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basis when their average milk production per cow is only about 70 percent of what the average West Coast milk
producer receives in output per cow?

Herd size is also a factor, of course. In California, for example, 52 percent of the dairy herds have more than
100 cows. In Wisconsin, Minnesota, Iowa and Illinois, 7.5 percent of the dairy herds have more than 100 cows.

California milk production continues to increase, even though that state’s milk producers receive $1.30 a
hundredweight less than those in the Midwest for milk used in manufacturing cheese and butter.

Our competition is not the next cheese factory or dairy cooperative down the road. Today, were competing
with California, Washington state and New Mexico for markets based on the quality and price of finished products.

And, as this regional competition grows, the Midwest continues to see its dairy farmer numbers and milk
supply shrink, forcing dairy plants to compete for milk by over-paying premiums and under-charging services.

Yet, there are also some positive signs for the Midwestern dairy industry, as the supply-demand situation
continues to tighten and raise pay prices for milk. Cow numbers in Wisconsin dropped by 125,000 in calendar 1993,
while U.S. dairy product consumption rose by 2.5 percent on a milk equivalent basis. Government purchases of
surplus butter have been cut in half, partly due to a 52 percent drop in the price support for butter since 1987,
Butter is a competitive spread again. Calendar 1993's butter consumption jumped 10.6 percent.

As an industry, we have moved into an economy that is driven more by market forces than government
programs. The net cost of the price support program was $350 million in marketing year 1993, compared to
$2.5 billion in 1982. Milk prices have been moving upward since late 1993, Pay prices for calendar 1994 should
average higher than those of the past three years.

Yet, dairy cooperatives have not fully adjusted to the realities of government de-regulation within our industry
and have not fully tapped the potential we have in product research and development as well as product marketing.

Under these circumstances, the challenge to Wisconsin Dairies in the years ahead is to assemble,
manufacture and market milk, dairy products and dairy ingredients with the highest possible value at the
lowest possible cost.

We have established six strategic objectives to make that vision come true:

* Strengthen relationships with member-owners and suppliers

* Improve customer satisfaction

* Be a low-cost manufacturer

* Get the highest value from a hundred pounds of milk

* Expand markets for existing products; develop new products

» Expand every employee’s role in helping achieve our goals

To carry out these objectives, we need to tap the leverage of our financial strength, our close working relationships with customers, our
capabilities for processing by-products and the skills of our workforce.

This “road map” is not unusual. We've been working to achieve similar objectives throughout our 31-year history.

Yet, regional competition, global marketing opportunities, a tight supply-demand situation and government de-regulation give each objective
anew urgency.

That’s why we have been working with dairy cooperatives which have \
an approach to serving member-owners that is similar to our own. Our aim /é;.}uf;{:ﬂ {f . W
is to improve the profitability of our cooperatives and our members through Z,‘L"
alliances, partnerships and mergers that make sense for the Upper Midwest. Donald C. Storhoff s

It could be a new beginning — offering change, growth and opportunity President

— for the milk producers, consumers, employees and haulers who have a vital
stake in the Midwest dairy industry. 5%@4/ Awﬁ _

Change. Grow. Take the opportunity. We have done it before; let's Edward Brooks
do it again. Chairman of the Board
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nt of Purpose and Key Success Factors

WISCONSIN DAIRIES’
MISSION:

The mission of Wisconsin Dairies Cooperative
is to provide dairy farmers with a financially
sound organization that efficiently assembles,
processes and markets milk and related dairy
products to customers in a manner that gener-
ates fair and equitable returns for past, present
and future member-owners.

KEY SUCCESS FACTORS:

The key factors in successfully achieving

our mission include meeting the needs of our
member-owners, customers, employees, and
milk haulers while operating our multiple-
plant system efficiently, marketing products
effectively and maintaining our cooperative’s
financial integrity.

Regarding Our Member-Owners:
1. We will provide relevant, high quality services to

help each member-owner achieve the maximum
benefit from our member programs.

2. Our member programs will provide added pay-
ments for milk quality and composition that
reflect additional processing returns.

3. We will distribute patronage dividends and retire
allocated equities in an equitable manner that
is consistent with maintaining sound financial
strength.

Regarding Our Customers:
1. We will develop and maintain mutually beneficial
alliances with our customers to help meet their

current and future needs for products and
services while maximizing our returns.

