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to serve our producers

It has been an ongoing reality that Ag Valley adl a® other area agri-business h-q“{“'h J
have been working off inventory values that begaddteriorate between the time of

purchase and time of application. We have redocegear-end financial earnings to reflect current
values and have made minor changes in operatidimit@arnings deterioration. Ag Valley’s plan is

in place and we will do well the balance of theryg@viding goods and services for member/customers
while protecting assets and ownership of our member

We find that more than local agri-mesises have been affected as we received noticeutha
regional cooperative is planning to pass their tosgventories back to their member cooperatives
when they go through their year end process. AteYavill not be greatly affected by the loss pakse
back by the regional but it does reflect that efhil agri-business was affected by fertilizer deation.

The remedy will be a requirement for a risk managetnplan to be in place to protect purchases made
6 to 9 months in advance of the planting seasdrerdis difficulty in finding the mechanism thatlwi
provide quality risk management similar to the Bbaf Trade for commodities. Fertilizers are traded
but in very small quantities so they don'’t creatkat value. We need a workable risk management
plan that would work well for retailer and produteiprotect fertilizer values. We recognize thatnm
producers got caught in the devaluation procesgyalith agri-businesses.

We continue to see a similar risk ptitd in the petroleum arena. We see crude futomege
up or try to move up on every piece of positivafinial information that hits the media stream.
Agriculture productions large use of petroleum icid is at risk of increased cost created by estiti
that have no interest in owning product but wardépture profit at the expense of end users.

The only positive for higher petrolepnices is the opportunity for ethanol to gain nearshare
and increase profitability. We will miss the Caidige ethanol market for corn during harvest thiarye
It provided a good market for producer and comnaérci
business all through the harvest period last year.

We can expect fall harvest to haveliallenges this
year. We have more customer ownership of bushetsei
elevators this year versus previous harvests reduniailable # '
covered space. Even though we produced good wredds, 52
the protein was less than desired for buyers makididficult
to market Ag Valley's ownership profitably. Ouragn team
is working diligently to make space available fall trops
loading unit trains and single cars as quicklyreytarrive.
Tim has trains scheduled to move inbound grairesuquickly
as possible once harvest gets under way. We hswénaesteq
in new equipment to keep harvest moving at a g@ae pvhile

Billy Jones, Agronomist at Indianola being

. welcomed back on the job by Ron Hunter.

handling a large crop. Billy has spent the past year in Afghanistan
We want to be your agri-business afiod from grain | serving at Bagram AFB with the Nebraska

handling to fertilizer, feed or petroleum. Give ¥glley the | Agri-Business Development Team (ADT)

with the Army National Guard.

opportunity to serve you. We would like to earmybusiness
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Seasonable type weather has finally arrived amdagh it's been an unusual
year of weather, very nice results should be refon your yield monitors. History
says that “big crops get bigger” and this yeartgpsrlook to be no different.

Basic supply and demand economicsutethat grain prices will suffer unless additional
demand is found or something unforeseen occurgely,.at seems every conversation involves some
degree of discussion pertaining to the late dewetpprops and the remaining freeze damage potential
Truth is, the clock is about to strike midnight andny hopes and dreams of selling corn anywhere nea
$4.00 may require selling in hundred weight terfsr example, $2.75 per bushel corn would be $4.91
per cwt. Most all areas, even the latest maturiniymake corn at this point. Quality loss would
probably be the biggest factor if a freeze occubretdveen now and the middle of October. From a
marketing standpoint, look to lock in corn markeatres and I'm not sure I'd spend too much money
on an option, knowing what | do today.

Soybean inverses have quickly comasinew crop beans begin to fill the bins. Firstrogr
sales to China have been brisk as the United Statebeen and will be the market for another three
or four months until South American crops come dffhether or not China will continue to buy is
obviously unknown. Otherwise, South American grigvonditions and any additional US export
business will need to be watched for additionadipg opportunities.

Due to strong front-loaded bean demaangbeans need to be shipped straight to market.

After reviewing our grain handling projections, @epect space limitations at some locations this fal
Thankfully this strong early soybean demand allgvesn handling facilities the ability to offer Dgied
Pricing (DP) programs to gain much needed ownershimovement of this grain can occur. Many
areas of the Corn Belt are going to have diffi@gdthandling the size of this crop, and we’re ntedint.

Ag Valley will be offering discountetiorage rates to soybeans enrolled in our DP pmagra
While normal storage rates on soybeans now ruroappately 4.8 cents per month, beans signed up
in the DP program will accrue storage charges bf 88 cents per month. Many variations of thisey
of program will be offered across the country falsand some will make it mandatory that all ortpa
of your production be DP’d. Ag Valley has chosemgitve you the ability to make that decision. We
understand that being told what to do doesn’t sit with many of you. We ask that you give this

serious consideration as it can be a marketingraroghat works for all

COUNTRY of us. It helps us keep more bushels off the gilawrtdoors where it is

.: subject to additional associated risks and youks&tép total control of

M]““ HEDGING when and at what price your grain is sold whileraitwy fewer service
charges in the mean time. Quantities may be ldrstecall us for details.
For those of you wishing to take adage of our popular out-of-the-field trucking pragr,

we still have a sizable fleet of trucks to helpidsl your harvested grain to town. There may bee§
during the peak of harvest when our trucks areasptiein, so an open line of communication will help
us best utilize our trucks to cover all of your d&e Contact our dispatcher, Jim Kragelund, forryou
freight scheduling needs.

