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Kevili cooperative

Kevili is the biggest crop,prodUCin"g""'“coop,é‘rative in Estonia.

Kevili’s main objectlve is to deliver profit to thelr members
through various activities. : '

) “}.’;

At present Kevili’s 161 members account for 87,.,7 th@usand
hectars, which is about 13 5% of Estoma 5 total cropland




History

Kevilin history datesback to the end ot Soviet Union, whe
Kemira started a cooperation with Estonian Ministry of
Agriculture at the turn of 1980s and 1990s. The Finnish
partner offered production technology and technical
assistance for sugar beet production. Sugar beet was sold t
the Salo factory in Finland in exchange for sugar.

Regional coops disappeared one after another when fore
companies established their subsidiariesin Estoma.»
cooperative, Keski-Eesti Olikulttuurid Uhistu ( G U) st
J8geva. It had 250 members at its peak yea

it was the only organisation that united rape,s
Estonia. Rapeseed was loaded to shipsin P&

harbours for exportsto Finland.

KOU’s director Ulo Valjaots
influential person who
from an MTU non-p
cooperative. B

other chemlcals str Je



Location of members and facilities

.. Terminaal

Roodevalja
Headquarters
LU T Y. =" Tartu
S Terminaal
Membership is e _
concentrated on Eastern =5 ~Rongu

Estonia, where the best
crop producing regions
are located.



Development of business activities
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Employees
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The cooperative employed 28 persons as.of September 2019
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Breakdown of employees by activities:

General manager (1)
Secretary (1)

Agronomists (2)
Bookkeeping (3)

Logistics (2)

Grain sales (2)

Input purchases (2)
Regional directors (3)
Terminal directors (2)
Terminals— technical activities (6)
Terminal — laboratories (4)

All the departments — such as the terminals, aginput purchasing and grain sales =
earn profit. Overhead would cover the costs of management and bookkeeping.

About 10 additional persons are employed during harvest time, five at eacH’*"?t,eirminaI;"
Six of them have technical jobs and four are employed in the laborateries. "=

Logistics is outsourced to about ten external transportation companies, with which Keuvili has
long-term business relationship.At peaktime about 50 trucks are used continuously, half o_f
which are the members’ own vehicle and the other half by contracted transporters e
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Organisation
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Kevili’ s;Board of . dlrectors -

is made up of seven , Bers, all

e J-'swc:)-
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Activities
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Grams and 0|Iseeds are sold inlarge batches to end users in Estonia and international buyers on the grain markets which results in
better prices. Thus the brokerage of domestic grain trading companies are saves and retalned for the member farms.

2

KeV|I| purchases Iarge volumes of agncultural mputs such as seeds fertlllsers, pestmdes, fuel and others. The advantages of
discounts are forwarded to the member farms. : e , : s G s SRR T

3

Kevrh offers transportatlon drylng and storage with whrch the expenses of member farms are kept under control and they can
focus on their prime activities sgch as ha_rvestl_ng.

6 Organismgsemmars,,s‘%"gf




Activities
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1 Sales of grain and oilseed mwm M W ARRRE Y O

ML chaeR

There are only two personsin the grain sales personell. The majority of grain is sold through Daﬁfs’."‘grcikel"g""ma
(Copmer ja Skovskorn). Avena Eesti or other companies work with the same brokers, therefore Kevili and

others can fill the same ship of a particular broker together. Brokers have a list of solvent trustworthy buyers
and ensure rapid payments. :

"

Grain is sold FOB Muuga, Sillamée, Kunda or Parnu and the ayment are received |mmed|ately, once the ship
has been loaded. A X i

Kevili’s loading activities 10 years ago..n%

...and now.
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Photos: Kevili




Activities

1 Sales of grain and oilseed - - _ e .

= VAL SR e
ST R

Grain sales contracts are made with the members right in the spring, concurrently with the agricultural input
purchase contracts. Volumes are determined at this point.

Members can fix their volume to the daily market price. Kevili announces prices daily based on MATIFF
prices. If a member decides to fix the price of his volume to a certain day’s price, Kevili sends a note to the
bank to hedge the volume in the stock exchange. Swedbank provides Kevili with the financial services
concerning price risk management, factoring, long-term loans and daily bank services.

