a defined contribution plan.

Foreign employees

In respect of FrieslandCampina’s foreign activities, both defined
contribution and defined benefit plans are applicable. The most important
defined benefit pension plans are the plans in Germany. These are primarily
unfunded pension plans based on salary, length of service and fixed
amounts that, at the end of 2022, accounted for 2% (2021: 2%) of
FrieslandCampina’s total gross pension liability. The accrued benefits are
increased each year with a maximum of the price inflation. This is a
conditional entitlement depending on the financial position of the relevant
company. At the end of 2022, the plans in the other countries contributed
3% (2021: 3%) of the total gross pension liability.

For a defined benefit plan of FrieslandCampina in North America,
administered by an industry wide pension fund, there may be future risks in
case of a mass withdrawal of contributing employers with the largest share
in the industry pension fund, like FrieslandCampina.
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Assumptions

Due to the large amounts, the table below indicates the assumptions
applied in performing the calculations of (movements in) the gross pension
liability, the fair value of plan assets and the relevant components of the
pension costs for FrieslandCampina’s Dutch pension plans as recognised
in the consolidated statement of financial position and income statement.
For the majority of the foreign pension plans, the same method is applied

for deriving the discount rate and inflation parameter.

Assumptions’ 2022 2021
% %
Discount rate 3.7 11-1.2
Wage inflation n.a. n.a.
Price inflation 2.0 2.0
Indexation
- active employees 1.3 1.3
- former employees and pensioners 3.8 2.6
Life expectancy in years in years
- man /woman age 65 at end of year 20.4/23.3 20.1/23.0
- man/woman age 65 in 20 years' time 22.6/25.4 22.3/24.9

The percentages shown concern the above-referenced schemes for the pension entitlements of employees in
the Netherlands, which represent 95% (2021: 95%) of the gross pension liability and 98% (2021: 98%) of the fair

value of plan assets.

The discount rate is based on the yield of high quality corporate bonds and
takes into account the term of the defined benefit obligation for each plan

individually.
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Movement in and specification of net pension liability Gross pension liability Fair value of plan assets Net pension liability
2022 2021 2022 2021 2022 2021
At 1January 4,031 4193 -3,812 -3,767 219 426

Included in the income statement
Operating expenses:

- Current service cost 12 -42 12 -42
- Interest expense or income 48 34 —45 -30 3 4
- Administration costs 1 1 1 1
Total 60 -8 -44 -29 16 -37

Recognised in equity:
Remeasurement of the net pension liability by:
- Return on plan assets, excluding the interest income and adjusted

guaranteed value 772 -86 772 -86
- Changes in financial assumptions -846 87 -846 87
- Changes in demographic assumptions 27 -2 27 -2
- Experience adjustments 12 -43 12 -43
Total remeasurement gain or loss -807 42 772 -86 =35 -44
Currency translation differences =1 1 1 -1
Total -808 43 773 -87 -35 -44
Other
Contributions paid by the employer to the plan =27 =125 =27 =125
Benefits paid -116 =195 116 195
Transferred through sale of business unit -2 1 -1
Transfer to liabilities held for sale =3 -3
Total -119 -197 89 71 -30 -126
At 31 December 3,164 4,031 -2,994 -3,812 170 219

Classification
- Non-current assets 9 8
- Non-current liabilities 179 227
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At the end of financial year 2022, EUR 105 million of the EUR 3,164 million
gross pension liability has not been funded (2021: EUR 130 million of

EUR 4,031 million). The contributions to the plans of EUR 27 million are
the premiums paid by FrieslandCampina in 2022, of which EUR 10 million
relates to the 2021 financial year.

Income and expenses under long-term employee

benefits recognised in the income statement 2022 2021
Current service cost =12 -9
Benefit from indexation scheme adjustment 51
Interest expense or income -3 -4
Administration costs =i l
Defined benefit cost recognised in the income

statement -16 37
Pension costs for defined contribution plans -95 -92
Employees' share in pension costs 11 10
Pension costs recognised in the income statement -100 -45
Expenses under other long-term employee benefits =1 -1
Expenses under long-term employee benefits

recognised in the income statement -101 -46

The adjustment to the indexation scheme concerns a reduction, as of

1 January 2021, of the indexation percentage on the accrued pension
benefits up to 1 January 2015. This has resulted in a non-recurring release
of the provision for this indexation commitment of EUR 51 million in 2021.

FrieslandCampina expects to contribute EUR 29 million into its defined
benefit plans in 2023, of which EUR 11 million relates to the year 2022.

In 2023, FrieslandCampina expects to contribute EUR 96 million into its
defined contribution plans, primarily related to the collective and individual
defined contribution plans for Dutch employees.
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Disaggregation of the

2022

2021

fair value of plan assets

into asset categories:
Company
pension Insurance

fund  contract

%

Foreign Company
pension pension
schemes fund

Insurance
contract

%

Foreign
pension
schemes

Equities

- North America

- Europe

- Japan

- Emerging Markets
- Other

S (N o

Fixed income
- Investment grade

(BBB- rating or

higher) 26
- Non-investment

grade (rating below

BBB-) 3

Other investments
Guaranteed value of
insurance contract 56

N =~ o N ©

26

54

Total 42 56

54
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At year-end 2022, the plan assets in the company pension fund and the
guaranteed value of the insurance contract amount to 42% and 56% of the
total plan assets respectively (2021: 44% and 54%). At the end of 2022,
the interest rate risk relating to the liabilities of the company pension fund
is hedged for 68% of which governments bonds (currency risk is largely
hedged) contribute for 41% and interest rate swaps for 59%. The collateral
of the swap portfolio is invested in a well-diversified AAA-rated cash fund.
The currency risk of both the remaining fixed income portfolio and the
equities portfolio is hedged for 70%. The value of the plan assets in the
insurance contract is based on the guaranteed value of the contract.
However, the profit sharing in this contract is based on the investments in
the segregated investment fund. At year-end 2022 approximately 65% of
the investment portfolio consists of fixed-income securities, 26% of equities
and 9% of other investments. Because the insurer calculates the pension
liabilities at a fixed interest rate, the interest rate hedge is limited.

The investments in the foreign pension plans comprise 2% of the total
amount (2021: 2%) and are largely related to insurance contracts.
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Sensitivity analysis
The table below shows the impact of a change in key actuarial assumptions
on the gross pension liability in respect of the Dutch pension plans.

Effect on the gross pension liability 2022 2021
at 31 December

Increase Decrease Increase Decrease

Change of 0.25% in discount rate -109 116 -163 174
Change of 0.25% in indexation of

former participants 98 —95 144 -136
Change of 1 year in life expectancy 131 -129 179 -176

As a result of cross effects, changes in multiple assumptions could lead to
other effects than the sum of the individual effects. In addition, the impact
on the net pension liability is usually less because the effect shown in the
sensitivity analyses is partly offset by a change in the guaranteed value of
the insurance contract or a change in the indexation rate assumption for the
company pension fund.
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Deferred tax assets and liabilities

At 1 January

Recognised through the income statement
Recognised in equity

Currency translation differences

At 31 December
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Deferred tax assets and liabilities relate to the following items of the statement of financial position:

Property, plant and equipment
Intangible assets
Employee benefits

Inventories, trade receivables, derivatives, accounts payable, liabilities and provisions

Unused tax losses and facilities
Netting
Net deferred tax asset

2022
Inventories,
trade receiva-
bles, derivati-
ves, trade
Property, payables, Unused tax
plant and Intangible Employee liabilities and losses and
equipment assets benefits provisions facilities Total
-76 13 34 106 19 96
20 =70 5 19 28 -8
-24 9 =15
1 6 =1 -2 4
-55 =51 5 133 45 77
Assets Liabilities Net
1 56 =55
4 59 =51
9 4 5
197 64 133
45 45
-126 -126
130 53 77
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Deferred tax assets and liabilities 2021
Inventories,
trade receiva-
bles, derivati-
ves, trade
Property, payables, Unused tax
plant and Intangible Employee liabilities and losses and
equipment assets benefits provisions facilities Total
At 1 January -89 12 60 107 17 107
Mutation due to divestment of business 1 -2 -1
Recognised through the income statement 13 1 -18 1 =12 -15
Recognised in equity -8 -3 14 3
Currency translation differences -1 3 2
At 31 December -76 13 34 106 19 96

Deferred tax assets and liabilities relate to the following items of the statement of financial position:

Assets Liabilities Net
Property, plant and equipment 4 80 -76
Intangible assets 82 69 13
Employee benefits 37 3 34
Inventories, trade receivables, derivatives, accounts payable and provisions 118 12 106
Unused tax losses and facilities 19 19
Netting -73 -73

Net deferred tax asset 187 91 96
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At the end of the financial year, the unused tax losses amounted to

EUR 45 million (2021: EUR 19 million). The increase in 2022 compared to
previous year mainly relates to the expected increase of future results in
Germany upon realization of the sale of parts of the German consumer
business to Unternehmensgruppe Theo Miller.

Deferred tax assets are recognised if it is probable that there will be

future taxable profits within the entities against which the losses can be
utilised. The expectation is that the deferred tax assets can be offset
against future profits. Our expectation to offset the deferred tax assets

is based on long-term planning. Based on the expectations of the taxable
profits in the Netherlands, the deferred tax asset for temporary differences
of EUR 92 million, mainly relating to intangible assets and employee
benefits, has been de-recognized.

No deferred tax assets have been recognised for subsequent losses
(including deferred tax-deductible items), facilities and temporary
differences:

2022 2021
Unrecognised tax losses (including deferred
tax-deductible items) 199 264
Unrecognised facilities 110 108
Unrecognised temporary differences 93 3
402 375

20.
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At the end of the financial year, the nominal value of the unrecognised
tax losses and deferred tax-deductible items amounts to EUR 772 million
(2021: EUR 991 million). Of these unrecognised tax losses and deferred
tax-deductible items, EUR 49 million expire within 10 years (2021:

EUR 149 million). The remaining unrecognised tax losses and facilities
will not elapse under the current fiscal rules. From 1 January 2022

tax losses in the Netherlands can be carried forward indefinitely.

Provisions
2022 2021
Other Other
Restruc- pro- Restruc- pro-
turing  visions Total turing  visions Total
At 1 January 28 75 103 72 17 89
Additions charged to the
income statement 45 8 53 9 63 72
Release to the income
statement =7 =il -8 -13 -3 -16
Currency translation
differences 1 1
Utilisations -23 =1 -24 -40 -2 -42
At 31 December 43 82 125 28 75 103
Non-current provisions 8 70 78 8 65 73
Current provisions 85 12 47 20 10 30
43 82 125 28 75 103
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Restructuring provisions

In 2022, restructuring provisions are recorded following announced
restructurings for an amount of EUR 45 million. In addition, an amount of
EUR 7 million was released from the restructuring provisions as a result of
changed assumptions, mainly because more employees than expected could
be redeployed internally or found a new job outside FrieslandCampina.
Withdrawals in 2022 mainly relate to restructuring provisions for locations
Cologne and Heilbronn (Germany) and Wolvega (the Netherlands). For more
information regarding additions during the year, see note 5.

The restructuring provisions will result in future cash outflows. The provisions
are recognised at nominal value, because their present value is not materially
different.

Other provisions

Other provisions primarily relate to provisions for legal and arbitration
proceedings and provisions for long-term iliness.

From time to time, FrieslandCampina is involved in legal and arbitration
proceedings arising in the ordinary course of business. When specific
problems occur, provisions are made as necessary. Due to the nature of the
legal proceedings the timing of making use of these provisions is uncertain.

Provisions for legal and arbitration proceedings mainly relate to the provision
for a business dispute between FrieslandCampina Thailand and a business-to-
business client. The court, on the basis of its interpretation of the contract
between both parties, concluded that FrieslandCampina has charged its client
too much over a period of 10 years. Pursuant to this ruling, FrieslandCampina is
required to compensate its client. FrieslandCampina disagrees with this ruling
and has filed an appeal against it. The outcome of the appeal is uncertain and
therefore a provision is recognised in accordance with the verdict, including
interests and costs.

2022 Annual Report Royal FrieslandCampina N.V. | 148

The addition in 2022 primarily relates to interests and costs related to the
proceeding in Thailand. In addition, a provision is recorded for the buy-off of

a service agreement. The provision amounts EUR 2 million and consists of the
present value of the expected payment over 40 years. The expected payment is
estimated based on the current amount of the service agreement, the expected
growth and inflation.

