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From: Champions Trophy Teams
To: Champions Trophy Teams
CC: Benjamin Business, Sarah Strategy, Frank Financials

Subject: Mainfreight Strategy Presentation

Dear team,
Our client is Mainfreight, one of the largest logistics and transportation companies in New Zealand.

Founded in 1978, Mainfreight has gone from local carrier to a global supply chain logistics provider with revenues of almost NZ$3 billion and
operations in Asia, Europe, America, Australia and New Zealand. Its target for the foreseeable future is to reach $4 billion revenue by 2021 and
strengthen their positioning in the new markets they have entered including Europe, Southeast Asia and South America.

Mainfreight have asked us how they can continue to maintain sustainable business growth over the next five years. Their goal is to continue

to meet stakeholder expectations around growth, expansion and sustainability. Mainfreight’s global sales were just under $3 billion in 2019,
growing from $1 billion in 2009. With this growth track record, Mainfreight have asked us how they can continue to post strong growth into the
foreseeable future.

Specifically, Mainfreight want clarity on the strategic and operational impacts of 7% per annum revenue growth on: people, network
infrastructure and quality, and how it will affect customer service and satisfaction?

In providing this advice, you may wish to consider some or all of the following questions:
How can Mainfreight achieve growth without sacrificing the culture of their business?
How can Mainfreight recruit and retain the right people?
What customers should Mainfreight be targeting to ensure they achieve enough revenue to expand their operations?
Which key trends will have the most impact on the freight industry in the future?

Mainfreight’ Group Managing Director Don Braid is interested in your team’s thoughts on the firm’s current strategy, as well as any other
initiatives that can be put in place to aid its future growth.

You will have ten minutes to present your recommendations, which will be followed by a ten-minute question and answer session to clarify any
issues that may arise from the presentation. Our research team has compiled some relevant information, which is attached to this email.

Kind regards,

Claire Consultant
Mainfreight Project Leader



Mainfreight’s History

Mainfreight Limited (Mainfreight) was formed in 1978 in Auckland. By
focusing on excellent customer service and leveraging the resulting
word of mouth marketing, Mainfreight quickly grew to a prominent
position within the industry. Mainfreight started building its offshore
business with a move into the Australian market in 1989. Since that time
it has grown into a global business, operating in 25 countries, with 268
branches and a combined team of 8,497 people.

Mainfreight has succeeded by creating strong local relationships

with customers and businesses at their early stages and consistently
nurturing and supporting these customers as they have grown.
Mainfreight operates a decentralised model, delegating the
relationships and decision-making to local branch managers. This
allows Mainfreight employees to provide the quick, quality experiences
that customers need and expect of their freight providers.

“The Mainfreight way”

Mainfreight has a “face-to-face” mentality when it comes to client
relationships. Relationships with their customers are one of the
cornerstone values that they hold. They focus on being on-the-ground
and creating face-to-face relationships, building rapport and investing
in New Zealand businesses. Because of this, Mainfreight needs to
establish sales offices in many different cities, regions and areas in
order to continuously provide those experiences.

Bruce Plested acts as the executive chairman and founding owner of
Mainfreight. He has been at Mainfreight for over 40 years and serves
a multitude of governance roles for the company. Bruce’s focus on
quality and culture has permeated the company, and shaped the way
Mainfreight operates around the world.




Industry Overview

Logistics Industry

The global logistics market is valued at over 4 trillion in 2018, and

is expected to grow to 12 trillion by 2025 through improvements in
technology, additional value-added services and the rising popularity
of e-commerce. Asia-Pacific has continued to post the strongest
performance out of all the regions with Eastern Europe performing the
worst. The performance of the market is forecast to follow a similar
pattern, with an anticipated Compound Annual Growth Rate (CAGR)
of 6% for the period of 2020-2025. Retail and wholesale logistics are
expected to be less promising and increasingly challenging. Following
growth of e-commerce, logistics companies will have to adopt
innovative delivery solutions and integrate delivery systems to stay
competitive. Additionally, geopolitical issues will continue to act as
one of the main factors impacting future growth in the global logistics
industry. Examples of this are the US/China trade war and other
protectionist policies by various countries.

The Truck Driving Industry

A core component of the truck driving industry is the cost of labour.
The major trend worldwide is that the truck driving industry is an aging
population. The harsh lifestyle choices of inter-city freight deliveries
and being absent from home every week has resulted in less people
being attracted to the industry. With respect to trucking, capital
expenditure investment are now higher than ever with commercial

truck prices on the rise. The industry has considered self-driving trucks
to resolve this labour shortage, however Mainfreight’s stance on this is
to adopt technology once it is viable and efficient. In its current state,
the self-driving truck technology is not at a viable mass-market level.
Some businesses, including Mainfreight, run an Owner Driver model,
where entrepreneurial drivers own and operate their own vehicles
contracted to Mainfreight. The current state of the market, along with
Mainfreight’s values of Family and People, deters them from utilising
self-driving trucks.

Competition

A key issue for Mainfreight is the highly competitive nature of the global
logistics industry, leading to the majority of freight becoming largely
commoditised. The scale of operations from the large established
players can lead to a significant battle on price, eating away at profit
margins. Mainfreight has therefore considered competing with these
competitors through different channels. Compared to some of its very
well established competitors in the US, Europe and Asia, Mainfreight is
immature in its current state. Mainfreight does not sell its services based
on price, rather they sell the quality of service, their advanced customer
facing technology, full supply chain capabilities, amongst other things.
This allows Mainfreight to avoid price wars with competitors, and
provides a point of differentiation in consumer’s minds.




Ports

The nature of the ports amongst major cities all around the world are
changing. Traditionally, cities were built around a port to utilise space,
maximise efficiency and reduce transport costs. Now, with the rapid
urbanisation of major cities, ports create significant congestion and
occupy precious prime development land. Excluding the impact of land
holdings & capital gains, ports are becoming significantly less profitable
than they have been in the past.

Congestion

The bigger the city, the more likely that congestion becomes a problem.
Mainfreight send intercity freight overnight (from the period of 6pm to
6am) via key motorway routes which works with pick-up and delivery
schedules and subsequently avoids congestion.

