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Consumer Foods Branded, pre-cooked prepared meat products Canada 10 Plants The Maple Leaf brand dates back to 1898,
including bacon, ham, wieners, fully cooked roasts, 6 Offices with over 300 varieties of pre-cooked products
deli and canned meats currently produced

Pork Primary processing of fresh, frozen and value-added Canada, United States and Japan 5 Plants Maple Leaf Medallion Naturally™ is Canada’s
pork products, including Maple Leaf Medallion 4 Offices leading brand of pork fed 100% all vegetable grain
Naturally™ branded pork feed containing no animal by-products

Poultry Primary processing of fresh, frozen and value-added Canada 6 Plants Maple Leaf Prime Naturally™, is Canada’s leading
chicken and turkey products, including Maple Leaf 1 Office brand of value-added chicken fed 100% all vegetable
Prime Naturally™ branded chicken grain feed containing no animal by-products

International Global marketing, distribution and trading, including Japan, Hong Kong, China, Mexico, Germany, United 2 Plants Maple Leaf Foods is Canada’s largest exporter of
pork products, seafood, grain and soy products, Kingdom, South Korea and the United States 10 Trading Offices food products to more than 80 countries o Malurally
pre-cooked meat and poultry products, french fries
and pet food

Shur-Gain Animal nutrition programs including Shur-Gain Agricultural markets in Ontario, Quebec, Atlantic 13 Mills Shur-Gain is a leader in animal nutrition research
branded swine, dairy and beef cattle, poultry, Canada and parts of the United States 4 Offices and development and is Eastern Canada’s leading
aquaculture, equine and pet food 3 Hatcheries animal nutrition company, serving the agricultural

3 Research Facilities marketplace for over 65 years
7 Retail Sales Centres
Landmark Feeds Animal nutrition programs including swine, dairy Agricultural markets in Western Canada 10 Feed Mills Landmark Feeds is Western Canada’s leading feed
and beef cattle, and poultry 2 Offices company and expects to produce over 800,000
tonnes in 2004
Elite Swine Swine production and swine genetics Western Canada, Ontario and the Midwest 4 Regional Offices In 2003, Elite Swine had approximately 116,000
United States sows under management

Rothsay Rendering of animal by-products into value-added Ontario, Manitoba, Quebec, Atlantic Canada, 6 Plants Rothsay is Canada’s largest recycler of animal
products including animal feed, amino acid the United States, and global markets by-products, and the only independent rendering
supplements, alternative fuel and many industrial uses operation in North America to achieve HACCP

compliance
OPERATION PRIMARY PRODUCTS AND SERVICES PRIMARY MARKETS INFRASTRUCTURE DID YOU KNOW?

Fresh Foods Production and distribution of fresh baked products Canada and the United States 24 Plants Canada’s leading producer of whole-grain breads,
including bread, rolls, bagels, artisan breads and 4 Offices with leading brands such as Dempster’s®, Pom,
sweet goods; Dempster’s™ is the national brand 23 Major Distribution Centres Ben’s, and Healthy Way™; Olivieri™ is Canada’s
leader and Olivieri™ fresh pasta and sauce products leading brand of fresh pasta and sauces

Frozen Foods Production and distribution of frozen par-baked Canada, the United States and the United Kingdom 11 Plants The leading producer of partially-baked or
bread, rolls, and bagels including the New York 1 Office “par-baked” premium bread products in North

Bagel ™ brand and specialty breads

America; the leading supplier of bagels in the
United Kingdom

Maple Leaf Foods is a leading Canadian food processor, exporting to over 80 countries worldwide. The
Company’s Protein Value Chain operations include value-added pork, poultry and processed meat
products, hog production, feed and animal nutrition programs, and rendering. The Company’s Bakery

Products operations include fresh and frozen bakery products.

Maple Leaf Foods is a public company with shares trading on the Toronto Stock Exchange under the
symbol MFI. Headquartered in Toronto, Canada, the Company employs more than 18,000 people at its

operations across Canada and in the United States, Europe and Asia.

« Signed an agreement to purchase Schneider Corporation; when closed, the transaction will more than
double Maple Leaf’s value-added processed meat and grocery products operations

« Strengthened market position for Maple Leaf brand products and our commitment to food safety
leadership through our We Take Care™ brand promise

e Launched Dempster’s Stays Fresh to the Last Slice™ which drove our market growth in the sliced-
bread category

* Achieved significant progress in integrating the Multi-Marques bakery acquisition in Quebec and
realizing synergies

* Launched premium line of fresh Maple Leaf Fully Cooked Roasts™, ready to serve in just 10 minutes,
and gained national category leadership

» Increased value-added processing and improved the sales mix in our fresh pork operations
* Increased pork exports to Mexico, supporting our goal to grow and diversify in international markets

