


Field Notes:
“What our owners are telling us

about agriculture’s future”

Carl Casale
President & CEO


Presenter
Presentation Notes
Thank you for opportunity to be here today and share the perspective of CHS and – more importantly – its owners and other key stakeholders on what the future holds for agriculture.  I want to start by sharing this very quick video look at the diverse operations of our company.




Presenter
Presentation Notes
Video overview will start on its own.  It is 90 seconds.


A bit about CHS

= CHS is the nation’s leading
producer-owned
cooperative providing
essential energy, grains
and foods resources to
businesses and consumers
around the world. We:

e Serve producers and
consumers throughout
the United States

e Supply grain and other
products to customers in
65 countries

 Have more than 10,000
employees worldwide


Presenter
Presentation Notes
Here’s a quick overview of our business.
CHS is the nation’s leading producer-owned cooperative providing essential energy, grains and foods resources to businesses and consumers around the world. We:
Serve producers and consumers throughout�the United States
Supply grain and other products to customers in 65 countries
Have more than 10,000 employees worldwide
We’re also number 69 on the 2013 Fortune 500 listing


Ownership

75,000 individual
producers (through
company-ewned
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\oting equity
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ab outss00;000 (CHISERIoN
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Because we’re a cooperative, we’re organized a bit differently.  We have three types of owners.  They include about 75,000 individual farmers and ranchers who own shares by selling us grain directly or being customer-owners of one of our more than five dozen CHS Country Operations locally governed retail businesses.  We are also owned by about 1,100 local cooperatives who represent an estimated 300,000 more producers.

And while we’re not a traditional investor-owned cooperative, we do have a fixed rate preferred stock that is available to the public on the NASDAQ stock exchange.  Owners get quarterly dividends, but don’t have voting rights.

CHS Membership qualifications 
Be a producer (“individual member”) or a producer association (i.e. local cooperatives)
Producers include:
Family farm entities engaged in production agricultural. 
Landlords who receive at least part of their rent in crops
The CHS Board may establish a minimum amount of business to be done in a year to qualify for membership.  
CHS minimum is $250,000 for co-op members and $1.00 for individual members            




Structure

Member-owners

Co-ops/Individuals 1' Preferred stockholders

(non-voting)

(voting)
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° Energy (refining, distribution,
refined fuels, propane, lubricants,
renewable fuels)

» Grain Marketing
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 Processing and Food
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Ventura McPherson,
Foods Kansas
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>0% 79.2%

e Country Operations
» CHS Nutrition

» CHS Sunflower

» Ag States Group

* CHS Hedging Inc.

s CHS Capital
 Transportation

Ardent Mills CHS/Local
Partnerships

12%*
vary

*Pending regulatory approval
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This shows a little bit more about our structure. Because we’re a co-op, we know our owners are at the top of the organization chart.

CHS has a number of wholly owned businesses, but in order to achieve our goals in key areas, we’ve partnered with other entities.  I’ll be talking in more detail about several of these, but briefly they include:

Ventura Foods – a vegetable oil-based food company
A refinery at McPherson, Kansas (we are in the process of becoming sole owner by 2015)
Temco – Grain terminals in Tacoma and Kalama, Wash., and Portland, Oregon.

CHS/Local partnerships – these range from our fully-integrated country operations locations to LLCs to other ventures with member cooperatives
Ardent Mills – pending venture between CHS, Cargill, ConAgra Foods  Will fold CHS current 24 percent ownership into new company at 12%


2
CHS System Locations

Each dot represents a CHS location, member company or business affiliation


Presenter
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This map shows the extent of our operations.  The blue dots represent member cooperatives and other customers as well as our domestic business operations.
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Presentation Notes
This slide and the next one might look like flight maps, but they are really a visual depiction of a very big lesson I’ve learned in my 2 ½ years as CEO of CHS.  That’s the importance of communication to all of our key stakeholders.  Since coming on board in January 2011, a significant amount of my time has been spent connecting with our owners, employees and customers all over the world and, most important, here in the U.S.




Listening to Our Owners, Customers & Employees



Presenter
Presentation Notes
So here’s the full look at my last 30 months of communication travels.  It looks like the flight maps in the back of the Delta magazine.  Please do not share this with my wife.




Presenter
Presentation Notes
Travels provided me and our leadership team with some valuable insights that are shaping our strategic approach to the future with one goal in mind: Helping our owners grow.

