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IT ALL STARTS

HERE
Whether we are talking about Darigold’s founding as a farmer-owned
dairy cooperative 95 years ago or the dairy products we produce today,
it all begins before sunrise on the farm with the daily ritual of tending and milking dairy cows. The heartbeat of work on a dairy farm
provides the foundational rhythm for everything we do at Darigold.
KEEPING OUR DARIGOLD BRAND PROMISE.
KEEPING OUR PROMISE OF COOPERATIVE SOCIAL RESPONSIBILITY.
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n this, Darigold’s second CSR Report —
which we are calling Cooperative Social Responsibility
to highlight our structure as a farmer-owned
cooperative — we have tried to bring to life our
experience on our sustainability journey. Our promises
are important to us: To ensure the Darigold brand
experience for all of our customers, and to continuously
improve our environmental and social responsibility
efforts. As part of keeping those promises, in this
report we disclose data on our performance, provide
a transparent discussion of the environmental, social,
and economic challenges and opportunities of our
business, and summarize our goals for the future.
In addition, we share the essence of who we are —
stories from the lives of Darigold’s producer-owners
and their families, insights into our processing
employees, and personal perspectives about our operations
and products. While we have much farther still to travel,
we are excited to share the progress we have made.
A BOU T T H IS RE PORT

Our first CSR report
summarizing performance
through December 31, 2009
was released in 2010. This
report covers the two
calendar years 2010 and
2011. It has been designed
to be generally aligned
with Level B of the Global
Reporting Initiative (GRI)
G3.1 Guidelines, including

the Food Processing Sector
Supplement. The CSR
performance data include
the full range of material
economic, environmental,
and social impacts for all
Darigold production
facilities and internally
managed transportation.
We also describe some
programs and initiatives
with our dairy producers,

although the comprehensive
summary data in this report
do not cover anything
outside our organizational
boundaries. In performing
calculations, we have
attempted to follow GRI
protocols and those
emerging as recommended
standards within the dairy
industry. We have made
significant efforts to ensure

the accuracy of this
information but it has not
been audited and is not
guaranteed. This report is
not intended to be a
solicitation or advertisement
for the sale of Darigold
products, does not include
specifications, characteristics, uses, or benefits of our
products, and cannot be relied
upon for such purposes.
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AT DARIGOLD
NOURISHING THE WORLD’S
FAMILIES WITH HIGH QUALITY
DAIRY PRODUCTS IS OUR
ULTIMATE PURPOSE.
From our Northwest Dairy Association (NDA) farmer-owners to our Darigold
employees, we all feel a great deal of personal pride in the fact that we are helping
to nourish the world. Milk is one of nature’s most nutritious products, satisfying all the nutritional needs of an infant mammal and effectively contributing
to health and vitality throughout the entire human lifecycle. At Darigold, helping to nourish the world is one of our core promises. It goes hand-in-hand with
our brand promise — our commitment to quality, taste, value, and service that
customers have been experiencing with satisfaction every day for nearly a century. And both of these promises are integrated with our more recent promise
to be a leader for our industry in economic, social, and environmental responsibility.
This report shares the progress we
have made in our CSR efforts since
2010, when we published our first
CSR report. Much has been learned
and accomplished over these past
two years. We have been steadily
driving continuous improvement in
our processing facilities and on our
farms. On a per-unit basis, we have
lowered our CO2 emissions from
electricity and natural gas in our
plants by 5.4%, achieving our goal
of 5%. We’ve reduced our consumption of water per unit of production
by nearly 12%, well ahead of our target. We were honored to be chosen
by the Innovation Center for U.S.
Dairy as the nation’s Outstanding
Dairy Processing and Manufacturing Sustainability award-winner.
One of our farms — the Werkhoven Dairy — was selected as the
Outstanding Dairy Farm Sustainability award-winner. Another, the
George DeRuyter & Son Dairy, was
selected as an Honorable Mention in
the Dairy Farm Energy Management category, and board member
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Bill Wavrin received the Yakima
Regional Clean Air Agency Award
for his leadership in their air quality work. This recognition highlights
the commitment and intensity that
we are investing in our CSR work.
Consistent with our strategy, our
sustainability efforts are extending
throughout our entire value chain
and into virtually every aspect of
our operations. Our focus on safety
performance is sharper. At all our
facilities, we have created Energy
Management Teams and Environment, Health, & Safety (EH&S)
teams. Our recycling is up and our
waste is down. We are driving significant breakthrough innovations
in our products, packaging, and
processes. Many innovations have
required collaboration of people
across our entire company and with
our suppliers. These breakthroughs
have made our environmental footprint smaller, reduced our costs,
improved labor efficiency, and helped
secure additional business — reflecting the win-win-win approach to
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sustainability that we believe in.
We are also actively supporting The
Innovation Center for U.S. Dairy’s
goal of achieving a 25% reduction
in carbon emissions across the entire
farm-to-table dairy industry by 2020.
We are ahead of pace for us delivering on that goal for Darigold. These
kinds of initiatives, across every part
of our value chain, reflect our strategic commitment to “cooperative
social responsibility.” Achieving
both continuous improvement and
critical breakthroughs in our CSR
efforts helps us drive better overall economic performance to better
support our farmer-owners and create a stable, sustainable future for all
our stakeholders.
Making these kinds of CSR-focused
improvements is a continual learning
process. In a few rare cases within the
past few years, despite our best efforts
and our significant improvements,
Darigold stumbled and inadvertently fell short of our intentions.
We are working diligently to learn
from these incidents and to prevent

any errors or potential regulatory violations in the future. We have hired
a Director of Environmental Compliance to help us continue working
toward our goal of 100% compliance.
Additionally we have assigned Environmental Managers to every plant
to support our environmental goals.
On our farms, good stewardship
of the environment and care of our
animals is part of our farmer-owners’ DNA. Many have been operating
family farms for generations. In the
Pacific Northwest we have the good
fortune of having a much lower carbon footprint per gallon of milk than
most other geographic areas of the
country. Our farmers are also leading the way with a range of exciting
projects, from methane digesters to
energy management technologies to
conversion of manure into beneficial
soil amendments and peat moss alternatives. Our farmer-owners are also
engaged with the national Farmers
Assuring Responsible Management
(F.A.R .M.) program, conducting animal welfare evaluations that

document our animal care practices
and communicate our producers’ performance and best practices. These
independent reviews reveal that our
farmer-owners are performing well
within the national benchmarks for
animal care.
Finally, a critical underpinning of
our ability to keep our promises is
the financial stability of our producers. Dairy farmers have experienced
extremely difficult economic conditions for the past several years, with
more than a few being forced into
bankruptcy. Given the volatility of
feed costs and global commodity
markets, a producer can do everything right and still not survive
economically. Imbalances in supply
and demand and the resultant pricing
fluctuations can mean prices drop
below the cost of production. Dairying is a capital-intensive business, and
without fair and reasonable financial security it is hard for producers
to continue to invest. Over the past
four years Darigold has been working
to support and provide stability for

our farmer-owners through a myriad
of internal management actions and
by joining the coalition led by the
National Milk Producers Federation
to modernize national dairy policy.
If you look back to where we were
50 years ago, we have made dramatic
reductions in the natural resources
required to produce one gallon of
milk. We are keenly aware that even
more is expected of us in the future,
and we are happy to share with you
here the story of our continuing
progress. We invite you to review our
strategic goals, challenges, and initiatives and to join us in an ongoing
dialogue about how we can continue
keeping our cooperative’s promise to
all our stakeholders.

Jim Wegner
President and CEO
Jim Werkhoven
Chairman of the Board
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BEGINNING COOPERATIVELY
In 1918, five Puget Sound cooperatives joined forces to create the United
Dairyman’s Association to cope with the national crisis of plummeting
dairy prices and no market for their milk. Owning the processing plants
gave farmers the means to process the milk they produced and establish a
market for their products. Darigold was formed as a wholly-owned subsidiary of the cooperative to process and market our member-owners’ milk.
The economic health and survival of our farms and our cooperative has long
been tightly linked to the turbulent forces of national and global markets.
Then as now, our farmer-owners and our cooperative have been coping
with volatile feed and milk prices, balancing supply and demand, building processing capability, creating a secure market for our producers’
milk, continuously improving the effectiveness and efficiency with which
we provide nutritious products to nourish families around the world,
and finding new ways to create value for our producers and society.

THRIVING COOPERATIVELY TODAY
Our more than 500 farmer-owner
families in Washington, Idaho, Oregon, Montana, Utah, and northern
California produce over 20 million
pounds of milk daily, transporting it
to Darigold’s 12 plants for processing by our 1,400 employees. Our
milk, cream, yogurt, sour cream,
cottage cheese, and other consumer products are shipped to local
communities for retail sale or food
service, and our ingredients products are shipped globally to Mexico,
Canada, South America, the Middle East, China, Japan, Thailand, the
Philippines, and Indonesia. Darigold
consumer products are sold under
the Darigold brand, as well as under
private label names for many corporate customers, and our ingredients
provide nutritional value to a broad

range of food products. We are the
fifth largest dairy co-op in the U.S.
and, by gross revenue, the largest privately held corporation in the state of
Washington. Our headquarters are
in Seattle, WA.
Darigold has been continuing our
systematic expansion further into
national and global markets. In December 2009, Darigold acquired the assets
of Cornerstone Dairy in Honolulu,
Hawaii to increase Darigold’s presence
in the Hawaiian marketplace, retaining
the founder as the facilities manager. In
August 2010, the Montana cooperative
Country Classics Dairies, LLC merged
into Northwest Dairy Association, the
parent farmer-owned cooperative of
Darigold, facilitating our expansion
in the intermountain area. Additionally, in November 2010, Darigold’s

subsidiary Intermountain Dairy, LLC
acquired the assets of Cream O’Weber
Dairy. After attempting to make that
operation viable for almost a year, we
wound down our operations there
and began leasing out a portion of the
plant, where it is now using milk permeate to create a value-added product.
In FY2010 and FY2011, Darigold had $1.66 billion and $2.07
billion in sales respectively. As a
cooperative, Darigold’s vision is to
consistently increase the long-term
value we provide to our producerowners, employees, and customers.
We distributed 17.2% cash on equity
to member-owners in FY2011, and
20.5% in FY2010. This steadfast
commitment to our producer-owners’
economic health is a vital component
of our approach to sustainability.

Today, Darigold plays a strong leadership role in the dairy
industry. We are active in regional and national dairy industry
sustainability initiatives. NDA/Darigold’s Board members serve on
a number of industry boards and sustainability-related committees.
12
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S I X I NAUGU R A L SUSTA I NA BI L I T Y W I N N E R S – S EV E N I F YOU C OU N T T H E PL A N ET!

AWARDS
AND RECOGNITION
Darigold is honored to have received
five significant awards since our first
CSR report: 1) Winner, 2012 Innovation Center for U.S. Dairy Award
for Outstanding Dairy Processing
and Manufacturing Sustainability
2) McDonald’s Corporation 2012
Best Sustainable Suppliers for Darigold’s Web-Based Animal Well-Being
Survey 3) Winner, 2012 Innovation
Center for U.S. Dairy Award for Outstanding Dairy Farm Sustainability
(to Werkhoven Dairy) 4) 2011 Service
Provider Award from Food Services of
America’s Seattle branch for highest
number of cases sold and best order
fill rate 5) 2012 Excellence Award
from the Yakima Regional Clean Air
Agency to NDA Board member Bill
Wavrin, Sunny Dene Ranch.

ENGAGING OUR
S TAKEHOLDER S
Given the volume of products we sell
and their reach across the human lifecycle, we touch millions of people,
creating visible and invisible ripples.
Most apparent are our customers and
consumers — kids who start their
day with milk on their cereal, chefs
reliant on Darigold’s high quality

14
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products in gourmet dishes, sports
teams running to get their chocolate
milk replenishment after games, food
processors using our dry ingredients
in nutritional bars, smoothies, or
infant formula, athletes using Refuel
for post-workout recovery, and the
list goes on.
But beyond our nourishment of
millions directly, Darigold, and the
dairy industry as a whole also creates
a number of significant environmental, social, and economic impacts,
both positive and negative. A first
step in reducing negative impacts
and identifying opportunities for
improvement is identifying stakeholders and learning what impacts
and issues they consider most
important. These, together with our
business priorities, shape our sustainability initiatives and what we report.
Darigold stakeholders most
directly and significantly affected
by our products and operations
include: Corporate customers, consumers, producers, employees, our
farms’ labor force, rural communities
surrounding dairy farms, communities near our processing plants, and
legislative bodies regulating our production, processing, transportation,
and marketing activities.
Though we already have in place
several well-established stakeholder
engagement practices, we are committed to even more formally
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developing that process. Our current
practices already include:
■ Collaborative communication processes with producers, consumer focus
groups, neighborhood advisory councils, labor unions, and trade associations.
■ Participatory meetings with state
and national regulators and industry associations.

