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The new “normal” in the beer industry is constant innovation and change
» Rapid increase in the number of craft breweries

« Consumer interest in new and unique beers
« Large brewers breaking out of the “light lager mold” and producing interesting new beers
« Continued consolidation of large brewers

There is an increased consumer awareness and excitement about beer
» This is positive for the whole beer industry’s competition wine and spirits
* Our brewers love it; they can be creative and have fun

Impacts of these changes
* Need for capital in both the brewing and hop industries for expansion
» Cost management is important to enable growth

* Proliferation of brands and companies adds complexity to the hop supply chain
— Increased number of hop varieties
— More companies contracting and holding inventory
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In October 2016, Molson Coors acquired the 58% share of
MillerCoors to give us full ownership of the US Business

« 3'dargest brewer in the world

e HQ in Denver, CO

» 18,000 employees

o 28 breweries worldwide

. Purpose: to DELIGHT THE
WORLD’S BEER DRINKERS
Ambition: to become First Choice
for Co_.ns'ul'r'n_ers and Customers.

PEOPLE.}@re_at the center of it all.
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Shared Pioneering Spirit and Family Brewing Heritage
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Sandlot Brewery & Blue Moon Brewing Co.
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Accelerating Brand Performance
Building An Extraordinary Brand Portfolio
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GLOBAL NATIONAL HIGH GROWTH EUROPE
TRADEMARKS CHAMPIONS PORTFOLIO CRAFT
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The Leading Global Craft Portfolio
#1 CRAFT Brand in Most of Our CORE MARKETS

Net Promoter Score (NPS) as primary metric


http://www.google.com/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0CAcQjRxqFQoTCN_7-4m34MgCFYlYPgod82sKDg&url=http://www.mafest.com/index.php/2014-09-23-16-16-13/7-mafest-2012/program&bvm=bv.105841590,d.cWw&psig=AFQjCNH5N4weWOoxOi0yick93Mph7nXIPQ&ust=1445958971377514

L Atk
-v.i"‘-:t-"‘j :
Bt R S

Supplier Partnerships at MolsonCoors

Supplier partners are key to a successful integrated supply chain.
We focus on those relationships in each region by having dedicated
supply managers for two-way interaction

Our philosophy centers around five principles:
— Service
— Quality
— Cost
— Innovation
— Corporate and Social Responsibility
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High quality barley and hops are critical to the success of our company as they ensure
our ability to produce high quality products that meet the expectations of our
consumers.

Our company has long history of vertical integration in barley and hops and a deep
understanding of these key ingredients.

» Direct barley purchasing program began in 1954
» Direct hops purchasing began in the 1980’s

The US Business has invested heavily in downstream processing which has provided
an excellent return on investment

 The Golden Maltings
* Watertown Hop Company

Hops are the spice of beer, critical
to the quality and distinctive taste
of each of our brands.
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Key Elements of Molson Coors HOpﬁ B'U.Siﬂéés

In order to ensure supply, maintain high quality and manage cost, Molson Coors
manages an end-to-end hop business within our company.

Key elements of this business are :

1)
2)
3)
4)
5)
6)

Cross-functional team

Direct hop grower procurement program (Washington State, Oregon & Colorado)
Hop dealer relationships worldwide

Procurement supply, demand & inventory management

Corporate Procurement Warehouse in Golden for central distribution

Watertown Hop Company production of advanced hop products
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PURCHASED HOP LEAF
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HOP BALE STORAGE & HANDLING

PURCHASED
PELLET

TOLL PELLETING
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TOLL CO? EXTRACTION

PURCHASED
CO? EXTRACT
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SUPPLIER WAREHOUSES
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MILLERCOORS BREWING
MATERIALS WAREHOUSE
(GOLDEN, CO)

MILLERCOORS

BREWERIES
ALBANY, GA
FT. WORTH, TX
GOLDEN, CO
IRWINDALE, CA
MILWAUKEE, WI
SHENANDOAH, VA
TRENTON, OH
TENTH & BLAKE
BREWERIES