* Achieved double-digit growth of Maple Leaf Prime Naturally™ chicken and significantly increased
margins in our poultry business

 Completed 100 Six Sigma projects and 2,400 days of leadership training
* Secured market leadership in our feed business by building two new world-class feed mills

 Installed a $13 million odour abatement and wastewater treatment system at Rothsay’s rendering plant
in Dundas, Ontario

* Developed a DNA traceability program, allowing full tracking of pork products from the consumer to
the farm of origin
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For years ended December 31

MAPLE LEAF FOODS

Financial Highlights

(in millions of Canadian dollars, except share information) 2003 2002 2001 2000 1999
Consolidated results
Sales $ 5,042 $ 5,076 $ 4,775 $ 3,943 $ 3,530
Earnings from operations before

restructuring costs 152 204 158 90 147
Net earnings 35 85 57 37 7
Return on net assets employed © 6.4% 9.2% 7.6% 5.4% 9.5%
Financial position
Net assets employed @ $ 1,596 $ 1,458 $ 1,405 $ 1,298 $ 1,148
Shareholders’ equity 743 732 660 451 465
Total net borrowings 697 579 599 722 566
Per share
Net earnings $ 0.27 $ 071 $ 0.55 $ 0.34 $ 0.77
Dividends 0.16 0.16 0.16 0.16 0.16
Book value 5.72 5.64 5.05 3.77 3.93
Number of shares (millions)
Weighted average 113.1 112.5 95.9 95.1 94.4
Outstanding at December 31 113.2 112.9 112.0 95.1 95.0

(i) After tax, but before interest, calculated on average month-end net assets employed. Excludes restructuring costs in 2003 and significant gains

on asset sales in 1999 and 2000.

(i) Total assets, less cash and non-interest bearing current liabilities.

SALES BY GROUP

DOMESTIC VS.

INTERNATIONAL SALES

OPERATING

EARNINGS BEFORE

RESTRUCTURING COSTS

® 56.9% Meat
@ 249% Bakery
® 18.2% Agribusiness

Maple Leaf Foods Inc.

® 64.8%
@ 17.5%
® 17.7%

Domestic
us.
Other International

® 53.6%
@ 38.1%
® 83%

Agribusiness
Bakery
Meat

TOTAL ASSETS
BY GROUP

33.3%
31.0%
25.9%
9.8%

Bakery

Meat
Agribusiness
Not allocated



Holurelliwent = Rufureiemsenl

MEDALLION M &3 0% 1

== Aunlero

- Aateiraily

MEAT PRODUCTS GROUP

(in millions of Canadian dollars) 2003 2002 % change

$ 2,869.9
12.7
666.5

AGRIBUSINESS GROUP

(in millions of Canadian dollars) 2003 2002 % change

$ 918.8
81.6
555.7

TOTAL FINANCIAL RESULTS - PROTEIN VALUE CHAIN

(in millions of Canadian dollars) 2003 2002 % change

$ 3,788.7
94.3
1,222.2

OPERATING GROUPS
Meat Products Group

Agribusiness Group

BAKERY PRODUCTS GROUP

(in millions of Canadian dollars) 2003 2002 % change

$ 12532
58.1
716.5

Bakery Products Group
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LETTER FROM THE CHAIRMAN

G. Wallace F. McCain
Chairman

FELLOW SHAREHOLDERS:

When McCain Capital Corporation and Ontario Teachers’ Pension Plan Board acquired Maple Leaf Foods
back in 1995, it was largely my responsibility to make sure we established a strong Board of Directors —
one that would help us realize the value of our Company. | had no desire to fill a board with insiders. What we
wanted were smart and experienced people who didn’t need the position but chose it because they

believed in our vision and what we could achieve together.

Well, we succeeded admirably. Based on the calibre of our members, Maple Leaf has one of the strongest
boards in Canada. Ours is a corporate governance model of active fiduciary accountability where board
members with diverse business and industry experience are very adept in responding to complex issues.
Maple Leaf board members take their role very seriously; they speak their minds, challenge assumptions,
and probe issues without reservation. The exchange is a healthy dynamic that ensures management is

working for the long-term best interests of the Company and its shareholders.

Last year was a difficult one for our industry, and during tough times shareholders rightly ask what
the board did to preserve shareholder value. Regular and detailed performance reports by operating
management kept us well informed about business risks and actions taken. We worked diligently to
understand the environment and market factors that affected our businesses, and we pushed hard in

areas where we felt management could make improvements.

Going forward, we are firmly convinced this Company has the right fundamentals in place and is headed
in the right direction to build long-term value for shareholders. We have a strong management team
supported by a Leadership Edge culture designed for high performance. This year, with a little less
turbulence in the market, and armed with very clear and achievable business targets, we are looking for
results that are a better reflection of the investments in assets and processes that our Company has put

in place.