2. We will strive to provide products that earn
premiums because they exceed our customers’
specifications for quality and performance.

3. We will develop new products and new applica-
tions for our existing products that meet the
needs of the marketplace.

Regarding Our Employees:

1. Every employee is an important member of
our company’s team and is to be treated with
courtesy and respect in an environment that
encourages the open exchange of ideas.

2. Through our communication and management
style, we will work to have all employees identify
with our company’s purpose and vision.

3. We will provide the training and guidance
employees require for becoming proficient at
their jobs, improving the quality of their work
and developing skills for future needs.

4. We will maintain an environment that encourages
our employees to work effectively together, using
their individual skills for the best of our cooperative.

5. We will administer employee compensation and
benefit programs in a fair and equitable manner.

Regarding Our Milk Haulers:

1. We will establish and maintain effective, two-way
communication with our contract milk haulers
in an effort to build strong member services
specialist-hauler-producer relationships.

9. We will strive to administer fair and consistent
hauling policies, procedures and rates.

3. We will work with our contract haulers to gain
efficiencies and share the resulting benefits as
we strive to maintain a significant presence in
each of our procurement areas.

Regarding Our Operations:

1. We will maintain and operate an efficient
multiple-plant system that will fully utilize milk
components to produce a mix of products which
will result in the highest overall returns.

2. Complete utilization of milk components
and purchased raw materials is a major factor
in maximizing returns to our member-
owners. Therefore, we will focus on product
accountability throughout our multiple-plant
system from assembly of raw materials through
the production process and delivery of finished
products.

3. We will use good manufacturing practices,
defined processing procedures and quality
assurance programs to manufacture safe

 products of the highest attainable quality.

4. We will continually adopt proven and
cost:- effective technology and processes that
make our production facilities environmentally
responsible and safe for all employees.

Regarding Our Marketing:
1. We will use our production and technical
knowledge to manufacture and market products

that meet the specifications required by our
customers.

2. We will continue to expand our diversified base
of financially secure domestic customers and
actively pursue a global market for our dairy
products.

3. We will actively seek to develop preferred
relationships with key customers.
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District 17
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Melvin Pittman
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District 4

*Charles Rippley
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District 18

AREA VI

*Herman Boettcher
Bloomer, WI
District 12

Richard Kees
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District 15

Junior Jacobsen
Alma Center, WI
District 19
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Jim Steiger
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Extra Payments for Qualitly,
Protein and Volume For the
Last Five Fiscal Years

(cents/cwt)
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Pounds of Cheese and Butter
Manufactured For the
Last Five Fiscal Years

(millions of pounds)
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Producer Milk Volume
For the Last Five Fiscal Years

(millions of pounds)
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Average Annual Somatic Cell Counts
On All Producer Milk
For the Last Five Fiscal Years

(thousands)
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Pounds of Cheese Manufactured

1994 1993 1992
American blocks 131,633,000 127,657,000 129,681,000
American barrels 43,066,000 45,127,000 43,498,000
Italian 104,523,000 84,534,000 60,940,000
Muenster 7,480,000 6,230,000 5,417,000
Totals 286,702,000 263,548,000 239,536,000
Pounds of Foremost and Wisconsin Dairies
Whey Products Manufactured in Fiscal 1994
1994
Wisconsin
Dairies Foremost Total %

Whey protein 36,741,000 5,358,000 42,099,000 239
Whey powder 24,289,000 34,918,000 59,207,000 33.6
Condensed

whey solids 3,569,000 0 3,569,000 2.0
Reduced mineral/ :

lactose products 26,421,000 26,421,000 15.0
Lactose products 27,666,000 27,666,000 15.8
Other whey products 3,482,000 13,678,000 17,160,000 9.7
Totals 68,081,000 108,041,000 176,122,000 100.0




. 100 EAST WISCONSIN AVENUE
Price Waterhouse “ sue1s0

MILWAUKEE, W1 53202

May 12, 1994

To the Board of Directors of
Wisconsin Dairies Cooperative

kin our oprnron the accompanymg balance sheets and the related

statements of operatrons, of members and patrons’ equ ties and of k
cash ﬂows present farrly, in all matenal respects the ﬁnancral posrtron . -

 of Wsconsm Darrres Cooperatrve at March 31, 11994 and 19 g 3 and' :
the results ofits operatrons and rts cash ﬂows fo""the years thr