However, with the rise in population of major city centres, congestion

in urban areas can cause delays and impact pick-up and delivery times
throughout normal business operating hours. With customers expecting
their shipments faster than ever before, Mainfreight’s key challenge is
meeting their customer’s fierce expectations. Similar issues are being
experienced in other industries such as e-commerce.

When navigating through urban areas, Mainfreight’s trucks have issues
navigating narrow streets. Whilst bigger trucks are more efficient and
can carry more freight, the routes that trucks can take are limited due to
the difficulty to get through certain key areas such as Auckland CBD.

Congestion can cause a backlog of trucks to delay deliveries, and the
trucks will end up piling up in traffic. At the end of the freight delivery
cycle, these trucks will all “crash” back to the depot at the same times.
This can create significant backlogs when more trucks arrive than can
be processed. The depots are more effective at processing the trucks if
the trucks arrive at different times, rather than all at once.

These delivery cycles become more and more of an issue as congestion
grows and can potentially result in days of lost transit. This means that
the initially small direct delays from congestion cause compounding
effects that run across future deliveries.

Solutions that have been put forward include alternative ways to move
the freight faster, further investment in assets or changing consumer’s
expectations.




Mainfreight’s Operations

Transport

Mainfreight’s founding operation is the
transport division, which focuses on
transporting freight across countries in

the most efficient, effective way possible.
Mainfreight dominates in this space through
rapid intensification of their transport
networks to maximise utilisation and activity.
Mainfreight run transport operations in all key
regions, except Asia.

In New Zealand, Mainfreight operates:
Less than Container Load (LCL) services;
Full Truck Load (FTL) services;
Chemical specialists; and
Mainfreight 2Home (residential deliveries) ; and

Metropolitan deliveries (intra-city pick-up and deliveries).

Their Australian operations offer similar services, except for Mainfreight
2Home.

In America, Mainfreight focuses on specialised freight deliveries in

a variety of consignments. Mainfreight provide transborder freight
between the US and Canada or Mexico, as well as specialist deliveries
such as precision or fragile freight orders.

In Europe, Mainfreight focuses on localised distribution, where
consignments are dispatched through various European countries and
organised from end to end. Mainfreight handle a variety of volumes
and sizes, from individual boxes to full pallets and full truck loads.
Mainfreight also offer express deliveries to all European countries
through its Premium European distribution network SystemPlus.

Across all regions, LCL is one of the key sources of revenue.

Mainfreight’s facilities are placed as close to their customers as possible.
This decentralised model increases the reach of the physical network
and boosts Mainfreight’s ability to provide a faster, more efficient service
both locally and internationally.

Warehousing

Mainfreight own and lease out warehousing

facilities, equating to 679,255 square metres

of space across all regions. With high

quality facilities, pick & pack activities that

take individual goods and package them

to individual customers, and optimising

storage efficiency using in-house warehouse

management technology, Mainfreight are able
to continuously provide quality services and run a lean warehousing
operation. Warehousing operations are strong in all regions except

Asia. Warehousing provides a wide variety of customers to Mainfreight
from a diverse range of industries. Examples here are whiteware,
brownware, hazardous substances, food grade, agriculture and DIY. The
number of storage spaces per customer can vary dramatically within
the warehouse depending on the differing customers. Mainfreight has
quality control processes that give customers insight into stock levels
and forecasts, allowing for better inventory management. In certain
instances, Mainfreight also provide value-added services within the
warehousing operations that customers can utilise. Examples include,
packing, relabelling, and even in-house engineers that can customise
products to the end-consumers’ needs where an order is placed at their
local retailer.

Air and Ocean (A&O)

Mainfreight globally offers customers expertise
in:

Air freight bulk project work e.g. concert
stage equipment on freighter planes;

Air freight LCL consolidation services;

sea freight full container;
sea freight less-than-container (LCL);
export/import documentation; and

Customs clearance.

In doing this, Mainfreight provide customers with a global trading
platform. In international shipping, freight can be controlled by either
the exporter or the importer of the goods. This is determined based on
the International Chamber of Commerce INCO Terms. Mainfreight want
to work with importers that control the freight via FOB or EXW (Free
On Board or Exworks INCO Terms) or with exporters that control the
freight via DDP or DAP (Delivered at Place INCO Terms). These terms
are beneficial for these customers because they control the freight and
allows them to choose what mode (air or sea) the shipping or airline

it moves on, and the timeframes of those trade lanes, rather than the
other party choosing this.

The A&O operations are Mainfreight’s international expansion tool. The
A&O operations require relatively low capital expenditure in establishing
and running its operations, making it the lower risk and preferred
method to enter new markets and establish Mainfreight’s brand. A&O
operations are strong in all regions. Global network growth can be done
efficiently though the Air and Ocean product,

Mainfreight prefers to do business with small to medium enterprises
(SMEs) as larger conglomerates attempt to dictate terms and
agreements with Mainfreight. With Mainfreight’s diversified customer
base, losing a large client no longer has the sting that it once did when
they were smaller, so Mainfreight is now able to divert emphasis away
from large conglomerate suppliers.
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Mainfreight’s Expansion

In their current stage of development, Mainfreight would prefer organic
growth as opposed to acquisition of existing businesses. Mainfreight
adopts a three-staged strategy when expanding to new regions and
cities: Establish operations; Intensify volumes and then Expand
elsewhere. Expansion into new countries and markets comes with its
own set of challenges.

General Expansion Process

Mainfreight expands by identifying a new A&O opportunity, find the
right person to take on the opportunity, then lease a site and implement
the technology. With a relatively simple and easy set-up process & low
capex requirements for an A&O branch, Mainfreight is able to easily
expand to new locations that they deem a strong location for freight
volumes and revenue growth.