SNAPSHOT OF DARIG OL D STATISTIC S

FY10

FY11

Member-owners
Total Pounds of Milk Processed
Converted Units of Consumer Products Sales
Pounds of Ingredients Division Sales
Number of Employees

509
7,941,000,000
319,531,000
683,213,000
1,676

547
8,151,000,000
362,865,000
756,455,000
1,487

H E LPING OU R FARME R - OWN E RS
SU RVIVE E CONOMICA L LY

Darigold, NDA’s whollyowned subsidiary, operates
seven Consumer Products
plants and five Ingredients
Division plants.

FY05

FY06

FY07

FY08

FY09

FY10

FY11

$2.0

$2.3

$6.0

$24.2

$57.5

$50.2

$44.4

Total Incremental Cash Payments
$0.03
Above the Milk Price Per-Hundred-Weight

$0.03

$0.08

$0.31

$0.73

$0.68

$0.60

Cash/Average Equity %

2%

5%

14%

26%

21%

17%

Total Incremental Cash Payments
Above the Milk Price ($million)

PLANT

Boise, ID
Bozeman, MT
Issaquah, WA
Medford, OR
Portland, OR
Seattle, WA
Spokane, WA

2%

Caldwell, ID
Chehalis, WA
Jerome, ID
Lynden, WA
Sunnyside, WA
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OUR CSR IMPACTS, RISKS,
AND OPPORTUNITIES ACROSS
THE DAIRY LIFECYCLE

Our stakeholders’ and business priorities regarding impacts, risks, and opportunities for each major step in the
dairy production life cycle are outlined below. At the big picture level, sustainability issues are likely to increasingly pressure us: Economic instability in feed and milk prices, modern agriculture’s impact on climate change,
water scarcity and quality, availability of arable land, biodiversity loss, animal welfare, employee engagement, food
safety and security, and fewer young people entering the dairy business. Importantly, many of these challenges also
represent opportunities for cost reductions or exciting innovations — for example, cost savings from energy conservation, waste reduction and process efficiencies, the superior nutritional value provided by dairy products per
pound of carbon relative to other beverages and food ingredients, new approaches to cow feeding that reduce carbon emissions, and deeper, more satisfying employee engagement.

FE E D PRODUCTION

SU PPLY CH AIN AN D

DAI RY PRODUCTION

PRO CE S SING

RETAI L

CONSU M PTION

H AU LING/ DIST RI BU TION

GHG emissions

Animal care

Water scarcity

GHG emissions
from cows

Fertilizers’ and
agricultural chemicals’
potential impacts

Manure/Nutrients

Biodiversity effects
Soil depletion

Biodiversity effects
Worker status
and conditions
Air quality

GHG emissions
from electricity
and natural gas

Environmental and social
impacts in the ingredients
supply chain

GHG emissions
from refrigeration
and lighting

Nutritional value

Waste to landfill

Energy use/GHG in supply
chain: energy and refrigerants

Packaging waste
Food waste

GHG emissions
from energy use
and refrigeration

GHG emissions
from consumer travel
to retail outlets

Specialized nutritional
and performance
enhancements

Packaging materials
Noise

Packaging materials,
percent of virgin materials

Employee satisfaction
and engagement

Materials waste
GHG and air emissions
from transportation and
onboard refrigeration

Deepening relationships
with customers

Water quality
Rural communities’
economic and social
well-being

Food waste

RE FL E CTIONS ON

RE FL E CTIONS ON

RE FL E CTIONS ON

RE FL E CTIONS ON

RE FL E CTIONS ON

RE FL E CTIONS ON

DA RIG OL D ACTIONS

DA RIG OL D ACTIONS

DA RIG OL D ACTIONS

DA RIG OL D ACTIONS

DA RIG OL D ACTIONS

DA RIG OL D ACTIONS

The dairy supply chain
begins with growing crops
to feed dairy cows. Cows
primarily eat corn, alfalfa,
and soybeans – but they
also, through their special
“magic”, convert agricultural by-products such
as almond hulls and discarded apples that would
otherwise be destined for
a landfill into nutritious
food. Their manure is
carefully recycled as nutrients back onto agricultural
fields, reducing the need
for oil-based fertilizer.

The Pacific Northwest has
among the healthiest cows
and highest quality milk
in the country. In addition, our PNW cows are
almost 15% more productive than the national
average, and thus have a
nearly 15% smaller carbon
footprint. Water is
re-used in a down cycling
process six to eight times
on our dairies, and our
members’ 4,000 full-time
farm workers with middle
class family wages support the economic and
social vitality of rural
communities.

We produce not just fluid
milk products but also cheese,
yogurt, powdered milk, and
milk nutrients. We built up
our sustainability-related
staffing and infrastructure
since 2009. This helped us
improve our environmental
compliance. Our continuous improvement efforts
focused on both energy and
water conservation are ahead
of schedule for reducing consumption by more than 25%
from 2009 to 2020. Our
1,400 high-wage manufacturing jobs support families and
the regional economy.

We distribute our products
worldwide via trucks, rail,
ships, and air, with a dedicated logistics department
working to reduce costs,
time, and environmental
impact.

We use both paperboard
and plastic packaging, and
over the past three years
vigorous collaboration
and re-design efforts have
enabled us to reduce total
volume of packaging by
more than 600,000 pounds
per year, saving nearly
$500,000 annually.

Dairy products provide
18% of the total protein
Americans receive
annually, along with nine
essential nutrients for
growing children, recovery
fuel for high performance
athletes, and a wide range
of specialty nutrition for
consumers across the
entire human lifecycle.
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In 2011, for example,
continuous improvement
work that included re-routing
efforts and payload improvements resulted in eliminating
71 trucks and trailers from
our fleet and achieving
more than $100,000
per month in savings.

Darigold products are
sold in 12 western states
and eight major regions
around the globe, and we
supply almost all the major
grocery store chains and
many food processors both
locally and internationally.
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CSR PERFORMANCE HIGHLIGHTS + GOALS
ENVIRONMENTAL STEWARDSHIP

The Global Reporting Initiative (GRI) is the de facto global standard for sustainability reporting.
The GRI Performance Indicators in this table refer to specific indicators within GRI’s latest G3.1 Guidelines.

GRI PE RFORM ANCE IN DICATORS

2010 -2011 C SR PE RFORM ANCE G OA LS, DATA , AN D ANA LYSIS

FU T U RE G OA LS A N D IN ITI ATIV E S

(EN4) Electricity consumption (total and per unit)

Goal 2010-2011: Continue reducing electricity consumption per unit by 2.5%/year.
G O A L A C H I E V E D 5.1% reduction in electricity consumption per unit.
Total electricity consumption increased nearly 17% from 170,843,140 kWh in 2009
to 199,723,022 kWh in 2011 (production volume increased over 23%).

Goal 2013: Electricity consumption per unit
will be 12% below 2008 levels. By 2020,
reduce electricity consumption per unit
by 25% from 2008 levels.

(EN4) Natural gas consumption (total and per unit)

Goal 2010-2011: Continue reducing natural gas consumption per unit by 2.5%/year.
G O A L A C H I E V E D 5.8% reduction in natural gas consumption per unit. Total
natural gas consumption increased by 16% (7% less than our production volume
increase) from 1,958,141 MMBTU in 2009 to 2,272,230 MMBTU in 2011.

Goal 2013: Natural gas consumption per unit
will be 12% below 2008 levels. By 2020,
reduce natural gas consumption per unit
by 25% from 2008 levels.

(EN16) Energy-related CO2 emissions (total and per unit)

Goal 2010-2011: Implement an Energy Management System.
G O A L A C H I E V E D ISO 50001-based system implemented with corporate-wide
and plant-based Energy Teams.
Goal 2010-2011: Continue reducing energy-related CO2 emissions per unit 2.5%/year.
G O A L A C H I E V E D 5.4% reduction in CO2 emissions per unit.
With production volume increasing 23.2%, total CO2 emissions from energy
consumption increased 16.4% from 219,365 to 255,546 metric tons.

Goal: Darigold will continue playing a leadership
role in helping the dairy industry achieve a 25%
reduction in CO2 emissions by 2020.
Goal 2013: CO2 emissions per unit will be 12%
below 2008 levels. By 2020, reduce CO2
emissions intensity by 25% from 2008 levels.

(EN29) Fleet fuel consumption
(EN18) Payload efficiency
(EN29) CO2 emissions from all fleet operations

Goal 2010-2011: 3% improvement in fuel efficiency per-unit-transported/year.
G O A L A C H I E V E D Our fleet MPG worsened from 5.39 in 2009 to 5.18 in
2011, but our average payload increased; our measurement system was not
fully developed, but as a result of our re-routing efforts and payload improvements,
we removed 71 trucks and trailers from the fleet. We consumed 1.71 million gallons
of diesel fuel in 2010 and 1.49 million gallons in 2011, emitting a
combined two-year total of 32,333 metric tons of CO2.

Goal 2013: Diesel fuel consumption perunit-transported will be 3% below 2011 levels.
By 2020, we are taking on the significant
“stretch” goal of improving diesel fuel use
per-unit-transported by 25% compared to 2011.

(EN8) Freshwater consumption (total and per unit)

Goal 2010-2011: Reduce water use/unit by 2.5%/year from 2009 baseline.
G O A L A C H I E V E D 11.9% reduction per unit, from .77 to .68 gallons.
Total volume of water consumption increased 8.5% (compared to an
increase in production volume of 23%), to 794.8 million gallons.

Goal 2013: Water consumption per
unit will be 12% below 2008 levels.
By 2020, reduce water consumption intensity
by 25% compared to 2008.

(EN21) Wastewater discharge (total and per unit)

Goal 2010-2011: Reduce wastewater/unit by 2.5%/year from 2009 baseline.
G O A L ACHIEVED 4.7% wastewater reduction per unit. Total wastewater
increased 17.4% to 1.21 billion gallons (with product volume increase of 23%).

Goal 2013: Wastewater per unit will be 12%
below 2008 levels. By 2020, reduce wastewater
intensity by 25% compared to 2008.

Waste

(EN22) Waste to landfill

Goal 2010-2011: Reduce waste to landfill or incinerated without energy
recovery by 5% year.
G O A L A C H I E V E D About 50% of waste is diverted into recycling systems.

Goal 2013: Reduce waste by 5% per year.
Achieve zero waste to landfill by 2020.

Environmental Management

(EN26) EMS system establishment at all processing plants

Goal 2010-2011: Develop mechanisms for monitoring and reporting compliance
using operational EMS and EMS scorecards in 100% of facilities.
G O A L A C H I E V E D We have rigorous EMS monitoring in every plant.

Goal 2013: Establish robust data management
system regarding Notices of Violations.

Animal Well-Being

(FP9-13) Number of farmer-owners with completed
F.A.R.M. animal well-being surveys

Goal 2010-2011: Evaluate farms accounting for at least 70% of total milk supply.
G O A L A C H I E V E D By early 2012, we had surveyed 55% of our farms
(302 members) accounting for 72% of our milk supply.

Goal 2013: More than 95% of our milk will have
been surveyed utilizing the National Milk Producers
Federation’s F.A.R.M. (Farmers Assuring
Responsible Management) Animal Care Program.

Supply Chain Management

(FP1) Percentage of packaging supplier spend meeting
sustainability expectations

Goal 2010-2011: Establish strong CSR expectations for suppliers.
G O A L A C H I E V E D 33% of packaging supplier spend was with companies who
had ongoing, measurable sustainability programs based on scorecards we completed
during our supplier summit that included 10 of our top packaging suppliers.

Goal 2013: 50% of controllable packaging spend
meets sustainability expectations as reflected on
our scorecard.

(EN1) Pounds of material used for packaging

Goal 2010-2011: Reduce plastic, paper, and corrugate needed each year
through innovation and redesign.
G O A L A C H I E V E D We eliminated an annualized total of more than 608,000
pounds of plastic and corrugate.