Lastly, provisions are recorded for onerous contracts.
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Interest-bearing borrowings

The terms and conditions of outstanding borrowings are as follows:

2022 2021
% Nominal

Year of maturity interest rate Carrying amount Carrying amount
European Investment Bank (fixed interest) 2022-2026 0.8 135 139
European Investment Bank (variable interest) 2026-2029 2.4 150
International Finance Corporation (variable interest) 2022-2026 5.9 44 53
TLTRO borrowings (variable interest) 2023-2024 1.9 325 325
Short term facility Nigeria (fixed interest) 2023 19.5 81
Other borrowings from credit institutions 30 49
Borrowings from credit institutions 765 566
Private Placement (fixed interest) 2022 70
Private Placement (fixed interest) 2024 4.2 136 129
Private Placement (fixed interest) 2022-2027 4.0 96 108
Borrowings from institutional investors 232 307
Green bonds (fixed interest) 2023-2026 1.5 252 252
Borrowings from holders of green bonds 252 252
Euro commercial paper (variable interest) 2023 2.1 175
Uncommitted facilities 175
Borrowings from member dairy farmers (variable interest) 2022-2023 0.6 15 14
Bank overdrafts (variable interest) 2022-2023 2.3 17 2
Lease liabilities (fixed interest) 2022-2037 2.0 176 205
Capitalised issue costs 2022-2027 =1 -1
Other 207 220
Interest-bearing borrowings 1,631 1,345
Recognised under non-current interest-bearing borrowings 993 1156

Recognised under current interest-bearing borrowings 638 189
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The nominal value of the interest-bearing borrowings does not deviate
from the carrying value. The average interest paid on the interest-bearing
borrowings, including the effect of the cross currency swaps at year-end
2022, is 3.2% (2021: 1.7%).

Of the lease liabilities, EUR 125 million (2021: EUR 149 million) is classified
as non-current and EUR 51 million (2021: EUR 56 million) is classified as
current.

No guarantees were provided for the short-term and long-term loans.

Borrowings from credit institutions

In the second half of 2022, Royal FrieslandCampina N.V. successfully raised
a new EUR 1.25 billion revolving credit facility (“RCF”). This new facility
replaces a EUR 1.0 billion facility that was available until October 2024.

The new facility is linked to 4 sustainability performance indicators,
impacting the interest of the facility. Issue costs related to the part of

the credit facility that is not expected to be used, are capitalized as a
prepayment and are amortized over the term of the facility. At 31 December
2022, the credit facility is not utilized (2021: EUR O million).

In 2016 FrieslandCampina agreed a loan facility at EUR 150 million with the
European Investment Bank (EIB). This loan is being used for research into
and development of new products. After repayments during this financial
year, the outstanding amount at the end of 2022 is EUR 135 million (2021:
EUR 139 million). The loan consists of three parts with fixed interest rates.
The terms range from 3 to 10 years. An amount of EUR 4 million of the loans
is recorded as current interest bearing borrowings.

By the end of 2021 a credit facility was negotiated with the EIB for an
amount of EUR 150 million, which was fully utilised in 2022. Repayments will
take place in the period 2026 until 2029. The issue costs of the loans are
capitalised and are amortised over the term of the loans.
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In 2016 FrieslandCampina has negotiated a loan with International Finance
Corporation (IFC) for USD 100 million in support of the acquisition of a

51% interest in Engro Foods. After repayments made in the current financial
year (USD 13 million), the amount outstanding at year-end 2022 was

EUR 44 million (2021: EUR 53 million). An amount of EUR 12 million was
classified as current interest bearing borrowing at year-end 2022.

During 2021 FrieslandCampina negotiated a (TLTRO) loan of

EUR 300 million with ING Bank. The loan, made up of four installments with
terms ranging from 6 months to 3 years, has a variable interest based on
Euribor and an interest discount if sustainability targets are met. The loan
is used for refinancing the current facilities and in 2021 two tranches were
repaid. During 2022 no repayments have been done. Of the outstanding
amount of EUR 225 million, EUR 75 million is classified as current.

Also in 2021, FrieslandCampina negotiated a new (TLTRO) loan of

EUR 100 million with ABN AMRO Bank. The loan is maturing by the end

of June 2024, has a variable interest based on Euribor and an interest
discount if sustainability targets are met. The loan was used for refinancing
the current facilities.

In the second half of 2022 FrieslandCampina in Nigeria fully used the short
term facility of NGN 40 billion to finance the purchase of USD for the
fulfilment of matured letter of credit (“LC") obligations.

Borrowings from institutional investors

FrieslandCampina has taken out privately placed loans with institutional
investors in the United States to a total of USD 249 million (2021:

USD 349 million). In 2022, EUR 88 million was repaid (2021: EUR 17 million).

On 31 December 2022, the total amount of borrowings from institutional
investors (private placements) classified as non-current amounts to
EUR 213 million (2021: EUR 218 million) and an amount of EUR 19 million
(2021: EUR 88 million) is classified as current.
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The USD repayments and interest payment obligations associated with the
private placement obligations were converted into EUR obligations with a
fixed interest rate through means of cross-currency swaps, see Note 22.
The loss resulting from the revaluation of the loan to euro of EUR 4 million
in 2022 (2021: EUR 21 million loss) has been fully offset by the hedge.

Borrowings from holders of green bonds

FrieslandCampina issued green bonds (Green Schuldschein) amounting
to EUR 252 million (2021: EUR 252 million). These bonds are recognised in
both non-current interest-bearing borrowings (EUR 75 million) and current
interest-bearing borrowings (EUR 177 million); issue costs are capitalised
and amortised over the duration of the bonds.

Uncommitted facilities

The maximum term of the Euro Commercial Paper (ECP) issued debt
securities is 12 months. At year-end 2022, there were drawings for an
amount of EUR 175 million under the ECP Programme (2021: none).

Borrowings from member dairy farmers

The borrowings from member dairy farmers amounting to EUR 15 million
(2021: EUR 14 million) concern three year deposit loans held by member
dairy farmers. These loans have a variable interest rate based on 6-months
Euribor and are repayable on demand by the member dairy farmers against
the payment of a 0.25% interest penalty.

22.
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Other financial liabilities

Non-current other financial liabilities 2022 2021

Derivatives 1

Put option liabilities 17 14

Other 3 3
21 17

Current other financial liabilities

Derivatives 7 9

Contingent considerations 1 4

Put option liabilities 51 51
59 64

The put option liabilities relate to the co-financing of the acquisition of
a 51% interest in FrieslandCampina Engro Pakistan Ltd. For a further
explanation, see Note 27.

Derivatives

In the statement of financial position the hedging derivatives are
recognised in current and non-current other financial assets and other
financial liabilities. An explanation of FrieslandCampina’s goal, course of
action and policy regarding the use of derivatives and other financial
instruments is included in Note 27.
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Hedging activities 2022 Hedging activities 2021
Contract Contract
volume volume
Maturity at year- Maturity at year-
date Assets Liabilities end date Assets Liabilities end
Cross currency swaps 2023 2 16 Cross currency swaps 2022 8 4 136
Cross currency swaps after 2023 28 180 Cross currency swaps after 2022 17 195
Interest rate swaps after 2023 10 500 Commodity swaps 2022 5 8
Commodity swaps 2023 10 19 Commodity swaps after 2022 5 13
Commodity swaps after 2023 2 1 25 Total cash flow hedges subject
Total cash flow hedges subject to hedge accounting 35 4
to hedge accounting 52 1 Interest rate swaps after 2022 250
Interest rate swaps 2023 8 500 Forward exchange contracts 2022 1 4 683
Forward exchange contracts 2023 7 7 953 Commodity swaps 2022 6 1 28
Commodity swaps 2023 1 72 Commodity swaps after 2022 2 5
Commodity swaps after 2023 2 Derivatives not subject to hedge
Derivatives not subject to hedge accounting 9 5
accounting 26 7
Total derivatives 44 9
Total derivatives 78 8
Classified as current 20 9
Classified as current 38 7 Classified as non-current 24

Classified as non-current 40 1
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Cash flow hedges

Cross currency swaps

By means of cross currency swaps, the USD obligations of repayment

and interest payment, of the private placement obligations totalling

USD 249 million (2021: USD 349 million), have been converted into EUR
obligations, with a fixed interest rate. The cross currency swaps have been
concluded to hedge the cash flows and cash flow hedge accounting is
applied to them. The cross currency swaps are valued at fair value. The
portion of the gain or loss realized on these hedging instruments, that is
designated as an effective hedge, is recognized in comprehensive income.
The private placement obligations have been fixed at EUR 196 million
(2021: EUR 275 million) by means of the aforementioned swaps.

For the above-referenced hedges, to which hedge accounting is applied,
the hedge accounting documentation requirements are met in accordance
with IFRS 9 and effectiveness tests are conducted in advance and on every
reporting date to confirm that there is an economic relationship between
the derivative and the hedged item. The characteristics of the cross
currency swap, such as instalments, interest rates and maturity date are
matched with the loan at the start of the hedging relationship.

No significant ineffectiveness in the cashflow hedges occurred in 2022.
As of year-end 2022 a negative cash flow hedge-reserve of EUR 1 million
(2021: EUR 0 million) is recognised as part of equity for active hedge
relations.
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The effects of the cashflow hedges on FrieslandCampina’s financial
position are as follows:

Cross currency swaps 2022 2021
Carrying amount 30 21
Contractual amount 196 331
Maturity date 2023-2027 2022-2027
Hedge ratio 11 11

Changes in value of outstanding hedging

instruments for the purpose of determining

the hedge effectiveness 3 4
Changes in value of hedged items for the

purpose of determining the hedge

effectiveness 1 1
Weighted average interest 4.0% 3.4%

Commodity swaps

In 2022, FrieslandCampina has continued to partially hedge the price risk
on fuel costs (diesel oil) for road transport in the Benelux region for the
period 2024-2025, to which hedge accounting is applied. FrieslandCampina
continued to hedge the price risk on fuel costs (bunker oil) for sea transport
partially, and as of the second half of 2022 applied hedge accounting for
the period mid-2023-2025. For the aforementioned hedges in accordance
with IFRS 9, the documentation requirements of hedge accounting are met,
and effectiveness tests are performed in advance and at reporting date,

to determine whether there is an economic relationship between the
derivative and the hedge instrument. For further information, reference is
made to note 27.

At year-end 2022, EUR 8 million positive (2021: EUR 7 million) has been
recognized in equity as cash flow hedge reserves for active hedge
relationships.



D Financial Statements

The effect of the hedges entered into on FrieslandCampina's financial
position is shown in the table below:

Commodity swaps 2022 2021
Bunker oil Diesel oil Bunker oil Diesel oil
Carrying amount = 12 10
Contractual amount 24 20 21
Maturity date 2023-2025 2023-2025 2022-2024
Hedge ratio 1:1 1:1 11
Weighted average
contractprice 824 475 380

Interest rate swaps

In 2022, FrieslandCampina entered into interest rate swaps to convert
variable interest into fixed interest obligations, related to interest-

bearing borrowings of EUR 300 million for the period 2024-2025 and

EUR 200 million for the period 2025.

For these hedges, to which hedge accounting is applied, in accordance
with IFRS 9 the documentation requirements of hedge accounting are met
and effectiveness tests are carried out in advance and on the reporting
date, to determine whether there is an economic relationship between the
derivative and the hedged instrument.

At year-end 2022, EUR 7 million positive has been recognized in equity

as cash flow hedge reserve for active hedge relationships.

Derivatives not subject to hedge accounting

Derivatives not subject to hedge accounting have been contracted primarily

to hedge currency risks related to anticipated sales and purchases, loans
and outstanding receivables and payables. The movements in the value of
the receivables and payables are largely being offset with movements in
the value of derivatives.

23.
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In addition, derivatives were entered into to hedge part of the price risk

on future purchases and sales of milk powder and butter. Furthermore,
derivatives were concluded to hedge part of the price risk on fuel costs for
sea transport (bunker oil) for the period up to mid-2023. For a further
explanation, see Note 27.

The interest rate swaps are entered into to convert the variable interest-
bearing borrowings of EUR 250 million (2021: EUR 250 million) into fixed
interest-bearing borrowings until November 2023.

FrieslandCampina’s policy is and was throughout the financial year, that
no trading in financial instruments takes place for speculative purposes.

Trade and other payables

2022 2021

Payables to member dairy farmers 627 468

Trade payables 1,915 1,676
Payables related to tax (excluding income tax)

and social security contributions 70 67

Other payables 1,046 880

3,658 3,091

The trade payables are non-interest bearing and generally have a payment
term of 30 to 90 days. As part of other payables, contract liabilities of
EUR 6 million (2021: EUR 8 million) are primarily related to deferred income.
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24. Commitments and contingencies

Purchase commitments fixed assets

At the end of the financial year, purchase commitments amounting to EUR
265 million (2021: EUR 208 million) were reported, with regard to property,
plant and equipment. Of this, EUR 131 million (2021: EUR 193 million) relates
to commitments for the next year.

Tax risks

Transfer pricing uncertainties

FrieslandCampina has issued internal guidelines regarding transfer pricing
policies which are in accordance with the OECD Transfer Pricing Guidelines
for Multinational Enterprises and Tax Administrations. Transfer pricing has a
cross-border effect and, as a consequence, local tax authorities often focus
on the impact of transfer pricing on the local result. To reduce transfer
pricing risks FrieslandCampina has implemented monitoring procedures to
safeguard the correct application of the transfer pricing policies. In certain
countries, FrieslandCampina has proactively approached the tax authorities
with the aim of seeking alignment of the applied transfer pricing policies.