Domestic Growing Operations

Mainfreight’s existing markets have seen strong growth over the last 10
years. Mainfreight’s choice in location is extremely important, as it has
significant long term ramifications. For domestic transport networks, a
depot becomes an anchor location and will operate indefinitely unless
they invest in a bigger site. Mainfreight customers are charged based on
their relative location to these depots. However, once a hub has been
established, it is very difficult to move locations as customers become
accustomed to the location of the depot and associated pricing of the
service. Mainfreight would like to know how they grow and expand
their footprint but continue to operate and maintain existing depots
effectively.

Overseas Go-To-Market Strategy

Mainfreight adopts a slightly nuanced three-fold strategy to the typical
expansion process:

- Historically Mainfreight has acquired existing businesses that have
likeminded values and strategies. As an established company they
prefer to grow organically and open branches where they see the next
viable opportunity based on trading volumes especially LCL;

- Ensure the Mainfreight culture is taken on board by the new branch
and establish the key relationships through existing trading in this
region; and

- Build a sufficient customer base to sustain profitability and growth,
then expand again.

LCL

LCL consignments involve taking freight from multiple senders to
different receivers. Some customers do not have sufficient volumes to
utilise FCL (full container load) services, which is where one container
is sent from one sender to one receiver only. LCL freight operates both
internationally and across multiple warehouses. LCL provides key
advantages such as allowing Mainfreight to work with higher-margin
producing customers without spending additional capital expenditure.

Benefits of LCL freight movements to the customer:

rather than the customer waiting to fill a container, which can

take time and put pressure on stock volumes, they can move their
products through the LCL network ensuring consistent stock levels in
warehouses in regions;

LCL can truncate shipping times allowing for orders to be accepted
on demand

Can be more cost effective; and

More timely options on shipping lines and airlines due to space.

Benefits for Mainfreight:

Mainfreight can physically look at current LCL shipments in their
depot and identify the best configuration of these shipments in a
sea, air or road unit to utilise the unit space and create the best
return for margin;

Different shipments will have a different weight and volumetric size.
When charging the customer it will be calculated based on which
of these is greater. However, for Mainfreight they will be charge by
the unit. Therefore this allows Mainfreight to be smart about the
combination of shipments they put in these units. By being smart
this allows them to maximise the margin of the unit.

This can be very beneficial in terms of margin, however if Mainfreight
does not have the right combination of freight or are not smart about
how they configure the unit this can be detrimental to the bottom
line.

Network Intensity

The three core products that Mainfreight offers (Transport, Warehousing
and Air & Ocean) are key to network, service and supply chain efficiency
growth for customers. The larger the network, the faster, more efficient
and optimised their supply chain can become. Getting critical mass of
freight volume is the key driver to Mainfreight’s success.



In order to intensify the Mainfreight network, they need to continue to
open branches in all regions to be close to the end user. Mainfreight do
this once they have identified regions with good trading volumes that
are currently being serviced by an agent. Mainfreight A&O work with
agents from the World Air Cargo Agency (WACO). Generally, Mainfreight
will have enough controlled freight into this region allowing them to do
the business themselves rather than the agent. The goal then is for the
new Mainfreight branch to find new business in this region.

Itis likely that the companies that Mainfreight is targeting in these new
regions will already have a long-standing relationship with an agent that
they partner with for freight movements. The first step for Mainfreight

is to convince the respective company to replace their current freight
agent with Mainfreight. This could be on a branch basis or ona
company-wide basis. Mainfreight would like some recommendations

on how to best convince external companies to switch from their
existing freight agent to Mainfreight. When volumes increase sufficiently,
Mainfreight will commit more resources to growing the practise in the
respective area they choose to expand to.

Mainfreight would like recommendations around which cities they
should expand in and how they should implement doing this. A key
consideration to note is the relative level of competition in those cities,
the total addressable market for freight volume and the likely market
share Mainfreight will be able to obtain. What other challenges are
Mainfreight likely to face in intensifying their network?

Current Global Network
Australian Operations

Mainfreight’s presence in the capital cities in Australia are well-
established and experiencing strong growth. Mainfreight are currently
providing value-added services as well as freight, and focus on each
state individually to grown their network. Currently the strength is along
the eastern seaboard, there is opportunity in WA and NT where agents
have strong presence. Mainfreight are constantly trying to improve
transit times for customers, as they have found this to be the most
important driver in the Australian Markets.

American Operations

Mainfreight’s approach to America has different challenges to how it
operates in New Zealand. Even though the number of branches is not
significantly different to that of New Zealand, America does not perform
to the same level in terms of profit yet for the level of opportunity
available. This is due to a number of factors such as existing competition
and land mass. Mainfreight currently focus on the larger metropolitan
cities they operate in (such as New York, Los Angeles and Chicago) with
plans to expand into other cities, provided they can reach a certain
volume of freight (intensity). Only once the intensity reaches a threshold
level, Mainfreight considers expanding into other cities.

European Operations

Mainfreight acquired the Wim Bosman group (Europe) in 2011 and
had a full brand change to Mainfreight in 2016. The existing Wim
Bosman employees had very strong ties to the Wim Bosman brand,
so Mainfreight gave them time to deal with the change and gave

the company autonomy to decide when they wanted to rebrand.

As the European operations have only been running since 2011, the
culture is still developing. New Zealand and Europe are very different
historical and cultural backgrounds which means that sometimes
Mainfreight’s culture is counteracted by these differing backgrounds,
therefore in some cases these two can be difficult to integrate together.
Getting the culture right is essential to Mainfreight. Whilst European
employee count is similar to New Zealand, the relative performance
of the European region is different due to factors like strength of the
warehousing divisions which has lower margins due to higher capital
investment and a strong agent networks. Mainfreight are opening
another branch in Spain in January 2020.

Asia Operations

Mainfreight’s Asian division has seen a change in senior management
over the last few years. In 2018, Mainfreight Asia’s focus was getting
back to basics and building the A&O business. Mainfreight were not
taking full advantage of the opportunities in the substantial freight
volumes in and out of the region. The focus now is to capitalise on
these freight volumes that Mainfreight can control in and out of the
region, not just be the recipients of freight coming from elsewhere in
the Mainfreight network. In 2019 Mainfreight opened in Japan and are
focused on intensifying the wider Asia-Pacific. Once Mainfreight control
more freight, they have the ability to provide additional value-added
services.