Goal 2013: Reduce plastic, paper, and
corrugate by an additional annualized total
of 500,000 pounds above and beyond the
reductions already in place.

Energy

Energy in Transport

Water

Packaging
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CSR PERFORMANCE HIGHLIGHTS + GOALS
ECONOMIC PROSPERITY

The Global Reporting Initiative (GRI) is the de facto global standard for sustainability reporting.
The GRI Performance Indicators in this table refer to specific indicators within GRI’s latest G3.1 Guidelines.

GRI PE RFORM ANCE IN DICATORS

2010 -2011 C SR PE RFORM ANCE G OA LS, DATA , AN D ANA LYSIS

FU T U RE G OA LS A N D IN ITI ATIV E S

Economic Performance

(EC1) Direct economic value generated and distributed

Goal 2010-2011: Provide a secure market for our owners’ milk expressed as
achieving and maintaining investment gradable borrowing status.
G O A L A C H I E V E D Investment gradable status earned.
Goal 2010-2011: Maximize value delivered to owners expressed as
incremental cash as a percentage of total equity.
G O A L A C H I E V E D Cash Payments/Average Equity FY2010: 20.4%;
FY2011: 17.4%. More broadly, Darigold generated $1.66 billion in sales in
FY2010 and $2.07 billion in FY2011.

Goal: Continue providing a secure market for our
owners’ milk, maximizing value delivered to owners,
and generating and distributing direct economic
value throughout the Pacific Northwest.

COMMUNITY/SOCIAL RESPONSIBILITY

GRI PE RFORM ANCE IN DICATORS

2010 -2011 C SR PE RFORM ANCE G OA LS, DATA , AN D ANA LYSIS

FU T U RE G OA LS A N D IN ITI ATIV E S

Goal 2010-2011: Continue to produce superb quality milk.
G O A L A C H I E V E D 12% of producers had 100% perfect scores for the entire
year, 33% more scored near-perfect, and 100% of producers scored at least
double the minimum USDA requirement for milk quality.
Goal 2010-2011: Two new products in Health & Wellness category
GOAL ACHIEVED 11 of 12 (92%) of our new products met
our Health &Wellness criteria.
Goal 2010-2011: Engage our CSR platform with all top tier customers;
develop 2 initiatives with 2 different top tier customers based on CSR platform.
GOAL NOT ACHIEVED Multiple initiatives were undertaken but none
have been well-advanced.

Goal 2013: Continue to expand Health & Wellness
product offerings; develop 2 initiatives with 2 different
top tier customers based on CSR platform. Longer-term
goal that Darigold-customer CSR connectivity becomes
a strategic asset.

(LA7) “Total Incident” and “Lost-Time” safety rates

Goal 2010-2011: Reduce Total Incident Rate (TIR) to 6.0/200,000 hours
and Lost-Time Injuries Rate to .55/200,000.
GOAL NOT ACHIEVED FY2010 TIR: 7.24; FY11: 8.12; FY12: 6.12.
Lost-Time Injuries Rate: FY2010: 1.52; FY11: 1.39; FY12: 1.42.

Goal 2013: Reduce both lost-time and total incident
rates by 25% from previous fiscal year. Ultimate goal
is zero lost-time injuries and continuously decreasing
total incident rates.

(LA10) Leaders and managers participating
in formalized leadership development program

Goal 2010-2011: Deliver and assess leadership development programs.
G O A L A C H I E V E D 340 leaders participated in the Leadership
Development Commitment program; executive and senior leaders
participated in assessments, leadership development, and team
building. Assessments of quality and impact were conducted.

Goal 2013: 100% of leaders and managers
have participated in progressive leadership
development initiatives.

(LA10) Employees participating in training

Goal 2010-2011: Provide targeted employees with Darigold Brand Promise
session and Environmental Management System training.
G O A L A C H I E V E D More than 500 employees were trained in brand
promise and over 1,500 were trained in environmental management.

Goal 2013: 1) Roll out “Alchemy Program” training,
compliance and management system-specific to industry,
covering safety, compliance, environment, quality, HR and
operations; 2) 100% of all managers and frontline
employees will be trained in harassment prevention.

(LA11) Producer on-farm CSR education
and other self-development modules

Goal 2010-2011: Develop additional on-farm security/food safety,
environmental, energy conservation, and farm labor relations modules.
Create awareness among producers of principles and benefits of CSR.
Begin producer outreach; hold visioning and education sessions for
Board members as well as education sessions for farmer-owners.
G O A L N O T A C H I E V E D Postponed to 2014.

Goal: 100% of NDA producers will have received
educational materials about CSR. Producers will gain a
better understanding and appreciation of CSR issues
including field, fuel, water conservation, and
environmental stewardship.

(EC1) Financial and in-kind contributions

Goal 2010-2011: 1) Develop a formalized strategic giving program;
2) Encourage and support volunteerism in the corporate culture
to increase the value of Darigold’s contribution to our communities
and enrich the quality of worklife for our employees.
G O A L N O T A C H I E V E D Substantial work was undertaken but the
formalization and measurement have not yet been fully completed.

Goal 2013: 1) Continue to develop Darigold’s Community
Investment Strategy and infrastructure; 2) Coordinate,
improve, and document processes to promote employee
participation in community events and volunteerism;
3) Create community giving page on Darigold’s intranet
that contains information on ways employees can give back;
4) Investigate strategic partnerships that could help
facilitate community giving.

Product Responsibility

Safety

Training and Education

Community Giving
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nourishing the world
environmental stewardship
animal care
sustaining the fabric of rural america

THE WORLD OF OUR DAIRY PRODUCERS
Darigold’s producers — the 500+ members of the Northwest Dairy Association
(NDA) co-op who collectively own Darigold — are each unique entrepreneurial business owners. They run their businesses as they see best, hold divergent
views, face different challenges, and solve problems on their own. In the midst of
this diversity, though, they share a number of common bonds about why they
have chosen to be dairy farmers. These bonds unite them, creating the enduring warp and weft that characterize the true tapestry of dairying. We share
here four of the strongest common threads: Nourishing the world, environmental stewardship, animal care, and sustaining the fabric of rural America.
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NOURISHING THE WORLD
NDA producers send nearly one billion gallons of milk to processing plants every year, each gallon full of protein,
minerals, critical amino acids, and vital nutrients. Fully 18% of all the protein Americans receive each year comes
from dairy. NDA producers consistently deliver superb quality milk day in and day out, year after year. In both
2010 and 2011, 100% of our NDA producers exceeded the basic federal food safety guidelines for milk quality. Going
beyond these minimums, our producers instead are focused on meeting the highest levels of NDA’s own comprehensive milk quality standards. These standards include evaluations of bacteria counts, leucocyte scores (somatic
cell counts), standard plate counts, fat content, protein content, mineral profiles, and the absence of antibiotics,
nitrates, heavy metals, and a pesticide platform that checks for 316 different compounds. In 2011, an extraordinary 12% of our producers scored a perfect 100% for the entire year on these elite standards, and an additional
33% earned the equivalent of A+. All of our producers averaged better than twice as good as current federal regulatory requirements for Grade A pasteurized milk. Each serving of dairy costs consumers less than 25 cents, and
over the last four generations dairy producers have helped Americans go from spending 25% of their disposable
income for food to now spending less than 10%. This performance — nourishing the world, safely, day in and day
out, with the highest levels of quality, inexpensively — is at the heart of what our dairy producers are all about.

ENVIRONMENTAL

STEWARDSHIP
In addition to nourishing the world,
our producers also share a fundamental commitment to achieving
environmental sustainability. Farmers, in many ways, can be considered
the first environmentalists. Multigeneration farm families have been
preserving the land and water under
their care for decades. With the everincreasing pressures on our natural
systems, this commitment to environmental sustainability is more
important now than ever before. In
the U.S. alone, for example, we collectively consume nearly one billion
meals every day — thus it is imperative the natural resource demands
inherent in that consumption be
managed sustainably. Fortunately,
our producers are committed to
this and have a long track record of
achieving ever-better environmental performance. The dairy industry
produces more food today with far
fewer resources than ever before,
in essence, the definition of progress toward sustainability. Today, for
example, we use 90% less cropland to
feed our cows than we did 60 years
ago. Based on improvements in cow
nutrition and productivity, our animals produce 76% less manure per
gallon of milk. Per gallon of milk
produced, the dairy industry consumes 65% less water than we did in
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1944, with 63% lower carbon emissions. This improvement, and our
producers’ daily work at continuing
this trend, is vital for the sustainability challenge. Darigold and NDA are
playing a leading role with The Innovation Center for U.S. Dairy in the
industry’s efforts to drive down our
environmental impact. The dairy
industry has set an overarching goal
of collectively reducing CO2 emissions for the entire industry by 25%
by 2020, and at Darigold / NDA our
producers are front and center in
helping to make this a reality.
Jim and Andy Werkhoven, for
example, were recognized this past
year with the first-ever U.S. Dairy
“Outstanding Dairy Farm Sustainability” award for their path-breaking
work at building a methane digester
in collaboration with environmentalists, local Native American tribes,
and nearby farmers. The system produces enough energy each day to
power 300 homes while keeping the
air and water clean, protecting critical salmon streams, and creating high
quality compost (which the Werkhovens use to naturally fertilize their
fields and share with their neighbors).
Other producers have created similar
initiatives. George DeRuyter and his
son Dan built a methane digester on
their farm that produces 1,000 MW
per day and created a whole new
product line of composted fiber called
“Repeet™,” which replaces peat moss
for landscaping, thereby reducing net
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CO2 emissions and saving precious
peat bogs. Dan DeGroot led the way
in the Pacific Northwest in composting essentially all of the manure on
his 3,200 cow dairy. Dan uses compost for his own dairy, improving soil
tilth, reducing environmental impact
by using less commercial petroleumbased fertilizer and herbicide, and
creating improved cow comfort with
better composted bedding material.
He also sells his natural fertilizer
throughout the region, enriching both

rural and city landscapes. His
efforts have inspired more than 25
other local dairy producers to develop
significant new composting programs.
One of the concerns sometimes
expressed about large dairy farms
(like all large-scale animal operations) is that the environmental
impact from livestock concentration may be too great. In eastern
Washington, for example, some
community members are concerned
about EPA’s finding of high nitrate
levels in local soils and groundwater. In all these cases, the challenge
becomes understanding causes and
solving the problem. While some
might have been inclined to attribute
these high nitrate readings solely and
entirely to dairies, careful evaluation
revealed that the levels are high for a
wide variety of reasons. One primary
cause is that the area was home to
sugar beet farms 50 years ago, leaving a nitrate legacy problem. Other
causes include unlined abandoned

wells that are conduits to underlying
aquifers, many local septic systems in
poor repair, and heavy fertilizer use.
While we should take action to correct all these causes, dairymen have
been actively working to do their
part, pursuing better agronomic
application of nutrients, being more
careful about containing all nutrients, using pump back stations,
planting cover crops in the winter to
reduce soil erosion, preventing runoff and leeching, and soil testing
more regularly. These efforts have
been part of the rapid learning and
development path our dairy producers embrace. Recent research has
even shown that for some of our dairy
farms, nitrate levels before the dairies
began were higher than they are now
after the dairies have been in operation
for 10 years.
Most broadly, our producers are
acutely aware of the challenges of
large-scale operations and are implementing sophisticated steps to manage

these risks at a higher level of environmental performance than is likely to
be achieved if we farmed only with
small operations, leading to many
more potentially less well-controlled
point sources of pollution. Essentially
all NDA producers have nutrient
management plans for managing all
their manure. Almost all of our producers live on their farms with their
families, making their environmental commitments highly personal.