" : ended in conformrty with generalfy accepted accountr g
. These frnancral statements are the responsrbmty of the
§ management our responsrbrhty is to express an

k' fi nancial statements based on our audrts We conducted o rfaudrts

. ,of these statements rn accordance wrth generally accepted audrtrng ;
| standards whrch requrre that we pian and perform the audrt to obtam : o

reasonable assurance about whether the ﬁnancral statements are o k

free of materral mrsstatement An audrt mcludes exammmg, on a o

test basis, evrdence supportmg the amounts and drsclosures in the

financial statements, assessmg the accountrng pnncrp!es usedand

significant estimates made by management, and evaluatrng the

overall financial statement presentation. We believe that our audits

provide a reasonable basis for the opinion expressed above.
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WISCONSIN DAIRIES COOPERATIVE

BALANCE SHEETS
At March 31, 1994 and 1993

1994 1993

Assets
Current Assets )

Cash and cash equivalents . ............ooiieiiiiiiiiiiiiiiiies 507,000 $ 4,105,000

Receivables, less allowance for doubtful accounts of $250,000 .............. 42,879,000 37,683,000

Inventories, principally dairy products ... 26,054,000 26,165,000

Prepaid EXPENSES . ... .vurvneennsn ettt 450,000 245,000
Total CUITENt ASSELS . oot eeeeeeeaee s tiiseaneranaassstaansesanennnnns £9,890,000 68,198,000
INVESHMIENES &+ ot it s sttt e ceeas e s saansasnecasnnsnscsssassasnannnns 16,581,000 16,526,000
Property, plant and equipment, net ......... ... 57,522,000 56,898,000
OHEE ASSEES & ot v oe ettt eeees e eaaan s st ssannaaaaenasas e tiaaanneas 2,108,000 2,067,000
TOtAl ASSEES v v v e e e et e en e e e $146,101,000 $143,689,000
Liabilities and Equities
Current Liabilities

Note Payable . ... ....cuneinernetee e $ 2,300,000 % -

Current portion of long-term obligations ... 621,000 348,000

Accounts payable . ..........iiiii e 41,937,000 39,452,000

ACCTUEA EXPENSES . . v e vvvetaeanssener s st e an et et enes 4,764,000 5,135,000

Patronage refund payable ............... oo 1,698,000 1,870,000
Total Current Liabilities .. ..ovvreiiee e 51,260,000 46,805,000
Long-Term Obligations ..........oouoiiiminniiiiii e 20,499,600 24,120,000
Members’ and Patrons’ Equities

Allocated @qQUItIES - . ... vueereeen et 57,370,000 56,425,000

SUIPIUS v vt e ettt e e e e e et e et 16,972,000 16,339,000
Total Members’ and Patrons’ EQUIties . ..........c.ovviinneiiiieninninnnns 74,342,000 72,764,000
Total Liabilities and EQUILIES .. ......ovreenernni e aees $146,101,000 $143,689,000

The accompanying notes are an integral part of the financial statements.