Acquisitions, partnering & divestments

FrieslandCampina is involved in mergers and acquisitions (‘M&A’
transactions) whereby shares or assets are acquired or divested, or whereby
partnerships are entered into. Such transactions may result in different tax
risks and uncertain tax positions. Examples are the transfer of historical tax
liabilities to FrieslandCampina upon an acquisition, non-deductibility of
acquisition related costs and tax risks arising from the integration of the
acquired activities.

Within FrieslandCampina, M&A transactions are managed by M&A teams
comprising representatives from all the relevant disciplines, including tax
specialists. Uncertainties regarding the tax position resulting from M&A
transactions are therefore investigated and risks are mitigated if required
and to the extent possible.
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Contingent liabilities

Commitments related to the merger

Zuivelcodperatie FrieslandCampina U.A. is required to pay member dairy
farmers who terminate their membership a lump-sum leave fee of EUR 5.00
per 100 kilograms of milk delivered in the year prior to the year in which the
application for eligibility for the lump-sum leave fee is made. The eligibility
requirement for the lump-sum leave fee is that the member dairy farmer
must become a supplier to another purchaser of regular raw milk in the
Netherlands. The commitment will remain in force until member dairy
farmers with a total milk volume of 1.2 billion kilograms have left
FrieslandCampina. The status is that per 31 December 2022 member dairy
farmers with a total milk volume of 988 million kilograms have left under the
exit scheme.

Bank guarantees

At 31 December 2022, FrieslandCampina has provided bank guarantees

to third parties amounting to a total of EUR 75 million (2021: EUR 74 million).
Of the provided bank guarantees, EUR 60 million relates to the legal
proceeding in Thailand for which a provision is recorded. Refer to note 5.

Contingent tax liabilities

FrieslandCampina is involved in various tax proceedings that have emerged
during normal operations. In many countries, there is a high degree of
complexity concerning local tax regimes. FrieslandCampina regularly
carefully evaluates the probability that a tax proceeding will result in a tax
liability in the form of a cash outflow, and/or whether it is necessary to
recognise a provision. However, it is difficult to predict the outcome of tax
proceedings with any certainty and the outcome from a tax proceeding may
differ from FrieslandCampina's estimate.

FrieslandCampina estimates the contingent tax liabilities as at
31 December 2022, that are being investigated by tax authorities, at a total
of EUR 13 million (2021: EUR 14 million).
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Legal claims

Various claims were submitted to FrieslandCampina relating to the
Company's ordinary operations. A provision is made for claims for which
payment is considered probable and for which a reliable estimate can be
made, see Note 20. FrieslandCampina does not expect the other claims to
result in liabilities that have a material impact on its financial position.

Contingent assets

As part of the divestment of the production location in Xiushui, part of the
sales price is placed on an escrow-account. This amount may be released
in 2024 to the income statement when certain conditions are met. For more
information, refer to note 5.

Transactions with related parties
See Note 26 for the remuneration of the Supervisory Board and the
Executive Board.

Zuivelcoodperatie FrieslandCampina U.A.

Zuivelcooperatie FrieslandCampina U.A., the shareholder of the Company,
and FC C.V., represented by the managing partner FrieslandCampina B.V.,
have agreed that the latter will purchase the milk supplied by the
Cooperative’s members.

In 2022, this was 10 billion kilograms (2021: 10 billion kilograms). The price
to be paid for this milk is based on the weighted average milk price in
Germany, the Netherlands, Denmark and Belgium, which represents 56
billion kilograms (2021: 55 billion kilograms) of milk in total.

To finance the assets of Royal FrieslandCampina N.V. Zuivelcodperatie
FrieslandCampina U.A. has provided a perpetual subordinated loan (at
arm'’s length), of which its nominal value is EUR 290 million. In 2022, the
Cooperative has made a capital contribution to FrieslandCampina’s equity
in the amount of EUR 617 million, as disclosed in detail in Note 17.
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The relations are specified in the table below:

2022 2021
Interest on the Cooperative loan 9 8
Interest on member bonds 1 4
Other income 9 8
Receivables from Zuivelcooperatie
FrieslandCampina U.A. 179 102
Cooperative loan 295 295
Member bonds 65 127

Joint ventures and associates

FrieslandCampina regularly purchases and sells goods from and/or to
joint ventures and associates in which FrieslandCampina has no control.
The conditions under which these transactions take place are similar to
transactions with third parties. The relations are specified in the tables
below:

2022 2021
Joint ventures
Purchase of raw materials, consumables and
commodities 32 34
Sale of raw materials, consumables and commodities 2 1
Receivables from joint ventures 1
Payables to joint ventures 1 2
Associates
Purchase of raw materials, consumables and
commodities 16 28
Sale of raw materials, consumables and commodities 117 100
Receivables from associates 16 10

Payables to associates 3 3
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Member dairy farmers

FrieslandCampina regularly purchases goods from member dairy farmers.
The conditions under which these transactions take place are similar to
transactions with third parties. The relations are specified in the table
below:

2022 2021
Purchase of raw materials 5,338 3,821
Interest on member bonds 28 38
Member bonds 848 1,375
Liabilities to member dairy farmers 642 482

Supervisory Board and Executive Board

The members of the Supervisory Board who are also a member of the
Cooperative’s Board enter into transactions with FrieslandCampina in their
capacity as dairy farmers, including the supply of milk. This results in a
liability as at 31 December pursuant to milk supply allowances. These
Supervisory Board members are also holders of member bonds. The table
below sets out the transactions of the member dairy farmers who were a
Supervisory Board member during the reporting period and the balance
sheet positions with the members who were a Supervisory Board member
as at 31 December of the reporting period:

2022 2021
Purchase of raw materials 6 5
Member bonds 3 3

There were no transactions between FrieslandCampina and the Executive
Board, other than remuneration. See Note 26 for the remuneration of the
Supervisory Board and the Executive Board.

26.
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Pension funds

For transactions and outstanding positions with the company
pension fund and the industry wide pension fund for the dairy sector
('Bedrijfstakpensioenfonds voor de Zuivel'), refer to Note 18.

Remuneration of the Supervisory Board and

the Executive Board

The remuneration of the Supervisory Board and the Executive Board
consists of the remuneration of members during the reporting year.

2022 2021
Executive Board 6.2 41
Supervisory Board 1.0 11
Total 7.2 5.2

Executive board

The remuneration of members of the Executive Board consists of a fixed
component and a variable component. The variable component consists of
a short-term incentive and a long-term incentive. The short-term incentive
is based on a company part and an individual part as determined by the
Supervisory Board at the beginning of the year. For further explanation with
regard to the fixed and variable component, reference is made to the
Remuneration report (page 91).

J.M. de Bakker was Executive Board member until 1 March 2021.

G.M. Fraser and R.F. van Neerbos became Executive Board member from
1 March 2021, and J.G. Janssen became Executive Board member from

1 May 2021, increasing the number of Executive Board members from two
to four. In 2022, the number of Executive Board members was increased
to five, after accession by D.A. Cutter from 3 October 2022.
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Executive board 2022 2021
Short-term remuneration 4.4 3.2
Long-term remuneration’ 1.2 0.5
Pension plans 0.6 0.4

6.2 41

The long-term remuneration relates to the costs in relation to the performance of the reporting year across three
long-term incentive plans. The long-term remuneration does not reflect that H.M.A. Schumacher will step down
as CEO of FrieslandCampina as per 30 April 2023, and therefore two long-term incentive plans will forfeit in
2023. The cost accounted for the two plans that will forfeit is EUR 0.4 million.

Supervisory Board
The members of the Supervisory Board received the following
remuneration:

Supervisory Board 2022 2021
Short-term remuneration 1.0 1.0
Termination benefits' 01

1.0 11

This round-off amount of EUR 0.1 million concerns a cost compensation of EUR 66 thousand for settlement of
costs committed by E. Wunnekink in relation to the termination of his position as Supervisory Board member and
member of the board of the Cooperative.

Financial risk management and financial instruments

Capital management

FrieslandCampina strives to achieve a balance between a prudent financing
and reserve policy, investment in the Company and payments to the
member dairy farmers. The relationship between the reserves and the
payments to member dairy farmers is reviewed every three years and
approved by the Members’ Council. When reviewing the policy, expected
future circumstances are taken into consideration. Potential risks over
which FrieslandCampina has no influence are also taken into account.
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The Executive Board, under the supervision of the Supervisory Board, is
responsible for and formulates the policy for FrieslandCampina’s risk
management and internal control measures. This policy is revised on a
regular basis to ensure that it reflects changes in market conditions or
activities. The internal control framework within FrieslandCampina supports
the Executive Board in its monitoring tasks.

Please refer to the paragraph ‘Covenant Guidelines’ for the quantitative
notes with respect to the financial ratios that are monitored.

Active risk management

The increased volatility of foreign exchange markets, including for example
currency restrictions in Nigeria, the significant decline in economic growth
in emerging markets and problems in the Eurozone can have a material
impact on the future results of FrieslandCampina in various ways.

FrieslandCampina pursues an active risk management policy. This includes
scenario planning and measures to address any issues. Based on a
continuous business process of monitoring and risk analyses, the business
plans of all FrieslandCampina operating companies are adjusted where
necessary and maintained on the basis of a focused package of risk-
mitigating measures.

Financial risk management

FrieslandCampina is a multinational concern with many operating
companies in various countries. This makes FrieslandCampina sensitive to
various financial risks, such as credit risks, interest rate risks, liquidity risks,
commodity price risk and currency translation risks. The general risk policy
is aimed at identifying and analysing risks and, if necessary, mitigating
these risks in such a way that possible negative financial results are
prevented. Corporate Treasury has been given the mandate to implement
these mitigating measures. These measures are laid-down in a clearly
formulated policy. Corporate Treasury reports the exposure to financial
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risks, including the liquidity risk, currency translation risk, interest rate risk,
commodity price risk and credit risk related to financial services providers
to the Treasury Committee.

FrieslandCampina’s principal financial instruments are borrowings from
credit institutions and institutional investors, members bonds and cash and
cash equivalents. The main purpose of this mix of financial instruments is to
raise funds for FrieslandCampina’s operations from a variety of markets and
investors. FrieslandCampina has various other financial instruments, such
as trade receivables and trade payables, which arise directly from its
operations. FrieslandCampina closely monitors the market risks relative

to all financial instruments, mainly currency risks and interest rate risks.

FrieslandCampina also enters into derivative transactions, primarily
forward exchange contracts and interest rate swaps, in order to manage
the currency risks and interest rate risks arising from FrieslandCampina’s
operations and the financing of its operations. FrieslandCampina’s policy is,
and was throughout the financial year, that no trading in financial
instruments takes place for speculative purposes. The main risks arising
from FrieslandCampina’s financial instruments are currency risks, interest
rate risks, liquidity risks and credit risks.

Netting of financial instruments
FrieslandCampina has various financial assets and financial liabilities that
are subject to offsetting or netting agreements.

FrieslandCampina has implemented multiple cash pool systems that
facilitate a more efficient management of the daily working capital
requirements of the participating entities. The netting mechanisms of these
cash pools are managed by an external financial institution, mainly via daily
clearance. As a result no difference exists between the gross outstanding
amount and the net outstanding amount at the financial institution.

At year-end 2022, EUR 3 million (2021: EUR 181 million) of the gross

outstanding amount was reported on a net basis in the financial statements.
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Derivative transactions are carried out by FrieslandCampina on the basis of
standard agreements according to the International Swaps and Derivatives
Association (ISDA). In general, the amounts outstanding on a daily basis
can be aggregated in the same currency, resulting in a net amount. In
certain circumstances, for example when an event such as a default occurs,
all outstanding transactions under the agreement may be terminated, the
termination value is assessed and a net amount must be paid upon
settlement of the transactions. At year-end FrieslandCampina has netted

a not significant amount based on ISDA settlement agreements.

Financing programmes

FrieslandCampina makes use of various financing programmes for trade

receivables and account payables as part of its liquidity and credit risk

management processes:

- A number of FrieslandCampina suppliers participates in financing
programmes, whereby banks function as financing partners for these
suppliers. When suppliers participate in these programmes, the supplier,
at its own discretion and flexibility, has the option of receiving early
payment from the financing partner on the basis of invoices sent to
FrieslandCampina. The condition here is that FrieslandCampina must
recognise and approve the receipt of goods or services, and irrevocably
accept the obligation of paying the invoice to the financing partner on
the due date. By participating in this financing programme, suppliers
benefit from FrieslandCampina’s creditworthiness, while
FrieslandCampina is able to improve its payment term.

- In addition, FrieslandCampina makes use of trade receivable sales
programmes, whereby the trade receivables are sold to banks before the
payment term expires. The risks and rewards pertaining to these trade
receivables, including credit risk, are fully transferred in this respect.

FrieslandCampina itself also makes use of financing programmes provided
by its customers. Under these programmes, FrieslandCampina has the
option of receiving early payments.



D Financial Statements

Currency risks

As FrieslandCampina operates worldwide, a considerable portion of its
assets, liabilities and results is sensitive to currency fluctuations. The
purpose of the policy for managing transaction risks is to limit the effect of
currency fluctuations on financial performance. In principle, transaction
risks are hedged. The amount of hedged positions may vary due to specific
product and market conditions.