ANIMAL CARE
Our corporate customers and
consumers ask — and our dairy producers want to assure — that dairy
animals are well cared for and that
their food is derived from ethical and
humane practices toward animals.
For our dairy producers, this concern, and any public skepticism about
animal treatment, sometimes come
as a surprise, because a commitment
to animal care is so fundamentally

obvious to and such a core priority
for dairy farmers. Our producers
can’t even imagine it any other way.
NDA producers are caretakers of
their animals, and assuring cow
comfort and health is their bedrock
foundation. Every day, with their
employees and veterinarians, with
their feeding programs and bedding
improvements, their record keeping
and individual cow assessments and
monitoring, our producers live and
breathe the health and well-being
of each of their animals. To help
everyone better understand their
efforts, Darigold producers are
sharing more with our customers
and the public about their commitment and their substantive actions
to ensure animal well-being.
At NDA, we began these assurances
and communication efforts in 2008
by building our own extensive animal
care evaluations, in-depth assessments of every major area of animal
care and well-being. The majority of
our producers performed terrifically.
In fact, McDonald’s chose Darigold/
NDA as a winner of their Sustainable Supply award because a panel of
McDonald’s executives and external
experts, including Business for Social
Responsibility (BSR), Conservation
International, Food Animal Initiative (FAI), and World Wildlife Fund
(WWF) were specifically impressed
with the thoroughness with which
we implemented our web-based animal welfare evaluations and the high

performance of our producers in
these programs.
As we continued to dialogue with
interested stakeholders, though, it
became clear a national standard
would be more beneficial to the larger
dairy industry, rather than our own
customized evaluations. Therefore,
beginning in 2010, we transitioned
to the National F.A.R.M. (Farmers
Assuring Responsible Management)

55% (302) of our NDA farms, which
provide 72% of our total milk supply. The results of these evaluations
revealed the superb animal care
practices of our producers. In all the
primary categories — nutrition, handling of calves, water, herd health
plans, veterinary care, cleanliness,
managing sick or injured animals —
our producers employed a high level
of practice. As an additional benefit,

DAIRY PRODUCERS ARE
STEWARDS OF THE EARTH
IN THE MOST LITERAL SENSE.
THEY WANT CLEAN WATER,
CLEAN AIR, AND HEALTHY SOIL
FOR THEIR COWS AND
THEIR FAMILIES.
animal care evaluation process.
The F.A.R.M. program is a 105item audit checklist (in eight main
categories), developed by dairy
industry experts and the National
Milk Producers Federation, conducted on every farm by second
party evaluators and followed up on
a randomly-selected subset of farms
with independent third party verification. We set as our goal that by
the end of 2011, we would have completed these F.A.R.M. evaluations on
farms that account for at least 70% of
our milk supply. By early 2012, we
achieved this goal. We have evaluated

the reviews point the way for a producer to improve their practices in
any occasional secondary area where
they may be coming up short (e.g.,
developing written employee training plans or written emergency plans
for animal care needs in the event
of a natural disaster). The increased
documentation enabled by these
evaluations reveals what have been
dairy producers’ longstanding practices ensuring animal well-being. As
we look ahead, we have set a goal that
by the end of 2013 we will have surveyed farms that provide more than
95% of our milk supply.

CELEBRATING LEADERSHIP

Our NDA producers care about nature and are committed to
conserving and even restoring the natural environment that surrounds them and their families every day. Many
of their efforts go unrecognized, as dairy farmers work day in and day out responsibly running their dairy
operations. But more and more, our producers are being celebrated for their conscientious efforts and leadership.
Dr. Bill Wavrin, for example, a Mabton, WA, NDA dairy farmer and veterinarian, was awarded the 2012 excellence
award from the Yakima Regional Clean Air Agency for his work throughout 2011. Wavrin and his brother, Sid,
operate Sunny Dene Ranch. Bill has taken a leadership role within their regional Clean Air Agency, working hard
to significantly reduce dairy air emissions by improving cow feed ratios with an eye toward reducing cows’ methane
production. Beyond the reductions this has achieved on his own farm, Bill also recommends these emission-lowering
feed ratios to his dairy clients throughout the northwest. Wavrin received the award for “thoughtful, professional
insight and leadership” in the agency’s Dairy Emissions Workgroup and its Pilot Project for the Air Quality
Management Policy for Dairy Operations. “The project is an example of how industry and government should work
together,” Wavrin said. And thanks to NDA producers like Bill, projects like these are becoming more and more
common, with increasingly greater benefits for the environment.

Darigold 2012 Cooperative Social Responsibility Report / ST E WA R D SHI P

29

SUSTAINING THE FABRIC OF RURAL AMERICA

Finally, as we strive to nourish the world while assuring environmental sustainability and
taking good care of our dairy animals, our producers are keenly aware it is imperative that
collectively we sustain the economic and social well-being of our rural communities. This commitment, held quietly and humbly by our producers and lived each day without great fanfare,
is a deeply shared conviction among all of them. Darigold and the cooperative passed through
to our dairy farmer-owners $1.1 billion in 2010 and nearly $1.5 billion in 2011 for all the milk
they produced, a significant financial infusion into rural economies that also generates a sizeable economic multiplier effect. Dairy jobs provide year-round, family wage incomes. Our 500+
dairy producers employ approximately 4,000 people full-time. Entry-level dairy employees typically earn over $30,000 per year and the average employee earns over $40,000 annually. Dairy
employees are able to use this reliable, year-round employment as the foundation from which to
create long-term financial stability and strong family and community bonds. This economic and

social foundation is the basis for the survival of dozens of communities throughout the Pacific
Northwest. More broadly, Darigold’s 1,400 manufacturing jobs in both rural and urban areas
across the northwest are also critical to the social and economic sustainability of our region.
Importantly, Darigold and NDA help support our farmers by being there for them during economic hard times. In 2010 and 2011 respectively, Darigold and NDA returned to producers 20%
and 17% return-to-equity, helping them successfully weather the challenging financial situation
stemming from the economic collapse of 2008-9. In addition, Darigold and NDA support and
sponsor our producers and their employees to receive various training opportunities, enabling
them to increase important skills and knowledge. In the end, nourishing people with high-quality
dairy products in ways that preserve the environment while taking great care of our animals
and providing our rural and urban employees with a long-term middle class life is in our view
the essence of “cooperative social responsibility.”

HOW SHOULD WE APPROACH ECONOMIC SECURITY FOR THE DAIRY INDUSTRY?

In 2009, the dairy industry ran
into a perfect storm of plummeting
milk prices and high input costs,
pushing our dairy farmers to the
absolute brink of survivability.
Hundreds faced personal disaster,
all suffered enormous economic
hardship, and many dozens were
forced into bankruptcy.
This was not a matter of poorly
run operations, risky decision-making, or a failure to prepare. This was
skyrocketing world grain prices,
plummeting world milk prices,
and exploding world dairy supply
all whipsawing dairy producers.
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The crushing hardship on families and communities from these
forces beyond their control was
heartbreaking and simply is not a
sustainable approach for dairying.
Everyone wants to see a reasonable approach to solving this
problem. On one hand, we cannot
have good dairy farmers going
out of business through no fault
of their own. Milk is too important to our nation’s nutritional
requirements and these are good
people doing steady, honest work
who should not suffer due to economic forces beyond their control.
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On the other hand, as a society
we don’t want to underwrite poor
performance, support irresponsible growth in supply, or encourage
unwise practices driven by badly
designed government incentives.
In this context, the National
Milk Producers Federation has
proposed a new approach. This
plan reorients federal dairy programs away from their historical
emphasis on milk prices toward a
focus on adequate margins. The
new proposed program essentially establishes insurance to
protect farmers’ incomes when

margins shrink dangerously low.
At the same time, to prevent steep
declines in milk prices or prolonged low-margin situations,
dairy producers would be required
to limit milk production for short
periods whenever the insurance
kicked in. This program would be
entirely voluntary.
The supply management feature
has caused some debate among
dairy farmers. But since the program is voluntary, those who
don’t want to participate don’t
have to. It is a fair approach to the
fundamental challenge, neither

requiring nor abandoning government support, neither supporting
misguided action on the farms
nor leaving solid performance to
be buffeted by uncontrollable economic factors.
From our perspective, this
National Milk Producers Federation plan is a clear win. Reorienting
dairy policy away from an emphasis on price to a focus on margins
deals with the wild price swings
that have plagued our industry
in recent years and supports fair
returns for well-run operations.
It is also a win for government

spending. In our view, the U.S.
has the best dairy producers in the
world. To maintain our milk supply and the producers who provide
it, we need a safety net that keeps
pace with the challenges facing
our industry. The current dairy
program is hopelessly out of date,
as the devastation in 2009 proved.
The bipartisan Dairy Security Act
offers the best hope for future stability. It provides fair, reasonable
protections for producers, assures
an abundant supply of milk for the
nation, and saves the U.S. taxpayer
millions of dollars.
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social foundation the dairy provided,
all three kids have excelled in school.
Omar, the oldest, is now an Honors
student at the University of Washington, and earned a summer internship
with Boeing. He recently had a paper
published articulating the American
dream inherent in his family’s story.
Omar is deciding right now between
graduate school in psychology or law
school. In either case, his intention is
to return to eastern Washington to
give back to his parents and his community. Omar’s brother and sister are
both currently in the top 5% of their
high school class. “We are happy.
Since my husband has been working
here, our lives are better,” Maria says
as she reflects on the quality of their
current life. “The work is satisfying
and we can plan and organize our
lives. Our kids will be having even
better lives than we have had, and
far better than they would have had
in Mexico. Your kids having a better
life — that’s what all parents want.”

R A MON
V I L L A L OBO S

T H E AM ERICAN DREAM

has for decades inspired generations with the vision
of a better life. Perhaps nowhere else in America today is this dream more vibrant and successful than it is on
the dairy farms of our NDA members. Dr. Bill Wavrin and his brother Sid, for example, run a 45-employee dairy
in Mabton, WA, where many key employees have been part of the “family” for years. Instead of Irish or Dutch or
Asian heritages, though, today’s dreamers — and doers — come mostly from Mexico. All the employees on the
Wavrin farm are documented and legally authorized to work in the U.S. They well understand the limited opportunity in their homelands and deeply appreciate the chance afforded by the U.S. dairy industry. At its heart, the
American dream is about first generations sacrificing to build the foundation for later generations to enjoy richer,
fuller lives. But for the employees at the Wavrins’ Sunny Dene Ranch, today’s dream includes not only a brighter
future for their kids but also a satisfying and meaningful present for themselves.

S

alvador and Maria Vergara,
for example, came to the
U.S. in 1989, with no education beyond grade school in Mexico.
After earning their green cards by
1997, they came to work at Sunny
Dene Ranch, committed to raising
their three children with the hope of
a better life. Salvador built skills in
the dairy industry and today runs the
fleet and logistics operations for the
dairy, earning a reliable upper middle
class salary. Although he and Maria
had no experience with American
school systems, they were determined
to inspire their kids to succeed academically. From the economic and
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environment with our composting
and manure management. I am not
just wasting my time here, I am doing
something that is meaningful. That
has not been true for other jobs I have
had.” Salvador Chavez smiles quietly.
His English is nowhere near as fluent
as his son’s. But his understanding of
the satisfaction of working with the
land and the animals, and his pride
at seeing all three of his kids have the
chance to craft the lives they really
want, radiates deeply across his face.

Ramon’s three kids are still young —
his oldest is 15 and youngest is just 3
— but he holds high hopes for their
future. “My little baby loves to be out
here on the farm with me. He already
likes spending time with these cows.
My middle one thinks she owns the
place. Being raised on a farm, they all
learn to love these animals like I do.”
But Ramon’s vision is even larger. “I
am saving money and the plan is to
buy a dairy of my own. Bill and Sid
have been great to me and are help-

JO S E A N D
S A LVA D OR
CH AV E Z

J

ose Chavez is excited about
working on the Wavrin dairy.
Now 20, his heart has always
been on the farm. His dad, Salvador
Chavez, came to the U.S. in 1989 and
has been working at Sunny Dene
Ranch since receiving his green card
in 2001. Salvador averages between
2,500 and 2,800 hours per year, typical for full-time dairy workers. It is
demanding work, but work that Salvador enjoys — and so does son Jose.
Jose’s two older sisters, supported by
Salvador’s middle class income over
the years, have gone the “white collar” route, one a legal secretary and
the other a young bank officer. Jose
refers to them with a sense of admiration, but his eyes sparkle when
he talks about his own work on the
farm. “There’s a family feel here. This
place feels like a team. They believe
in me and they have always given
me a chance. That just feels great.
And I am working outside with animals that I care about, with other
guys who care and who work hard.
Together we are feeding the world
— and we are also improving the

R

amon Villalobos is the cow
man at Sunny Dene. With
the dairy for over 10 years,
he manages the entire 4,000-head
herd, assuring healthy calving, caring for young heifers, and managing
the care and feeding of adult cows.
A walk through the cow pens or calf
areas with him is a chance to see in
action a man who loves his work. “It
is my job to make sure I nourish them
in both body and heart,” Ramon says.
For me, we all have to have a fundamental respect for these animals.”

ing me get prepared to one day have
a place of my own. If my kids want
to be part of that, that would be
exciting. If they want to go in other
directions, that is great too. What is
most important to me is that because
of this dairy, they have the chance
to choose to be whatever they want.”
This reflects the deeper promise
of these northwest dairy operations.
Hard work pursued with integrity is
providing the basis for rich meaningful
lives, fulfilling the American Dream
for these dedicated immigrants.