Mainfreight’s Culture

Mainfreight prides itself on the authentically Kiwi culture that influences
their slogan of “the way we do things around here”. Culture acts at the
heart of how Mainfreight operates, and is one of the main reasons why
so many of Mainfreight’s employees have such long tenures with the
company.

Getting the right people is Mainfreight’s biggest challenge when moving
offshore and it is constantly front of mind. Mainfreight prefers to
organically grow and develop team from within each region. Mainfreight’s
preference is to have locals running their countries’ operations and

the Mainfreight style and culture. The challenge here is that they have

not been exposed to Mainfreight’s culture prior to starting with them.
Therefore, how do Mainfreight ensure all teams live and breathe the same
culture globally?

Generational Mindset Shifts

Millennials and Generation Z are increasingly more likely to work at
multiple jobs throughout their lifetime. Their expected timelines for
how long they stay at certain companies is shortening. The expectation
of promotion, learning and progression is much faster. Mainfreight’s
traditional culture on this issue has been to train talent and keep them,
specifically with a focus on creating a “family” culture.

With Mainfreight exceeding growth expectations, they need more great
people, including graduates, than ever, especially given the disparity
between Mainfreight’s hiring culture and the graduate mindset of fast
growth and shortened tenure at companies.

Graduates are now more connected than ever and are increasingly looking
for new growth opportunities, travel and experiences.

Some Mainfreight employees work for a few years with Mainfreight
then to go on an overseas experience (OE) for a few years. Mainfreight
branch managers understand this and provide them with development
opportunities whilst they can, then welcome them back when and if

they return to New Zealand, given that the employee shows value, builds
relationships and alignment with Mainfreight values.

Mainfreight’s key challenge will be to identify what the new generations’
value, how to adapt to this while staying true to their values and what
learning and development Mainfreight can provide to retain their great
people.

Culture Transfer

A key problem that Mainfreight faces is the transfer of its inherent grass-
roots New Zealand culture, especially amongst international offices.

A key question on Mainfreight's mind is how significant the cultural
differences between regions are, and if so, how they can replicate the
culture they have in New Zealand and translate that into their overseas
operations.




Growth Opportunities

Expansion into more specialised industries.

Mainfreight has the opportunity to expand within specialised industries,
such as the high specification pharmaceutical sector. These sectors are
compelling expansion markets as they are expected to provide strong,
steady growth over the next few years. However, a key risk for Mainfreight
is the regulation and high levels of compliance required which are ever
changing. Regulation and compliance requirements will vary for each
region.

International Residential Deliveries

In its quest to exceed historic growth rates, and with the rise in
e-commerce and B2C deliveries, Mainfreight has pondered the question
of whether to enter the residential delivery market in other regions.
Currently, Mainfreight New Zealand has a division that specialises

in residential deliveries (Mainfreight 2Home). However, Mainfreight
questions this opportunity for growth in overseas markets.

There are many challenges in this area, for example:

the specialisation of competitors in this area overseas;
focusing on the quality of the current network and volumes; and

on a smaller scale, once deliveries are made to customers, a
situation is created where the trucks are not picking up any freight
from the customer’s destination, and effectively driving a “dead leg”
where they are not carrying any freight.

Freight is an industry built on efficiency and maximising volume.
However, the key driver for customers and businesses now is delivery
time. Consumers want their products faster, in small quantities and with
no hassle. All this must come from the suppliers or the distributors. This
demand for “next day delivery”, coupled with growing congesting in major
urban and suburban areas where consumers live leaves Mainfreight with

barriers to profitability and difficulty
satisfying consumer’s needs. The risk
to enter the B2C market overseas is
high for Mainfreight, and with growth
expectations rising, Mainfreight is
considering whether this is the right
move now, and what alternatives
they have open to them.

O
O

International Chemical
Warehousing and Transport

In New Zealand and Australia, Mainfreight have specialised Hazardous
Goods warehousing and transport brands. There is potential for
Mainfreight to start providing this product offering in international
markets, but similarly to specialised industries, Mainfreight will face high
levels of regulation, compliance and capex.

Technology Developments

Mainfreight’s strategy around technology in their operations is to create
their own technologies utilising experience and knowledge from the team
in their branches to ensure systems and operations are aligned to operate
efficiently and effectively. Mainfreight are monitoring developments in
their industry and their customer’s industry so they can quickly adapt

to changes in the market. Mainfreight take the second mover advantage
rather than innovate early and incur the cost of moving first.

Mainfreight takes a relatively defensive position on the adoption of new
technologies such as driverless trucks, 3D printing and drone deliveries.
Instead of choosing to innovate and invest in R&D, they aim to react to
changes in technology in the industry and adopt when economically
appropriate.



Key Challenges

Driver Shortage

There is a global shortage of drivers and owner-drivers. Owner-drivers
are defined as drivers who own the trucks that they carry freight in, as
opposed to drivers who simply drive the Mainfreight-owned trucks.
Mainfreight prefer owner-drivers as they are more entrepreneurially
focused people who take pride in the quality of their businesses.
Mainfreight’s core business is not to own and operate vehicles. It has

become increasingly harder in New Zealand to become a heavy vehicle
licenced truck driver. In prior generations, it was common for the

skills and knowledge of truck drivers to be passed down through the
generations. This provided Mainfreight with a steady pool of drivers
that they were able to rely upon once Owner Drivers retired. Now,

this knowledge and skill transfer has diminished. The key issue for
Mainfreight is finding a viable source of skilled drivers.

This problem permeates across all of New Zealand. The driver lifestyle
requires a relatively significant level of travel, whether delivering inter-city
or inter-region. Mainfreight has encountered a difficulty attracting talent
as the majority of the workforce today are reluctant to be away from
home. Work life balance is now one of the most important factors rated
by the modern workforce. As a result of this, it is becoming more difficult
to convince people to travel inter-city for extended periods of time.