Currency risks resulting from investments in foreign subsidiaries, joint
ventures and associates are, in principle, not hedged. The currency risk
arising from dividend receivables from foreign subsidiaries is also not
hedged. The currency translation risks arising from loans to foreign
subsidiaries are, in principle, hedged. By financing foreign subsidiaries in
the local currency wherever possible, the risk arising from a currency
mismatch between assets and liabilities is restricted.

The economic situation in Nigeria has created currency restrictions since
2020, resulting in an increased USD liability. The currency risk is partially
hedged by non-deliverable forwards and is consequently hedged only for a
specific term (2022: EUR 98 million, 2021: EUR 35 million). In addition
currency risk is partially hedged with prepayments in local currency to
obtain US Dollars in the future.

The solvency requirements that FrieslandCampina imposes on its foreign
subsidiaries do, however, result in a degree of currency translation risk.

Exposure to currency risk

The summary of quantitative data about FrieslandCampina’s exposure to
foreign currency risk provided to management based on its risk
management policy was as follows (positions stated in EUR):

Receivables

Cash and cash
equivalents
Liabilities

Net statement of
financial position
Forward exchange
contracts

Net exposure

31 December
Sensitivity analysis
Impact on profit before
tax

Receivables

Cash and cash
equivalents
Liabilities

Net statement of
financial position
Forward exchange
contracts

Net exposure 31
December
Sensitivity analysis
Impact on profit before
tax
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2022
EUR/USD EUR/CNY NGN/USD IDR/USD EUR/HKD
563 217 226 6 9
193 3 2
476 94 327 13 34
280 123 -98 =7/ -23
167 134 -155 -35
13 -1 57 28 -23
6 -1 3 1 -1
2021
EUR/USD EUR/CNY NGN/USD IDR/USD EUR/HKD
455 63 108 45 5
73 45 9
483 3 325 9 63
45 60 -172 36 -49
38 83 -35 -8
7 -23 -137 36 -a1
-1 -7 2 -2
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Sensitivity analysis

FrieslandCampina is primarily sensitive to fluctuations in the US dollar
exchange rate due to its sales and purchases in dollars. The largest
currency pairs are EUR/USD, EUR/CNY, NGN/USD, IDR/USD and EUR/HKD.
As far as the euro is concerned, this relates mainly to sales in US dollars
and Chinese yuan. For the other currencies this mainly relates to the
purchase of raw materials on the world market.

The table above illustrates the impact of a 5% change in the specified
currency (USD, CNY and HKD) in relation to the local currency (EUR,

NGN and IDR) on the profit before tax. A 5% change in exchange rate is
considered a realistic possibility. This analysis is based on foreign currency
exchange rate variances that FrieslandCampina considered to be
reasonably possible at the reporting date. The analysis assumes that

all other variables, in particular interest rates, remain constant.

In addition, from time-to-time US Dollars are sourced in Nigeria at a higher
exchange rate than the official exchange rate, because of the currency
restrictions. The difference is recognised in costs of goods sold. At the
end of 2022, this exchange rate is 66% higher. In addition, a liability is
recorded for higher costs to exchange local currencies to USD, see note 5.

Currently a 5% exchange rate movement would not lead to a material
impact on the cash flow hedge reserve, which is therefore not disclosed.
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Commodity Price Risk

FrieslandCampina is sensitive to price risks on future purchases and/or
sales of raw materials, such as milk, milk-related positions (for example,
milk powder and butter) and ingredients (for example, sugar). In addition,
it is also sensitive to price risks on the fuel component of transport by
road and sea.

The treasury policy sets out that a part of the forecast consumption of
fuel and ingredients for limited graduated quantities at a maximum can
be hedged over the coming years. The price risks on raw materials are
primarily hedged by taking out financial derivatives, independent of the
contracts with the physical suppliers.

The total portfolio of financial derivatives that hedges these price risks is
relatively limited in comparison to FrieslandCampina’s total positions.

Interest rate risk

The objective of interest rate risk management is to limit the effect of
interest rate fluctuations on profit and to reduce interest expense where
possible. Interest rate derivatives are used to match the effective interest
in borrowings to the intended interest rate risk profile. The treasury policy
specifies that the percentage characterised by a fixed interest rate, or that
is fixed by means of a hedge, varies with a bandwidth of 40%-80% with a
minimum time horizon of at least three full calendar years.
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The percentage which is characterised by a fixed interest percentage was unused at the end of 2022, which is substantially more than the
or is fixed by means of a hedge is at 31 December 2022 70% (2021: 91%). minimum credit headroom of EUR 350 million required according to
The overview below shows the situation at the end of the year: FrieslandCampina’s financial policy.

Interest on borrowings 2022 2021 Cash flows on financial liabilities

The table below gives an overview of the maturity dates of the financial

Sl Carrying  Carrying liabilities of contractual nominal payments including related interest

amount amount amount amount

excluding including excluding including liabilities. This table does not show derivatives recognised under the
hedging  hedging hedging hedging current and non-current other financial assets. For derivatives recognised
under the other financial liabilities the table shows both the incoming and
Fixed rate 884 1134 915 1,218 outgoing contractual cash flows.
Variable rate 747 497 430 127
1,631 1,631 1,345 1,345 2022
Carrying Contractual 2024 - After
amount cash flows 2023 2027 2027
FrieslandCampina carried out a sensitivity analysis based on the impact Non-derivative financial
of interest rates on derivatives and other financial instruments at the end liabilities
of the year. The analysis of cash and cash equivalents and liabilities with Interest-bearing borrowings 1,455 -1,524 -660 775 -89
variable interest rates was carried out based on the assumption that the Lease liabilities 176 -191 =55 -106 -30
outstanding amount at the end of the year had been outstanding Trade and other payables 3,658 -3,658 -3,658
throughout the year. This sensitivity analysis indicates that, if interest had Put option liabilities 68 -68 -51 -17
risen or fallen by 0.5%, the cumulative interest charges for the current year Contingent considerations 1 -1 -1
would not have been significantly higher or lower. Derivates
Forward exchange - inflow 7 419 419
Liquidity risk Forward exchange - outflow -426 -426
FrieslandCampina’s objective is to maintain a balance between the Commodity swaps - outflow 1 -2 ={ =
continuity and flexibility of its funding by using a range of financial 5,366 -5,451 -4,433 -882 -136

instruments. Total net debt should be covered mainly by long-term
borrowings and committed credit facilities, which is also maintained as a
backup for short-term debt securities. FrieslandCampina manages its
liquidity mainly by keeping available a significant amount of headroom
under the committed credit facilities totaling EUR 2,497 million, (2021: EUR
2,274 million). Of these facilities EUR 1,250 million (2021: EUR 1,150 million)
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2021

Carrying Contractual 2023 - After
amount  cash flows 2022 2026 2026

Non-derivative financial

liabilities
Interest-bearing borrowings 1140 -1188 =191 -994 -3
Lease liabilities 205 -219 -59 -120 -40
Trade and other payables 3,091 -3,091 -3,091
Put option liabilities 65 -65 =51 -14
Contingent considerations 4 -4 -4
Derivates
Cross currency swaps - inflow 1 53 53
Cross currency swaps -
outflow -56 -56
Forward exchange - inflow 4 321 321
Forward exchange - outflow -1 -324 -324
Commodity swaps - outflow 1 -1 -1
4,510 -4,574 -3,403 -1114 -57
Credit Risk

FrieslandCampina is exposed to credit risk in respect of its trade
receivables, cash and cash equivalents, financial assets, and derivative
financial instruments. FrieslandCampina manages credit risk by
systematically monitoring the credit rating of its customers at a
decentralised level and financial counterparties at a central level.

The strategy focuses among others on the strengthening of cash flows.
Through continuous focus on creditworthiness and payment arrears of
customers credit risk is being managed.
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FrieslandCampina generally trades with reputable third parties with whom
it maintains long-standing trading relationships. In accordance with
FrieslandCampina’s credit management policy, customers are categorised,
and depending on their credit profile, the following risk mitigating measures
have been taken:

- prepayment, paid cash on delivery or collateralisation;

- coverage by letter of credit or bank guarantee;

- credit insurance.

Thanks to the spread of geographical areas and product groups, there is
no significant concentration of credit risk in FrieslandCampina’s trade
receivables (no single customer accounts for more than 2.1% (2021: 2.1%)
of revenue). The total write-offs of trade receivables amount to less than
0.1% of annual revenue. For further information regarding trade receivables,
see Note 14.

Whenever possible, cash and cash equivalents have been deposited with
first class international banks, in example those with at least a ‘single A’
credit rating. Over recent years, the credit rating of banks has declined
across the board. Cash and cash equivalents held by subsidiaries in
relatively unstable political climates are, however, subject to local country
risks. To minimise these risks, FrieslandCampina follows an active dividend
policy in relation to these subsidiaries. Many countries in which
FrieslandCampina operates, in particular emerging markets, have a credit
rating far lower than ‘single A. As a result, local banks in these countries
have a correspondingly low credit rating, or no credit rating. For example,
FrieslandCampina has substantial cash positions in Nigeria and to mitigate
this higher credit risk, FrieslandCampina, in addition to an active dividend
policy and a strict banking policy with limits for each bank, also made use
of financial instruments. As part of Other financial assets, prepayments to
banks and distributors in Nigeria are recorded, refer to note 12. The credit
rating of these counterparties generally is <BBB.
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Derivatives are in principle traded with financial institutions with good
credit ratings, i.e. at least ‘investment grade’ (credit rating BBB or higher).
Whenever possible, FrieslandCampina strives for offsetting in accordance
with the ISDA agreements. FrieslandCampina’s maximum credit risk
exposure on financial assets is equal to the current carrying amount.

The overview below shows the credit ratings of outstanding cash and cash
equivalents and derivative financial instruments as at 31 December:

Credit rating financial

institution 2022 2021

Contract Contract

Cash volume Cash volume

positions  derivatives positions  derivatives

AA 8 127 4 29

A 325 1,846 294 1,218

BBB 1 227 13 50
< BBB 38 1 129

No rating 39 66 67 21

421 2,267 507 1,318
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Covenant guidelines
Existing guidelines for financial ratios:

- Net Debt / EBITDA <35
- EBITDA / Net Interest > 3.5

The conditions of all facilities were met. If the conditions are not met, the
amounts stated under the credit facilities, green bonds, the European
Investment Bank, International Finance Corporation and the Private
Placements are callable.

The table below sets out the specification of the net debt at year-end, in
accordance with the covenant guidelines the impact of lease liabilities are
disregarded:

2022 2021
Non-current interest-bearing borrowings 868 1.006
Current interest-bearing borrowings 587 134
Receivables from ZuivelcoOperatie
FrieslandCampina U.A. =179 -102
Cash and cash equivalents -421 -507
Cash and cash equivalents not freely available 33 169

Net debt 888 700
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Derivatives designated as cash flow hedges with the application of hedge
accounting

The following table indicates the periods in which the cash flows associated
with cash flow hedges are expected to occur and the fair values of the
related hedging instruments.

2022

Expected 2024 - After
Fair value cash flows 2023 2027 2027

Cross currency swaps
Assets 30 33 4 28 1

Interest Rate swaps
Assets 10 10 10

Fuel Commodity swaps

Assets 12 2 10
Liabilities -1 -1 -1

2021

Expected 2023 - After
Fair value cash flows 2022 2026 2026

Cross currency swaps
Assets 25 25 10 14 1
Liabilities -4 -3 -3

Commodity swaps
Assets 10 10 6 4
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Accounting classifications and fair values

The carrying value of the financial assets and liabilities recorded in the
consolidated balance sheet are stated below, as are the financial
instruments measured at fair value, or with carrying amount that differ from
the fair value, shown by valuation method. The fair value is the amount that
would be received or paid if the receivables and/or liabilities were settled
on the reporting date, without further liabilities. The different levels of input
data for the determination of the fair value are defined as follows:

Level 1: quoted prices (unadjusted) in active markets for identical assets or
liabilities;

Level 2: input other than quoted market prices that come under Level 1 that
is observable for the asset or liability, either directly (as prices) or indirectly
(derived from prices);

Level 3:input related to the asset or liability that is not based on observable
market data (unobservable input) whereby this input has a significant
impact on the outcome.
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Financial assets not measured at fair value
Loans issued - variable rate

Other financial assets

Trade and other receivables

Cash and cash equivalents

Financial assets measured at fair value
Hedging derivatives

Financial liabilities not measured at fair value
Interest-bearing borrowings - fixed rate
Interest-bearing borrowings - variable rate
Other non-current financial liabilities

Trade and other payables

Financial liabilities measured at fair value
Hedging derivatives

Put option liabilities

Contingent considerations
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2022
Financial
assets at Other Total
amortised financial carrying Total
cost liabilities amount fair value
42 42
270 270
2,149 2149
421 421
2,882 2,882
78 78
884 884 873
747 747
3 3
3,658 3,658
5,292 5,292
8 8
68 68
1 1

77
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2021
Fair value - Financial
hedge assets at Other Total
accounting  Mandatorily amortised financial carrying Total
Note instruments at FVTPL cost liabilities amount Level 1 Level 2 Level 3 fair value
Financial assets not measured at fair value
Loans issued - fixed rate (12) 10 10 10 10
Loans issued - variable rate (12) 24 24
Other financial assets (12) 121 121
Trade and other receivables (14) 1,605 1,605
Cash and cash equivalents (15) 507 507
2,267 2,267
Financial assets measured at fair value
Hedging derivatives (22) 35 9 44 44 44
Financial liabilities not measured at fair value
Interest-bearing borrowings - fixed rate (21) 915 915 955 955
Interest-bearing borrowings - variable rate (21) 430 430
Other non-current financial liabilities (22) 3 3
Trade and other payables (23) 3,091 3,091
4,439 4,439
Financial liabilities measured at fair value
Hedging derivatives (22) 4 5 9 9 9
Put option liabilities (22) 65 65 65 65
Contingent considerations (22) 4 4 4 4
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The fair value is determined by discounting cash flows based on market
interest rates. To calculate the fair value of the interest-bearing borrowings
with a fixed interest rate an average weighted interest rate of 6.2% (2021:
0.5%) is used.

