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St. Albans Cooperative Creamery, Inc.

2014 Statistics

405 Dairy Farmer Members

Members in VT, NY, NH

1.302 billion Ibs. of milk

85 Employees

$462 Million in Sales

Founded in 1919

100% rbST free

- We have three primary

operating segments
Plant / Milk Operations
Retail Store

o

o

o

o

o

o

o

Hauling (McDermotts)




Why are Milk Markets Volatile???

1. Basic Commodlty
Economics

2. Milk is Perishable




Monthly NASS Product Prices January 2006 - September 2015
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Butterfat, Protein, and Other Solids
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Class Il vs. Class IV Milk Price

January 2006 - September 2015
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FMMO 1 Utilization by Class
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St. Albans Co-op Farm Milk Delivery Locations

1)

2)

Notes:

CROPP Organic Milk delivers to ﬁ.‘%’
Stonyfield Farm & Guida’s Dairy g
Horizon Organic Milk delivers to
Stueben Foods
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Milk into St. Albans Plant

83,840,183

614,156,799

2012

2013

544,410,731*

2014

632,680,213

655,000,000

Projected 2015
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Year-to-Date Milk Production Growth Rate
January - September 2014 & 2015

1.6%

11.2%

8.4%

3.6%

Percentage Change

I Decline in Milk Production

[ Jo%to1.4%

[ ]14%to25% . .
[ Greater than 2.5% Year-to-Date U.S. Milk Production

Based on USDA's Milk Production Report ﬂt 157-2 Bil- LhS- (+ 1-4%)
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U.S. AllI-Milk Price, 2015, Actual & Forecast

Based on CME Group
futures settlement
prices, October 20, 2015 $19.93 $19.94

$19.66

$19.1 9.14
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—o- 2015 forecast
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U.S. Pricing Structure Considerations

$25 NZ MILK PRICE = e===US ALL-MILK PRICE == ==FU RAW MILK PRICE
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$9

New Zealand Price Reflect Marketing Year Prices. New Zealand and EU Milk Prices
Adjusted Using Historical Exchange Rates and U.S. Milk Solids and Fat Content
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MPP-Dairy Farmer Margin
10-Year Average Level

$18 e PP MARGIN === MPP 10-YEAR AVERAGE

$16 MPP-DAIRY MARGIN
Only 6% Lower Than 10-Year

$14  Average; Margins Improving

$12

; $10

$/cwt
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$2
$0

2009 2010 2011 2012 2013 2014 2015

Source: USDA NASS Agricultural Prices




Total Milk Solids, % of U.S. Production
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U.S. Dairy Trade Balance
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CWT Exports Make a Difference

Producer Price Impact $/cwt.
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Total Producer Income Impact since 2004
$5.3 Billion



U.S. FTAs: Historically Positive

$252 $1,586

$220 $410

$67 $183

$6 $171




United St:

Trans-Pacific Partnership (TPP)

DAIRY PRODUCTS

The Trans-Pacific Partnership {TPP) will provide significant new markel opporlunities for LS. exporlers, promoling
economic growlh in 11 couniries across the Asia-Pacilic region and expanding demand lor LS. food and
agricultural products among nearly 500 million consumers outside the United States.

CANADA
Tariffs eliminaled for whey and
expanded access lhrough duly-iree -

JAPAN

Tarills eliminaled on cheese in 16 years

and whey in 2] years. Quolas crealed
for whevy, butter, milk powder,
' evoporated and co sed milk.

Buller. milk powders. and other products.
__"
LIMITED STATES

UEF
Tariffs for Malaysia, Vieinom, and Japan

eliminated within 20 years. For Australia and -
MNew Zealand, laiiffs on milk powder and

tariff-rate quelas for cheese, fluid milk.

VIETNAM
Taxiffs, currenlly as high as 20%.
eliminated within 5 years. nen-fal dry milk eliminated in 20-
7 g Tariff-rale quota access for other dairy preducts
= o for Australio, New Zealand, and Conada. L

N

years.

13

MEXICO
LIS, exporls already

o duly-free under NAFTA.

BRUNEI

All larills eliminaled immedialely.

-

FERU
Tariffs eliminated by 2025 under "'hb
exisfing trode agreement. d

*,

MEW ZEALAMD
SINGARORE All tariffs eliminated immediately.

LS. exporls already
duty-free under existing

CHILE
AUSTRALIA LS. exporls already

LIS exporls already duty-free under exisling

trade agreement.

duty-free under existing irade agreement.

trade agreement

U.S. Dairy Exports, 2014

Total =ST.1bilon

TPP Region

836 billien | Rest of World
$3.5 killion

Sorra USEA - FASGATS

The TPP strengthens trade rules
and provides new market access
for U.S. agricultural exports to
Japan, Malaysia, Vietnam,
MNew Zealand, and Brunei.

Top Milk-Producing States
California
Wisconsin
Mew York
Idaho
Pennsylvania
Texas
Minnesota
Michigan
MNew Mexico
Washingion

DOOuD0s LN

Sourre: UGDA - MASS.
AN Carma o Agnouduna



Impacts on Dairy Farmers

+ Business

> Viability

> [Investments

> Growth

- Erosion of equity |

- Maximize productlon/add technology

- Tax benefits

- Explore Risk Management




Impacts on Dairy Farmers

Relationships

Vendors
Lenders
Cooperative




Impacts on Dairy Farmers

rFamily
- Mental Health
- Adjust living
Health Insurance
> Generational transfer




Impacts on Dairy Farmers

Alternative

Business Models

Farm diversification
Niche Marketing
Organic

On Farm processing
Cease milk production




Risk Management Options

+» Margin Protection Program
(MPP)
- Catastrophic insurance

+ Livestock Gross Margin
Program
> Insures margin

+ Forward Contracting
- Lock In milk price and/or feed prices




Risk Management Key Points
If you want to gamble go to

Vegas N
| - RSV
Necessary information Ty

Cost of production

Discussions with bankers

Feed price should be locked In
Goal of risk management is not

to beat market but rather
minimize margin fluctuations




Cooperative Services

+ Co-op Farm Store
> Direct ship, competitive pricing, dividend
+ Grain Program
+ Seed & Fertilizer Program
+ Outside Vendor Program -
} Growing Laboratory Services St
+ Group Health Insurance | '
+ Forward Contracting Opportunities
Price forecasting




Conclusions

Volatility should be expected in commodity
markets

Volatility significantly impacts farm
business and families

Risk Management opportunities are
avallable
Need to look at business model

Do risk management tools make sense

Build strong equity position to weather
olatility
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