Please review our updated grain policies for ahgiothanges related to storage rates, shrink,
drying charges and procedures involving warehoeseipts. These can be viewed on our website at:
www.agvalley.com

Harvest is a busy time for all of mslave understand that it is your pay day afterax wé hard
work and expense. Many hours of thought and pegigar have gone into planning how we can best
handle your crops but long lines may at times Bélinevitable. Maybe we're trying to finish fiilj a
bunker or ground pile so that we can cover andreatbefore adverse weather moves in or possibly a
unfortunate breakdown still occurs. We promisgit@ our best effort and thank you for your busines

Best wishes for a safe harvest.

The information contained in this letter is takesm sources, which we believe to be reliable,ibutot
guaranteed by us as to accuracy or completenesis aent to you for information purposes onhhefie
is a risk of loss when trading commodity futua@sl options. Country Hedging, Inc. bases its
recommendations solely on the judgment of CouHeglging, Inc. personnel.

www.agvalley.com



Fall is officially here, and with it comes the dgon to feed or sell our calves.
Again this year we are seeing premiums on gettattiechbigger. Feedlots don’t want
bawling calves and the headaches they bring. @dlde margins have continued to shrink, they are
becoming more efficient by feeding yearling andtsthcalves that already have the sickness and
problems mostly removed from them. This providesigue opportunity for producers to add value
to their livestock while using up many by-produetsheir farming operation.

We are again offering our screeningg/ehix with a limiter out of Maywood at a substanti
savings to Accuration with similar or better perfiance. We are looking at COG's in the low 40 cent/
Ib range. Please contact one of our salesmen selfrfpr more details on this self-feed programt tha
can add value to your calves.

We are pleased to announce an arragwgenith Dr. Jeremy Martin, a consulting livestock
nutritionist from Hershey and affiliated with Grd@lains Livestock Consulting. Jeremy will offeshi
service to our customers at no charge to themrm®ptois arrangement. The value Dr. Martin beng
is that he is not associated with any feed compafiigting a level of comfort for many producers
concerned about a conflict of interest from nudritsts that are tied to a specific company. Magyl
that | have the utmost confidence in the nutristsithat are available to us through Hubbard, l@Gnd
Lakes or Kent Feeds. Jeremy allows us to have @oenavailable to our customers to overlook diets
provided by someone else or to create diets focostomers that will maximize usage of their omfar
commodities. Anyone interested in utilizing Jergnigase let us know, we are excited about addisg hi
services to our business unit.

We are continuing to offer our contsagn mineral. It appears to me the market haglitde
downside risk vs substantial upside risk. We aggiiring a down payment of 30% of the value of the
contract and are covering your needs through tbdeoéiMarch.

As we head into the fall feeding seasee are focusing hard on making sure our feedtioes
are stocked and ready for your feed needs. Ifkymmw what you are going to be needing please let
myself, one of our sales people or the locationaganknow so we can limit our outages this yetr. |
is as frustrating for us to not have the feed yeedas it is for you not to get it. With your help can
make sure our warehouses stay supplied and reaggtio

Field Day Held for FFA Classes at Monsanto’s
Gothenburg Learning Center

Ag Valley Coop sponsored a field day Bonsanto’s Gothenburg Learning Center. This
facility was just completed this past summer 2 milke south of Gothenburg. It is one of only 3 in
the United States.

FFA Classes from Arapahoe, Cambridge,
Curtis and Southwest attended the field day.
Several other schools in our trade area were
invited, but were unable to attend.

The new facility showcases agronomic
technologies that enable yield increases while
reducing inputs: Genetics (history of corn),
Biotech and Agronomic Practices (population,
row spacing, tillage, and irrigation) along with
focus on Water Utilization.

This facility is very impressive andhe
research and technologies they are demonstrating @wvery educational and will be very valuable
to our customers. Contact one of your Ag Valley Agnomists for more information or a tour of
this facility and test plot.

Students and teachers searching the soybean tesopl
looking for a 5 bean pod.
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What is a Cooperative?

In simple terms a Cooperative is...you.

As a customer of a cooperative, yocob@ an owner, too. The cooperative business
philosophy opens the door of opportunity to all rbens to an active role in the business. Coops
allow you to voice your concerns at annual meetarg$to
run for the board of directors. The “one membeg wote”
philosophy gives all members an equal voice.

Facts of Interest

Nebraska cooperatives are a significafactor in
the agricultural industry and the economy of the shte.
Examples of their impact are as follows:

As of September 2008, cooperativepegating
397 branch locations across the state providinghmuc
needed jobs and services in our most rural commesnit

As of September 2008, cooperativesleynpver
5,000 individuals across the state.

As of September 2008, over 67,000 &snand !
ranchers are voting members of Nebraska coops. #

In 2007, ag supply and marketing coafpees paic $ % &
out a collective total of $44 million in patronaggunds to
members. In addition, over $11 million was paid iou
members equity/estate redemption.

Nebraska ag supply and marketing caopssted
over $97 million in new facilities and equipment2@07. ($

These cooperatives paid over $7 nmllioproperty) * 1$
taxes and $21 million in income taxes in 2007.
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