Hedging derivatives

The hedging derivatives are classified as Level 2 valuation method. The fair
value of the forward exchange contracts is calculated by comparison with
the current forward prices of contracts for comparable remaining terms.
The fair value of interest rate swaps is determined on the basis of the
present value based on current market data provided by Bloomberg.

The fair value of the commodity swaps is based on the statement of the
market-to-market valuations of the relevant counterparties based on the
EEX quotations.

Put option liabilities

FrieslandCampina issued a put option to IFC and the Netherlands
Development Finance Company (FMO) with respect to the shares held in
the Dutch legal entity holding 51% of the shares in FrieslandCampina Engro
Pakistan Ltd. The fair value of the put option is determined based on the

present value of the expected exercise price on the expected exercise date.

The exercise price is primarily dependent on the profit of FrieslandCampina
Engro Pakistan Ltd. before interest, taxes, depreciation and amortisation.
The shares are subdivided into type A and type B shares, whereby a cap
and floor has been agreed upon in relation to the return of type A shares.
The put option on type A shares can first be exercised at the beginning of
2022, the put option on type B shares first at the beginning of 2024. Due to
the sensitivity to the results of FrieslandCampina Engro Pakistan Ltd., the
measurement method for this liability has been classified as Level 3.
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At year-end 2021, a remeasurement of the put option liability was
performed. This resulted in a dotation of EUR 2 million (2021: dotation of
EUR 8 million). This dotation is recognised under other finance cost.

If the forecasted profit before interest, taxes, depreciation and amortisation
of FrieslandCampina Engro Pakistan Ltd. would have been 10% higher, then
FrieslandCampina's profit over 2022 would have been EUR 1 million lower
due to the remeasurement of the put option liability.

Movements and transfers
During 2022, movements of the financial instruments classified as Level 3
were as follows:

2022

Contingent Put option

considerations liabilities

Carrying amount at 1 January 4 65
Redemptions =3

Finance costs 1

Fair value adjustment 2

Carrying amount at 31 December 1 68

There were no transfers from or to levels 1, 2 or 3 during 2022.



28.
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2021
Contingent Put option
considerations liabilities
Carrying amount at 1 January 3 54
Redemptions -2
Recognised following sale of businesses 3
Finance costs 3
Fair value adjustment 8
Carrying amount at 31 December 4 65
Specification of external auditor's fee
2022
Pricewater-
houseCoopers
Accountants Other PwC Total PWC
N.V. network network
Audit of the financial statements 1.4 1.8 3.2
Other audit engagements 1.0 0.1 11
2.4 1.9 4.3
2021
Pricewater-
houseCoopers
Accountants Other PwC Total PWC
N.V. network network
Audit of the financial statements 1.3 1.8 31
Other audit engagements 0.3 0.1 0.4
1.6 1.9 3.5

29.

30.
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Subsequent events
There were no subsequent events with a significant impact on the 2022
financial statements.

Significant accounting policies

The accounting policies as set out below have been applied consistently to
all periods presented in these consolidated financial statements and have
also been applied consistently by all FrieslandCampina’s entities.

Basis of Consolidation

Business combinations

Business combinations are accounted for by using the acquisition method
as at the acquisition date, which is the date on which control is transferred
to FrieslandCampina. FrieslandCampina is deemed to have control if, on the
basis of its involvement with the entity, it is exposed to or is entitled to
variable returns and has the power to influence the variable returns on the
basis of its control of the entity.

FrieslandCampina measures goodwill at the acquisition date as:

- the fair value of the consideration transferred; plus

- the recognised amount of any non-controlling interests in the acquiree;
plus

- if the business combination is achieved in stages, the fair value of the
pre-existing equity interest in the acquiree; less

- the net recognised amount (generally fair value) of the identifiable assets
acquired and liabilities assumed.

If the excess is negative, a bargain purchase gain is recognised immediately
in the income statement. The consideration transferred does not include
amounts related to the settlement of pre-existing relationships. Such
amounts are generally recognised in the income statement. Transaction
costs incurred by FrieslandCampina in connection with a business
combination, which are not costs in connection with the issue of shares or
bonds, are recognised in the income statement when they are incurred.
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Any contingent consideration is measured at fair value at the acquisition
date. If the contingent consideration is classified as equity, it is not
remeasured and settlement is accounted for within equity. Subsequent
changes in the fair value of the contingent consideration are recognised in
the income statement. The interest accrued on and the adjustments made
to the fair value as a result of changes to the interest accrual period are
reported under finance income and costs. Adjustments to the fair value as
a result of other changes are reported under other operating costs and
income.

The put option liabilities relating to non-controlling interests are classified
as a liability, rather than a non-controlling interest, in both the balance
sheet and the income statement. The interest accrued on the put option
liabilities, any dividends paid to holders of the put option and adjustments
to the fair value are recorded under finance income and costs. The put
option liabilities are recognised under other financial liabilities.

For each business combination, FrieslandCampina elects to measure any
non-controlling interest in the acquiree either at fair value or at the
proportionate share of the acquiree’s identifiable net assets, which are
generally at fair value.

Acquisition of non-controlling interests

Changes in FrieslandCampina’s interest in a subsidiary that do not result in
a loss of control are accounted for as equity transactions (transactions with
owners in their capacity as owners). Adjustments to non-controlling
interests whereby control is retained are based on a proportionate amount
of the net assets of the subsidiary. No adjustments are made to goodwill
and no gain or loss is recognised in the income statement.

Subsidiaries

Subsidiaries are entities over which FrieslandCampina has control.
Subsidiaries are fully recognised in the consolidated financial statements
from the date that control commences until the date that control ceases.
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Loss of control

At the moment of loss of control, FrieslandCampina derecognises the
assets and liabilities of the subsidiary, any non-controlling interests and the
other components of equity related to the subsidiary. Any surplus or deficit
arising on the loss of control is recognised in the income statement. If
FrieslandCampina retains any interest in the previous subsidiary, such
interest is measured at fair value at the date control ceases. Subsequently
the interest is accounted for as an associate (accounted for according to
the equity method) or as an available-for-sale financial asset, depending on
the level of influence retained.

Associates and joint ventures

Associates are those entities in which FrieslandCampina has significant
influence, but no control, over the financial and operating policies. Joint
ventures are the entities in which FrieslandCampina has joint control and to
which FrieslandCampina is entitled to a portion of the net assets rather
than the assets and liabilities of the entity. A joint venture is a contractual
arrangement whereby FrieslandCampina and other parties undertake an
economic activity through a jointly controlled entity.

Joint control exists when strategic, financial and operating policy decisions
relating to the activities require the unanimous consent of the parties
sharing control.

Investments in associates and joint ventures are accounted for using the
equity method and are recognised initially at cost. The cost of the
investment includes transaction costs.

After initial recognition, the consolidated financial statements include
FrieslandCampina’s share of the results and the other comprehensive
income of the participations from the date on which FrieslandCampina first
has significant influence up to the date on which it last has significant
influence or joint control. Dividends received or receivable from associates
and joint ventures are recognised as a reduction in the carrying amount of
the investment.
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When FrieslandCampina’s share of losses exceeds its interest in an equity-
accounted investee, the carrying amount of the investment, including any
long-term interest that forms a part thereof, is reduced to zero and the
recognition of further losses is discontinued except to the extent that
FrieslandCampina has an obligation or has made payments on behalf of the
investee.

Elimination of intercompany transactions

Intra-group balances and transactions and any unrealised gains and losses
arising from intra-group transactions are eliminated when preparing the
consolidated financial statements. Unrealised gains arising from
transactions with associates and joint ventures are eliminated to the extent
of FrieslandCampina’s interest in the entity. Unrealised losses are
eliminated in the same way as unrealised gains, but only to the extent that
there is no evidence of impairment.

A list of the principal subsidiaries, joint ventures and associates is included
on page 185.

Foreign currency translation

Foreign currency transactions

Monetary assets and liabilities denominated in foreign currencies are
translated at the exchange rates on the reporting date, derived from the
market in which transactions are expected to be settled. Transactions
denominated in foreign currencies are translated at the exchange rate on
the date of the transaction.

Non-monetary balance sheet items valued at historical cost in foreign
currencies are translated at the exchange rates on the date of the initial
transaction. Non-monetary items valued at fair value in foreign currencies
are translated using the exchange rates on the date on which the fair value
was determined.
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Foreign currency differences arising on translation are recognised in the
income statement, except for the following differences, arising on the
translation of:
- available-for-sale equity investments;
- a financial liability designated as a hedge of the net investment in
a foreign operation;
- qualifying cash flow hedges to the extent the criteria for hedge
accounting are met.

These differences are recognised in equity via other comprehensive
income.

Foreign operations

Assets and liabilities of foreign subsidiaries are translated at the exchange
rates on the reporting date; their income and expenses are translated at the
exchange rates on the date of the transaction. Foreign currency translation
differences are recognised in other comprehensive income and presented
in the currency translation reserve in equity. If however, the foreign
operation is a subsidiary that is not owned by FrieslandCampina for 100%,
the relevant proportion of the translation difference is allocated to non-
controlling interests.

When control, significant influence or joint control in a foreign operation

is lost due to a (partial) disposal, the cumulative amount in the translation
reserve related to that foreign operation is reclassified to the income
statement as part of the gain or loss on disposal. When FrieslandCampina
disposes of only part of its interest in a subsidiary that includes a foreign
operation while retaining control, the relevant proportion of the cumulative
amount is classified as a non-controlling interest. When FrieslandCampina
disposes of only part of its investment in an associate or joint venture that
includes a foreign operation while retaining significant influence or joint
control, the relevant proportion of the cumulative amount is reclassified to
the income statement.
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If the settlement of a monetary receivable from or obligation to a foreign
activity is neither planned nor likely in the foreseeable future, this is
considered as a net investment in the foreign activity. Currency translation
differences arising through the translation of a receivable or liability that is
classified as a net investment in a foreign activity are recognised in other
comprehensive income and accounted for in the currency translation
differences reserve in equity. When this receivable or liability is repaid, the
portion of the currency translation differences reserve related to this net
investment is transferred to the income statement.

The following exchange rates have been used in the preparation of the
consolidated financial statements:

2022

At year-end Average

US dollar 1.07 1.05
Chinese yuan 7.36 7.08
Philippine peso 59.36 57.33
Hong Kong dollar 8.35 8.25
Indonesian rupiah (1,000) 16.61 15.64
Malaysian ringgit 4.69 4.63
Nigerian naira 493.27 449.01
Pakistan roupee 242.03 214.96
Singapore dollar 1.43 1.45
Thai baht 37.06 36.85
Vietnamese dong (1,000) 25.24 24.64
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2021

At year-end Average

US dollar 114 118
Chinese yuan 7.22 7.63
Philippine peso 57.65 58.28
Hong Kong dollar 8.86 9.19
Indonesian rupiah (1,000) 16.14 16.91
Malaysian ringgit 4.72 4.90
Nigerian naira 476.11 481.97
Pakistan roupee 200.72 192.69
Russian rouble 85.47 8718
Singapore dollar 1.53 1.59
Thai baht 37.76 37.82
Vietnamese dong (1,000) 25.89 2713

Financial instruments

Non-derivative financial assets

FrieslandCampina initially recognises loans and receivables on the date

that they are originated. All other financial assets (including assets

designated as at fair value through profit or loss) are recognised initially on
the trade date, which is the date that FrieslandCampina becomes a party to
the contractual provision of the instrument.

FrieslandCampina derecognises a financial asset when the contractual
rights to the cash flows from the asset expire, or when it transfers the
rights to receive the contractual cash flows in a transaction in which
substantially all the risks and rewards of ownership of the financial asset

are transferred.