WISCONSIN DAIRIES COOPERATIVE

STATEMIENTS OF OPERATIONS
For the Years Ended March 31, 1994 and 1993

19%4 1993
Netproductsales ...........coouiiiiiiiiii it it $546,414,000 $533,104,000
Patronage refunds and otherincome ................... ..., 1,875,000 2,970,000
Total TEVENUES . ...t e, 548,289,000 536,074,000
Payments to patrons and other costs of productssold ....................... 520,241,000 508,022,000
Selling, general and administrative expenses .................ccviiievinnnn.. 10,340,000 10,229,000
Depreciation and amortization expense ...............c.ccveiiiiiiininnenn. 8,042,000 7,533,000
INterest eXpPenSe . ..o it e i et i e 1.539,000 1,594,000
540,162,000 527,378,000
Income beforeincometaxes ........ ... il 8,127,000 8,696,000
Provision for iNCOME taXes . ........c..uiiiiiiii ittt iiiineanneeennn. 673,000 552,000
NetINCOME ... i ittt ettt e, $ 7454000 $ 8,144,000
STATEMENTS OF MEMBERS' AND PATRONS EQUITIES
Allocated Equities
Balance at beginningofyear .......... ... ... . i i £56,425,000  $56,003,000
Add —
Netincome allocated ............ccoiiiiiiiiiiiiiiiiie .. 6,792,000 7,480,000
Deduct —
Retirements ........c.c.coiiii i e {3,948,000) (4,888,000)
Redemptionsof estates ..............ccoiiiiiiiiiii i, {201.000) (300,000)
Patronage refunds payableincash .................. ... . ... ...l (1.698,000) (1,870,000)
Balanceatendofyear ........ ..ottt e 57,370,000 56,425,000
Surplus
Unallocated
Balance at beginningofyear ............. ... ... ... il 14,914,000 14,250,000
Netincome allocated ... ... ... ..o ittt i, 662,000 664,000
Balanceatend ofyear ..........ccooiiiiiiii e 15,576,000 14,914,000
Allocated
Balance at beginningofyear .............. ... o i, 1,425,000 1,452,000
Retirements ....... ..ot e e {29,000} (27,000)
Balanceatendofyear ............coiiiiiiiiiii e ... 1,396,000 1,425,000
Total SUIPIUS ... . e 16,972,000 16,339,000
Total Members’ and Patrons’ Equities .................cccvviiiiineennnnn... $74,342,000 $72,764,000

The accompanying notes are an integral part of the financial statements.
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WISCONSIN DAIRIES COOPERATIVE

STATEMENTS OF CASH FLOWS
For the Years Ended March 31, 1994 and 1993

19%4 1993
Cash Flows From Operating Activities:
Cash received from CUSLOMENS ... ...ttt it aeainannns % 541,218,000 $ 527,815,000
Other INCOmME reCeIVEd ... oo it ittt e iiiiiae et 436,000 162,000
Cash provided by operating activities ......................ooinl, 541,644,000 527,977,000
Cash paid to producers, suppliers and employees .......................... (528,619,000} (517,224,000)
Interest Paid .. ........iuinin i {1.579,000} (1,468,000)
INCOME taXes PAId ... vuviee i {833,000} (616,000)
Cash disbursed for operating activities ..................coiiiiiiii {531,036,000) (519,308,000)
Net Cash Provided By Operating Activities .....................ccoiiiann 10,608,000 8,669,000
Cash Flows From investing Activities: F
Purchases of property, plant and equipment ................. ...l {8.613,000) (9,123,000)
Net assets acquired through purchase of cheese manufacturing business . ... ... - (3,633,000)
Proceeds from sales of property, plant and equipment ...................... 221,000 517,000
Patronage refunds received ........... ... 607,000 980,000
Equity redemptions and other reductions in investments .................... 675,000 1,109,000
Net Cash Used In Investing Activities . ......... ..., {7,110.900}  (10,150,000)
Cash Flows From Financing Activities:
Patronage refund paidtomembers .......... .. ... {1,870,000) (1,934,000)
Retirements of patron equities . ... {4.145,000) (5,188,000)
Retirements of allocated surplus . ......... ..ot {29,000} (27,000)
(Decrease) Increase in long-term obligations, net .......................... {3.348,000) 9,613,000
Increase in borrowings under line of credit agreements ..................... 2,300,000 -
Net Cash (Used In) Provided By Financing Activities ........................ {7,096,000) 2,464,000
Net (Decrease) Increase InCash ............cooiiiiiiiiiiiiiiiae, {3,598,000) 983,000
Cash Balance At Beginning Of Year ...............cooiiiiiiiiiiinn, 4,105,000 3,122,000
Cash Balance AtENd Of Year .........iiiiiiiiiienrnniiniiinnnnaennns g 507,600 $ 4,105,000

The accompanying notes are an integral part of the financial statements.




WISCONSIN DAIRIES COOPERATIVE

NOTES TO FINANCIAL STATEMENTS
March 31, 1994 and 1993

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Inventories are stated at the lower of cost or market.
Cost is determined by the first-in, first-out (FIFO)
method.

Investments in other cooperatives are stated at cost
or the declared value at date of issue plus allocated
equities less cash distributions received. The principal
investments at March 31, 1994 are $9,475,000 in
Land O’ Lakes, Inc. and $3,924,000 in Prairie Farms
Dairy, Inc.