But rather than hearing what they have to say from me, I want to let our stakeholders speak for themselves on five important areas – starting with Investing in the Future

(Go to next slide; video should start on its own)





Presenter
Presentation Notes
Investing in Future video will start on its own. It is about 40 seconds


In just over two years we have:

= Spent or committed to $4 billion in
expansion and growth of our core
businesses

= Made three dozen significant
announcements

= Returned more than $1 billion to
our owners

= Grown to 10,000 employees in two
dozen countries

= Strengthened alignment with our
owners


Presenter
Presentation Notes
So you’ve heard that it’s important to our owners that we invest in the future.  And we’re responding.  Over the past two-plus year’s we’ve:

Spent or committed to $4 billion in expansion and growth of our core businesses
Made three dozen significant announcements
Returned more than $1 billion to our owners
Grown to 10,000 employees in two dozen countries
Strengthened alignment with our owners



acquisition

expansions
new Projeets

Record investments to help our owners grow

= Energy platform

= Domestic and global grain
= Crop nutrients

» Value-added processing


Presenter
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Those investments have included major acquisitions, expansions and other investments in virtually every one of our core business areas. 




Presenter
Presentation Notes
This graph illustrates our CHS strategic direction or what we refer to as our aspirations.  As you can see, producers are at the heart of what we do.  The next ring depicts what we want to deliver for our owners.  The outer ring outlines how we’ll accomplish that.  The investments we’ve made in our energy, global commodities and food ingredients platform help drive that value and dependablity our owners are asking for.

You’ll see that there’s a fourth component circled called Leveraging Enterprise Value. We believe this is a very important component for maximizing the value of this diverse cooperative system and truly helping our owners grow.’



What do we mean by “enterprise?”

= Collaboration among multiple business units that
deliberately align with CHS strategic priorities

» Maximized efficiency and value to CHS
= VValue for producer and cooperative owners

» Maximized value of assets — people, knowledge,
facilities

= A coordinated view of marketplace


Presenter
Presentation Notes
Done some of this informally – low hanging fruit. Train example…  Schwan’s.   

It’s about collaboration within CHS where it makes sense and is efficient. It’s about finding new and unique opportunities for our business units to work together when there are opportunities to gain new value for our owners. . 

.


Owner alignment

Fully Partially
aligned aligned

Transactional
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Presentation Notes
When we think about “enterprise” broadly, it also includes our ongoing efforts to build a stronger overall cooperative enterprise by continuing to give our CHS owners a choice in how they want to do business with us.  This includes, of course, strictly maintaining a transactional buy/sell relationship and receiving the benefits of patronage, equity and voting rights. And, on the other end, it includes fully aligning with the total CHS enterprise by voting to become a Country Operations unit.  You’ll hear an update on Country operations shortly.

And, increasingly, it includes specific relationships beyond the buy-sell realm.  In some cases, that means specific supply and branding agreements with multiple CHS business operations. In others, it means jointly building assets.  In recent months, we’ve announced partnership plans with a Kansas cooperative and another with a Nebraska cooperative to construct grain shuttle loaders. In the case of the Nebraska cooperative, it was our first project involving the contribution by the local of a portion of previously earned CHS equity as part of the capital needed for the project.



Our owners want:
Access to
technology



Presenter
Presentation Notes
Our owners are also telling us they want access (and expertise) in adapting to technology that helps them succeed.  Let’s listen to what they have to say.






Presenter
Presentation Notes
Technology video will start on its own. 70 seconds


CHS YieldPoint

» Trusted advisors and prime data

= Prescriptions based on local
Insights and sound agronomy

= Seed selection expertise, including
regional hybrid/variety results

= Access to pooled information for a
larger, more accurate database

» |ndustry-leading local data on new
products through YieldPoint field
trials

= Ability to manage risk with more
accurate information

» |n-depth reports on farm, field or
operational failures and successes


Presenter
Presentation Notes
A year ago we introduced a program – YieldPoint – through our CHS retail locations that gets to the heart of those needs. It combines technology tools with highly trained professional advisors.

It includes:
Record Keeping and Farm Planning
Soil Sampling and Analysis
Mapping and Prescription Writing
Variable Rate Application



>
Technology for managing risk


Presenter
Presentation Notes
Technology, of course, means more than agronomics. It also means providing tools to gain information and manage risk.  Through our CHS Hedging subsidiary, we’ve been providing producers, cooperatives and other customers with numerous points of access to gain market insights and manage risk. 


®
Technology for efficient fuel delivery

= Automated fuel delivery system

= Combines technology-driven monitoring, routing,
billing

= Strong economics for dealers; dependable supply
for customers


Presenter
Presentation Notes
Earlier, I said we are not a research company.  I would like to note one exception.  15 years ago, CHS pioneered an automatic fuel delivery system that has enabled our fuel retailers to improve their efficiency and economics and provided dependable, hassle-free supplies of propane and refined fuels for the end user.  This involves monitors on fuel tanks that continually report their inventories allowing the efficient scheduling and routing of deliveries. 


Support for

next
generations
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Our owners are also telling us they want to stay connected to the upcoming generations of producers – the 20- and 30-somethings – by ensuring they have the tools and the support they want that will help them grow their farming businesses.