Mainfreight is going to be piloting a programme in 2020 with the goal of
developing future owner-drivers. It is a 2-3 year training apprenticeship
to help Mainfreight team realise their dreams of running their own
Mainfreight business. Although this is a good start, it comes with

high investment in only a few team members. With the growth of the
Mainfreight business this may not be sufficient numbers to sustain

this growth. The question Mainfreight poses is how they can find more
people who want to become Mainfreight owner-drivers and how they
can retain these Owner Drivers in the longer term.

The Future of the Fleet

Mainfreight have traditionally chosen to run freight trucks that can

run heavier, longer haul freight trips. These larger trucks are better at
optimising capacity and maximising freight volumes, which have led to
improved profitability.

This trucking fleet has a useful life of between 7-10 years, after which
the vehicles are replaced. Since this truck lifecycle is relatively short

in comparison to its peers, this allows Mainfreight to take on the latest
technology as it becomes available in the market.

Mainfreight have been considering a hybrid truck, and have done
preliminary research into developing this. Mainfreight sees a hybrid
truck being a suitable vehicle to deliver lighter payload objects,
especially around urban and suburban areas. However, hybrid engine
trucks have a significantly lower weight capacity which reduces their



economic viability. Coupled with New Zealand’s rocky landscape and
terrain, Mainfreight is unsure if adopting hybrid trucks in New Zealand is
the right decision.

The key question for Mainfreight is what type of trucking fleet they want
to run for the foreseeable future, and when they should transition to
this fleet.

International Opportunities

Another challenge faced by Mainfreight is around the repatriation of
team who have taken up opportunities in other countries. The challenge
here is that with Mainfreight’s growth the bigger or more challenging
opportunities are likely to be overseas, not necessarily in their home
country.

Regulation

Regulation and foreign ownership can be a potential roadblock to
Mainfreight’'s expansion strategy. Certain legislation prevents majority
shareholding or foreign ownership.

Future Direction

With an incredible history of success and sustainable growth,
Mainfreight are in the most crucial stage of their business lifecycle.

In order to continue to shine on a global stage, Mainfreight need to
address the key challenges they face both internally and externally, as
well as adapt to new trends and technologies in the logistics Industry.

Don has the utmost confidence that his team of global professionals,
dedicated to giving the highest possible service to their clients, are able
to continue to shine and make a mark on the logistics industry.

However, key questions around exceeding the historic growth
Mainfreight have experienced are at the front of Don’s mind. In
particular, how can Mainfreight grow and expand whilst ensuring the
continued strength of their culture, people and quality service. As the
saying goes, “The future is not some place we are going to, but one we
are creating”.
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Appendix 1: Financial Statements

Income Statement

FOR THE YEAR ENDED 31 MARCH 2019
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Statement of Comprehensive Income
FOR THE YEAR ENDED 31 MARCH 2019
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Appendix 1: Financial Statements

Balance Sheet

AS AT 31 MARCH 2019
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TMTS 366725
NON-CURRENT LABILITIES
Sank Tarm Loan ¢ 23BES3 270,753
Empoyee Enbtemants 1% 2815 5634
Ogtorred Tux Liabdity ? 18475 21,526
Firance Lesce Liatslity 20 258 4507
265 699 300420
SHAREMOLDERS' EQUITY
Share Capetal 21 a5 sl a5 K21
Sutanmd Famengy 73921 583,159
Sl Lston Reerve L ysl 6125+
Forovgs Curtency Transioon Tesers [OSO6  (10644]
Ouf v Fenul 2t Ponscn Rew v 3021 30
TOTAL EQUITY 836318 709,558
TOTAL LABILITIES AND EQUITY 1502889 1,376,703
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Appendix 1: Financial Statements

Statement of Changes in Equity

FOR THE YEAR ENDED 31 MARCH 2019

Foregn Detined
Asset Currency Meralic
Raance an 1 Ao J0 es,nq: 5}.‘_‘»—~ !lQ Niaas > 15‘! :’@I_l‘.‘i X TO9558
Peofiz forthe Yeur 137624 137624
Trarstee of Bevluation Reskiw
for Land Sokd {1283 L2853
Ot Corrpratutnsse Income SSA00 138 (700 33A68
TOTAL COMPREHENSIVE
INCOME £0 THE YEAR - e 138 70) 138907 177092
TRANSACTIONS WITH CRVNERS IN THER CADACITY AS OWNERS: .
Sutphernentury Diisands LB (BTN
Owvidercta Paid s L . (A8 IaiaN
Foeign investor Tax Cowait 187 1879
BALANCE AT 3! MARICH 2000 85023 09371 {10506) _(302) 673931 838315
Defined
Forewgn ~
o8 Ordinary Tirvstuation T [ Retainest
Balence m | Apnl 2077 85H21 S06le (12037 &2 S18982 Ga2962
Dol it o the Your 107678 107 678
Ouhat Compenenaive INcomm G3E LE93 188 12719
TOTAL COMPREHENSIVE
INCOME # GQB TNE}'_EAR * 38 1.393 108 107670 109,897
TRANSACTIONS WITH OWNERS N THEIR CAPACITY AS OWNERS
SUBerrentary Dadonds 1407 11497
Dwaiarviis Pavd " (%3301 (w3301)
Foregn sastor Tae Cregnt 1407 1497
BALANCE AT J1 MADCH 2018 B5821 51254 (10,644) (232) 583,359 709,558

