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Compass
FINAL REPORT - REGIONAL COTTON MARKET SEMINARS
July 25,2012
Summary

Cotton Compass prepared a series of modules for planned cotton marketing seminars as
requested by CRDC (see quotation attached Appendix 1). The seminars were designed to cover
off on a full range of topics (see Appendix 2), so that grower associations could have a choice of
modules for delivery at each location. Unfortunately, due to various seasonal and other issues,
only two of the proposed seminars were completed prior to June 30, 2012.

Details of Seminars Completed

Location Date # Attended Questions Raised (Note - | Feedback
hard to remember...was a
long time ago)
Goondiwindi | 29t Approximately | International customer Was a little disappointed in
Training February, 15 attendees requirements; attendance. Of the 15
Centre 2012 downstream supply chain; | attendees, there were only 4
exposure to China & their | growing entities represented.
ongoing import However, the attendees were
requirement. extremely well engaged
throughout the presentations.
Mungindi 1st March, Approximately | Benchmarking re %age of | Excellent attendance, and
Two Mile 2012 30 attendees Aussie crop sold in certain | generally a less engaged
Hotel pricing bands. audience.

Overall, the two seminars were a success, with a comprehensive presentation delivered, and
good feedback from growers in attendance.

Suggested Changes If Required

Clarity/Communication: The requirements with regards contract administration etc were not
understood by Cotton Compass prior to completion of the tasks and were not factored into
pricing and/or service delivery considerations. Additionally, there may have been some
misunderstanding with regards the overall scope of the project, which we had priced so that
seminars could be “broken out” on an as needs basis, depending on which CGA
required/requested the service (ie - the project was not necessarily priced as a whole).

Coordination: There were some challenges co-ordinating stakeholders to schedule the
seminars (particularly given the original plan involved 2-3 presenters at each seminar to
minimize the number of meetings growers were to attend). Perhaps it would be best in future to
establish a process whereby:

* A calendar of pre-existing CGA meetings was obtained at (or close to) July 1;

* Service providers were asked to advise availability to present on the pre-existing dates

specified;

* CGA’s were invited to engage the service providers for the identified meeting dates.
This would solve the challenge of growers attending multiple meetings (as individual
seminars/presentations could be timed to coincide with CGA meetings).

Future Seminars

Cotton Compass has recently been approached to provide further seminars in the Macquarie and
Lachlan Valleys under this project. Whilst we are comfortable performing the seminar service
under the original CRDC project if required/available, we may need to review either the
administration expectations or the quotation before engaging.

Thanks again for the opportunity - and notwithstanding the suggested changes above (and the
fact only two of the planned seminars were complete - the programme was successful.

Best Regards

Pete Johnson & Rob Imray
Cotton Compass Pty Ltd




APPENDIX 1 — COPY OF ORIGINAL QUOUTATION

Helen Dugdale (helend@northnet.com.au)
CC: Sally Hunter (sally@fundbase.com.au)

October 17, 2011
- Re: Regional Cotton Market Seminar Program Proposal -
Dear Helen and Sally,

We are pleased to provide the following proposal for consideration for a potential Regional
Cotton Market Seminar program for completion prior to the 2012 crop harvest.

Modules:

Cotton Compass will prepare a series of “modules” for presentation. Individual Cotton
Growers Associations can select the most appropriate series of modules depending on
requirements. Each seminar will run for approximately 4 hours, with length of presentations
and discussion modified depending on the number of modules covered. Two presenters (Rob
Imray and Pete Johnson) from Cotton Compass will be required for each seminar. Cotton
Compass recommend no more than six modules to a seminar.

The following modules will be available:

* Cotton Marketing 101 — the market process
o How cotton is merchandised
o How Australian cotton is priced
o What are the price drivers for cotton
e Contract Types and Contract Rules
¢ Cotton Quality / Classification / Premiums and Discounts
* Futures, Foreign Exchange and Basis Markets
o Includes OTC markets like SWAPS
* Macro-economic and outside market influences
o Alook at the underlying economic fundamentals for cotton
* Export Markets and International Trade
o Alook at Australia’s key markets and their requirements
o Alook at Australia’s key competitors
o Some of the variables in international trade
* Counterparty Risk
o Whatis it?
o How is Counterparty Risk managed
o A brief outline of what to do if a counterparty defaults
o What defines a default
* Market Analysis — Price History and Outlook
o Alook at some potential Benchmarks
o An analysis of cash price and basis
o A market outlook
* Price Risk Management
o Some observations
o Alook at some approaches
o Some of the key factors you need to address

Timing:

Depending on location and number of seminars required, Cotton Compass would aim to
complete an initial block of seminars in second half November/first half December and then




the remainder in February/first half March. Specific dates would be scheduled once individual
Cotton Grower Associations (CGAs) have confirmed their interest.