A grain batch — provided it is dried —can be delivered straight to the harbours. Kevili rents storage space in
the Kunda, Sillaméde and Muuga harbours. Members can deliver there dried grain up to the volumes
determined in their contracts. Kevili usually has sales agreements for this volume in advan:ce'.-__ B

If a member wants to sell volumes exceeding the level set in his contract or his grain needs to be dned the
batch is delivered to one of Kevili’s terminals and it is sold Iater e

Grain drying needs are surveyed separately. Usually members are supposed to de’monstraté’elther own or an o
access to external drying capacity at the phase of joining the cooperatlve Many farms have invested into

own dryersin Estonia with the partial subsndles of EU. Addltlonally, they tend to rent drying capacity from

external sources. B s :




Activities

1 Sales of grain and oilseed - e T T :

wadgia.
e it
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Kevili members have a commitment to sell 80% of their rapeseed to the cooperative. There is no
commitment rate for grains, over a certain limit members are free to sell their grain wherever they want to.
Despite the lack of formal commitment rates, steadily increasing grain volumes have been sold to the

cooperative and has reached approximately 70%.

-ni%, 2 - B
2014 S et ?\; 2018
Malt barley s A s A Sea
3% Rye Oats _ Mal;h;n_:ley Oats Bean
= S e 1%

Peoa 0% 2% = = Ao
e "" 6%

Rapeseed Rapeseed
15%

28 %

Bread wheat

Bread wheat 37 %

25 %

Source: Kevili




Activities
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2 Médlatuon\of agri‘tm‘mfﬁ‘ﬂhm:f. -‘.. i

Certified seed originates to a large extent from
member seed producers. The sales of the
business branch was EUR 1.6 million in 2017.
The rate of certified seed use in Estonia is 20%,
but the actual rate varies by crop. e

In 2017 the volume of mediated fertilisers - Pestncndes and chemlcals were also purchased dlrectly from the
amounted to 43.5 thousand tons, ‘Q_S%Of'\)vhi_(::vh" - NOVer r
was purchased directly from the manufacturers. = ’
/ B
A ,
\JKY~R
The Chemcca! Compan'
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Activities
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2 Mediation of agricultural inputs =~ "
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In the spring a contract is made about the volumes of agricultural inputs with each member. At
the same time, members commit themselves to sell grain to Kevili for the same value as they
purchase inputs. Kevili’s objective is to ensure at least EUR 23 million — the level of aginput
purchases— worth of commodities available for sale after harvest.

The value of grain sales determined in the contracts by the value of input purchasesis a
minimum level, members are obliged to deliver. They can of course exceed this minimum.

Although members are free to sell the rest of their yield on the markets, loyalty towards the
cooperative has increased notably. A few years ago members used to sell about 40-50% of
their yield through Kevilin, a share which has grown to 70% by 2017. The main driving factor
has been the shortening of payment period to five days which has surged the qualtyﬁf
members. According to the most recent information 62% of the members sofdé’bver 70% of the
grain to Kevili in 2018 . , ; e - B2 '

e
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Activities
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Kevili’s own capital amounts
to EUR 5 million, which
includes the own financing
share of terminals and the
share of paid back loans. The
cooperative also owns a fuel
transporting truck.. 2 > rest 1 :
members own contnbuuon-and
bankloan The loan is scheduled to

ng.an&%ﬁ m‘lhon ban' Rt
Ioan (SwédBank) The bank loan is
scheduled to be pald back entlrely
by 2026. The capacnty of ﬂat 5

oot T vl A, . L



Activities
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Joint dryer and grain
reception

Grain transportation

Kevili does not have own grain
transporting trucks. Grain :
transportation is outsourced to 10
business partners. The highest need of
transportation capacity is 50 trucks at

the same time, half of which is provided
by members and half by the above
mentioned external companies.

The dryers operating in the
terminals have a capacity of
75 ,to_nAs,of grain an hour.

i The reception capacity of
“terminals is 400 tons or 16
truckload of grain an hour.

Laboratories e

The laboratories are

- among the most modern
| onesin Estonia, where |
i the results ofag_‘g!ysi‘s are SRS
.| ~xeady instantly after’ -




Activities
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Kevili has an EUR 30 m|II|on short term credlt Kewl'




Activities
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Kevili’'s own agronomist in cooperatlon with a consultant prepares nine videos of tlmely issues at
advice over a growing season.

others, results of experimental pIots are reviewed, or gga,ﬂn varletles are mtroduced and evaluated in
these events. ‘

Additionally smaller “ad hoc” field meeting are also organised on a
short notice. If a member notices any interesting phenomenon on
his field, which he wants to share with other members, he informs
the agronomist, who transfers an invitation to the members. A
Whatsapp group was established for instant communication,
presently (September 2019) including 90 members. Other channets'\
for communication are email and the intra pages of Kevili website.