On behalf of the Board of Directors | would like to thank management and employees for their energy,

passion and commitment to making Maple Leaf Foods a strong company.
Sincerely,
r o I| 1 -:'_—.'7':"
r {J'.-’*'-t*:? ——
|__ T

i
G. Wallace F. McCain, Chairman

Maple Leaf Foods Inc.



What separates good companies from great ones is being aligned around the important matters of vision
and values, and then harnessing the energy that comes from a shared culture. Our Maple Leaf culture

goes far beyond plaques on the wall... it is the code that guides our actions and builds our success.

Our commitment to attracting, developing, motivating and retaining top talent is profound. It encompasses
careful recruiting, promoting workplace mobility and formal programs at our Leadership Academy,
to coaching and rank ordered assessments from our Leadership Edge reviews. And it works! In 2003,
retention of our top performers exceeded 99%, well above industry average. Strict pay-for-performance
compensation supports the top contributors and long-term incentives only trigger when we exceed

industry benchmarks. Maple Leaf Foods is a place where energetic people who thrive on challenge excel.

How do you translate continuous improvement into action? Six Sigma provides the discipline, tools, and
common framework to drive our performance-based culture. Maple Leaf Foods is a Six Sigma organization
because it helps deliver breakthrough ideas and bottom-line results. It forces us to be courageous —
to challenge assumptions and think counter-intuitively. In 2003, Six Sigma supported bold initiatives,
including: DNA traceability for pork; streamlining our detailed financial reporting process; engineering
automated controls to prevent cross-contamination at our feed mills; and improving meat yields in our
poultry processing operations. In our fourth year of implementation, Six Sigma has become an essential

part of Maple Leaf culture.

Be innovative

Focus on markets and categories where we can lead
Develop brand equity

Create customer value

Be a low-cost producer

Execute with precision and continuous improvement
Think global

S @Ol RN
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LETTER TO FELLOW SHAREHOLDERS

Michael H. McCain
President and Chief Executive Officer

Fellow Shareholders: Cutting right to the chase —
2003 was a difficult year, not only for Maple Leaf
Foods, but also for our entire industry.

From experience, we have learned that building shareholder value does not happen in a straight line. And,
while we have encountered event-based earnings declines in the past, due to large-scale cost restructuring
or massive plant start-ups that we initiated, 2003 was simply a tough year all around. It would be too easy
to play the “blame game” pointing to market conditions. The truth is that in 2003, we faced more than
our fair share of operational challenges, which exacerbated the impact of very challenging global market
conditions. This letter is a straight and candid account of what we learned and how we are applying these

experiences to building a stronger company.

The bottom line of our performance in 2003 was:

* Sales were down 0.7% to $5.0 billion

» Earnings from operations before restructuring costs declined by 25% to $152.4 million

« Earnings per share declined 62% from $0.71 to $0.27

* EBITDA decreased by 23% to $234.2 million from $305.1 million

* Cash provided by operating activities was $74.9 million compared to $195.8 in 2002

e Capital expenditures were $132.6 million

* Business acquisitions totalled $81.8 million

* Return on net assets fell from 9.2% to 6.4%

* Share price closed the year at $10.50, down 4.1%, underperforming the S&P Food Products Index

which increased 8.9%

Overall, these are not statistics we are proud of. That said, winning teams don’t win every game. We know
we have an exceptionally capable and highly energized management team throughout the organization,
who are determined to win. We are confident our strategies are sound. We have excellent assets and have

taken decisive action, in many cases leading the industry, to ensure our long-term competitiveness. And,

Maple Leaf Foods Inc.



we are convinced we have addressed and learned from the challenges of 2003, and we are heading into
2004 with confidence. One of the central elements of the Maple Leaf culture internally is a commitment

to candid, direct communications. We hope you will witness this straight talk in this year’s review of 2003.

Challenges Of 2003; Creating A Stronger Foundation

While they were formidable, let’s quickly set aside the market conditions facing Maple Leaf in 2003. They
were: a glut of protein in the global marketplace, carried over from 2002; a soft Japanese market; the
Canadian outbreak of BSE; SARS; massive power failures; and a rapid rise in the Canadian dollar. In most
cases, we were quite proud of how our highly competent management team faced and mitigated these

various crises, although we won’t dwell on that here. Suffice it to say — it was a year to remember.

What is important to focus on are the controllable elements that contributed to the gap in performance

for the year, and what we are doing about them. There are six key factors:

1. Over-Weighted In Primary Processing

We estimate that market conditions in North America impacted our 2003 primary pork processing
performance by roughly $20 million, against our portfolio in this segment of our business over the year
prior. There wasn’t much we could do about this. It will come back, and the fundamentals in our categories
are actually quite positive over time. Consumption rates are growing; dietary trends for protein are

favourable, and capacity utilization is increasing.