Geography/Regional Grouping:
In order to maximize efficiency, Cotton Compass proposes the following regional “groupings”
— pending confirmation from individual CGAs - to be completed in designated road-trips:

Central Queensland: Central Highlands; Dawson Valley; Biloela
Darling Downs:

Western Queensland: St George; Dirranbandi; Mungindi

Central (North): Macintyre; Gwydir

Central (South): Walgett; Lower Namoi; Upper Namoi

South West: Macquarie; Lachlan; Darling River; Menindee

Schedule of Fees:
Preparation of seminar series (presentation and course notes): A$6000 + GST

Presentation charges (per seminar): A$1200 + GST

Travel Costs (per region): Central Queensland: A$3900 + GST
Darling Downs: A$300 + GST
Western Queensland: A$2400 + GST
Central (North): A$860 + GST
Central (South): A$1200 + GST
South West: A$5400 + GST

* Note: Travel costs includes estimated travel time (where applicable), accommodation and
meals for 2 people, as well as direct expenditure on travel. Travel time has not been figured
for the Darling Downs and Central Valleys, as presenters may be able to combine other
business.

Additional Considerations

Venue Hire/Amenities: to be arranged and paid for by relevant CGA’s / CRDC.

Advertising/Marketing: to be arranged and paid for by relevant CGA’s / CRDC.

Printing: to be arranged and paid for by relevant CGA’s / CRDC.
(Cotton Compass will provide electronic copies of full course
notes and presentation materials.)

Thanks again for your interest in this seminar program. Please advise if you require
clarification on any of the above points.

Best Regards

Pete Johnson Rob Imray
Cotton Compass Pty Limited Cotton Compass Pty Limited



APPENDIX 2 - SEMINAR SERIES PRESENTED
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Export Markets & Trade

r‘_ Who are the major players

o Producers of cotton
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o Users of cotten

* Importers of cotton
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r‘_ Significant for Australia
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r‘. Australian Cotton Markets
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Futures, Foreign Exchange
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rﬁ Basis - impacted by

* Vale of Australlan cotton nto Asia
* Value of competitive origing into Asia
* Local supply and demand factors

* Logistical costs

* Futures market structure
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Market Analysis & Price Outlook

Price Outlook

o Corrent peice in G0 is sl historically high
(chea 50-100 US L)

* Short erm cutiook

Longer erm outhook

Wil cotton peices trade 3 new paradigm?

[C

Price Outlook

* Raw Cotton Stocks are hgh (global S/U ratio
$5%) but

& Alsrge propersioe of $ome 100k (Ceza DIN) e in
Dhra & # rge prosortion of the Dhmese Thocts are
i Seaee Faave.

& Ppeine wacki fram bec e ed) are 1w vy
B e Lo bvestory purging i face of wosering
racce

O

o Consumption estimates falling or fat kning?

Price Outlook

USDA page can0aT poon o L0056 millon dake -
WhEN i3 o lens thay wor s of G1C. s the waest
rewbevndn !

SRRRRE)

y Price Outlook

* Production ... Reductions liely?
o e Concenn St The Bas St 05 K At e e
0 ety Poagt  slow arveh T

* Chime: ek e CNmene o 5ok e 01 i oy 30 milion
Babes /50M evsmate 33 5] dolowing # renare of a0
Evamate of 35 3 miion e Som the Mitonw Baross of
FUDEI w060 AMES (O e S By 115

o UL Ve (780 g SB[kl - 100K e
e T T e
G s, Mot T 20§ IO I30 B0 g

® Bew Coop progrening wel UOBA vpect a0 eme srooed

w0 of 3 misen 2en
C

Lé Price Outlook

o Corduspticn .. Reductions Beely?
oM e S GO P A
verrer

* Oviea: MRy facing riveg conta, 41 4y Mg oo
PGH. YA M A T (R wheee N By
WIS ee Sore Brserer ey g b rot e seme a1
s e By

o PRSI I A ety e
TR - Aoeuae o Cheng lew goede coeon

o e W Wt i T P A Gve g

P Look at US futures for 2012 Crop

..A.u%.“u.n
-ﬁ‘?

'C




Australian Dollar
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r. Cotton losing out

r‘ World Economic Growth
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n Longer Term Outlook

cays for 2012/13 - risng.
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* Where wil the AS be?
* What soet of values couls we expect?

* Using current USDA numbers stocks a1 206
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* What wil be the value of competing crops?
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r‘. 2013 Crop

r‘. 2014 Crop
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r‘. r‘. How Cotton is Merchandised

Cotton Marketing 101

How cotton is merchardised

How Australian Cotton Is Priced

* Whatare the price drivers for cotton
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r‘. How Cotton is Merchandised
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Australian Basis

r‘ How Australian Cotton is Priced
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Supply of cotton {Works and the US)
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Price Risk Management
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r‘. Australian Crop Quality

r‘ 2010 Australian Crop Quality
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