Property, plant and equipment is stated at cost and
includes expenditures for land and improvements,
buildings, machinery and equipment and construction
in progress. When properties are retired or otherwise
disposed of in the normal course of business, the
related cost and accumulated depreciation are
removed from the respective accounts and any

gain or loss on disposition is recognized.

NOTE 2 — STATEMENTS OF CASH FLOWS
For the Years Ended March 31, 1994 and 1993

Generally, the Cooperative provides for depreciation
using the straight-line method based on lives
which approximate the useful lives of the assets.
Accelerated methods are generally used for income
tax depreciation purposes.

The Cooperative, under requirements of the Internal
Revenue Code, provides for federal income taxes

in the statements of operations based upon non-
patronage income and income attributable to
business with nonmembers. Effective April 1, 1993,
the Cooperative adopted Statement of Financial
Accounting Standard No. 109, “Accounting for
Income Taxes".

For purposes of the statements of cash flows,
the Cooperative considers all highly liquid debt
instruments purchased with an original maturity
of three months or less to be cash equivalents.

The reconciliation of net income to net cash provided by operating activities is as follows:

1954 1993
NEE IMCOMIE vt e et et et et enaeeaasaneaansesasanssenssonssnansnennnnns $ 7,454,000 % 8,144,000
Adjustments to reconcile net income to net cash provided from operating activities:
Depreciation and amortization ...............c.ciiiiiiiiiii 8,042,000 7,533,000
Patronage dividend inCOMe ...........oiiiiiiiiiiiiniiiiiii i {1,337.000) (2,591,000)
Gain on sales of property, plant and equipment ............. ... ..ol {112,008} (216,000)

Change in assets and liabilities, net of effects of purchase

of cheese manufacturing business:

Increase in receivables .....................
Decrease (Increase) in inventories ...........

..........................

..........................

(5,196,000} (5,289,000)
111,000 (3,839,000)

Increase in prepaid EXPENSES ..........iuiiiiiiieii i {205,000}  (104,000)
(Increase) Decrease in other assets, net .....................ooiiiinn {203,008} 1,896,000
Increase in accounts payable .......... ... i 2,485,000 2,500,000
(Decrease) Increase in accrued EXPeNSES ..........coneutiiiiiiiaiiiians {431,008} 635,000
Total adjUSEMENtS .. ...\ttt ettt 3,154,000 525,000

Net cash provided by operating activities ............

.......................... $10,608,000 $ 8,669,000

MNOTE 3 ~ MAJOR CUSTOMERS

Substantially all of the Cooperative’s revenues are
derived from sales to food industry companies in the
United States. The Cooperative had two customers
which individually accounted for 10% or more of
sales for the year ended March 31, 1994 and one
customer for the year ended March 31, 1993. At

March 31, 1994 two customers’ accounts receivable
balances represented 14% and 10% of total accounts
receivable. At March 31, 1993, these customers’
balances represented 13% and 9% of total accounts
receivable, respectively.




26

NOTE 4 ~ PROPERTY, PLANT AND EQUIPMIENT

Balances of the major classes of assets included in
property, plant and equipment and accumulated
depreciation are as follows:

At March 31, 1994 1993 .

- i ;
Land and improvements ......... ... $ 3,132,080 § 3,099,000 § ;
BUIIINGS  + .ot e e ettt 38,658,000 37,467,000 {
Machinery and equipment ... 84,377,000 77,338,000 i
Capitalized leases (NOt€ 6) ..........oiiuruiiniinren i, 1,871,000 1,871,000
CONStrUCHON N PIOZIESS ...ttt istie et e e r et eae s 1,269,000 1,383,000

129,307,000 121,158,000

Less - accumulated depreciation ..ot (71,785,000} (64,260,000)

$ 57,522,000 $ 56,898,000

NOTE 5 — NOTES PAYABLE AND LONG-TERM OBLIGATIONS

Long-term obligations consist of the following:

At March 31, 1994 1993
Note payable to St. Paul Bank for Cooperatives, due in monthly
installments of $250,000 beginning April 30, 1995. ..............ccoiiiinn.. $19.,000,000  $22,000,000
Pollution Control Revenue Bonds . ......coviiiiiiiian ittt cieaaanans 1,380,000 1,515,000
Capitalized lease obligations (Note 6) ................oiviiiiiiiiiiinne., 528,000 719,000
Other obligations ... .........ouiriuii i 212,000 234,000
21,120,000 24,468,000
Less - CUITENt POTLION . . ... uu ettt et e e et e e e e nenes {621,000} (348,000)
$20,49%,000  $24,120,000