However, it became evident in 2003 that we are over- Consumption rates are growing;

weighted in our protein portfolio towards primary dietary trends for protein

processing (the fresh meat value chain), and under- .
are favourable, and capacity

utilization is increasing

weighted in value-added consumer products (packaged
meats and grocery products). This makes us more
exposed to difficult fresh protein markets than if we had a more balanced business mix. This doesn’t mean
the investments we have made in primary processing aren’t sound; it simply means we need to grow our

business mix in favour of secondary packaged meat and food products to balance these investments.

Response & Action Plan — In response to this, and somewhat fortuitously, in mid-2003 we were presented
with the opportunity to acquire Schneider Corporation. While we have considered many options to grow
from within, Schneider’s appears to be the perfect means to more quickly achieve a balanced business

mix. A fuller discussion of what this means to Maple Leaf Foods is described later in this letter.

2. Over Dependence On Japanese Markets

The history of the Canadian pork industry has been to serve the needs of the Japanese markets. This is
a very positive thing — most years! Japanese customers are very demanding of quality, service and food
safety, and Maple Leaf has steadily grown market share in that region. However, the essential profit driver
of a fresh meat business is sales mix — selling the right mix of products, to the optimal mix of customers
and geographic regions, and doing so in whole carcass balance on a timely basis due to perishability.
Japan has been at the top of this balancing equation for Maple Leaf, but when market forces lead to a
downturn in that region, it has a disproportionate impact on our bottom line. Why? Because our business
is inadequately developed in alternate markets, particularly the United States. We estimate this cost us

in excess of $20 million in 2003, over and above the impact of North American market conditions.

Annual Report 2003
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Response & Action Plan — During 2003, we accelerated our efforts to diversify our customer mix,
primarily with retail and food service customers in the United States, Mexico and Canada. Japan will
always be important to us, but we require more breadth in the sales mix to grow our business and to give

us greater stability over time. The benefit of this should be felt over the next two to three years.

3. Exposure To The Canadian Dollar

Who would have thought that the Canadian dollar would rise 17% against the U.S. dollar in less than a
year? As an export driven country, Canada must deal directly with this “New Normal” in many industries
(sales outside Canada account for 35.2% of our total sales); however there is impact on our domestic
business as well, which now face more competition from imports. Our historical risk management
strategies have relied on “natural hedges” in our business portfolio. While these are real and meaningful,
there is a lag effect when the currency change is so sharp. The negatives, such as the declining value of

sales based in U.S. dollars, are felt overnight while the positives in the cost structure seem to trickle in.

Additionally, the analytics of natural hedging are clear when related to the balance sheet and the income
statement, but rarely do justice to the effect of changes in “relative competitiveness”. For example,
Canadian hog producers are facing enormous financial stress as a result of changes to the Canadian
dollar. Market hog prices in Canada are indexed to the United States every day, so essentially 100% of
a hog producers’ revenue is currency exposed. The result in 2003 was approximately $16 per hog on the
top line, and the only path to recovering this is through cost restructuring. Maple Leaf is feeling this impact
as well, in our direct or indirect ownership of 1.8 million hogs. Overall, we estimate the rapid currency

change in 2003 cost us roughly $25 million, spanning both the protein and the bakery businesses.

Response & Action Plan — We are confident we can maintain our competitive advantage despite a
higher Canadian dollar. During the second half of 2003, we embarked on an aggressive campaign to
adjust our cost structure in every element of our business exposed to currency exchange. In our hog

production business, we took very painful but

We are Working to differentiate necessary steps to reduce overhead costs, and we
Canadian pork through initiatives asked hog producers to take similar steps as we
such as DNA traceability reflected the impact of the Canadian dollar in our

contract positions. We are realigning contracts when
they come due, and working to differentiate Canadian pork through initiatives such as DNA traceability.
Finally, Maple Leaf is working aggressively with governments and the industry to reduce overall hog feed
costs in Canada, which have been negatively impacted by several factors, including significant farm

subsidies in the United States.

4. Atlantic Canada Reorganization

In late 2002, we completed a major overhaul of our Atlantic meat operations to position them for long-term
success and to reduce costs. We exited an unprofitable beef processing business, centralized primary
pork processing at our Berwick plant and refocused our Moncton facility solely on secondary processing.
Levels of productivity and returns in this facility have not been satisfactory to date. Completing these

initiatives impacted our bottom-line results in 2003 by about $9 million.

Response & Action Plan — During the course of 2003, we made additional changes to the structure of this
business unit in an effort to further reduce costs, provide additional support to restore appropriate
performance levels in problem areas, and better serve our customers. Continued progress was felt
throughout the year, although it was not entirely resolved by year end. We expect this operation to be

successful in 2004.

Maple Leaf Foods Inc.