CHAMPIONS TROPHY Case Competition

(Q



Appendix 1: Financial Statements

Cash Flow Statement

FOR THE YEAR ENDED 31 MARCH 2019

20m 2018

Nets - 3000 000
CASH FLOWS TROM OPERATING ACTIVITIES
Rwoegits ftrm Cusormwes 2033037 25DD420
Irtarost Recesed 673 511
Paprments to Suppiors and Toam Mernbors 2E74532) 12388030}
Ireencst Pad (25a1) 17.567)
Income Tases Do S2214) 145,107}
NET CASH FLOWS FROM OOERATING ACTIVITIES 22 197423 140,236
CASH FLOWS FROM INVESTINC ACTIVITIES
Proceeds from Sake of Property, Hart & EQuipmant 14048 4507
Praceedt from faw of Softwa e 50 6
Rutamtnunty by Tedrrs Mot o 213
Purehase of Pecporty. Pant & Eausprront IN7 570 (51,500}
Pusctuase of 500wre (15603} 1172.728)
Achances to Toam Mambers 31 (10}
Estanitrrent of Francnises and Acousiton of Subcidaries - [350|
NET CASH FLOWS FROM INVESTING ACTIVITIES {89,173) (64,729)
CASH FLOWS FROM FINANCING ACTIVITIES
PoDooedts of Long Terrs Leans 330 1974
POCoOas of Shune e .
Diavithonid Puid 1o SHurehcrdines RIS 153,300}
Ropsyrrant of Luars [IATSS) [2R441)
NET CASH FLOWS FROM FINANCING ACTMTIES (746,770) 69.7967)
NET INCREASE / [DECREASE] (N CASH AND CASH FEQUIVALENTS 33480 5740
Net Foregn Eschange Diffecences 1218 180
CASH AND CASH EQUIVALENTS AT BECINNING OF PESRSOO -BOA85 74 365
CASH AND CASH EQUIVALENTS AT END OF PERIOD 115180 80,485
COMPRISED
Bank ang Sho Tem Dopowts 10 11518 0521
Bk Overtiraf h) (36}

115,180 80485




Appendix 2: Operating Statistics

OUR BUSINESS Operating Statistics

Transport Statistics Transport Loading Errors Transport Claims
5 A71 conignments
b % X% S5 comsigrimaents
! } g wy 529 conuignmunts
4 23 X Jonr S5 conmgnmnd
e | 1w | 1 pe = —
AN 1 conuigrniments
NS ZEA pa ]
’ . | THha Wy QU CI3ITIE A0 IMoGsueg Wiz
! m» ~ 24) | 5_17 1 | a-n.onummmm(,mmmd
an 7 | 3 = WA SR et el Dy clowce Crentit
AN ' * Fagures fo0 20N srw wcknne of
oie | ans T 5 - | «ommmmzmmo;rm
: ARG ANEES WA Sur pOp-Uf Shning
m_ ‘”‘- 40{_ 194 , Ot openaton dule 10 sarthguave
~ Information Technology Claoeis funenie
20 DA COnsgrmmmis
This Yeae | Lew o 20m 4735 conaigrmanms
Inforrration $5699 i 2010 or
1 i e i COPRITIINES
Soond 209 2943 conuignms
Aanot o 2006 wars our first e of caitulsting
Revenve e Qi Gatazics b Australia with the
mmm::“;?nmm‘m
: of ¢ notes Brogramme Mo rodacton n
ovoron b vige e sty 1 the folowmsg years
Ma{gmmmw'ﬂodlm
beoolas of the QAR by owr Aumlian
Thia Year | Last Ve camiuTIers, W oxpect 10 sent tho
- Tiguro Irend oowr §% 2 Deoams Mo
Norw Zoland BOAN (L7 vy McCapion. Defcw nomauing
Jusstralla a5 W naates
Amarcas AL i Claims Americas
Eurege 200 W0 N 1000 consignments
o cas of Lsaltics asd P <Of confignmens
received 200 #04 consigrimurts
2007 waes our Te nOOrnNg Ry
This Year | Last Ve uumx%mmn
BSSLr Y Onle Claves WY has teovicied
—_— pinrmcinss Ay iy
Amnces “ b1 2o [ LOIS comsgnrrmens
Europe LUl o 2O fa oot Tean pel of caloutating
¢l statistes in Ewnee
Air & Ocean Statistics
Thes Yoo Lt Ve IAYA Ranking
At regne Inbouna QTAVISAS | T This Yoar | Last Yoor
andd Ductound (kioa) o - ~=
Sl et Inbound 34294 Insse
Lonri a0 Outbound (TELY A sth AN
Quaity cna
by Doty for Gur 1A end Ewrope Quatorrs Clairarces LA wave | o ey oxh
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Appendix 2: Operating Statistics

Warehousing Statistics People

TosVenr | Lot ves oA o
Inanitory Record Accuincy (1RA) sa0m SBON LIRS 148 Yar
Facilzy Utinanicn 200% mon. | Tenraed l o e
Waarshousing Footpring BOSOOM | A0 e— =
Domestic Consgrments Canerated 403846 9% $
Value of Domestic Conugnments Conofotod | S389 milion | 5308 ritlen TEAM NUMBERS
Purcentage of Domestic Frigr 858 £ l This Yeor i e
- oS New Zesing [ 2382 2272

This Year Lo Vaar e l i e
Eweritory Recond Acouaty [IRA) 94N a8 Asia !_" 7 aid
Faciliy Utiestion 6o won | Amencs o ar
Domestic Consgrrments Cenarsted® TR e Tozal Group ] 807 57
Value of Domestic Conugnments Genaratod sSe23millon |  S4ca malon
Purcentage of Domeste: Freght 200 AN GENDER RATIOS
venioy Becoed Acoumacy [IRA) R N Mmoo | s 2.
Faciiny Utdsation PON TN Asa ] e L
Warehousing Footprint |soom'|  tatoom’ | amencas I ‘E, ‘“.
Dormestc Consgryments Cenerated e fEES Europs [ A EN
Vahue of Domestic Consignments Coneratixd $3.567,404 £2 58477 Total Group i % By
Parcantage of Domestc Freght am 5% | e rermoum Owoae Deivers and FU Orvers
: T e ot
-~ Europe (EUE€] i

This Year Lt Ve FEMALE BRANCH MANAGERS GLOBALLY
Iventory Record Accusacy (IRA) EEN R e
Facilry Utisation 350 0N rh’: 7
Warshonsng Foatprnt 3w 200466 o .I°il
e S \IS7450 p— =
Vitue of Domestic Consgniments Sonsanatod €4A2) millkon | € 33T mikion Debtors Days Outstanding
Puccentage of Domestic Freght 2048 YR
Outbound Acciracy » 0 AT -"‘;;','7 Sa o
MENTGNTS vl Of 1RA Measires. IOCETion count, Moy CONGton, SateoTs m 1 i

Sgnment 10 mewotory Court, Product integnly, IOLE iMwamdory count
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Appendix 2: Operating Statistics

OUR BUSINESS Our Global Network

Each new branch we open, exponentially increases the number of points
we can ship between. This enhances our ability to attract and service
global customers, who trade across our geographical network.