The St. Paul Bank for Cooperatives (the “Bank”) has
extended the Cooperative a $45,000,000 credit
agreement consisting of $19,000,000 of long-term
loans and a $26,000,000 seasonal loan, which
expires March 31, 1995. Interest rates on the long-
term note payable are subject to periodic market
adjustments and currently range from 4.76% to
9.33% with an effective rate of 6.83% at March 31,
1994. Quarterly interest payments are required.
Loans under this arrangement are secured by a first
mortgage on certain real property and a first security
interest in machinery and equipment located on the
mortgaged property. The carrying value of mortgaged
and pledged assets approximates $14,979,000 at
March 31, 1994.

Besides the maintenance of certain financial cove-
nants, the agreement requires that the Cooperative
invest in stock of the Bank in such amounts as

may be required by the Bank. The Cooperative’s
investment at March 31, 1994 of $2,632,000 consists
of capital stock and allocated equities.

The Pollution Control Revenue bonds were issued
by the Town of Cady, Wisconsin on June 1, 1992 at

a 6.20% interest rate. Various sinking fund payments
are due annually commencing April 1, 1993 with
interest payable to bondholders on October 1 and
March 1 until maturity at April 1, 2000.

Future annual maturities of long-term obligations
outstanding at March 31, 1994 are as follows:

Fiscal Year

1995 i e e $ 621,000
1996 ...ttt 3,221,000
1997 o e et e e 3,180,000
1998 . it e 3,201,000
1999 ... e e 3,221,000
Lateryears ............. .. ...l 7,676,000

$21,120,000

The Cooperative also maintains a $10 million line of
credit agreement with a bank. Borrowings are due
upon demand. Interest on the line of credit varies
daily and was 4.5% at March 31, 1994. Borrowings
outstanding at March 31, 1994 under this line

of credit were $2,300,000. No amounts were
outstanding at March 31, 1993.




NOTE 6 — COMMITMENTS AND CONTINGENCIES

At March 31, 1994, the Cooperative has lease
commitments for certain machinery and equipment
which are based on usage. The minimum annual
rental commitments for these leases are insignificant.
Total rentals charged to income for all operating
leases approximated $1,577,000 and $1,340,000 in
1994 and 1993, respectively.

The Cooperative leases certain property and equipment
under agreements which are classified as capitalized
NOTE 7 — INCOME TAXES

The provision for income taxes consists of the follow-
ing for the years ended March 31, 1994 and 1993:

1594 1993
Current
Federal ............... $ 851,600 § 835,000
State .........c.00innn 33,000 21,000
Deferred ................ {211,000) (304,000)
% 673,000 $552,000

The provision for taxes reflects a combined federal
and state tax rate. The difference between the
effective tax rate for the years ended March 31, 1994

lease obligations (Note 5). Accordingly, the related
property and equipment and obligation are reflected
in the accompanying balance sheet.

There are claims pending against the Cooperative
arising in the normal course of business. Management
believes that final disposition of these claims will not
have a material adverse effect on the Cooperative’s
financial position or results of operations.

and 1993 of 8.3% and 6.3%, respectively, and the
statutory federal rate of 34% and state tax rate of
approximately 8% is primarily due to qualified
patronage allocations which are deductible for
federal tax purposes.

Deferred taxes are provided relating to methods used
for financial accounting which differ from those used
for tax accounting. These differences are comprised of
the following primary components at March 31, 1994
and 1993:

1594 1993
Prepaid income taxes — current ‘
Nondeductible reserves and accruals . .........ooviiiiieariiiia e §¢ 85000 $ 95,000
ONEE + v e e e e e e et et et e e e e e e e e e 11,800 12,000
% 140,000 $ 107000
Prepaid income taxes — noncurrent
Alternative minimum tax credit .. .. ....ooirii i % 852,000 $552,000
Accumulated depreciation .. ........ooiiiiiiiaii e {375,000} (382,000)
' $ 477,000 $ 170,000

NOTE 8 — PENSION PLANS

The Cooperative has noncontributory defined
benefit plans covering substantially all employees
not covered under union-sponsored plans. The
benefits are based on years of service and the
employee's compensation level.