Photo invitations are distributed in Whatsapp usually: about 2-4 days =
before the field meeting. During 2018/19 season about 50 small : ,. i
field meetings were organised altogether.

An important way of consultancy.is the caﬁ‘\mumcatlon of members with each other in smaII grou,gs'

Members who have constantly- achleVeﬁf_ rematjg‘%bleresults tell the others thelr St




Activities
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Professional seminars

Professional seminars are centred always around one particular topic — such as economic- legal- or
financial issues or crop production technology. Lecturers are these fields’ experts from external
organisations. e -

Development seminars

Six development seminars are organised a year, each of which involves 20 members. Hence
altogether 120 members — the majority of membership — are involved in these seminars every year.
These seminars also begin with 4-5 presentations, but participants continue to work in small groups
afterwards. Members discuss about operational routines, what they like and what they dlsllke.Ihey; 2
propose changes for the future. The results and the proposals of group dlscu55|on§,are“taken to thef_" A
board meetings as a feedback. The development seminars were desugned to get?ﬁ%mbérs aCtJver :
involved to influence the strategic policy and daily operation practlce,\s A o R T

Kevili organised 17 seminars for |ts membggshlp in 2017: Pammpatlon to the professmnal seminars |s =
free of charge for the members ~ et -




Activities
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Large assemblies are organised three times a year. Their
objective is to come together, celebrate, get to know each
other and spend time with each other’s families. Members
pay themselves for their and their families’ partICIpatlon. In
2017 the following assemblies were organised: :

« Summer event in Lammasmae holiday centre
* Harvesting party in Seaplane harbour :
* Moose hunting in Kadrlna county '

Foreign trips

In 2017 four trips were organised for the members at

their own costs. Three trips were study tours to the Czech =
Republic, Germany and Kasakstan, while one trip was for
leisure to Peru. Earlier leisure trips were organised to e.g.
New-Zealand, South-Africa, Cuba Mexico and Vie,;nam

about 20 to leisure trips.




FiInancing
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Kevili’s daily operatlon is financed by its all major activities. Income is
earned from the mediation of agricultural inputs, grain sales and the
fees collected for terminal services. All departments are respon5|ble for =
profit generation within the cooperatlve | e

\~v
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The primary objective is to keep unit costs i ‘e"’%alar'y cbsts/sold graih and
oilseed below the limit of EUR S/ton This is considered a competitive
threshold compared to big companies. =




Withdrawal from the cooperative
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Should a member want to withdraw from the cooperative, he will be paid back his

shares in the following way:

* EUR 3,000 membership fee is paid back ~ .

* The value of storage shares: n*50 t= n*EUR 6,300 is paid back

« Ashare of the ongoing year’s profit is paid in proportion of the purchases of
agricultural inputs and the sales of grain of the withdrawing member.

Kevili generated EUR 211,000 profit in 2017. The cooperatives had losses of about EUR
400.000 in 2018 due to dry weather and low utilisation rate of drying capacity. |
Presently Kevili’s profit is not divided among the members, but it is used for company =
development purposes. S

? 4& gl |
e "

The objective is to start a regular distribution of proflt as sooa as the own capltal has
reached the level of 25%.




Development plans

KEVJ Ll

Pollumees_te uhistu

e e R 1

Kevili intends to focus on the foIIowmg issues in the future

Developing the organisation into a modern cooperatlve with high corporate
culture and motivated personnel. i

Developing logistics and data systems in order to |mprove transportation and
production.

Investigating value added opportunities and makmg addltlonal mvestments e

that are needed to achieve them. - el
: 4@,‘" PR o SR
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Developing the internal advisory system, |mprovmg the current ser\/tces and
adding new new ones. :




Growth
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Kevili keeps growth at a modest level intentionally as only up to-10 new. membe_r_s_z

are approved every year. A modest and controlled growth is meant to ensure the
quality of activities.

e

Accession opportunity is not advertised anywhere yet, there has been a constant

interest. Eight new members were approved | in 2017. The process of accession is s
explained in Kevili’s website. = e

The accession procedure is rigorous and strict conditions apply: e

First Kevili’s regional representative visits the farm who expressed an interest to

become member, then the general manager have a discussion with the farmer. gt
economic conditions of the farm is analysed thoroughly. The applicant| haS‘to ﬂnd» A
two advocates among the current membership. If all the conditions aremet the S
formal application is submitted to the board of Kevm whlch’”’makés the decision. After

approval the applicant pays the acession fee of EUR 3 OOO and becomes a member of
Kevili. R T ' ’




Mission, vision and values
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Mission A s i

To generate competitive advantages for the members through cooperation.

