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McCauley Bros., Inc.

Ridley's equine nutrition business, McCauley
Bros., Inc., delivered another solid year in fiscal
2004, with strong increases in sales volumes
and sales revenues.

Ridley acquired a majority interest in McCauley
Bros., Inc. in April 2002 as the first step in its
strategic plan to create a new equine business
unit focused exclusively on equine nutrition
and specialty products.

McCauley produces premium quality equine
feeds and nutritional supplements in a state-of-
the-art plant in Versailles, Kentucky, in the heart
of one of the largest concentrations of
Thoroughbred and Standardbred horses in
America. McCauley's strength lies in its reputation
as the pre-eminent leader in equine nutrition.

Ridley's strategy is to develop a significant
presence in equine nutrition, an important
market segment that offers considerable
growth opportunities. Using the highly successful
McCauley model, Ridley intends to expand its
reach into other areas of North America that
have large horse populations, and owners who
are seeking the very best nutritional products
for their animals.

The Equine Business had three basic goals
for fiscal 2004:

e Continue to aggressively expand McCauley's
business from its Versailles plant.

e Construct a new all-equine plant on Ridley
property in Chambersburg, Pennsylvania.

e Introduce McCauley products and the
McCauley approach to equine nutrition to the
equine market within striking distance of
Chambersburg (the Mid-Atlantic region).

Despite a rainy Kentucky summer in 2003 and a
rainy, mild fall, which provided an abundance of
grass for pasture, thus reducing the need for
supplemental feed, McCauley’s sales volume
grew by 6.8% in fiscal 2004. This increase
resulted in a plant record for tonnage
produced, and came on top of a 13% volume
growth in fiscal 2003.

Premium quality oats were in short supply and
prices were extremely high early in fiscal 2004
because of the effects of the 2001 - 2002
drought in western Canada. Improved moisture
conditions in the summer of 2003 produced a
good oat crop, and prices returned to more
normal levels for the balance of fiscal 2004.
Unfortunately, soybean meal prices sky-rocketed
late in fiscal 2004 because of a perceived shortage
of beans in the U.S. Overall, the higher ingredient
costs compressed margins and profitability for
fiscal 2004.

In fiscal 2003 McCauley identified the
Mid-Atlantic states — Pennsylvania, Maryland,
New Jersey, and Delaware — as offering the
most potential for growth, and began construction
in fiscal 2004 to build an all-equine plant in
Chambersburg, Pennsylvania. Construction is
progressing well, and when online by the end of
November, the plant will operate under McCauley
management and stringent manufacturing
controls to produce superior McCauley feeds
and nutritional supplements.