As described in Note 1, the Cooperative adopted
FAS 109 as of April 1, 1993. The cumulative effect of
adopting FAS 109 was to record a net tax expense of
$89,000. This expense is included in the fiscal 1994
deferred tax expense.

Net pension expense for the years ended March 31,
1994 and 1993 includes the components listed in
the following table:
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ige4 1993

SEIVICE COSE + oo v vt ve e ecnnnneeeannaneesasaaanns
Interest cost on projected benefit obligation..........

Return on assets:

...........................

........................... $ 449,000 $ 427,000

283,000 826,000

P T IV A EEEEEEEE R {858,000} (1,824,000)
deferred (I0SS) BaIN .. cuuuerin e e e {176,000} 837,000
(1,034,000}  (987,000)
Amortization of net asset existing at April 1, 1985. . .........oiviiiiiniiinns {178,060} (178,000)
Amortization of Prior SEIVICe COSt ... ... .ovvuiiiiari e 52,000 52,000
Amortization of unrecognized Netgain ............ it {25,000} -
Net PENSION EXPENSE .o vvvreeeasanraeaiaaaaa s s s e aeaettttrtttteree et $ 147000 % 140,000

The funded status of the plans was as follows at March 31:

994 1993

Actuarial present value of:

Vested benefit obligation ....... ..ot $ (9,372,000} $ (8,363,000)

Accumulated benefit obligation ........ ...l {15,135.000) (8,980,000)

Projected benefit obligation . ........... ..o (12,348,000} (10,821,000)
Plan assets at fair value .. ......coueeiuiineemie e 15,968,000 16,581,000
Excess of assets over projected benefit obligation ..................oeiennnn 4,622,000 5,760,000
Unrecognized net asset existing at April 1, 1985 ...........oovvvninieennnens {1,185,000}  (1,333,000)
Unrecognized Prior SEIVICE COSE . ... uvuuuneeii et 486,000 537,000
Unrecognized Net gaIN ... ..vvvneeersaeina et et ateearenaaeee s (3,921,000}  (4,786,000)
Prepaid PEnSiON COSt. . v v vvn st a e ettt $ 32,000 $ 178,000

The projected benefit obligation was determined
using an assumed discount rate of 8.5% in 1994 and
1993 and an assumed long-term rate of compensation
increase of 5.5%. The assumed long-term rate of
return on plan assets is 8.0%. Plan assets consist
principally of common stocks and fixed income
investments. ;

Funding of the plans is consistent with federal
funding regulations. No contributions were made
to the plans for the years ended March 31, 1994
and March 31, 1993.

NOTE 9 — ACQUISITIONS

Effective October 1, 1992, the Cooperative acquired
selected assets and assumed certain liabilities of

a cheese manufacturing business in exchange for

a cash payment of $3,633,000 at closing. The
acquisition has been accounted for as a purchase.

The Cooperative also contributes to union-sponsored
pension plans. Pension costs for these plans in 1994
and 1993 were $882,000 and $863,000, respectively.

In addition to the defined benefit plans described
above, certain eligible employees are covered by
defined contribution plans which were established
during the year ended March 31, 1994. The cost of
these plans for the year was $78,000.

The effect of the acquisition on the Cooperative’s
balance sheet is not significant. The results of the
acquired business have been included in the
accompanying financial statements from the date
of acquisition.



Financial Overview

Net sales for fiscal year 1994 increased $13.3 million
over 1993 to $546.4 million. The increase was due
to a combination of higher prices and volume.
Cheese sales jumped over $40 million primarily due
to additional mozzarella and muenster, while butter
and powder products both decreased. Whey product
sales also increased significantly.

Net income for the year amounted to $7.5 million
compared to $8.1 million the prior year. The related
patronage dividend amounts to $6.8 million and will
be distributed during December, 1994. Consistent
with prior years, 25 percent will be paid in cash.

The remainder will be allocated to member equity
accounts.

During fiscal 1994, total cash returned to members
(including cash allocation, estate retirements,
retirement of equity earned by members 70 years
old or older, and the revolvement of a portion of
equity earned during 1981) amounted to $5.9 million
or 79 percent of net income. Fiscal 1993 cash
payments amounted to $7.1 million or 87 percent
of net income.