Financial assets and liabilities are offset and the net amount is presented

in the statement of financial position if, and only if, FrieslandCampina has a
legal right to offset the amounts and intends either to settle on a net basis
or to realise the asset and the liability simultaneously.
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The classification of loans, receivables and deposits is dependent on the
business model for managing the assets and the contractually cash flows.
When the contractual cash flows represent solely payments of principal and
interest on the principal amount outstanding, and when in the business
model the assets are held to collect, the loans, receivables and deposits are
classified at amortised cost. Otherwise, loans, receivables and deposits are
classified as fair value through other comprehensive income or as fair value
through profit or loss.

The classification of securities is dependent on an irrevocable decision by
FrieslandCampina to classify the instrument on initial recognition as a fair
value through other comprehensive income or as fair value through profit
or loss.

Fair values for disclosure purposes, are calculated based on the present
value of future principal and interest cash flows, discounted at the market
rate of interest at the reporting date.

Financial assets measured at fair value through profit or loss

A financial asset is classified as stated at fair value through profit or loss if it
is classified as such on initial recognition or if the financial asset is
reclassified as a financial asset held for sale. Directly attributable transaction
costs are recognised as an expense in the income statement when they are
incurred. Financial assets measured at fair value through profit or loss are
measured at fair value and any changes in that fair value are recognised in
the income statement.

Financial assets at amortised cost

Loans granted, long-term receivables, trade receivables and other
receivables and deposits are financial instruments with fixed or
determinable payments that are not listed on an active market.
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On initial recognition such assets are stated at fair value plus any directly
attributable transaction costs.

After initial recognition, the loans and receivables are stated at amortised
cost in accordance with the effective interest method, less any
impairments.

Cash and cash equivalents

Cash and cash equivalents comprise cash at banks and in hand and short-
term deposits ordinarily with original maturities of three months or less from
the acquisition date.

Non-derivative financial liabilities

The initial recognition of financial liabilities (including liabilities designated
as fair value through profit and loss) is stated at transaction date. The
transaction date is the date on which FrieslandCampina commits to the
contractual provisions of the instrument.

The fair value, determined for the purpose of the notes, of the liabilities is
determined on the basis of the discounted cash flows.

FrieslandCampina no longer recognises a financial liability in the balance
sheet as soon as the performance pursuant to the relevant liability was
completed, expired or released.

Financial liabilities other than derivatives consist of interest-bearing
borrowings (including lease liabilities), other financial liabilities, trade
payables and other liabilities. On initial recognition, such financial liabilities
are stated at fair value less any directly attributable transaction costs. After
initial recognition, these financial liabilities are stated at amortised cost in
accordance with the effective interest method.
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Lease liabilities

The interest-bearing borrowings include lease liabilities. At initial

recognition, lease liabilities are measured at the present value of future

lease payments. Lease payments consist of:

- fixed payments, including in substance fixed payments, minus
contractual lease incentives;

- the exercise price of a purchase option when it is reasonably certain that
FrieslandCampina will exercise this option;

- the payment of a penalty when it is reasonably certain that
FrieslandCampina will terminate the lease early;

- payments that fall within the period of an extension option when it is
reasonably certain that FrieslandCampina will exercise this option;

- payments that fall within the period of which it is reasonably certain that
FrieslandCampina will make use of the asset, for contracts for which a
contractual end-date has not been agreed upon.

When an estimate in respect of the lease payments changes, including
changes in remaining lease payments based on an index or rate, the lease
liability is remeasured taking into account these changes, whereby the
right-of-use asset is also remeasured.

Lease payments are discounted using the interest rate implicit in the lease.
When the interest rate implicit in the lease cannot be derived, the lease
payments are discounted using the incremental borrowing rate that reflects
the interest rate at which FrieslandCampina could have obtained a loan to
finance a similar asset in the same economic environment for the same
duration and with the same collateral.

The lease liability is reduced by the lease payments. The interest accrued
on the lease liabilities is recognised as part of finance costs in
the income statement.
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Derivatives (including derivatives for which hedge accounting is applied)
FrieslandCampina holds derivatives to hedge its exposure on foreign
currency risk, cash flow risks interest rate risk and price risk on
commodities.

Derivatives are recognised initially at fair value where direct attributable
transaction costs are recognised in the income statement as incurred.
Subsequent to initial recognition, derivatives are measured at fair value and
changes are accounted for as described below, depending on whether
hedge accounting has been applied. When measuring derivatives, the
credit risk arising from adjustments to the fair value for the credit risk of the
counterparty (Credit Valuation Adjustment (CVA)) and the Company’s credit
risk (Debit Valuation Adjustment (DVA)) are taken into account.

The fair value of forward exchange contracts is generally determined by
discounting the difference between the contractual forward price and the
current forward price for the residual maturity of the contract. The fair
value of interest rate swaps and cross currency swaps is determined by
discounting the cash flows resulting from the contractual interest rates of
both sides of the transaction. The fair value takes into account the current
interest rates, current foreign currency rates and the current
creditworthiness of both the counterparties and FrieslandCampina itself.

The fair value of the commodity swaps is generally based on the market
values issued by the brokers.

Derivatives for which hedge accounting is applied
FrieslandCampina applies cash flow hedge accounting on a portion of its
foreign currency, interest rate and commodity derivatives.

Assessment of the hedging relationship's effectiveness

On initial designation of the derivative as a hedging instrument,
FrieslandCampina formally documents the relationship between the
hedging instrument(s) and the hedged item(s), including its risk
management objectives and strategy in undertaking the hedge transaction
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and the hedged risk, together with the methods that will be used to assess
the effectiveness of the hedging relationship. At the start of the hedging
relationship and on each subsequent reporting date, FrieslandCampina
assesses whether the hedging instruments during the period for which the
hedge was designated are expected to meet the hedge accounting criteria.

The hedging relationship can result in ineffectiveness when:

- Changes in value of the hedging instrument do not match the changes
in value of the hedged item due to for example the credit risk of the
counterparty (CVA), the Company'’s credit risk (DVA) or the currency
spread basis in the derivative;

- Deviations between the characteristics of the hedging instrument and
the hedged item.

Applying for a cash flow hedge for an anticipated transaction requires
that it is highly probable that the transaction will take place and that this
transaction would result in an exposure to the fluctuation of cash flows of
such significance that these ultimately could affect the reported profit or
loss.

Cash flow hedges

When a derivative is designated as the hedging instrument for the
variability in cash flows resulting from a particular risk associated with a
recognised asset, liability, or highly probable anticipated transaction that
could affect the income statement, then the effective portion of changes in
the fair value of the derivative is included in the consolidated statement of
other comprehensive income and presented in the hedging reserve in
equity. Any ineffective portion of changes in the fair value of the derivative
is recognised immediately in the income statement.

If the hedged item is a non-financial asset, the amount accumulated in
equity is included in the carrying amount of the asset when the asset is
recognised. In other cases, the amount accumulated in equity is reclassified
to the income statement in the same period that the hedged item affects
the income statement. If the hedging instrument no longer meets the
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criteria for hedge accounting, expires, is sold, terminated or exercised, then
hedge accounting is terminated from the date of the most recent
assessment of effectiveness. If the forecasted transaction is no longer
expected to occur, the balance in equity is reclassified to the income
statement.

Derivatives without application of hedge accounting

When a derivative is not designated as a hedge relationship that qualifies
for hedge accounting, all changes in its fair value are recognised
immediately in the income statement.

Equity

Share capital

The shares are classified as equity. The share capital comprises paid-up
capital and the remaining portion concerns share premium reserve.

Other financial instruments

Other financial instruments are classified as equity if the instruments do not
have a maturity date and FrieslandCampina can defer the interest
payments.

Dividends
Dividends are recognised as a liability in the period in which they are
declared.

Costs related to equity instruments
Costs directly attributable to the issue of equity instruments are deducted
from equity, net of tax.
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Property, plant and equipment

Recognition and measurement

Property, plant and equipment are measured at cost less accumulated
depreciation, accumulated impairment losses and remeasurement of lease
liabilities. The cost price includes any costs directly attributable to the
acquisition of the asset.

The cost price of self-constructed assets comprises:

— costs of materials and direct labour costs;

- any other costs directly attributable to making the asset ready for use;

- costs directly attributable in obtaining right-of-use assets;

- if FrieslandCampina has an obligation to remove the asset, an estimate
of the cost of dismantling and removing the items;

- capitalised borrowing costs.

Property, plant and equipment also include right-of-use assets. At the
commencement date of the lease, the leased asset is measured at the
present value of the lease liability, except for short-term leases or low-
value leases.

If parts of property, plant and equipment have different useful lives, the
parts are accounted for as separate components of property, plant and
equipment. Any gain or loss on the disposal of property, plant and
equipment is determined on the basis of a comparison of the proceeds from
the sale and the carrying amount of the property, plant or equipment and is
recognised in the income statement.

Acquisition of property, plant and equipment resulting from a business
combination

The fair value of property, plant and equipment recognised as a result of a
business combination is the estimated amount for which property could be
exchanged on the acquisition date between a willing buyer and a willing
seller in an arm’s length transaction based on negotiations wherein the
parties had each acted knowledgeably. The fair value of land, buildings and
equipment is based on the market approach and cost approaches using
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quoted market prices for similar items when available and depreciated
replacement costs when appropriate. Depreciated replacement costs
reflect adjustments for physical deterioration as well as functional and
economic obsolescence.

Costs after initial recognition

Costs after initial recognition are capitalised only when it is probable that
the future economic benefits associated with the expenditure will flow to
FrieslandCampina. Ongoing repair and maintenance costs are expensed
as incurred.

Depreciation

Property, plant and equipment are depreciated on a straight-line basis in
the income statement over the estimated useful life of each component.
Leased assets are depreciated on a straight-line basis over the shorter of
the lease term and their useful lives unless it is reasonably certain that
FrieslandCampina will obtain ownership at the end of the lease term.
Then the leased asset is depreciated over the useful life of the asset.

Property, plant and equipment are depreciated from the date that they are
installed and are ready for use.

Right-of-Use assets are depreciated from the commencement date of the
lease agreement. The estimated useful lives for the current year of
significant property, plant and equipment and other operational assets are
as follows:

Land not depreciated
Buildings 10-25 years
Plant and equipment 5-33 years
Other operational assets 3-20 years

Depreciation methods, useful lives and residual values are reviewed at each
reporting date and if appropriate, adjusted
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Intangible assets and goodwill

Goodwill

Goodwill that arises on the acquisition of subsidiaries is presented as an
intangible asset. For the measurement of goodwill at initial recognition,
see the basis of consolidation for business combinations. Goodwill is
measured at cost less accumulated impairment losses. In respect of
investees that are not being consolidated, the carrying amount of
goodwill is included in the carrying amount of the joint venture or
associate and any impairment loss is allocated to the carrying amount
of the joint venture or associate as a whole.

Research and development

Expenditure on research activities undertaken with the prospect of
gaining new technical knowledge and understanding is recognised in
the income statement as incurred. Development activities include the
drawing-up of a plan or design for the production of new or significantly
improved products or processes. Development expenditure is
capitalised only if development costs can be measured reliably, the
product or process is technically and commercially feasible, future
economic benefits are probable, and FrieslandCampina intends to and
has sufficient resources to complete development and to use or sell the
asset. The expenditure capitalised includes the cost of materials, direct
labour, overhead costs directly attributable to preparing the asset for
its intended use and capitalised borrowing costs. Other development
expenditure is recognised in the income statement as incurred.
Capitalised development expenditure is measured at cost less
accumulated amortisation and accumulated impairment losses.

Other intangible assets

Other intangible assets which are acquired by FrieslandCampina and
which have finite useful lives are measured at cost less accumulated
amortisation and accumulated impairment losses.
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Expenses related to cloud computing agreements, such as expenses for
configuration and customization the software, are only capitalized when
and insofar FrieslandCampina has control over the underlying asset or
when the contract contains a lease.

Acquisition of intangible assets resulting from a business combination
The fair value of patents and trademark names acquired in a business
combination is based on the discounted estimated royalty payments
that are expected to be avoided as a result of the patents or trademarks
being owned. The fair value of customer relationships acquired in a
business combination is determined using the multi-period excess
earnings method. The fair value of other intangible assets is based on
the discounted cash flows expected to be derived from the use and
eventual sale of the assets.

Costs after initial recognition

Costs after initial recognition are capitalised only when they increase
the future economic benefits embodied in the specific asset to which
they relate. All other expenditure, including expenditure on internally
generated goodwill and brands, is recognised in the income statement
as incurred.

Amortisation

Intangible assets other than goodwill are amortised on a straight-line
basis in the income statement over their estimated useful lives
calculated from the date that they are available for use.

The estimated useful life for the current year for the main categories
of intangible assets is as follows:

Trademarks and patents 10-40 years
Customer relations 5-20 years
Software 5-7 years
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Amortisation methods, useful lives and residual values are reviewed at
each reporting date and adjusted if appropriate.

Biological assets

The dairy livestock is valued at fair value less the cost to sell. The fair
value of the livestock is determined by an independent valuer based on
the best available estimates for livestock with similar characteristics.

Profit or loss resulting from changes to the fair value less the cost to sell
is recognised in the income statement.

