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Company not immune from industry-wide factors

USPB Announces
1st Quarter Results

Market factors negatively impacted the U.S. beef
processing industry during U.S. Premium Beef’s
(USPB) first quarter of fiscal year 2007. Limited
access to key export markets as well as historically
low gross packer margins (boxed beef relative to
fed cattle prices), were sited as factors that affected
USPB’s bottom line during the first quarter.

As a result, for the thirteen weeks ended Novem-
ber 25, 2006, USPB recorded a net loss of $13.1
million or $17.78 per set of linked units (one Class
A and one Class Be unit) compared to a net loss of
$6.4 million, or $9.25 per set of linked units, for the
similar time period in fiscal year 2006.

Our company’s sales and cost of sales were
higher in the first quarter of fiscal year 2007 than
those of the prior year period. That was primarily
due to an increase in the number of cattle processed
of approximately 12.4%, most of which came from
the acquisition of Brawley Beef, LLC, higher live
cattle prices, and heavier cattle at average weights,
which were 1.5% higher than the same period of
fiscal year 2006.

The acquisition of Brawley Beef, LLC, continues
to be positive for USPB, providing a greater supply
of age verified cattle at a plant close to exporting
facilities on the West Coast. However, the beef
processing industry as a whole remains concerned
about the uncertainty surrounding export markets.

Similarly, while the industry anticipates a bet-
ter balance of processing capacity to fed cattle sup-
plies in the next two to three years, there is a lack
of consensus surrounding the timing and extent the
cattle supply is expected to grow. Consequently, un-
certainty remains as to when improvements in beef
processing margins will occur. However, because of
USPB’s unique producer ownership and the supe-
rior quality cattle our members deliver, USPB is
positioned to compete as one of the world’s lead-
ing producers of high quality beef products when
improved processing margins return. ¢
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Year-to-date grid results are solid especially for high quality grading cattle

Strong Choice/Select
Spread Boosts Premiums

Cattle delivered on U.S. Premium Beef’s Base and Market grids during
fiscal year 2007 through December 30 have averaged approximately $4
per head more in grid premiums than cattle delivered during the same
time period in fiscal year 2006—$21.30 per head compared to $17.33
per head. USPB members also delivered significantly more cattle, over
20,000 head, in fiscal year 2007 compared to the same time period in

fiscal year 2006.
Much of the grid premium improvement was the result of higher
quality grading cattle delivered on the company’s Base grid this year—
...continued on page 2

Plenty of opportunities to add quality genetics

USPB QSS Members
Schedule Spring Bull Sales

The following U.S. Premium Beef Qualified Seedstock Suppliers
(QSS) will conduct bull sales during February, March and April.
See USPB’s web page for links that detail sale times and locations.

Trumbull Genetics February 23
Lyons Ranch March 5
Birk Genetics March 10
Briarwood Farms March 10
Bar Arrow Cattle Co. March 13
Spring Valley Ltd. March 13
Molitor Angus Ranch March 17
Oleen Brothers March 26
Rishel Angus March 26
Pelton Simmental/Red Angus March 28
Larson Angus Ranch March 28
Gardiner Angus Ranch March 31
Cow Camp, Inc. April 7

In addition, the following USPB QSS members will sell bulls at
private treaty during the spring months:

Blair Brothers Angus Chair Rock Angus
Dalebanks Angus Harms Plainview Ranch
Heartland Cattle Co. McCurry Angus

Reproduction of any part of this newsletter is expressly forbidden without written permission of U.S. Premium Beef.



Strong Choice/Select Spread Boosts Premiums... continued from page 1
60.5% Choice compared to 55.10% Choice last year. See
USPB Benchmark Performance Data table below.

A historically strong USDA Choice/Select spread, although
similar to last year’s spread during the same time period, re-
sulted in Quality grade premiums that were $7.41 per head

USPB Benchmark Performance Data

greater on USPB Base grid cattle in fiscal year 2007. Cattle
delivered on USPB’s Market grid graded 1.21% lower Choice
than Market grid cattle delivered in the same period a year ago
and received one-half of the Quality grade premiums com-
pared to last year’s cattle.

While cattle on USPB’s Market grid have yielded better than
in fiscal year 2006, the benefit has not been enough to offset
the drop in Quality grade and increases in the percentage of
Outweight and Yield Grade 4 and 5 carcasses—trends that

O ‘A1) sesuey]
pred d5e1sod SM
SSe[D) 1811, 110SaI]

FY ‘06 and FY ‘07 Grid Comparison Through 12/30/06 | were also seen in Base grid cattle. Because Yield Grade 4 and
(Numbers Base Grid Market Grid 5 discouqts on both grids are calcu_lated frorp plant averages
in o6 | EYor | EY 08 | FY 07 of non-grid cattle, which alsg experlenced an increase in Yield
Percent) YTD YTD YTD YTD Grade 4 and 5 carcasses, grid dlscouqts from thqse carcasses
- were actually lower on the Market grid and minimally larger
Yield 64.02 64.03 64.31 64.56 on Base grid carcasses. ¢
Prime 2.59 3.07 0.69 1.83
Choice 55.10 60.10 47 .41 46.20 3
CAB 043 514 847 221 %gBYgl:aI;_ISIOx;d age verified premium on
NAB - 6.03 744 1.19 1.56 qualiﬁedrc):a}‘;tle. Eligi%le cattle I%lust be shigped from a
Black Hided 75.07 76.04 64.09 °9.16 feedyard that is an approved supplier of a USDA cer-
Ungraded 2.82 25N 3.33 496 | tified supplier program. USPB members who want to
Hard Bone 0.64 0.88 0.86 0.86 | deliver age verified cattle should call our office at 866-
YG1 6.30 4.35 | 10.04 7.62 | 877-2525 for information on how to qualify and sched-
YG2 31.33 27.15 37.04 34.52 ule those cattle.
YG3 45.65 48.55 41.01 42.03 | v'You can visit USPB’s web page to identify Qualified
YG4 14.72 17.25 10.78 13.69 Custom Feedlots who are approved to deliver age veri-
YG5 2.01 2.70 1.13 2.15 | fied cattle.
Light Wt. 0.28 031 0.14 023 | Y'USPB has unitholders’ delivery rights available for
Heavy Wt. 195 253 138 226 le‘:a_se at $5 per head to members who want to deliver ad-
QG Premium | $11.96 | $19.37 | $8.60 | $a.30 | Jitional cattle ¢
Yield Benefit | $10.63 | $11.92 | $11.03 | $11.22 USPB Non-Conditional Unit Trade Report
YG P/D -$5.25 -$6.24 $0.91 $0.84
OW Discount| $2.92 | -$3.72 | $2.10 | -$3.46 FY 2007 December
- Trades Trades
S/H Premium | $1.13 | $1.12 | $2.86 | $3.00 -
AV Premium | $0.36 | $0.60 | $0.09 | $0.16 | |¥#Units Traded 34,787 23,187
Total Prem. | $15.91 | $23.05 | $21.39 | $16.06 Ave. Price/Unit $131.18 $129.87
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