Darigold 2012 Cooperative Social Responsibility Report / ST E WA R D SHI P

33

IMP ROVE
CONTINUOUSLY

OPERATIONS
34
36
42

recipes for success
cooking with (less) gas
thoroughly environmental

Darigold 2012 Cooperative Social Responsibility Report / O P E R AT I O NS

35

RECI PE S FOR SUCCESS
The steady pursuit of continuous improvement is the secret ingredient in
Darigold’s nearly hundred years of success as a business. Over the past
decade we have been systematically building and improving our work
systems and processes, not only to assure product quality and customer
delight, but also to reduce our overall environmental impact. Darigold
managers and employee teams have worked vigorously to reduce our energy
consumption and drive improvements across all aspects of our operations.
Many improvements involved collaboration with suppliers, haulers, customers,
and regulators. We have upgraded our system for environmental management
and implemented a comprehensive program for energy management. We are
developing key performance indicators, measuring and tracking processes
aligned with strategic and tactical goals, and advancing our organizational
capability for problem solving and improvement. This section details the
ways Darigold is continuously improving operations, including success
stories of results achieved and costs saved, but also describing areas
where we haven’t yet met our objectives or are still facing challenges.
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Processing Plants Carbon Footprint (All Plants Combined)

Carbon Intensity: CO2 Emissions
From Electricity and Natural Gas
Per Unit of Product (in metric tons)
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COOKING

W I T H ( L E S S ) GA S
Darigold processes about eight billion pounds of farmer-produced milk
annually — 7.941 billion in FY2010
and 8.151 in FY2011 — a river of
milk flowing into our plants! And
each year, we turn that raw milk into
millions of units of fluid milk, butter, cheese, cottage cheese, yogurt,
cream, whey products, and dry ingredients going out to wholesalers and
retailers around the globe — all packaged and labeled to fit a wide range
of individual customer needs. Like
any manufacturing or food processing business, our operations have an
environmental footprint from energy,
materials, and water resources consumed, emissions, transportation,
and noise. We have developed specific goals and implemented a wide
range of action plans to systematically
reduce these impacts. Here’s how we
have done over the past two years.
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Darigold uses electricity and natural
gas to power our production facilities, primarily for heating boilers
(32%), operating dryers (28%), and
powering electrical equipment, refrigeration, and lighting (38%). These
constitute our primary direct and
indirect (Scope 1 and 2) greenhouse
gas (GHG) emissions and make up
a substantial component of our production costs. For both environmental
and economic sustainability reasons,
therefore, we want to reduce our
energy use. We are using ISO 50001,
the international standards organization protocol, as a guideline for
our Energy Management Program.
Energy management is a central element in Darigold’s business strategy.
We have set the goal of reducing
energy consumption 2.5% each year
to reach our overarching goal of 25%
reduction in energy intensity in 10
years (by 2020). This goal not only
guides us in continuously reducing
our environmental footprint, but also
allows us to stay ahead of the curve in
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meeting the dairy industry’s national
target of a 25% reduction in total
dairy GHG by 2020. Improving this
much each year sets a challenge for us
that is “audacious” but still within our
ability to imagine. The graph above
highlights how we have done in pursuit of this goal.
In short, we are on target. In
the two years since 2009, we have
reduced electricity consumption by
5.1% and our use of natural gas by
5.8% per unit of product (for us,
unit of product means either a gallon
or a pound, depending on facility).
This has resulted in a two-year reduction of 5.4% per unit of product in
our carbon footprint associated with
our energy use — accomplishing our
goal right on the button. Our journey
to get there, though, has not been a
straight line. We achieved all of those
reductions in 2010 (6.1% total reduction). But by 2011, we had taken on
two new plants, one in Montana and
one in Utah. Those plants were not
yet fully up to the level of energy performance we have built in our other
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We have
reduced
our carbon
footprint by
5.4% these
past two
years and
by more
than 15%
since 2005.

Total Carbon: Total CO2 Emissions
From Electricity and Natural Gas
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On an
absolute basis
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Total volume
of production
is up just
over 30%.
Total CO2
emissions
are up just
over 10%.
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facilities, thereby lowering our corporate-wide average progress. We
continued to be able to reduce our
natural gas consumption (4.6% in
2010 and 1.2% in 2011), but because
of the new plants, we actually saw a
slight corporate-wide increase (2.5%)
in our electricity consumption per
unit of product in 2011 (after reducing our electricity consumption
7.4% in 2010), leaving us with a very
slight overall increase in CO2 emissions (less than 1%) for 2011. We
have now suspended our operations
at the Utah facility and made focused
improvements in our Montana plant,
so halfway through 2012 our CO2
reduction efforts have made up the
lost ground and are now back on
track and remain ahead of schedule
for achieving our 10-year goal. More
broadly, our CO2 emissions per unit
of product through the end of 2011
are 15.1% lower than they were in
2005. This continuing reduction is
an important commitment for us.
To help sustain our drive for
energy conservation even further,

2009

2010

2011

we have established a Darigold Corporate-wide Energy Team, created
local Energy Teams in every one of
our facilities, and added a full-time
dedicated Corporate Energy Manager. The corporate Energy Team
meets bi-weekly to coordinate and
disseminate all the energy conservation efforts. Each plant energy team
is a multi-functional task force that
includes production staff and engineers. Each team sets its own goals in
alignment with our corporate effort to
reduce energy consumption per unit of
product by at least 2.5% per year. Each
plant team designs and implements its
own energy reduction action projects.
In addition, as of the end of 2011,
Darigold is now an EPA ENERGY
STAR Partner and a U.S. Department
of Energy “Better Buildings, Better
Plants” Partner. Taken together, these
structures, resources, and partnerships
are providing the foundation, expertise, and vision to enable us to drive
our conservation efforts forward as we
embrace the challenge of continuously
improving each year.
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Processing Plants Freshwater Consumption (All Plants Combined)
L E S S WAST E

WE ARE
RECYCLING
ABOUT ONE
MILLION POUNDS
OF PACKAGING
AND OTHER
MATERIALS
EACH MONTH,
DIVERTING
ALMOST 50%
OF ALL OUR
MATERIALS THAT
HISTORICALLY
MIGHT HAVE
GONE TO
LANDFILL INTO
RECYCLING
STREAMS.
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Reducing waste is a core target for
us. Waste of product as well as any
production loss are areas we have
addressed for many years. Over the
past two years, we have expanded
our focus on driving out all waste
materials and increasing our recycling. We have retained recycling
advisors at every facility and as of
year-end 2011, we are recycling
about one million pounds of packaging and other materials each month,
and currently diverting almost 50%
of all our materials that historically
might have gone to landfill into recycling streams.
L E S S WAT E R USE

Water conservation is a vital concern
for us, and we have been driving
improvement efforts with a sense of
focus and urgency. We set the goal to
reduce water consumption 2.5% per
year each of the past two years. The
table (opposite page, top) highlights
the results of these efforts.
In short, we have made substantial progress and are ahead of our
targets. From a starting point of our
last report at year-end 2009, using a
wide range of action teams and conservation efforts, we reduced water
consumption more than 12% in
2010. However, similar to our energy
work, in taking on the two new
plants in Montana and Utah whose
performance levels still needed to be
upgraded, our overall corporate rates
were just slightly worse on average
in 2011. So despite improvement in
most of our plants, our overall total
corporate water consumption for
2011 showed essentially no improvement. For the two years 2010-2011
combined, the overall reduction
in water consumption was 11.9%.
Again, though, just as we were able
to achieve with our energy efforts, we
have brought the water performance
of our newest facilities along now,
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and so our overall corporate water
conservation improvement rates are
back on track.
L E S S WAST EWAT E R

Wastewater similarly is a critical
challenge for us. Although all our
wastewater is treated or otherwise
handled in strict adherence to regulatory requirements, we continually
strive to reduce its volume. We set
a goal of reducing wastewater volume 2.5% per year both of the past
two years. As the table on the opposite page highlights, we exceeded
this goal in 2010, achieving a reduction of more than 5%. For 2011, we
had no improvement (in fact a slight
increase in total wastewater volume).
This occurred due to our acquisition
of the two new plants in Montana
and Utah. Because these plants were
not yet up to the performance standards of our other longer-standing
Darigold facilities, overall average
performance suffered. We addressed
this straightforwardly and we are
now back on track with the kinds of
reductions in wastewater volume that
we have been targeting. For the combined years 2010-2011, we achieved a
total of 4.7% reduction in wastewater
volume (essentially meeting our twoyear target, and on pace to be back
ahead of target by the end of 2012).

Total Freshwater Consumption
(in gallons)

Freshwater Consumption
Per Unit of Product (in gallons)

0.8000

800,000,000

0.7726
0.6757

Over these past
two years, we
have reduced
our water
consumption
by nearly 12%
per unit
of product.

0.6804

0.6000

600,000,000

0.4000

400,000,000

0.2000

200,000,000

0

0

2009

2010

794,814,259
732,694,261
714,375,446

Our overall
production
volume is up
23.2% in the last
two years, while
our consumption
of water is up
only 8.5%.
2009

2011

2010

2011

*Water consumption data for 2009 is a corrected restatement of data previously reported for 2009 in our first CSR report.

Processing Plants Wastewater Discharged (All Plants Combined)

Wastewater Discharged
Per Unit of Product (in gallons)

Total Wastewater Discharged
(in gallons)

L E S S DOW NTIM E / L E S S
PRO CE S S IN E FFICI E NCY

Less unscheduled downtime means
great efficiencies. Improvements in
our processes increase customer satisfaction, and also help us build a
culture of employee engagement
that makes work more satisfying.
Problem solving teams in our production facilities selected priority
areas for improvement, analyzed reasons for downtime, quality issues, or
inefficiency, and worked closely with
engineers and production employees
to design and implement solutions.

1.1000

1.0844

1.0276

1.0339

1,400,00
1,214,858,247

0.09600
1,050,000

0.08000

Since our last
report two years
ago, we have
reduced our
wastewater
volume per unit
of product
by nearly 5%.

0.06400

1,094,402,294
1,035,171,180

Compared
to our growth
in production
volume of
23.2% in
the last two
years, our
wastewater
increased 17.4%.

700,000

0.04800
0.03200

350,000

0.01600
0

0

2009

2010

2011

2009

2010

2011
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L E S S PACK AGING

Darigold is working proactively to
achieve our goal of reducing packaging. In 2010 and 2011, we reviewed
all corrugated packaging for savings
and opportunities to reduce greenhouse gas emissions. We successfully
made reductions to our corrugate
packaging material by redesigning to
increase “flap gaps” in gallon, quart,
and pint packaging and decreasing
paper weight in pallet sheets and multiwall powder bags. We also shifted
some of our sour cream pails from
round to square, helping us reduce
our use of plastic. In 2011, these
changes added up to over 600,000
pounds and nearly $500,000 in
annualized savings for our company

and customers, and simultaneously
reduced our use of resources and our
carbon emissions.
L E S S CA RBON FOOT PRINT PE R
UNIT OF PRODUCT TRANSPORTED

Milk is transported from producers’ farms to our processing plants,
and then distributed as products to
local and global customers, sometimes through distribution centers.
Put simply, the primary focus of our
logistics is to increase the weight on
trucks and trains and to drive fewer
miles. This means we pay tremendous attention to optimizing routes
and ensuring trucks and rail cars are
full. We have been testing a packaging
redesign from round to square pails for

selected products, which has yielded
impressive initial results in packaging
and transportation efficiencies.
For all our trucks, we continue
to work on both our fuel conservation strategies (e.g., reducing idling
time, lowering wind resistance,
increasing engine performance) and
our program for increasing payloads. In 2011, we conducted a
payload analysis focused on maximizing payload-per-route in order
to decrease the number of deliveries made per week. Our fleet MPG
(miles-per-gallon) ended up being
slightly worse because of this additional weight, falling from 5.39 to
5.19 MPG, but because of the higher
payloads and fewer trips, we removed

2011 Packaging Innovations Led to Cost Savings and Reduced Environmental Impacts
Item Description

Change to

Change or Innovation

Annualized
2011 Dollars
Saved

Annualized
2011 Pounds
Reduced

$1,480

3,654

IN 2011,
WE ELIMINATED
THE NEED FOR 71
TRUCKS AND
TRAILERS.