Presenter
Presentation Notes
Young Producer video. Will start on its own. 20 seconds.


New Leader Forum -

= Specially selected group of
top young producers

= EXplore issues facing
cooperatives, agriculture,
rural America

= |eadership development

= Many go on to serve as
cooperative directors



Presenter
Presentation Notes
In conjunction with the CHS Annual Meeting, a specially selected group of top young producers participates in the CHS New Leaders Forum. Over the course of three intensive days, participants examine in-depth issues and challenges facing cooperatives, agriculture and rural America; as well as learn ways they can build their leadership skills to benefit their cooperatives and communities. Sessions feature top-notch, professional speakers and agribusiness experts.��Selection criteria: Cooperative managers submit nominations based on agreement of the emerging leaders (and spouses) to attend the complete New Leaders Forum; suggested age range is 25-45 years old. �


CHS Center for Cooperative Growth



Our owners want:
People they can
count on






Presenter
Presentation Notes
People video. Will start automatically. 35 seconds.


®
Investing in Leaders

= CHS University
= CHS Agro University

= Geneva University
Master of Grain
Trading


Presenter
Presentation Notes
For more than five years, we’ve conducted our CHS University program that takes the top promising management team members within the CHS University program.  Our South America operations and established their own version of this program that includes finance, strategic planning and execution components.

We also support a Master’s degree program in international trade at the major university in Geneva.  This has been a source of development for our employees and a source of employees for CHS Europe operations.  


Homegrown talent

= More than 100 interns In
summer 2013

= 50 CHS locations
across the U.S.

= Two- and four-year
students

= Two-thirds In
agronomy

= Other areas include
accounting,
merchandising, rail
logistics, credit,
terminal operations,
energy, EHS, hedging


Presenter
Presentation Notes
Here’s a look at the opportunities we have within CHS for summer internships.  Placing a lot of emphasis on this today and into the future.


®
Spreading the word

= Visited 22 colleges and universities and five leadership events to
recruit interns and trainees

= An active supporter of FFA, 4-H, Agriculture Future of America, rural
leadership programs and other organizations

= 75 ag students received $1,000 CHS Foundation scholarships in 2013


Presenter
Presentation Notes
CHS is welcoming more than 139 interns for the summer of 2013. 

Take a moment to welcome them.



Get ‘em while they’re young

= Agriculture Career Pathway Program
* Phase One

= Two-year program combining educational
support and hands-on learning experiences.

= A summer job with one of three CHS retail units
= A $4,000 scholarship

= Participation in the CHS New Leaders Forum

» [nternship

= Eligibility to apply for CHS Foundation
scholarship

 Phase Two

= Upon successful completion of phase one, the
student may be offered a full-time position

= Additional $4,000 tuition assistance


Presenter
Presentation Notes
The Agriculture Career Pathway Program is designed for students in a two-year agriculture program to provide educational support and hands-on learning experiences, with a goal of channeling promising candidates into careers with CHS retail locations

The multi-year program began in 2013. 
 
One of agriculture’s biggest challenges is making sure we have qualified professionals in rural communities who can help our owners grow in the years to come.  

Phase one includes:
A summer job with United Plains Ag, SunPrairie Grain or Southwest Grain
A $4,000 scholarship 
Participation in the CHS New Leaders Forum 
An internship with United Plains Ag 
Students may also apply for the CHS High School Scholarship for an additional $1,000 towards tuition in Phase I.
 
Phase two:
Upon successful completion of phase one, the student may be offered a full-time position from one of the cooperatives in phase two. 
The second phase also includes tuition assistance of $4,000.
 



»

Cultivating future local leaders
= CHS Country Operations Trainee Program
« Career path development

= Ag Associate program
e Hands-on experience in key businesses

32 © 2010 CHS Inc.


Presenter
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The CHS Country Operations Trainee Program is designed to cultivate future leaders within CHS Country Operations. The program provides trainees with experience in a variety of business operations, including, administration/accounting, agronomy, energy, feed and grain. Each trainee will spend time at a CHS Country Operations location, as well as at the CHS corporate office. 
 
1. Identify and select individuals who have the desire and ambition to develop their skills as part of CHS. 
2. Provide an on-site review and written accountability system for the trainee to ensure a well-defined and monitored training program is administered. 
3. Provide opportunities for the trainee to assess career opportunities within Country Operations that will best fit his/her skills, abilities and desired career path. 
4. Provide a comprehensive cooperative training program that teaches the trainee the principles and philosophy of cooperative business.
  
Another would be the Ag Associate Program
This 18-month training program provides hands-on experience in grain marketing through our Grain Marketing area; risk management and hedging through Country Hedging; and
energy, agronomy, animal nutrition and grain operations and merchandising through our company-owned outlying locations, known as Country Operations.