>l

Finished Waterto
product ships to brewerfes
or Golden for distribution

CO? Extract feedstock to
Watertown for processing
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WATERTOWN HOP
COMPANY
PRODUCTS:
* 1S0-30
« HYDROHOP (TETRA)
« HEXA
* SPIRE B (RHO)
 HOP OIL FRACTION
(HOF)
« CUSTOM PRODUCTS
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EXTERNAL CUSTOMERS
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The Molson Coors Hop Business is managed cross-functionally and
participates in:

» Testing and approval of recipe changes & new hop products

* Review of new hop varieties and single hop test brewing

» Fall hop selection

“Fun Facts” from 1977-1978

» Coors Light was introduced as a
19 IBU beer

» Coors Banquet was a 24 IBU beer

» Both were hopped with > 80%
Cascade hops

* Only baled leaf hops were used by
Coors
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MillerCoors purchases approximately 50% of its hops directly from growers
e MillerCoors hop grower base:

— Pacific NW: WA State — 6 growers; Oregon — 3 growers

— Colorado: 9 growers (supports Colorado Native brands)
 We place a high value our direct growers relationships focus on balanced partnerships

Benefits to Hop Growers

» Consistent acreage and multi-year contracts for our largest varieties

« Shared information about the beer industry

* Brewer to grower discussion of hop supply & demand and market pricing

» Direct discussion about quality requirements and investment in hop facilities

Benefits to MillerCoors

* Ensure quality

* Manage cost

* Reduce supply risk

» Understand environmental impacts

» Drives a deep understanding of the agricultural supply chain

MOLSON €00l

Global Procurement



Colorado Native Brand
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" In 2009 MillerCoors began working with New Hop growers in Colorado to begin

development of a supply of hops for a new brand with Colorado only produced
ingredients that launched in 2010.

Colorado Hop Production
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MillerCoors Hop Research & Development focus

 AKkey focus for our U.S. Business is identifying new hop varieties to replace
older, less efficient varieties

« MillerCoors key desired attributes of new varieties are similar to industry goals:

— Superior agronomics (increased yield, decreased water consumption, favorable
picking windows, etc.)

— Disease resistance
— Unique aromas to create new, interesting beers
— Replacement of less efficient varieties

» Key quality parameters that determine suitability for replacing existing varieties
are.

— Alpha, Beta, CoH
— Aroma / flavor match
— Qils

 Molson Coors is not in the business of hop variety development, instead focus
IS on supporting public variety development and working with private breeders
as this is more efficient for us and the industry
MOLSON€oois
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Description:

Hop processing facility in Watertown, WI
employing patented technology to produce
refined hop products derived from CO, Hop
extract.

Plant Facility:

e 32,100 sq. ft. facility on 20.5 acre site

e Builtin 1987 / 88; 15t production 1989

¢ |SO 9001:2008 and FSSC 22000 certified

The Watertown Advantage:

e 2+ decades of applied brewing experience

e Custom hop product formulation capabilities
e State of the art facility

Ownership: Wholly-owned subsidiary of Molson Coors

Employees: 13 (Accounting, Engineering, Legal, Raw Material Purchasing, Sales and Research/QA services
provided by MillerCoors Corporate)

Business Scope: Production and sale of refined hop products for MillerCoors, Molson Coors & external sales

Process Design: Facility is designed for “batch process” production of advanced hop extracts using CO, hop
extract as the direct feed material.
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The hop and brewing industries cannot exist without one another

All of us — Growers, Brewers and Dealers — have a vested interest in keeping
the hop and beer industries healthy. Crucial to this is:

* Providing a clear and up to date demand forecast

e Open communication and moving excess supply quickly

We have a responsibility to work together to reduce the severity of
future market volatility and ensure quality and availability of the hops
that we all need.
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Thank You!!

Our team is available to visit with you:

» Bill Dempsey, Molson Coors Chief Procurement Officer

« Donnell Berg, U.S. Regional Director, Brewing Materials Procurement
» Dennis LaPointe, Sr. Manager, Molson Coors Global Hop Procurement
« Haley Oser, U.S. Supply Manager, Hops and Fruit Products

* Tim Koel, General Manager, Watertown Hop Company
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