CORRUGAT E AN D PA PE R RE DUCTIONS

4-5# CVF SC

4-5 Lb Box

Increased Flap Gap from .20” to .50”

2% 2½ Gallon

2½ Gal Box

Increased Flap Gap from 0” to .50”

$2,356

5,817

Selected Homo 2-1 Gallon

2-1 Gal Box

Increased Flap Gap from .30” to .60”

$22,665

55,963

Quart Plain

12-Quart Box

Increased Flap Gap from .25” to 1.25”

$37,884

93,540

$5,762

14,227

$19,439

47,997

$25,088

61,945

and changed from 44 to 40 ECT
Pint Plain

12-Pint Box

Increased Flap Gap from .25” to 1.25”

Pallet Sheet 40 x 48

Slip Sheets

Board Weight Reduction from 32
to 26 ECT

6½ Gallon Schneider

6½ Gal Box

Increased Top and Bottom Flap Gaps

6½ Gallon Wrap

6½ Gal Box

Reduced ECT from 40 to 32

$66,703

164,698

2-1 Gal Wrap

2-1 Gal Box

Increased Flap Gap from .25” to 1”

$12,862

31,758

30-1 Lb Box

Increased Top and Bottom Flap Gaps

$2,870

7,087

MultiWall

Decreased from 60/60/60 Basis-weight

$213,279

90,000

$410,388

576,686

$27,585

32,189

TOTAL REDUCTION PLASTICS:

$27,585

32,189

TOTAL 2011:

$437,973

608,875

from .45” to 1.55” and .25” to 1.50”

MultiWall Powder Bags

Powder Bags

Paper to 50/50/60

TOTA L R EDUCT ION PA PER :
PL ASTIC RE DUCTIONS

42

32 Pound Sour Cream

Changed to 32 Pound Sour Cream

Round Pail

Square Pail (33% less material)

OP E RAT I ONS

/ Darigold 2012 Cooperative Social Responsibility Report

71 trucks and trailers from our fleet
and achieved more than $100,000
per month in savings as we delivered
the same products.

reduction in every plant. Lower costs
are better for us and our customers,
allowing us to continue to bring our
nutritious products to the world and
return value to our producers.

L E S S CO ST

All these improvements add up to
lower costs for processing a gallon of
milk, a block of cheese, or a bag of
whey protein. Our story of efficiency
improvements in our processing
plants is similar to that of productivity on the farms: since 2008 we
have achieved year over year cost/unit

WORKING W IT H SU PPLI E RS

Darigold is working closely with our
suppliers to reduce packaging and
greenhouse gas emissions, design and
implement product and processing
innovations, and improve sustainability performance overall. In 2010
we started Supplier Plant Quality

Audits beginning with direct food
contact suppliers. In March of 2011,
we convened our first “Darigold Supplier Sustainability Summit” bringing
together Darigold’s top dozen suppliers. Our goal was to share information
and lay the groundwork for further
partnering to improve sustainability
performance across the value stream.
The summit inspired several breakthrough innovations and stimulated
our collaborative efforts. Strengthening our work with suppliers is a key
ongoing priority for us.
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T H O R O U G H LY E N V I R O N M E N TA L
E N VI RON M E NTA L
M ANAGE M E NT SYST E MS

For the past several years, Darigold has been working vigorously to
build robust environmental management systems (EMS) in every one of
our operations. Our goal, formally
defined in our 2008 Environmental
Policy, is to embed environmental management into day-to-day
operational practices and ongoing
management reporting and control
procedures. In 2009, as we reported
in our first CSR report, we began
designing and implementing our
company-wide system, establishing a
“point person” in each plant, developing “green teams,” and initiating
basic training and expectations.
Late in 2009, however, we suffered
an important setback that challenged us severely. At our Issaquah,
WA facility, we discovered that we
had — we thought accidentally —
spilled some ammonia into a creek
that serves as important salmon habitat. We reported this spill immediately
and began examining our whole
pattern of wastewater releases and
concentrations at our Issaquah plant.
Unbeknownst to us, and against
our rules, it turned out that one of
our supervisors in fact had released
ammonia directly into the creek, and
submitted false reports to us. We then
unwittingly forwarded those reports
as part of our normal protocols to the
EPA. Once we fully understood the
situation, we used this very disturbing
environmental and corporate incident
as a call to action for us to accelerate
even more aggressively our systematic,
best practice environmental management throughout all of Darigold.
In consultation with the federal
government, then, we agreed to plead
guilty to two misdemeanors (violating the Clean Water Act and the
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Endangered Species Act) and to
institute a comprehensive plan for
assuring excellent environmental
management systems company-wide.
The EPA has been kept fully abreast
of all our plans and implementation, and has supported our efforts
at making amends. We quickly hired
a full-time corporate director of environmental compliance, responsible

AT DARIGOLD
WE ARE GOING
BEYOND JUST
REACTING TO AN
INDIVIDUAL
INCIDENT OR
RESPONDING TO
A SPECIFIC
CONCERN. WE
ARE BUILDING
THE SYSTEMS
AND PROCESSES
TO ENSURE
COMPLIANCE AND
CONTINUOUS
IMPROVEMENT
IN ALL OUR
ENVIRONMENTAL
MANAGEMENT
ACTIVITIES.
for the environmental management
systems at every processing plant.
We also hired 12 environmental
managers (one for each plant in the
company) who were given formal fulltime responsibility for environmental
compliance. Throughout 2010 and
2011, we trained every single person
in the company in our environmental
policy and practices, our compliance
obligations, and our fundamental
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commitment to achieve the highest
standards of environmental performance. We participated in three
company-wide overview audits and
we are working our way through 12
plant-specific compliance audits.
Separately, we conducted integrity
testing for the ammonia systems
in every plant in the company. We
completely shut down our Sunnyside, WA facility for 30 hours to
be able to install its comprehensive
ammonia system upgrade, forgoing
the opportunity to process 600,000
pounds of cheese.
Taken together, we believe we
have now walked well down the
path toward superb environmental
management. We have much further still to travel, though, with
ongoing and important risks still
in front of us. Many of our plants,
for example, are old and we remain
vulnerable to various equipment
and facilities failures as we systematically convert and upgrade to
assure state of the art performance
for our environmental controls. But
our management commitment and
employee capability to understand
and manage our environmental
compliance obligations are strong.
We will continue to report on our
performance and to involve our
stakeholders in understanding the
full range of our environmental
efforts. Everyone can be assured
that we are passionate about
achieving ongoing environmental compliance. We will continue
to share with stakeholders the
successes we achieve and the challenges or failures we face as we
do the hard work day in and day
out to build the systems, practices,
and controls that will guarantee,
in deeds even more than in words,
that we achieve our intentions.
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NO URISH
COMPLETELY

PRODUCT RESPONSIBILITY
47
48
48
51

contributing to health + nutrition
powering performance athletes
building systems for food safety + quality
achieving higher customer satisfaction
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C O N T R I B U T I N G T O H E A LT H + N U T R I T I O N

W HOL E SOM E PRODUCTS

Milk and milk products promote
health and are an excellent source of
nutrition, providing high quality protein and a range of essential vitamins,
amino acids, and minerals. The list
of the health benefits of milk is long:
supporting lean muscle growth and
maintenance, building strong bones
and teeth, boosting the immune system, regulating fluids and reducing
high blood pressure, and improving
exercise performance and recovery.
Darigold leverages the power of milk
as a ‘delivery system for health-inducing nutrients’ even further by fortifying
many products with additional probiotics, protein, vitamins A and D,
calcium, and omega 3 fatty acids. We
work closely with schools, state and
national dairy marketing agencies,
and other partners to help communicate the health benefits of milk and
encourage consumption of milk rather
than less-healthy alternatives.
Although 100% of Darigold products have significant nutritional value,
over the past decade Darigold has reformulated many products to improve
the health and wellness components
of their nutritional profile, respond to
consumer concerns, and provide additional value for specialty uses:
■ In response to consumer concerns about milk from cows treated
with artificial growth hormones,
beginning in 2006 and formally
cooperative-wide as of January 2009,
all Darigold products are produced
with milk from cows not treated with
the hormone rBST.
■ In 1997, Darigold made fatfree chocolate milk available in
the five states with which we have
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foodservice contracts, and more
recently we have worked with school
districts in Washington and Oregon
to offer fat-free chocolate “sucrose”
sweetened milk (rather than high
fructose corn syrup) and meet the
districts’ request to lower the sucrose
from 26 to 22 grams. Today we are

DARIGOLD PLAYS
AN IMPORTANT
ROLE IN
NOURISHING THE
WORLD’S FAMILIES.
DARIGOLD’S MILK
PRODUCTS
PROVIDE VITAL
NUTRITION,
CONTRIBUTING
TO THE HEALTH
AND WELL-BEING
OF PEOPLE FROM
INFANTS TO THE
ELDERLY AROUND
THE GLOBE.
exploring ways to make these products more affordable so they can be
offered more broadly.
■ In 2011, we worked with the
Eugene, Oregon school system to
redesign our milk carton label using
a friendly cow graphic to increase
white milk consumption among
school children.
■ In 2008, Darigold began offering Lactose Fat-Free and 2% half
gallon milk, in 2009 we introduced

Lactose-Free Homogenized half gallon, and in 2010 we made available
Lactose-Free 1% half gallon plus a
half pint. In addition to being sold
in the retail market, the 1% half pint
is available in schools. School food
service dieticians have applauded
Darigold for providing lactose intolerant kids with a nutrient dense
alternative to fruit juice.
Developing health and wellness
products is a Darigold priority, and
we have focused our new product
development and innovation efforts
on this platform. In 2010-11, 11 of
12, or 92% of all Darigold new product launches met our ‘Health and
Wellness Products’ criteria of lower
fat, lower sugar, purer, simpler ingredients, or value-added ingredients
and processing such as the addition
of probiotics, omega3, protein fortification, or lactose-free products.
In 2010, Darigold began a 10-year
corporate partnership with Professor Wellbody’s Academy of
Health & Wellness at Pacific Science Center in Seattle, Washington.
Professor Wellbody’s Academy is a
highly immersive exhibit filled with
hands-on inventions, gadgets, activities, and experiences that present
health as a life-long process of balancing exercise, diet, proper rest, and
hygiene. As a charter member, Darigold’s role is to provide inspiration,
ideas, and action to leverage sound
and balanced nutritional guidance to
the Wellness exhibit. Darigold works
closely with local state Dairy Councils, the National Dairy Council, and
other leaders of health and wellness
in the world for the most comprehensive guidance and counsel.
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POWERING
P E R F O R M A N C E AT H E L E T E S

Darigold’s Refuel is our lactose-free
recovery beverage formulated to
increase performance, aid muscle
recovery, and fight fatigue after exercise. Protein, vitamins, minerals,
natural electrolytes, and antioxidants are added to already nutritious
Darigold chocolate milk, providing
the optimal 3-1 ratio of carbohydrates to protein. Seattle’s King5
TV news featured the Seattle Mariners’ Sports Dietitian advocating
Darigold lowfat yogurt for a twohour “pre-workout” protein snack
and Darigold Refuel as “the best
recovery drink.”

BUILDING SYSTEMS

FOR FOOD SAFETY

AND QUALITY
Food safety is of paramount importance to Darigold, and we monitor
and drive improvement in the health
and safety impacts of all our products and services in every stage of the
lifecycle: milk quality on the farms,
transportation, processing, retail
conditions, refrigeration and storage in corporate customer facilities,

and retail venues. We have had zero
incidents of noncompliance related
to food safety, labeling, or advertising. In the past two years, Darigold
continued to demonstrate our commitment to food safety by increasing
the number of quality staff members at both the plants and corporate.
We use Hazard Analysis of Critical
Control Points (HACCP), an industry standard utilized to ensure food
safety. HACCP programs continue
to be updated and standardized to
meet industry and regulatory expectations. Recently HACCP has been
expanded beyond the quality staff
and into other functional areas. This
was accomplished through “HACCP
Recertification Training” that was
conducted for all plants.
We continue to work closely with
regulatory authorities to meet all
federal and state requirements. We
have been actively engaged with
regulatory and industry trade associations monitoring the new Food
Safety Modernization Act (FSMA)
requirements. As FSMA is being promulgated and implemented we will
be updating our quality systems and
procedures to assure compliance.
Darigold has implemented a
robust environmental pathogen
monitoring program focused on
mitigating risk in the production
environment. We have invested

in state-of-the-art technology and
developed and implemented leading-edge food safety procedures.
Additionally, Darigold is compliant
with the Global Food Safety Initiative
(GFSI). GFSI is a business-driven initiative that brings together the world’s
leading food safety experts from
retailers, manufacturers, and food service companies, along with those from
international organizations, academia,
and government, all focusing together
on advancing food safety management systems.
Darigold is also audited regularly following the format of the British Retail
Consortium (BRC) for successful and
responsible retailing. Darigold scored
“A” on all plants (retail customers like
McDonald’s and Walmart require “B”
level or above).
In the end, quality begins with
extraordinary milk from our farms.
NDA’s Milk Quality Policy sets
standards and expectations that are
significantly higher than Federal
and State regulatory requirements.
To promote and reward our members for producing this high quality
milk, NDA pays a premium when
our demanding standards are met. In
2010 and 2011, our producers earned
more than $6.4 and $6.8 million
respectively in additional milk quality
premiums for meeting and exceeding
these high standards.