In addition to the cash returned to members,
Wisconsin Dairies invested $8.6 million to further
upgrade and modernize manufacturing facilities,
bringing the total amount invested during the
past five years to $49.5 million.

The funds used for upgrading and expanding
facilities and distributing cash payments to members
came from internal sources. Operating activities
generated over $10 million and the remainder came
from available cash balances.

Total assets at March 31, 1994 were $146.1 million,
up $2.4 million from 1993. Working capital was
$18.6 million at March 31, 1994, compared to
$21.4 million at March 31, 1993. The current ratios
for 1994 and 1993 were $1.36 to $1.00 and $1.46 to
$1.00, respectively.

Long-term obligations decreased by $3.6 million
during the year to $20.5 million and amounted to
approximately $.28 for each $1.00 of members’ and
patrons’ equities. The comparable ratio at March 31,
1993 was $.33 to $1.00. The portion of assets owned
and financed by members’ equity is 51 percent at
March 31, 1994, unchanged from the prior year.

During the past several years the dairy industry
has had to contend with volatile product prices, which
have contributed to unstable profit margins. To meet
these challenges, Wisconsin Dairies continues to
make significant investments in facilities so we
can effectively produce the high quality products
demanded by our customers — today and in
the future.

& I' * W
{ et ,

Duaine T. Kamenick
Vice President — Finance
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Total Assets at March 31
For the Last Five Fiscal Years

(millions of dollars)

180 —
150 —
120 —
90 — ;
60—

30 —

Total Revenues For the

Last Five Fiscal Years
(millions of dollars)

600 —

500 —

400 —

300 —

200 —

100 —

Net Income For the Percent of Net Sales Dollars
Last Five Fiscal Years by Product For Fiscal 1994

(millions of dollars)
0.2% 13.7%

150 —
125 — 0%
100 —
86
ar 71.6%
75 — 75
50 —
- Cheese
. Milk Powder Products
25 — o
‘2 Whey Products
1.5
i i Butter
0 — I g Liquid & Condensed
91 92 93 94 Milk Products
Number of Employees at March 31 Average Total Payments For Milk
For the Last Five Fiscal Years For the Last Five Fiscal Years
Includes Base Price and all
Premiums and Differentials
(dollars/cwt)
1020 —
16 —
954
902 900 932 946
850 —
15 —
680 —
14 —
673 674 703 71 698 13.77
510 — 13— 13.18
12.91
340 — 12.36
12—
170 —
n—
o —
91 93 94 10—
S0 93 94

Salaried a Hourly




Our Product Offering

LIQUID AND CONDENSED MILK PRODUCTS
Fluid milk

Cream and whey cream

Skim milk

Condensed skim

Condensed blends

Condensed buttermilk

MILK POWDER PRODUCTS
Whole milk powder

Nonfat dried milk

Buttermilk

Powder blends

BUTTER

Solid prints . []
Quarter-pound prints . ; ayton @ &—f_ ® Conrath
Whipped butter in tubs -

® Wilson @ Milan

Whipped butter in cups 5
Rothschild

AMERICAN CHEESE-
Stirred-curd cheddar (blocks)
Stirred-curd cheddar (barrels) sl | Ol
Milled cheddar (blocks) : 1N
Colby
Monterey Jack
Marbled Preston ®
ITALIAN CHEESE V ° Reedsbura® & araboo
Low-moisture, part-skim mozzarella Cresco .
Whole milk mozzarella .! Jaukon Rilhlang Sauk City
Reduced-fat mozzarella Center W beerfield
7 I 1

SPECIALTY CHEESE @ Lancaster
Hispanic style 5
Brick

Muenster

Farmers

Reduced-fat Colby
Reduced-fat Monterey Jack

WHEY PRODULCTS

Sweet whole whey

Condensed whey

Reduced-lactose whey
Reduced-minerals whey

Feed whey

Condensed whey protein concentrate
Whey protein concentrate
Hydrolyzed whey protein concentrate
Reduced-minerals whey protein concentrate
Modified whey solids

Edible lactose

Edible refined lactose
Pharmaceutical-grade lactose

Custom blends

Bakery blends

Dairy blends

Dairy product solids

| |
Genoa City.
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