27 February 2015

Dear Supplier / Shareholders
RE: MG CONFIRMS $6.00 PER KILOGRAM MILK SOLIDS FARMGATE MILK PRICE AND
RELEASES HALF YEAR RESULTS
I am writing to update you on Murray Goulburn Co-operative Co. Limited’s (MG) half year
results for financial year 2014/15, which have been approved by the MG Board.
Key points






MG confirms full year forecast milk price of $6.00 per kilogram milk solids
Half year sales revenue of $1.3 billion (down 1% from previous corresponding period)
Half year net profit after tax (NPAT) of $12.9 million
Full year NPAT guidance of $20 million - $30 million, broadly in line with last year
MG raw milk collections up 6.8% from the first half of 2013/14 and growing ahead of
national milk pool

MG confirms $6.00 per kilogram milk solids farmgate price forecast
Today we announced a solid first half 2014/15 result and confirmed a full year forecast
farmgate price of $6.00 per kilogram milk solids.
A final price of $6.00 per kilogram milk solids will be the third highest MG farmgate price on
record and will be delivered despite a significant decline in global dairy commodity prices
since 1 July 2014.
Key dairy ingredients prices globally have fallen significantly in the past six months, dragging
down farmgate prices in dairy exporting countries by up to 40 percent. In contrast, our
forecast farmgate price of $6.00 per kilogram milk solids is 12 percent lower than the
2013/14 record closing price of $6.81.
This price is evidence of the success of our strategy to invest in order to increase our
diversification across domestic and export markets and product flexibility across retail, food
service and ingredients, enabling us to maximise milk price in a variety of market conditions.
In the six months to 31 December 2014, we mitigated the impact of global price movements
with cost reductions and product mix optimisation. These efforts have had a positive impact
on the half year result and support our ability to deliver a farmgate milk price of $6.00 per
kilogram milk solids. A key focus for MG is to provide consistently stronger farmgate prices
and a reduction in business volatility for our dairy farmers.
The moderating Australian dollar, while positive, occurred too late in the December half to
materially impact the half year results. We welcome the emerging benefit that a lower
currency will provide our export business, particularly in the value added dairy foods segment
through the balance of the year and into next year.
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Sales revenue steady despite a steep drop in international dairy commodity prices
Sales revenue was $1.3 billion for the first half, down one percent compared to the previous
corresponding period. This was a particularly pleasing result given the decline in prices
received for key international dairy commodities.
International sales have benefited from our strategic shift towards higher value finished
goods such as nutritionals and the continued growth in international dairy foods. Domestic
sales increased materially compared to the prior corresponding period as a result of
initiatives such as our entry into the daily chilled milk market via the ten-year agreement to
supply Coles supermarkets private label milk in Victoria and New South Wales as well
growth in the Devondale range of dairy foods products.
Full year forecast NPAT broadly in line with last year
We reported half year net profit after tax of $12.9 million compared to $61 million in the
previous corresponding period. The two periods are not directly comparable due to higher
input milk price paid at the beginning of the financial year, providing a significant cash flow
benefit to our dairy farmers.
We also announced we are on track to deliver a full year net profit after tax of between $20
million - $30 million, broadly in line with last year’s result, based on the forecast $6.00 per
kilogram milk solids farmgate price.
Growing milk pool
We received just over 2 billion litres of milk in the six months to 31 December 2014. This
was a 6.8 percent increase on the prior corresponding period. Our milk intake continues to
grow at a faster rate than the Australian milk pool which according to Dairy Australia, grew by
2.6 percent during the six months to 31 December 2014.
This increase in our milk pool is an encouraging sign for our co-operative. Farmers are not
only joining us but are also growing organically through new investment on-farm in the
confidence of higher milk prices that we have been delivering on. This will enable us to
continue to optimise our cost base and deliver efficiencies across the production portfolio
ultimately leading to higher farm gate returns.
Balance sheet
Our net debt as at 31 December 2014 was $740 million, compared to $552 million at 31
December 2013. This increase was due to a number of factors, including growth in milk
intake and normal seasonal inventory increases during the first half. As in prior years,
inventories will be sold down during the second half – a lower production period. A
component of the increase is related to our ongoing investment program including
manufacturing upgrades and the construction of our new consumer cheese plant at Cobram.
Outlook
We remain confident of the long term underlying growth in demand for dairy foods,
particularly in Asia, where there is a net reliability on imports to satisfy rising consumer
demand for dairy foods. The lower Australian dollar, expected lower production in some key
competing countries and signs of recovery in global ingredients prices are all positive signs
for the coming period.
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I look forward to seeing many of you at the forthcoming supplier meetings in mid-March,
particularly as we progress through the final considerations for the proposed capital structure.
Yours sincerely

Gary Helou
Managing Director
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