N O U R I S H I N G T H E W O R L D ’ S FA M I L I E S The aspiration of providing high quality food — of ‘nourishing the
world’ — is central to Darigold’s purpose. Whether you might be chatting with a third generation Darigold dairy
farmer overlooking the milking parlor, talking with a processing plant employee, or listening to Darigold’s CEO
describe what he believes is most important about us, they all resonate to the role that Darigold plays in providing nutrition to the world’s families. Although milk has long been a staple in the diet of most western countries,
we are in the midst of a breakthrough in developing nations where the consumption of milk and milk products
as a high-value, affordable source of protein and nutrition is rapidly becoming part of the local diet. As a recent
study highlights, serving 2.7 billion low-income consumers in developing countries represents both a challenge
and an opportunity. Darigold intends to both contribute to meeting the need for nutrition among these “Base of
the Pyramid” consumers and capitalize on the growth opportunity. Currently, Darigold exports milk and whey
powder — and increasingly cheese and butter — providing a high-value food that helps meet the need for basic
nutrition and health globally. Serving international markets provides stability in relation to western markets
where prices often fluctuate wildly and represents a significant growth opportunity for Darigold.
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ACHIEVING

HIGHER

C U S T O M E R S AT I S FA C T I O N
M EASU RING BR AN D H EA LT H
A N D CONSU M E R SATISFACTION

Darigold’s brand health among consumers is very strong. Now, with a
compelling message and new marketing campaign, we are poised to make
significant inroads with consumers
who are not currently engaging with
Darigold, but who have a solid awareness of our brand.
Consumers are unable to give high
satisfaction ratings to a brand they
don’t even know. Our Consumer
Products division’s latest brand health
research reveals that Darigold stands
in solid shape with brand awareness
across our key markets. Fully 90% of
consumers are aware of Darigold in
Seattle, WA.
If we look solely at Darigold consumers, the state of Darigold’s brand
health is strong indeed. Highlights

from the quantitative brand health
study include:
■ 89% of our consumers award us
the top quality rating;
■ 81% of our consumers would recommend us to others or have positive
things to say about Darigold if it
came up in a conversation;
■ 75% of our consumers strongly
agree with the statement, “Darigold
products are a healthy way to nourish my family;”
■ 62% of our consumers strongly
agree with the statement, “Darigold
products are made from only the purest and simplest ingredients.”

overall quality rating among noncustomers including:
■ Knowledge that Darigold products
are made from pure, simple ingredients;
■ Belief that Darigold products will
enable parents to nourish their families by creating flavorful food with
our high quality dairy products;
■ Awareness that Darigold products
are free of added artificial growth
hormones such as rBST;
■ Awareness and appreciation that
Darigold farmer-owners are local
within our key markets.

These strong quality and taste perceptions among current Darigold
consumers drive high purchase
frequency and, consequently, satisfaction among our retail customers.
One area of focus in the coming
year with our consumer marketing is increasing the perception of
Darigold among those not currently
buying Darigold. To accomplish
this we’ve identified several areas
that we can improve to help lift our

In addition to these major points,
a focus of our efforts in marketing and communications will be to
engage consumers with an increased
level of education and transparency around our accomplishments
in environmental/sustainable practices throughout our fully owned
value chain (farm-plant-distribution), as well as our dedication to
Darigold’s mission to “nourish the
world,” especially those who do not
have access to local, high-quality
dairy products.

availability. Notably, 92% of customers rated Darigold’s sales personnel
as “Always” providing professional
service. Darigold does not survey

consumers directly to gather data on
satisfaction. We do involve consumers in focus groups for new product
introductions.

GAT H E RING IN PU T
FROM INGREDIENTS
DIVISION CUSTOMERS

We use a structured survey to ask
corporate customers for feedback on
Darigold performance on a variety
of aspects of service quality, shipping,
product quality, value, and other suggestions for improvement. In surveys
conducted in 2011 and January 2012,
Darigold performed moderately well
in all areas, with a few areas rated
highly. Overall, 78.6% of 14 Ingredients Divisions customers reported that
they were Very Satisfied (43%) or Satisfied (35%) with the overall value that
Darigold provides. 21% were neutral
and no customer reported being dissatisfied or very dissatisfied.
Between 2011 and 2012, there were
slight declines in a couple of areas
(order processing, invoicing) and improvement in technical document
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What our Ingredients Division customers tell us:
ST RONGE ST A REAS

MODE R AT E A REAS

> Professionalism of sales
and customer service staff
> Availability of technical
documentation
> Responsiveness to identified issues

> Responsiveness to
communication and accuracy
> Timeliness and ease of
order processing
> Timeliness and ease of invoicing
> Accuracy of shipping documents
> Product availability
> Condition of product upon arrival
> Product meeting specifications
> Handling of logistics services
> Consistency of product quality
> Consistency of packaging

W EA K E ST A REAS

> Delivering orders when requested
> Condition of product
as expected
> Price competitiveness
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COLLA BORATE
COMPLETELY

CARING FOR OUR
PEOPLE + COMMUNITIES
55
55
56
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57

overview of our workforce
developing talented leaders + associates
relentlessly pursuing safety
promoting employee health + wellness
gifts from the heart
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Darigold’s high quality products and strong reputation are entirely dependent on the competence, caring actions, and commitment of our many
dedicated people. We are actively engaging employees in improving safety and
environmental performance, developing skills and competencies, giving
back to our communities, and delivering on our brand promise.
O V E RV I E W OF OUR

WORKFORCE
Darigold had a total of 1,673
employees in 2010, and 1,514 in
2011. In 2010 and 2011 respectively, 14.3% and 15% of employees
were female, while 21.66% and 21%
were minorities. 16.7% and 15.8%
of management positions were held
by females and 12.5% and 10.4%
by minorities. Darigold is taking
steps to increase the pool of qualified female and ethnic applicants for
positions at all levels. Our philosophy is to cast a wide net that reaches
out to minority/women/military/
disability niche sites so that our pool
of candidates continues becoming
more diverse. Dairy has been a traditionally male-dominated industry,
and the percentage of ethnic minorities reflects the wider communities
around our plants. Overall, Darigold
carefully adheres to labor regulations
and meets the expectations of our
stakeholders about the protection of
human rights and ethical behavior.

DEVELOPING
TALENTED LEADERS
A N D A S S O C I AT E S
Darigold’s promise, values, and
guiding behaviors describe specific
expectations around enhancing our
customers’ lives every day, leading
change, teamwork, honest communication, and integrity. Each of
these commitments relies on Darigold’s investment in creating an
engaged and learning-oriented culture where all are aspiring to achieve
and improve. Supporting continuous
learning allows Darigold to remain
competitive and prosperous and to
be the ‘business of choice’ for current
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and new customers and employees.
Although Darigold doesn’t track
average hours of training per year
per employee, we provide training
for all employees on quality, safety,
environment, and leadership, as well
as individualized technical training
where appropriate. We have a tuition
reimbursement program. All salaried
and hourly non-production employees are expected to participate in
mid-year and annual performance
reviews. During these reviews,
employees discuss with their manager their performance and career
and development aspirations. We
are progressively building our leadership development and employee
engagement programs. To support
the development of an engaged and
learning-oriented culture in 2011:
■ Over 500 Darigold employees participated in Darigold Brand Promise
education sessions aimed at deepening understanding of our brand and
how each employee is a part of delivering on our brand promise;
■ 340 leaders participated in the
Leadership Development Commitment that included classroom
sessions, assessment, and locally facilitated learning groups;
■ Executive and senior leaders
participated in assessment, leadership development planning, and
team building.
Developing employees for high
performance is a strategic goal for
2012-13. The following activities are
planned for 2012-13:
■ An organizational talent strategy
will be developed as a foundation for
hiring, development, recognition,
and talent planning;
■ The Leadership Development
Commitment will continue with
locally-based learning groups to
deepen leadership skills;

Leaders new to critical organizational roles will participate in the
New Leaders Assimilation program
that includes assessment, development planning, and coaching;
■ An electronic Harassment Prevention training will be completed for all
managers and frontline employees;
■ An employee engagement survey
will be implemented and organizational
and local action plans will be developed based on these survey results.
Our focus on recognizing and
developing talent supports the
achievement of our organizational
goals — delivering profitable growth,
excelling in customer relationships,
and driving business excellence.
Northwest Dairy Association
supports the National Milk Producers Federation Young Cooperators
Program for members aimed at educating and building leadership skills
among dairy farmers from age 19
to 40. NDA sponsors conventions
where producers hear from industry
experts and help prepare themselves
for leadership roles in the co-op, the
industry, and their communities.
Darigold works to inform and
engage employees through many
forums in addition to formal training. Our quarterly “DariViews”
publication covers environmental,
community relations, and charitable activities of employees. We have
quarterly “town halls” in which the
CEO covers a variety of topics related
to company performance, marketing,
environmental, charitable, and other
activities. This is distributed to the
plants electronically and also posted
on our intranet for viewing. We have
a third party hotline (EthicsPoint)
for the anonymous (if desired)
submission of any concerns or suggestions. Each report is assigned to
an investigator and followed up on,
and each reporter is responded to.
■
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SAFETY
Darigold is committed to providing
a safe work environment for employees. Despite good intentions and
considerable work, our safety performance is not yet where we want it
to be — zero incidents, zero injuries,
zero accidents. We made substantial,
steady improvements from 2005 until
2009. But then total incident and
lost-time rates increased, partially
we believe because of labor reductions in several plants along with an
aging workforce, but primarily due to
better reporting. In 2010, Darigold
started a new electronic reporting
system called “Enviance,” which
records all Near Misses, Recordable
Accidents, and Lost-Time Accidents.
At the same time Darigold made a
conscious effort to encourage all
employees to report any injuries no
matter how minor, with the goal of
being able to track and identify trouble areas in our plants. We believe
this created an increase in reported
incidents.
Although our safety performance
is still significantly improved from
2005 levels, Darigold takes any

less-than-perfect safety performance
very seriously, and we have implemented aggressive efforts to improve.
All employees participate in yearly
safety training. We conduct an annual
Safety Audit and “10 Key” process at
each plant to identify safety issues,
assess employee commitment to safety,
and measure management responsiveness to employee concerns. Daily
Visual Production Meetings provide
an opportunity for employees to raise
and address safety issues. Safety performance is closely monitored at each
plant, with recognition provided for
meeting safety goals and improving
year-over-year performance. We have
continued to hold Family Summer
Safety program events.
Additionally, in an effort to increase
safety awareness in our plants, in
2011 Darigold started a grassroots
program called “Safety Specialists.” We formed teams of volunteer
floor employees from each plant.
Employee teams from different plants
visited at least two other Darigold
plants, asking a series of questions to
help us understand the plant’s current safety culture. Employees who
were questioned at plants included
both management and floor employees. At the end of the visit a closing

discussion about the findings took
place with plant management.
From this process we developed an
understanding from employees about
the safety culture of each plant. This
program helped us understand that
our plants have different levels of
safety culture (some plant employees
felt safety was very important, while
others indicated we had work to do).
Three notable projects developed
from plant discussions with employees:
1. In our Chehalis plant, employees
were concerned about manual stacking of 50# bags of dairy powder.
The result: A Robot Palletizer was
installed making this formerly laborintensive job much safer for Chehalis
plant employees.
2. In our Portland plant, several
employees were concerned about safe
access to overhead conveyors (using
ladders to unplug jams). The result:
Several permanent access platforms
were constructed, allowing employees safe access to overhead conveyors.
3. In our Boise plant, employees were
concerned about access to tank openings and about being able to safely
carry inoculation cultures in one

Processing Plants Safety Performance (All Plants Combined)

Safety: Total Incident Rate
(per 200,000 hours worked)

Safety: Lost-Time Rate
(per 200,000 hours worked)
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In FY2012 (April 2011 through
March 2012), Darigold had our best
Total Incident Rate (TIR) year ever
at 6.10, an encouraging sign that our
efforts to improve are working. Nevertheless, we suffered a slight increase
in TIR for calendar years 2010 and
2011. Darigold’s ultimate goal is
continued reduction of recordable
incidents and zero Lost-Time injuries. We are confident we are moving
in the right direction and that all
Darigold employees will understand
working safely for both themselves

GIFTS
FROM THE HEART

Giving back to the communities in
which we do business has always
been a core value and practice within
Darigold. A substantial component
of how we give is by providing product contributions to a number of
events and diverse causes. Darigold
also contributes cash donations to
local events and non-profits, totaling $53,120 in FY2010 and $43,850
in FY2011. These contributions
have been primarily in response
to community requests or toward
“matching” employee gifts to qualified non-profits ($15,466 in FY2010
and $10,093 in FY2011). This was
in addition to a $10,000 donation

and Darigold is part of what we are
expected to do every day.