Vision
To build a national crop farmers’ cooperative, which en'TSUresA profitability for

their members and sustainable agricultural activities in Estonia through Jomt
purchases, marketing and training. |

: e A st
. B Bt e M PR T T i
: e o0 St 1 o, e A

vailu ‘ e s A

- e 2 .: 7 o2 v oy
A -)‘f;._.. e IR P R oA SN AR

2B Lo 5 7 ‘é' %

; 2 o Bl 214 o / v
5 el J %

trust cooperation - effectiviness




What can we learn from the Kevili model?
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1. Commitment of the members

The accession fee of EUR 3,000 and participation in the investment costs through
the purchase of storage shares are to strongly.commit membership to the
cooperative. The latter payments (annual mstalments) can vary from EUR 1,300

to EUR 50,000.

2. Involving the members into corporate development

Members truly get involved and their opinion is taken into account through the
development seminars. Members can also have an impact on important decisions
and the Board of Directors of seven members has been found a welL%functlomng
decision making body. The success of Kevili’s mvolvement strategy was also oy
veryfied by external researchers and observers e

e




What can we learn from the Kevili model?

KEVJ Ll

Pollumeeste uhlstu

3. Controlled growth : b e i

A reckless growth of membership is intentionally avoided and new applicants are
carefully checked for eligibility e.g. of economic conditions such as profitability. A
new member is supposed to agree and commit to the rules and activities of the
cooperative. Obviously in Estonia this “modest” growth and the approval of up to
10 new members a year means about 5-6,000 ha annual growth in the farm area
with the 580 ha average farm size of the current members.

4. The importance of financing and management

One of the most successful decisions of Kevili was the recruit of general manager
from the banking sector. Its significance cannot be sufficiently empha5|sed The i
general manager handles Kevili’s big EUR 30 million short term loan® a&well as g
negotiates factoring solutions with the bank as an equally. competent‘bankmg

expert. The general manager also glves the members advice related to fmanual
and economic issues. o




What can we learn from the Kevili model?
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5. Competitive prices and services —— . .

Kevili’s objective has always been to provide their membership with competitive
prices. The share of the members’ grain sales used to be rather low in the
beginning. It was noticed, however, that by improving the conditions such as
shortening the payment time to five days, the share of sales increased
considerably. Price is not the only factor after all, but an attractive package and
quality of services. Nonetheless, Kevili also aims at offering competitive grain
prices to its members. '

6. Open and transparent communication with mer_nbe-rs

Communication and the applied channels support the involvement of, members
even to strategic policy and daily operations. Over 20 seminars and évents a year
tens of field meetings as well as effective communications channels make sure to
keep the members updated on agronomic conditions and the activities of Kevili.




What can we learn from the Kevili model?
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7. Quality services and companyimage @ =

The internal advisory, on both agronomic and financial issues, favourable credit
for input purchases, access to joint drying and storage facilities, modern
commonly owned buildings and equipment, grain sales are all services of high
importance for crop producers. These make Kevili an attractive cooperative and is

becoming a renown and respected brand among farmers in the Estonian grain
and oilseed sector. o

8. Complience with cooperative principles

Kevili pursues to comply with the cooperative principles such as equal treatment

s
of the members and the "one member one vote prmaple regardle,,ss ofthe size
of the members. = e & o7




What can we learn from the Kevili model?
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9. A feeling of fellowship

T el iR .!Iﬂ./._

The conditions for accession, economic commitment, involvement in the decision
making process, transparent communication, common ownership and
participation into various seminars, events and trips create a club-like feeling of
fellowship for the members, to which it is a privilege to belong. The sense of
community and common objectives appear to be reality for the members.

10. Trust and cooperation

Trust and cooperation are the basic values of Kevili, and they are not empty words.
Without trust among the members and towards the board and management the
activities cannot be carried on. Cooperation is taken seriously at Kevili. s

,‘;5

11. Risk management e e
The grain sales batches are secured by hedgirig sérvic'es of the bank, which helps
Kevili manage the price- nsks It is’ essentual for crop farmers’ cooperatlves to :
minimize risk in generals > s