- Europ. 41 mncugs'7" 2, Saw o sasassts s e ssata

Australia 555 BRANCHES
1,789 rean memnens
|,J$55.4 F1) mmroa
AUSTIO.2M sevene

How We Add Value
Our Network Model » Phxibility 6 tailor business soltions
» Decentralised. Provide services where our + Quick decsionmaking on the ground, dose
customiers need them 0 Custonwr
» Offer fully integrted, end-to-end service + Real-time visibility to cnstomer
» Retain freight in our network » Use most efficicient combination of modes
» Control quality, consstency mnd service v Pro-actively optimise customess” supply chain
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Appendix 2: Operating Statistics

New Zepland, Austraba, USA Canada,
2 O 24‘ Mexica Chile, China, Hong Kong, Taswan,
Singapore, Thathnd, Vietnam, Malaysa,

Branches Lag Jepan, Nethodands Baiglum, France,
: y Countries Cermany, Bomania, Poland, Uktaine
Russia, United Kingdom, italy

:‘8‘;‘ TEAM MEMBERS
W b 86.«3'_' | emroA
| 87‘{‘."" PEVENUE

The Americas (5 5 srancues
896 TEAM MEMBERS
‘ 326.1 1| zanoa

S 8"‘93.9.’ '] sevenoe

2,362 TEAM MEMDERS
.'sll().G EBITOA
\ |/ STIBBIT severve

Our Ambition

Asia 21 eranches

 New Zealand 78 BRANCHES |

TO BECOME OUR CUSTOMERS' SINGLE
SUPPLY CHAIN PARTNER, GLOBALLY.
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Appendix 3: Various IBISWorld New Zealand
Industry Reports

NEW ZEALAND INDUSTRY (ANZSIC) REPORT 153008

Warehousing and Storage Services in New Zealand &

Moot by JSwves Pl Qb | Secturrber 2079

Executive Summary

The Warehousing and Storage Sarvices industry plays an integral role in the supply-chain process of raw
matertals, inputs for production, and finished goods.

Indusiry operators primanty provide warehouting ant sfofage services o maumtzies In 2 3%
Ihe wholegale Uade. manufactuing and 1ransport secsor. Industry opelators have »
radiionally provided stodage solubons for materishy and products However, tising
demand 10¢ value-odded services and & Ahft towsids gteatar supply-chain
managemen have created hew levenye growth opportunities fof sdustey operatorns
Industry reveous (s expected 10 Increase at an annualised 2.3\ over the five years
theoagh 201020, %0 51 2 tlion. This includes an espected inceease of O &N i the
cutrest year.

Growtn i Incuatry Revenue 201520200

Positive consumer sentiment and Income gromth Aave 2004100 retall spending over 0 2%
INe past feve yrats, InCreasing wholesale activity. This trend has wereased the wolume .

0f products requinng storage befoare beng delivered 1o cetatiers and ather end
markets, boosting demand for Industry services. Growth i oaline shopping has furthet
increased demand for industly services over the past five years. More brcks-and-
martar tefallers have staried online stores and new online-anly retaliers Save
pommenced operations, Intreating he potentisl poal of clients requirmg warehouse
10898 Over the pediod

Geawth & industry employees 8y 2023

Industry revenus |8 forecast 1O grow At An annualised 2 0N ovar the five years thiough s1 .3bl‘l
2024:25,10 51 3 bilhon Growih In 1080 mercsandine Fmpodts and oxpocts I8 pojected

10 SUPPOr Industry revenue over the period. Hising demand from whalesalers and
retaders particularly onlineg retaders, 15 projected o further Boost Indusiry revenue
However, NSing price-dased competition ia anticipated 10 dive peoftsbfity lower Oves
the penod Impeavements in warehouse acfomation are forecast to limit growth in
labour demand and teduce wage costs as 4 share of Industry revesue over the next
fove yenin

Anticipated industry revemwe in 2025

CHAMPIONS TROPHY Case Competition O‘
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Appendix 3: Various IBISWorld New Zealand
Industry Reports

NEW ZEALAND INDUSTRY (ANZSIC| REPORT 14430NZ

Road Freight Transport in New Zealand =

Fport by Jwrws Pl Caldaed | Fatruay X019

Executive Summary

The Road Freight Transport industry plays a crucial role in the supply cham of numaerous industries.

s mapor matkels span constroction, wholessle and tetall trade, a3 well a8 the 1 2%
agncultural sector, The cwersity of these markets helns 10 keep industry 1evenue e
growth stable, as & decine in 0ne major market is typically offset by growth in another
Road Treight operators provide dodt-1o-¢o0r deltrery nationwide, s2tling them apa
from external compelitors in the coastal and rail freigM transpoet industries. Industty
operators have benetited fram rising freight volames oves the past five years Industry
19venur I expected 10 Grow ot an sanunlised 1.2% over the five yoars through 2018
19,10 575 Dithon, This includes o rise of 28N in the catrent yeal, teflecting sttong
growth & total merchandise impoets and exporis

Growth In InGestry Revenye 20142019

Fued 15 2 significant cost for road ireight serices, therefore movements In the world 1 6%
price of crude oll and domestic fuel price atfect the InSustry's revenue sy .
profitability. The woeld peice of crude o8 G1opDed shaiply in 201415 ong 2015-10,
beading 10 lower domestic fuel prices and suppocting greater industry profitability earty
= the period. However, overall growth in profitabiity has been limited as players have
Deen forced 10 pASS ON S0Me COX SAVINGE 10 JOWNSIzaam markets 10 remain
competitive with rival fiema. The world price of crude olf |3 expectied to e in the
cutrent year, while remaining significantly below @5 historic higha