Inventories

Inventories are measured at the lower of cost and market value. The
cost of inventories is based on the first-in first-out principle and
includes expenditure incurred in acquiring the inventories, production or
conversion costs, and other costs incurred in bringing them to their
existing location and condition. In the case of manufactured inventories,
cost includes an appropriate share of production overheads based on
normal operating capacity. The net realisable value is the estimated
selling price in the ordinary course of business less the estimated costs
of completion and selling expenses.

Acquisition of inventories resulting from a business combination

The fair value of inventories acquired in a business combination is
determined based on the estimated selling price in the ordinary course
of business less the estimated cost of completion and sale plus a
reasonable profit margin based on the effort required to complete and
sell the inventories.

Impairments

Non-derivative financial assets

Impairment of financial assets

The impairment of financial assets is based on the estimated risk of
non-payment and the expected loss ratios. To be able to determine
these values, FrieslandCampina makes use of projections that are based
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on past history, existing market conditions and future conditions.
These values are determined each year at the end of the financial year.

The following assets fall under the 'Expected Credit Loss Model":
- Loans granted at amortised cost;

- Trade receivables and other receivables;

- Non-current receivables.

Loans granted at amortised cost and non-current receivables

In case of a low credit risk, a provision is made on the basis of the
expected credit losses over the coming 12 months. In case of a
significant increase in credit risk, a provision is made on the basis of
the life time expected credit losses. FrieslandCampina determines the
impairment of loans granted at amortised cost on an annual basis. A low
credit risk is assumed in case there were no defaults of payment in the
past and the counterparty has sufficient funds at its disposal to meet
the contractual payment obligations.

Trade receivables and other receivables

In determining the provision for bad debts and other receivables,
FrieslandCampina uses the simplified method for applying the 'Expected
Credit Loss Model'. The 'expected credit loss' on trade receivables and
other receivables is determined at origination of the financial asset for
the total expected lifetime of the receivable. The trade receivables and
other receivables are grouped on the basis of credit risk and aging. The
amount of the provision is determined for each group on the basis of
historical payment behaviour information. In addition, due consideration
is given to current developments that could affect the credit risk of an
individual position, such as significant payment difficulties of a debtor
or group of debtors, indications that a debtor may be unable to meet his
payment obligations or may file for bankruptcy, the disappearance of
an active market that may bring about, or observable data indicating,

a decline in the expected cash flows of a group of financial assets.
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Financial assets measured at amortised cost

FrieslandCampina measures financial assets at amortised cost at both
a specific asset and collective level. An impairment loss in respect of

a financial asset measured at amortised cost is calculated as the
difference between its carrying amount and the present value of the
estimated future cash flows discounted at the asset’s original effective
interest rate. If an event occurring after the balance sheet date causes
the amount of impairment loss to decrease, this decrease is reversed
through the income statement.

Non-financial assets

The carrying amounts of FrieslandCampina’s non-financial assets, other
than biological assets, inventories and deferred tax assets, are reviewed
at each reporting date to determine whether there is any trigger for
impairment. If such a trigger exists, the asset’s recoverable amount is
estimated. Goodwill and intangible assets with an indefinite life are
tested annually, each year at the same date, for impairment. An
impairment loss is recognised if the carrying amount of an asset or cash
generating unit where the asset is part of, exceeds its recoverable
amount.

The recoverable amount of an asset or cash generating unit is the
greater of its value in use and its fair value less costs of disposal.

When assessing value in use, the estimated future cash flows are
discounted to their present value using a pre-tax discount rate that
reflects the current market assessment of the time value of money and
the risks specific to the asset or cash generating unit. The value in use
is determined on the basis of the budget, the long-term plans and the
subsequent use, with due consideration to the role of the asset or the
division in the milk processing. For the goodwill impairment test,
compensation is made between the business group Trading and specific
parts of the business group Food & Beverage on the one hand and the
other business groups on the other hand for the role which they fulfill in
the milk processing.
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For the purpose of impairment testing, assets that cannot be tested
individually are grouped together into the smallest group of assets that
generates cash inflows from continuing use that are largely independent
of the cash inflows of other assets or cash generating units. Cash
generating units to which goodwill is allocated are aggregated for the
purpose of impairment testing so that the level at which impairment
testing is performed reflects the lowest level within FrieslandCampina
at which goodwill is monitored for the purpose of internal reporting.
Goodwill acquired in a business combination is allocated to the
FrieslandCampina cash generating units expected to benefit from the
synergies of that combination.

Impairment losses are recognised in the income statement. Impairment
losses recognised in respect of cash generating units are allocated first
to reduce the carrying amount of any goodwill allocated to the cash
generating units, and then to reduce the carrying amounts of the other
assets in the entity on a pro rata basis.

An impairment loss in respect of goodwill is not reversed.

An impairment loss on other assets is reversed only to the extent that
the asset’s carrying amount does not exceed the carrying amount that
would have been determined, net of depreciation or amortisation, if no
impairment loss had been recognised.

Assets held for sale

Non-current assets (or groups of assets and liabilities that will be
disposed of), whose carrying amount is expected to be recovered
primarily via a sale transaction rather than through continuing use, are
classified as held for sale. Immediately before being classified as such,
the assets (or the components of a group of assets that will be disposed
of) are remeasured in accordance with FrieslandCampina’s accounting
policies. Thereafter, the assets (or a group of assets and liabilities that
will be disposed of) are generally measured at their carrying amount, or
if this is lower, their fair value less selling costs. An impairment on a
disposal group is first allocated to goodwill and then on a pro rata basis
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to the remaining assets and liabilities, except that no impairment is
allocated to biological assets, inventories, financial assets, deferred tax
assets or employee related provisions, which continue to be measured in
accordance with FrieslandCampina’s accounting policies. Impairment losses
arising from the initial classification as held for sale or distribution and
gains or losses from subsequent remeasurement are recognised through
the income statement. If the gain from subsequent remeasurement exceeds
the cumulative impairment loss, this difference is not included.

Once they have been classified as held for sale or distribution, intangible
assets and property, plant and equipment are not amortised or depreciated.

In addition, for investments recognised in accordance with the equity
method, this measurement method is no longer applied once these
investments are classified as held for sale or distribution.

Employee benefits

Defined contribution plans

A defined contribution plan is a post-employment benefit plan under which
an entity pays fixed contributions into a separate entity and has no legal or
constructive obligations to pay further amounts. Obligations for
contributions to defined contribution plans are recognised as an employee
benefit expense in the income statement in the periods during which the
related services are rendered by employees. Prepaid contributions are
recognised as an asset to the extent that a cash refund or a reduction in
future payments is available.

The part of the pension obligation placed by FrieslandCampina with an
industry-wide pension plan in the Netherlands can be qualified as a defined
contribution plan.

Defined benefit plans

A defined benefit plan is a post-employment benefit plan other than a
defined contribution plan. The net pension liability (or asset) in respect of
defined benefit plans is calculated annually for each plan on the basis of
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expected future developments in discount rates, salaries and life
expectancy, less the fair value of the fund investments related to the plan.
The present value of the obligations is calculated actuarially using the
projected unit credit method. The discount rate used is the return at the
balance sheet date on high-quality corporate bonds with at least an AA
credit rating and with maturity dates similar to the term of the pension
obligations.

The net present value per pension plan is recognised in the balance sheet
as a pension liability, or as a pension asset, under employee benefits.

Remeasurement of the net pension liability (asset), comprising actuarial
gains and losses resulting from changes in the assumptions for calculating
the pension obligation, the return on plan assets (excluding interest) and
the impact of the effect of the asset ceiling (if applicable) is carried out for
each individual plan and recognised in the other comprehensive income.

If the calculation of the net pension liability per pension plan results in a
positive balance, the asset recognised is limited to the sum of the present
value of any future repayments by the fund or lower future pension
contributions.

FrieslandCampina determines the net interest expenses (or gains) resulting
from the defined benefit plan by multiplying the net pension liability (or
asset) with the discount rate used to measure the defined benefit plan at
the start of the year. Changes in the net pension liability (or asset) during
the year as a result of benefits being paid out are taken into account. The
net interest expenses (or gains) and other costs related to the defined
benefit plan are recognised in the income statement.

FrieslandCampina recognises results due to the adjustment (plan
amendment, curtailment and settlement) of pension plans through the
income statement at the time an adjustment occurs or at the moment a
restructuring provision is formed.
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Other long-term employee benefits

Frieslandcampina's other long-term employee benefits liability concerns
the present value of the benefits accrued by employees during the periods
in which related services are provided by employees. Remeasurements are
recognised in the income statement in the period in which they occur.

Short-term employee benefits

Short-term employee benefit obligations are measured on an undiscounted
basis and are expensed at the time the related service is provided. A
liability is recognised for the amount expected to be paid to the employee
as a short-term employee benefit if FrieslandCampina has a present legal
or constructive obligation to pay this amount as a result of past service
provided by the employee and the obligation can be estimated reliably.

Provisions

A provision is recognised in the statement of financial position when, as a
result of a past event, FrieslandCampina has a present legal or constructive
obligation that can be estimated reliably, and it is probable that an outflow
of economic benefits will be required to settle the obligation. If the effect of
the time value of money is material, provisions are discounted using a
pre-tax rate that reflects the current market assessments of the time value
of money and the risks specific to the liability. The unwinding of the
discount is recognised as finance costs.

Restructuring provision

Provisions for restructuring are formed when FrieslandCampina has
formalised a detailed and formal restructuring plan and has either started
implementing the restructuring plan or has announced the main aspects of
the restructuring in such a way that the affected employees have a valid
expectation the restructuring will take place.
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Provision for onerous contracts

A provision for onerous contracts is recognised when the expected benefits
to be derived by FrieslandCampina from a contract are lower than the
unavoidable cost of meeting its obligations under the contract. The
provision is measured at the present value of the lower of the expected
cost of terminating the contract and the expected net cost of continuing
with the contract. Before a provision is established, FrieslandCampina
recognises an impairment loss on the assets associated with the contract.

Revenue

Revenue from the sale of goods is recognised based on the transaction
price of the received or receivable payment. The transaction price is
determined taking into account returns, trade discounts and volume
rebates. Revenue is recognised in the income statement when settlement
of the contractual performance obligation by transfer of the goods to the
customer took place. Settlement of the performance obligation has
occurred when, often via a executed sales agreement, control over the
goods has been transferred to the customer, associated costs and possible
return of goods can then be estimated reliably and there is no continuing
control over or involvement with the goods and the amount of revenue can
be measured reliably.

Discounts are recognised as a reduction of revenues, if it is probable that
the discount will be granted and the discount amount can be measured
reliably. When sales discounts will be granted over past performance
obligations, a provision is recognised in the balance sheet. In case of

a discount yet to be paid related to a future performance obligation,

a contractual obligation is recognized for this discount.

Cost of goods sold

Cost of goods sold primarily comprises the purchase of goods (including
milk from the member dairy farmers and other raw materials and
consumables), production costs (including personnel costs, depreciation
and impairments of production facilities) and related transport and logistics
costs.



D Financial Statements

Cost of raw materials, consumables and commodities that are a component
of cost of goods sold are determined according to the first-in-first-out
principle. The costs include the currency translation differences on trade
receivables and payables as well as differences in the measurement of
related derivatives.

Advertising and promotion costs
Advertising and promotion costs mainly comprise expenditure for marketing
and consumer campaigns.

Selling, general and administrative costs

Selling, general and administrative costs comprise mainly the costs of the
sales organisation, outbound transport costs, research and development
costs, general costs and administrative costs.

Other operating costs and income

Other operating costs and income consist of costs and income that,
according to the management, are not the direct result of normal business
operations and/or that are so significant in terms of nature and size that
they must be considered separately for a proper analysis of the underlying
result.

Government grants

Government grants are recognised at fair value when there is reasonable
assurance that the grants will be received and all related conditions will be
complied with. When a grant relates to an expense item it is systematically
deducted from the costs incurred over the period that are necessary to
match the grant to the costs that it is intended to compensate. Government
grants that reimburse the costs of an asset are deducted from the carrying
amount of the asset. By reducing the depreciation expense this grant is
accounted for in the income statement as income over the period of the
expected useful life of the asset to which the grant relates.
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Leases

Lease costs for short-term leases, leases of low-value assets and the
variable portion of lease payments are recognised in the income statement
in the period to which the cost pertains. Short-term leases have a term of
less than 12 months. The variable portion of the lease payments is
dependent on the use of the asset.

Finance income and costs

Finance income comprises interest received on loans and receivables
from third parties, dividend income, positive changes to the fair value

of financial assets valued at fair value through profit or loss gains on
hedging instruments that are recognised in the income statement and
reclassifications of amounts previously recognised in other comprehensive
income. Interest income is recognised in the income statement as it
accrues, using the effective interest method, with due consideration to
impairments.

Finance costs comprises interest expenses on borrowings and other
obligations to third parties, including lease liabilities, fair value losses on
financial assets at fair value through profit or loss, unwinding the discount
on provisions, impairment losses recognised on financial assets, losses on
hedging instruments that are recognised in the income statement and
reclassifications of amounts previously recognised in other comprehensive
income. Interest expenses are recognised in the consolidated income
statement as they accrue by means of the effective interest method.