PROMOTING
H E A LT H A N D

WELLNESS

At Darigold, our most important
asset is our people and as such we
are committed to providing comprehensive health benefit options
to eligible employees. Darigold
operates a self-insured health care
plan with two Preferred Provider
Options. Preventive care is covered
at 100%. In addition, prescription
and vision services are an integral
part of each of these plans. We also
make available to eligible employees

in 2010 to the American Red Cross
Haiti Relief Fund.
In 2011, led by our new President
Jim Wegner, Darigold initiated a
two-week United Way giving campaign that raised $13,000, including
contributions from a “Jeans Day”
fundraiser. Darigold’s “Giving
Team” captured lessons learned to
inform next year’s campaign.
In direct support of our memberowners, in June 2011 NDA approved
$1,000 scholarships to five members’
children selected for academic performance, communication skills,
career goals, and leadership.
Our goal for fiscal year 2013 is
that management will coordinate,
improve, and document a process to
promote employee participation in
community events and volunteerism
to ensure that employees at all levels

comprehensive dental options. Our
on-going commitment to the health
and safety of our employees means
we are regularly looking for ways to
enhance our health coverage benefits. We strive to help our employees
achieve and maintain good health.
Our commitment to the health
and wellness of our employees is also
reflected in our wellness programs
and initiatives. Darigold provides a
fitness center for employees at our
corporate headquarters and has for
years offered biometrics testing to
all employees company-wide. We
believe that by fostering an environment that promotes healthy choices
and actions we reduce absenteeism,
lower overall health costs, and create
a happier, more engaged workforce.

understand how they are able to
request funding and marketing support. This effort is also intended to
lead to improvements in our budgeting and financial reporting to
enhance our understanding of a key
area for our organization.
It is important to note that Darigold’s first obligation is returning
value to its member-owners and
supporting their financial sustainability. Our decisions regarding
philanthropy must be made with
the pressing financial challenges
of dairy farmers in mind, as many
struggle to keep their farms. That
said, Darigold producers, management, and employees care deeply
about supporting our communities
and demonstrating our commitment
to be good corporate — and cooperative — citizens.

8.12
7.24

4

2005 2006 2007

hand up a vertical ladder while having
to hold the ladder with the other hand.
The result: We built permanent platforms around the tanks for easy access,
making the addition of cultures and
routine inspections much safer.

2009 2010 2011

2005 2006 2007
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OUR FAMILY HELPING OTHER FAMILIES In February 2011, a fire devastated 20 homes on the White Swan
tribal reservation outside Yakima WA, destroying every residence and leaving 100 people homeless. NDA producers immediately set out to help, agreeing to sell cull cows to raise funds, as well as to contribute personally. Within
days, the group of 20 local NDA producer families had raised over $61,000 to assist the stricken families in getting
re-established — the single largest financial contribution in the relief efforts. In addition, Darigold donated over
400 pounds of cheese and nearly 400 pounds of butter, along with 1,000 bottles of milk. Quietly helping to repair
our social fabric when it suffers a tear is at the heart of who our dairy producers are.
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generating financial benefits
contributing to the northwest economy
returning value to our producer-owners
supporting small, diverse, and veteran-owned businesses
thinking about climate change
hiring immigrant workers
reflecting on what CSR means to Darigold
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“I am always struck when I think about our business at the big picture level. Basically,
our cows convert grass into milk, one of the most nutritious foods there is, ‘designed by
nature’ to meet all the nutritional needs of young mammals. We then process and package these millions of gallons of milk per day into nutritious, affordable dairy products
for local, national, and international markets. In the process of nourishing the world, we
create jobs on our dairy farms, in our processing plants, and in our marketing and distribution activities. A substantial portion of our products are exported globally, essentially
turning grass into imported cash for the Pacific Northwest economy, thereby helping to
sustain our rural communities.” — Steve Rowe, Darigold Senior Vice President and General Counsel

G E N E R AT I N G
F I N A N C I A L VA L U E
Darigold’s revenues totaled approximately $1.65 billion in FY 2010
and $2.07 billion in FY2011, with
$370 million and $514 million
respectively from export sales. This
funded employee wages and benefits,
returned value to our producer-owners, provided financial returns to our
many suppliers, contributed to state
and national tax bases, and generated
radiating economic value in the communities in which we do business.
CONTRIBUTING TO THE

NORTHWEST ECONOMY
The dairy industry contributes significantly to the economic prosperity of
the Pacific Northwest.* In addition
to creating approximately 1,500 jobs
in Darigold’s processing plants, distribution centers, and headquarters,
Darigold’s more than 500 producers
also employ approximately 4,000 workers** in year-round, stable positions.

and even the continuity of our food
supply and rural communities. In an
effort to support producers in dealing
with these crushing financial pressures Darigold made $48.8 million
in cash payments in excess of milk
price to producers in FY2010 (20.5%
return on average equity) and $43.8
million in FY2011 (17.2% return on
average equity). This included a Producer Retention Program in FY2010
that distributed an additional $13 million to supplement on-farm cash flow
and an additional patronage dividend
of $15 million in advance payments
against patronage in FY2011. FY2012
represented the fourth consecutive
year of both more than $40 million in
incremental cash payments and more
than 15% Return On Equity to our
farmers. We strive to balance immediate and short-term requirements
Spending With Small and Diverse Suppliers

with the need for longer-term investments in infrastructure, equipment,
and market expansion. In the past two
years we have also upgraded equipment, made strategic acquisitions to
gain additional production capacity, developed and delivered training
programs, improved our systems, and
invested in market expansion.

S U P P O RT I N G S M A L L ,

D I V E R S E, A N D
VETERAN-OWNED BUSINESSES

Darigold contributes to the regional
economy not only by creating jobs
and generating revenue, but also by
contracting with many small, local,
and women-, minority-, and veteranowned businesses, as summarized in
the chart below.
2010

2011

Large Business

$36,075,697

$62,352,775

Non-Minority Small Business

$23,038,926

$42,968,937

THINKING ABOUT
C L I M AT E C H A N G E
L E S S CO 2 - MORE MI L K

Climate change involves many risks
to Darigold and the dairy industry as
a whole. The most significant of these
risks are increased cost of feed due to
drought or flooding, volatile or rising energy prices, and supply chain
and distribution disruption due to
increased natural disasters. There are
some potential benefits as well — for
example, bio-digesters and carbon
offset projects on rural lands.
The dairy industry, like every other
industry, emits climate-change-inducing greenhouse gases. Darigold is both
working “at home” and playing a leadership role in industry-wide initiatives
to reduce and mitigate these impacts.
Over the past four decades the
industry as a whole has achieved
dramatic productivity improvements: milk production per cow
has more than doubled, from 9,700
pounds in 1970 to a national average
of 21,345 pounds per cow in 2011.
Pacific Northwest dairies have a carbon and climate change advantage
over most other areas of the country,
due to higher milk production per
cow and hydro rather than coal-fired

Milk Volume Per Cow, 2002-2011
Pounds
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electricity. Washington State ranks
second in the U.S. in milk production per cow. In 2010, the average
Washington cow produced 23,510
pounds, compared to the U.S. average of just over 21,000 pounds.
VA LU E IN RE L ATION TO CO ²

Our goal overall is to continuously
increase the “Value/Impact ratio” of
our products by reducing our carbon
footprint in every step in the supply
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chain from farm to table. There is a
second “big picture” consideration
though: Milk’s overall value ratio
— nutritional value created relative to carbon footprint — is much
higher than an equivalent volume
of most other beverages and it is
available at an affordable price of
25 cents per serving. In our view,
milk provides the highest nutritional value per unit of CO2 of any
competing beverage.

HIRING IMMIGRANT WORKE RS
On the face of it, one might argue that at a time of high unemployment in the U.S., we’d want to put up barriers
to hiring foreign workers. In fact, dairy industry research has found just the opposite, and they are advocating

RETURNING VALUE

Women-Owned Small Business

$1,257,347

$1,177,748

TO OUR PRODUCER-OWNERS

Veteran-Owned Small Business

$729,068

$1,820,185

culture, the dairy industry relies heavily on foreign workers. Historically, there have been too few U.S. citizens

As a producer-owned cooperative,
Darigold’s mission is to develop a
secure market for our milk and optimize the value returned to our dairy
farmer-owners. The worldwide recession and tough economic conditions of
the past several years, typified by low
milk prices, record-high feed costs,
high energy costs, tight credit markets,
and slim or negative profit margins, has
had a substantial financial toll on all
our dairy farmers. At stake is the survival of our dairy farming businesses

African-American-Owned Business

$63,584

$84,198

interested in these jobs. A 2009 study by the National Milk Producers Federation (NMPF) with Texas AgriLife

Women-Owned Business

$49,905

$57,098

Research, part of Texas A&M University, found that U.S. dairies employed 138,000 full-time equivalent workers,

$2,340

$2,971

$429

$20,663
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Disadvantaged-Owned Small Business
Service-Disabled Veteran-Owned Small Business

for a revised immigration program that meets dairy’s need for a stable, legal workforce. Like many areas in agri-

at an average salary of $31,521, including some non-wage benefits. Of these dairy farm employees, 57,000, or
41%, were foreigners. The study also found that “should federal labor and immigration policies lead to the elimination of even half of those foreign-born workers, an additional 66,000 workers would also be lost, due to the

Hubzone Small Business

$4,500

closure of some dairy farms, and the resulting multiplier effect of fewer jobs in grain and fertilizer production

Asian-Owned Business

$4,492

and sales, veterinary services, milk hauling, and related agricultural service jobs. This would produce an eco-

$ 46,140,792

nomic loss of $11 billion.” Researchers also calculated that a 50% reduction in the dairy immigrant workforce

Small and Diverse Business Grand Total

$ 25,141,599

would lower milk production by 7.9%, leading to a 30% increase in retail prices — additional cost to consumers at
*A 2009 study estimated dairy products, the second largest agricultural commodity in Washington state, contribute direct economic impact in the state of Washington of $684 million and a total of $1.3 billion with the additional indirect economic effects.
**We don’t currently track employees of our producer-owners, who all operate as independent businesses.
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the checkout stand. Darigold joins the dairy industry in promoting policy changes that enable producers to hire qualified foreign-born workers when Americans are not available. Through our membership in NMPF, we backed a
federal visa program, the Comprehensive Immigration Reform Act of 2011, to enable access to immigrant workers.
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R E F L E C T I N G O N W H AT C S R MEANS TO DARIGOLD
Sustainability is a lens through which we look at our enterprise t o
ensure that our practices are aligned with our historical values — supporting families, communities, and the rural economy,
living with a light footprint, not being wasteful, protecting our natural resources. Improving our performance in all these areas is
our prom ise — to ourselves and to each of our stakeholders.

This CSR report summarizes
essential actions we have
been taking across our value
stream to keep our promise.
We invite your feedback
and collaboration in our
journey toward more
sustainable business practices.
Share your views with us
via the “Contact Us” link at
www.darigold.com
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Farmer-Owned
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