Growth in indystry employees by 2024

The industry will likety increass wvestment in new (CAAGIOZIES 10 nprave efficiency $8.3bl‘l
and productivity over the next five yeara Industry reverue i forecast to grow ot &n

snnualised 2,0% over the five years through 2623:24, to $8.3 billion, supported by
capanding freight volames, However, the woeld price of crude ol i expected to
conlinue 10 recover, ConsLaining any profability growth. Furthermore, with incréssing
fredght volumes, the mdustry is anticipated 10 foce a growing skills shortage as its
ageing workforce retires. Road freight service operators will Meely have to lift average
WAges 10 Mtract young, skilled, reliable truck drivers over the next five years

Anbicipsted Ingustry revence (n 2024
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Appendix 3: Various IBISWorld New Zealand
Industry Reports

NEW ZEALAND INDUSTRY (ANZSIC) REPORT ISTRINZ
Customs Agency and Freight Forwarding Services in New
Zealand &

Feport by Jurwes Priio Caiowed | Ady 2019

Executive Summary

Opuorators in the Customs Agency and Freight Forwarding Services industry provide services to entities that
need to transport goods around New Zealand or across its borders.

Customs agents help their cents 3ansfy legal requiremenis and emaure that they have 3 1 %
the approgriate export and import documentation. Freight forwarders purchase b
transport space from freight tranaport operators 10 move goods (nabonally or
Internationally) on hehalf of thew chents. Demand 100 mSastry services Has grown over
the past five years lacgely due 1o 2 rise in New Zealand's international ade sctivay
INSGSSIY fevenue |5 eapected 10 INCTeass At 30 Anvvaslized 3.1% over the five years
thiougn 2019:20, %0 reach §910 4 mdlien. This inchades anbicipated Qrowth of O &N In
the curment yeat

Gzowlh in industry Revenue 20152020

Expoct volumas have neen aver the pagt frve years dor 1o inressed Semand 1or New 1 8%
Zesland produce from oversess mackets particulardy Chira New frée trade .
Agreements, along with countries such a5 Malaysia and Thatand lowering taiffs on
goods from New Zealand, have also Boosted demand for industry services over the
pentod Industry prafabilty has rsen over the padt five yeurs mainly doe 10 8 decine
In LANSPOrIation costs. The rige in Neéw Jealand's internationsl tade activity has
Atratied new operators 1o the markel, boodting mduatry patticioation and
employment over the past ive pears

Growth In ingdustry employees by 2025

InSastry tevanye 1y 1oracas! 10 CONDMr Groming oved the naxt five years, due 1o s1 Obl‘l
ncreadad demand 38 & resull of AUCAGe intarnalional Irade actinity. Despite the .
projectied fise th revenus, sadustry profit marging ate Isly 10 contratt aver the panod
due 1O a0 anticiosted e in woges sod purchase costs Technology M projected 16
play ao Incraasingly indegral rofe in 1he Induatry, with mate freight Coecplors mvesting
N AUTSMAlIon saftwiace and Sironger cytersecurity solutions Ovelall, iodustry tevenye
is fotecnst 10 grow at an Acvusiised 1. 0% ovel the five years through 2024-9, 10 reach
£) 0 08on

Anicpated Ingustly revenoe in 2025
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Appendix 4: News Articles

BUSINESS

Mainfreight forecasts stronger
second half, rules out growth
by acquisition

sroup MD Don Brald sidd Australia ko thelr crickit and rughy toams, could do 2 bit batior” Phito / Natal

Mainfroight is forecasting a better second half of the vear, alter indicating its first quarter o
June 2019 “could have been better”

Ihe lopistics and freight operator, which is famous for its 100-year view, pave a trading
update of sorts at its annual meeting late yesterday in Auckland

Group managing director Don Braid said that the timing of | aster this yoar had meant
fewer trading days and pointed out that Australia *like their cricket and rupby teams, could
do a bit bottos”

Braid said while it was a bit quicter, there wore benelits in being a global player with
Europe, America and Asia contributing *quite nicely”. The sales pipeline for the next
quarter was “reasonably full” the Mainfreipht exccutive added, saying cconomic
conditions were concerning, but could be offset with stronger sales actvity.



A hard Brexit would pood for Mainlreight due to the lovel of advice UK shippers would need
from the liem, and the China US trade war had simply meant more trade out of Vietnam,
Malaysia and Thailand, Rraid said.

For the year ended March, the company posted revenue of $2.95 billion, up by almost 13
percent, and net profit at $137.6 million, rising almost 28 percent from $107.7 million the
previous year.

Brald noted it was good to see that the company now makes more of its profits - 56.6
porcent - abroad, adding “we are not finishod hore in New Zoaland. It is strong and
continues to be, but we are getting traction in other countries.”

For the first time, Mainfreight broke down its three core divisions; warchousing, air and
ocean, and transport.

Transport revenue was up to $1.45 billion, a 12 percent increase on the year prior, with
carnings belore interest, tax, deprediation and amortisation up 22 percent to $156.7
million. Warehousing revenue rose about 20 porcont to $346 million, with ebitda at 537.78
million. Air and Ocean revenue rese to $1.16 billion and operating earnings 563 million, up

by 18 percent.

Braid said a key performance indicator was how many ol its 1op 500 customers used all
three divisions, and that had risen from 78 to 31 percent its last reporting year.

Braid said he is often asked whether Mainfreight has any acquisitions on the cards, but
sees the company's organic growth as enough

“Frankly, with all the capital expenditure we have planned, we don't have any money to go

out and buy another business. Why would we when we don't have the time or patience to
convert those businesses with other bad habits into Mainfroight7*

Net capital expenditure was 5892 million but for the 2020 finandal year it is forecast Lo
total 5213 million.

Prompled by shareholder questions, Mainfreight gave insight into how its company bonus
scheme works. This year qualifying team members received a share of $27.2 million, which
is 56.5 million more than the year belore.

Not every employee gets this bonus, shareholders were told at yosterday's annual
meeting, Toqualify, a branch must be profitable and have performed better than the prior
year.

Mainlreight then takes 11 percent of the profit and divides that equally among those full-

timers have worked at the branch lor more than one year, Part-timers get a bit less, chair
Bruce Plested said,

(BusinessDesk)
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