Foreign currency gains and losses from trade debtors and creditors are
recognised as a component of operating profit. All other foreign currency
gains and losses are reported on a net basis as either finance income or
finance costs, depending on whether foreign currency movements are in
a net gain or net loss position.
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Taxes

Tax expense comprises current and deferred tax. Current and deferred tax
is recognised in the income statement except to the extent that it relates to
a business combination, or items recognised directly in equity, or in other
comprehensive income.

Current tax is the expected tax payable or receivable on the taxable income
or loss for the year, using tax rates enacted or substantially enacted at the
reporting date, and any adjustments to tax payable in respect of previous
years. Current tax payable also includes any tax liability arising from the
declaration of dividends.

Deferred tax is recognised in respect of temporary differences between the
carrying amounts of assets and liabilities for financial reporting purposes
and the amounts used for taxation purposes.

Deferred tax is not recognised for:

- temporary differences on the initial recognition of assets and liabilities in
a transaction that is not a business combination and that on the
transaction date does not affect accounting or taxable profit or loss;

- temporary differences related to investments in subsidiaries and jointly
controlled entities to the extent that it is probable that they will not be
settled in the foreseeable future;

- taxable temporary differences arising on the initial recognition of
goodwill.

Deferred tax is measured at the tax rates that are expected to be applied to
temporary differences when they reverse, using tax rates enacted or
substantively enacted at the reporting date.
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In determining the amount of current and deferred tax, FrieslandCampina
takes into account the effect of uncertain tax positions and whether
additional taxes and interest may be due. FrieslandCampina operates in
several different tax jurisdictions. This leads to complex tax issues. The
ultimate decision regarding these complex tax issues is often outside the
control of FrieslandCampina and depends on the efficiency of the legal
processes in the relevant tax jurisdiction. FrieslandCampina believes that
its accruals for tax liabilities are adequate for all open tax years based on its
assessment of many factors, including interpretations of tax law and prior
experience. This assessment relies on estimates and assumptions about
future events. New information may become available that causes
FrieslandCampina to change its judgement regarding the adequacy of
existing tax liabilities. Such changes to tax liabilities will affect tax expense
in the period that such a determination is made.

Deferred tax assets and liabilities are offset if there is a legally enforceable
right to offset current tax liabilities and assets and if the assets and
liabilities relate to taxes levied by the same tax authority, on the same
taxable entity or on different tax entities, but they intend either to settle
current tax liabilities and assets on a net basis or realise their tax assets
and liabilities simultaneously.

A deferred tax asset is recognised for unused tax losses, tax credits and
deductible temporary differences to the extent that it is probable that
future taxable profits will be available against which they can be utilised.
Deferred tax assets are reviewed at each reporting date and are reduced to
the extent that it is no longer probable that the related tax benefit will be
realised. Unrecognised deferred tax assets are reassessed at each balance
sheet date and are recognised to the extent that it has become probable
that future taxable profit will allow the deferred tax asset to be recovered.
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Cash flows

The cash flow statement is prepared using the indirect method. Cash flows
in foreign currencies have been translated into euros at the exchange rates
prevailing on the transaction date.

Segmentation

The identified operational segments concern the separate segments within
FrieslandCampina for which financial information is available that is
frequently evaluated by the Executive Board, as the chief operating
decision maker, in order to take decisions concerning the allocation of
available resources to the segment and to assess the segment’s
performance.

FrieslandCampina has subdivided the operating segments by business
group: Food & Beverage, Specialised Nutrition, Ingredients and Dairy
Trading. Pricing within a segment is determined on a business-like,
objective basis. The segmented results, assets and liabilities comprise
items that are directly attributable to a segment and that can also be
attributed on a reasonable basis. Unallocated items primarily consist of
jointly used assets and liabilities and joint costs.
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Subsidiaries, joint ventures and associates'

Principal subsidiaries

The Netherlands

FrieslandCampina B.V., Amersfoort

FC C.V., Amersfoort (0.1 %)

FrieslandCampina DMV B.V., Amersfoort
FrieslandCampina Domo B.V., Amersfoort
FrieslandCampina International Holding B.V., Amersfoort
FrieslandCampina Kievit B.V., Meppel

FrieslandCampina Nederland B.V., Amersfoort
FrieslandCampina Ingredients B.V., Amersfoort
FrieslandCampina Pakistan Holding B.V., Amersfoort
(81.69%)

Zijerveld en Veldhuyzen B.V., Bodegraven
FrieslandCampina Dutch Nutrition B.V., Amersfoort
FrieslandCampina International Specialised Nutrition B.V.,
Amersfoort

Belgium

FrieslandCampina Belgium N.V., Aalter
FrieslandCampina Belgium Cheese N.V., Aalter
FrieslandCampina B.V., Aalter (99.84%)

Germany

CMG Grundstlicksverwaltungs- und Beteiligungs - GmbH,
Heilbronn (89.56%)

DFE Pharma GmbH & Co. KG, Goch (50%)2

FKS Frischkonzept Service GmbH, Viersen
FrieslandCampina Germany GmbH, Heilbronn (94.90%)
FrieslandCampina Kievit GmbH, Lippstadt
Milchverwaltung FrieslandCampina Germany GmbH,
Cologne

France
FrieslandCampina France S.A.S., Saint-Paul-en-Jarez

Greece
FrieslandCampina Hellas S.A., Athens

Hungary
FrieslandCampina Hungaria zRt, Budapest (99.99%)

Italy
FrieslandCampina lItaly Srl, Verona

Romania
FrieslandCampina Romania S.A., Satu Mare (97.58%)

Spain
FrieslandCampina Canarias S.A., Las Palmas
FrieslandCampina Iberia S.L., Barcelona

United Kingdom
FrieslandCampina UK Ltd., Horsham

China

FrieslandCampina Branding Management (Shanghai) Co.
Ltd., Shanghai

FrieslandCampina Ingredients (Beijing) Co. Ltd., Beijing
FrieslandCampina Ingredients (Shanghai) Co. Ltd., Shanghai
FrieslandCampina Trading (Shanghai) Co. Ltd., Shanghai

Hong Kong
FrieslandCampina (Hong Kong) Ltd., Hong Kong

Philippines
Alaska Milk Corporation, Makati City (99.86%)

Indonesia
PT Frisian Flag Indonesia, Jakarta (95%)
PT Kievit Indonesia, Jakarta

Malaysia
Dutch Lady Milk Industries Berhad, Petaling Jaya (50.96%)

Pakistan
FrieslandCampina Engro Pakistan Ltd., Karachi (51%)

Singapore
FrieslandCampina (Singapore) Pte. Ltd., Singapore
FrieslandCampina AMEA Pte. Ltd., Singapore

Thailand
FrieslandCampina Fresh (Thailand) Co. Ltd., Bangkok
FrieslandCampina (Thailand) PCL, Bangkok (99.71%)
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Vietnam

FrieslandCampina Ha Nam Co. Ltd., Phu Ly
FrieslandCampina Vietnam Co. Ltd., Binh Duong province
(70%)

Saudi Arabia
FrieslandCampina Saudi Arabia Ltd., Jeddah (75%)

United Arab Emirates
FrieslandCampina Middle East DMCC, Dubai

Egypt
FrieslandCampina Egypt Consulting and Trading S.A.E.,
Cairo

Ghana
FrieslandCampina West Africa Ltd., Accra

Ivory Coast
FrieslandCampina Ivory Coast S.A., Abidjan

Nigeria
FrieslandCampina WAMCO Nigeria PLC, Ikeja (67.81%)

United States

FrieslandCampina Ingredients North America Inc., Paramus,
State: New Jersey

Jana Foods LLC., Iselin, State: New Jersey

Best Cheese Corporation, Purchase, State: New York

Joint ventures and associates?

Betagen Holding Ltd., Hong Kong, China (50%)
Codperatieve Zuivelinvesteerders U.A., Oudenhoorn,
the Netherlands (49.90%)

Great Ocean Ingredients Pty. Ltd., Allansford, Victoria,
Australia (50%)

United Dutch Arizona Dairy Inc., Tempe, State: Arizona,
United States (60%)

Unless where stated otherwise, it concerns a 100% interest. If the percentage is below 100%, the direct interest of the parent company in the relevant subsidiary is stated.

FrieslandCampina does not have control over these joint ventures and associates. This consideration was based on an analysis of both the shares and the voting rights held by FrieslandCampina for the relevant joint venture or associate.

Due to local requirements this footnote is in German. In diesen Gesellschaften hat FrieslandCampina einen beherrschenden Einfluss. Durch die Einbeziehung in den Konzernabschluss der Royal FrieslandCampina N.V. hat die DFE Pharma GmbH
& Co. KG als vollkonsolidiertes verbundenes Unternehmen von den Erleichterungen des § 264b HGB Gebrauch gemacht.



D Financial Statements 2022 Annual Report Royal FrieslandCampina N.V. | 186

Company statement of financial position

As at 31 December, before profit appropriation, in millions of euros

Note 2022 2021 Note 2022 2021
Assets Equity
Investments in subsidiaries (2) 4,092 3,860 Issued capital (5) 370 370
Loans to subsidiaries (3) 796 906 Share premium (5) 731 114
Other financial assets (8) 53 33 Legal cash flow hedge reserve (5) 14 6
Non-current assets 4,941 4,799 Legal currency translation reserve (5) -303 -282
Legal reserve for investments in participations (5) 165 192
Other receivables (4) 853 440 Profit for the year attributable to the
Other financial assets (8) 33 21 shareholder (5) 87 203
Cash and cash equivalents 4 48 Retained earnings 1,552 1,31
Current assets 890 509 Equity attributable to shareholder 2,616 1,914
Member bonds (5) 913 1,502
Perpetual bonds (5) 301 301
Cooperative loan (5) 295 295
Equity attributable to other providers of
capital 1,509 2,098
Equity attributable to providers of capital 4125 4,012
Liabilities
Interest-bearing borrowings (6) 850 971
Deferred tax liabilities 5 1
Other financial liabilities (8) 1
Non-current liabilities 856 972
Interest-bearing borrowings (6) 485 118
Trade and other payables 7 8
Current liabilities (7) 352 193
Other financial liabilities (8) 6 5
Current liabilities 850 324
Total liabilities 1,706 1,296

Total Assets 5,831 5,308 Total equity and liabilities 5,831 5,308
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Company income statement

In millions of euros

2022 2021
Share of profit of subsidiaries, net of tax 82 225
Other results, net of tax 52 37

Profit for the year 134 262
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Notes to the Company financial statements

In millions of euros, unless stated otherwise

General 2.
Accounting policies and notes

The Company financial statements are prepared in accordance with the
legal requirements of Part 9, Book 2 of the Dutch Civil Code, making use of
the option of article 2:362, paragraph 8 of the Dutch Civil Code regarding
the application of the accounting policies for the measurement of assets
and liabilities and determination of result (measurement principles) applied
in the consolidated financial statements. The consolidated financial
statements were prepared in accordance with the International Financial
Reporting Standards as endorsed by the European Union (EU-IFRS). The
Company income statement is presented in accordance with the exemption
of article 2:402 of the Dutch Civil Code.

Investments in subsidiaries are measured using the equity method.

A legal reserve has been formed for the retained earnings of participations
where distribution is subject to restrictions. 3.

A list of subsidiaries and other companies in which the Company
participates directly or indirectly, is available for inspection at
FrieslandCampina’s offices and has been filed with the trade register.

Investments in subsidiaries

2022 2021
At 1 January 3,860 3,519
Profit for the year 82 225
Other comprehensive income for the year -8 95
Other equity movements for the year 158 21
At 31 December 4,092 3,860

Other equity movements in 2022 relate to required capital contributions
prior to the disposal of the interest in FrieslandCampina HongKong Holding
I B.V., which included the interest in the production location in Xiushui. For
more information, refer to note 5 of the consolidated financial statements.

Loans to subsidiaries

2022 2021
At 1 January 906 1,421
Reclassification to other receivables -110 -15
Loans issued 2
Repaid loans -502

At 31 December 796 906
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Maturity schedule 2022 2021
Total Total

2024 - After repay- 2023 - After repay-

2027 2027 ment 2026 2026 ment

Loans to subsidiaries 795 1 796 905 1 906

The current portion of these issued loans is recognised under other
receivables. The average interest rate of the loans to subsidiaries at the

end of 2022 was 4.5% (2021: 1.9%).

Other receivables

EUR 343 million (2021: EUR 12 million) of the other receivables relates

to receivable with subsidiaries resulting from sweeping of cash and cash
equivalents positions within FrieslandCampina and EUR 331 million (2021:
EUR 326 million) mainly relates to receivables from subsidiaries and the
current portion of loans to subsidiaries. In addition, a receivable from
Zuivelcobperatie FrieslandCampina U.A. for an amount of EUR 179 million
(2021: EUR 102 million) has been recognised.

5.
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Equity attributable to the providers of capital

The number of issued shares at both the beginning and end of the financial
year was 3,702,777 shares. EUR 370 million has been paid-up on these
shares. The authorised capital amounts to EUR 1 billion, divide