C )
\

CHS Future 40 Program

New development program for emerging leaders

CHS partnering with University of Minnesota Carlson
School of Management

Experiential learning, case studies, leadership
development, international experience

CHS is committed to helping develop human capital


Presenter
Presentation Notes
You are first to preview this new leadership development program.
The exclusive Future 40 Cooperative Leadership program from CHS and the University of Minnesota’s highly ranked Carlson School of Management provides focused training, leadership and networking experiences to top talent individuals employed by cooperatives and CHS.
Similar in some respects to a mini-MBA, this leadership program is reserved for 30-40 emerging managers in the cooperative system.
It will be an invigorating program of experiential learning, case studies and cooperative modules that will culminate in a captone session in July 2013, and a highly recommended South American international experience in January 2014.
Participants in the program will feel proud to be recognized for their future potential, confident in their abilities to provide value to the future of their organizations and the larger co-op system, and more connected to a peer network they can trust and depend on.
We invite you to nominate candidates for the inaugural class, which will meet in Minneapolis in January 2013. We have program invitation materials for you here and look forward to your co-op’s participation.


Our owners want:
To share In CHS
SUCCEeSS






Presenter
Presentation Notes
Return on investment video. Will start automatically. 35 seconds.


»

Creating Value for Owners — Cash Returns
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$3.1 billion!


Presenter
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As a cooperative, our success is our owners success.  Here’s a look at the cash we’ve returned in the last 14 years.  In February, we began sending back an estimated $600 million to our member co-ops and producers as cash patronage and equity redemptions – that’s a record!

Earnings also important because they provide us with the resources we need to invest in the future to keep our owners successful.




»

Record 2013 Distributions

& in millions/estimated based on FY2012 earnings

Cash Patronage

Equity Redemptions — Cooperatives
Equity Redemptions — Individuals
Dividends on Preferred Stock

$ 379
166

30
25

$ 600


Presenter
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Again, this means the total cash returned to our owners in fiscal 2013 will be an record $600 million – clearly demonstrating the economic value of business done with your cooperative. If of interest, here is state-by-state 2013 cash returns:
 State/number of individuals and co-ops receiving checks/Total cash patronage  and equity redemptions 
Alabama 11 $306,000
Alaska 26 $15,000
Arizona 226 $74,700
Arkansas 63 $5.6 million
California 457 $251,600
Colorado 4,236 $14 million
Connecticut 7 $3,200
Delaware 1 $160
Florida 98 $54,900
Georgia 25 $14,600
Hawaii 6 $2,700
Idaho 2,612 $9.2 million
Illinois 1,254 $4.2 million
Indiana 157 $3.8 million
Iowa 2,255 $49.3 million
Kansas 2,091 $38.6 million
Kentucky 47 $533,000
Louisiana 23 $121,000
Maine 5 $687
Maryland  48 $9,140
Massachusetts 8 $3,572
Michigan 2,950 $1.6 million
Minnesota 24,559 $116.3 million
Mississippi 46 $755,000
Missouri 144 $5.3 million
Montana 10,213 $26.2 million
Nebraska 5,333 $42.4 million
Nevada 65 $21,000
New Hampshire 12 $2,500
New Jersey 5 $1,000
New Mexico 55 $23,500
New York 12 $9,000
North Carolina 45 $7,100
North Dakota 17,594 $103.3 million
Ohio 57 $2.4 million
Oklahoma 730 $7.6 million
Oregon 431 $8.8 million
Pennsylvania 30 $7,000
Rhode Island 2 $250
South Carolina 16 $4,800
South Dakota 14,622 $48.1 million
Tennessee 47 $901,000
Texas 1,113 $5.1 million
Utah 26 $267,000
Virginia 39 $40,600
Washington 3,442 $14.7 million
West Virginia 1 $700
Wisconsin 786 $59.1 million
Wyoming 224 $3.5 million





The ultimate goal -- relevance

Maintaining financial strength amid
ongoing uncertainty that:

* Allows us to provide our owners
with products, services and

relationships that add value every
day

* Invest in current and expanded
businesses

e Deliver an economic return to our
owners


Presenter
Presentation Notes
I’ve just shared with you a tremendous number of recent investments and announcements.  When you step away from the detail, they have one thing in common.  Relevance.  Our goals is always to operate in a manner that sustains your company for the long-term and allows us to meet the three commitments that will keep CHS relevant for you and help you grow.  That is our goal as directors  as we provide the governance, oversight and policy direction in support of the CHS vision, mission and strategic direction.



Thank You!

Questions?

© 2013 CHS Inc.


Presenter
Presentation Notes
Thank you for the opportunity to share the CHS story.  I’d now welcome any questions you may have.
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