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Archer-Daniels-Midland Company

Notes to Consolidated Financial Statements {Continued)
(Unaudited)

Note 10, Income Taxes

The Company’s effective tax rate for the quarter ended March 31, 2013 was 28.0% in line with 28.7% for the
quarter ended March 31, 2012,

The Company is subject to income taxation in many jurisdictions around the world. The Company is subject
to routine examination by domestic and foreign tax authorities and frequently faces challenges regarding the
amount of taxes due. These challenges include positions taken by the Company related to the timing, nature
and amount of deductions and the allocation of income among various fax jurisdictions. Resolution of the
related tax positions, through negotiation with refevant tax authorities or through Iitigation, may take years to
complete. Therefore, it is difficult to predict the timing for resolution of tax positions. In its routine
evaluations of the exposure associated with various tax filing positions, the Company recognizes a liability,
when necessary, for estimated potential additional tax owed by the Company in accordance with the
applicable accounting standard. However, the Company cannot predict or provide assurance as to the
ultimate outcome of these ongoing or fiture examinations.

The Company's wholly-owned subsidiary, ADM do Brasil Ltda. (ADM do Brasil), received three separate tax
assessments from the Brazilian Federal Revenue Service (BFRS) challenging the tax deductibility of
commodity hedging losses and related expenses for the tax years 2004, 2006 and 2007 in the amounts of $486
milfion, $20 million, and $85 million, respectively (inclusive of interest and adjusted for variation in currency
exchange rates). ADM do Brasil’s fax return for 2005 was also audited and no assessment was received, The
statute of limitations for 2005 has expired. If the BFRS were to challenge commodity hedging deductions in
tax years after 2007, the Company estimates it could receive additional claims of approximately $104 million
{(as of March 31, 2013 and subject to variation in currency exchange rates).

ADM do Brasil enters into commodity hedging transactions that can result in gains, which are included in
ADM do Brasil’s calculations of taxable income in Brazil, and losses, which ADM do Brasil deducts from its
taxable income in Brazil. The Company has evaluated its tax position regarding these hedging transactions
and conchuded, based upon advice from Brazilian legal counsel, that it was appropriate to recognize both
gains and losses resulting from hedging transactions when determining s Brazilian income tax expense.
Therefore, the Company has continued fo recognize the tax benefit from hedging losses in its financial
statements and has not recorded any tax liability for the amounts assessed by the BFRS.

ADM do Brasil filed an administrative appeal for each of the assessments. During the second quarter of fiscal
2011, a decision in favor of the BFRS on the 2004 assessment was received and a second level administrative
appeal has been filed. In January of 2012, a decision in favor of the BFRS on the 2006 and 2007 assessments
was received and a second level administrative appeal has been filed. If ADM do Brasil continues to be
unsuccessful in the administrative appellate process, further appeals are available in the Brazilian federal
courts. While the Company believes its consolidated financial statements properly reflect the tax deductibility
of these hedging losses, the ultimate resolution of this matter could result in the future recognition of
additional payments of, and expense for, income tax and the associated interest and penalties. The Company
intends to vigorously defend its position against the current assessments and any similar assessments that may
be issued for years subsequent to 2007,
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Archer-Daniels-Midland Company

Notes to Consolidated Financial Statements (Continued)
(Unauditec)

Note 10, Income Taxes (Continued)

The Company’s subsidiaries in Argentina have received tax assessments challenging transfer prices used to
price grain exports totaling $60 million (inclusive of interest and adjusted for variation in currency exchange
rates) for the tax years 2004, 2005, and 2006. The Argentine tax authorities have been conducting a review of
income and other taxes paid by large exporters and processors of cereals and other agricultural commodities
resulting in allegations of income tax evasion. While the Company believes that it has complied with all
Argentine tax laws, it cannof rule out receiving additional assessiments, which could be material to the Company,
challenging transfer prices used to price grain exports for years subsequent to 2006. The Company intends to
vigorously defend its position against the current assessments and any similar assessments that may be issued
for years subsequent to 2006. The Company belicves that it has appropriately evaluated the transactions
underlying these assessments, and has concluded, based on Argentine tax law, that its tax position would be
sustained, and accordingly, the Company has not recorded a tax liability for these assessments,

In accordance with the accounting requirements for uncertain tax positions, the Company has concluded that it is
more likely than not to prevail on the Brazil and Argentina matters based upon their technical merits, The
Company has not recorded an uncertain tax liability for these assessments partly because the taxing
jurisdictions’ processes do not provide a mechanism for settling at less than the full amount of the assessment.
The Company’s consideration of these tax assessments requires judgments about the application of income fax-
regulations to specific facts and circumstances. The final outcome of these matters cannot reliably be predicied,
may take many years to resolve, and could result in the payment and expense of up to the entire amount of these
assessments.

Note 11, Accumulated Other Comprehensive Income (AOCI)

The following tables set forth the changes in AOCI by component and the reclassifications out of AOCI for
the guarter ended March 31, 2013;

Foreign Deferred Unrealized
Currency  Gain (Loss) Pension Gain (Loss)
Translation on Hedging Liabilicy On

Adjustment  Activities Adjustment Investmments  Total
(In millions)

Balance at December 31, 2012 $ 136§ 4 $ (590 % — 5 (450)
Other comprehensive income
before reclassifications {148) 9 9 (37} (167)
Amounts reclassified from
AQCI - 3 & - 18
Tax effect 3 (5) (1) i1 8
Net current period other ]
comprehensive income {145) 7 23 {26) (14D
Balance at March 31, 2013 $ 9 3 11 $ (567 3§ 26y § (591
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Archer-Daniels-Midland Company

Notes to Consolidated Financial Statements (Continued)
(Unandited)

Note 16. Contingencies

Since August 2008, the Company has been conducting an internal review of its policies, procedures and internal
controls pertaining to the adequacy of its anti-corruption compliance program and of certain iransactions
conducted by the Company and its affiliates and joint ventures, primarily relating to grain and feed exports, that
may have violated company policies, the U.S. Foreign Corrupt Practices Act, and other 118, and foreign laws,
The Company initially disclosed this review to the U.S. Department of Justice, the Securities and Exchange
Commission, and cerlain foreign regulators in March 2009 and has subsequently provided periodic updates to
the agencies. The Company engaged outside counsel and other advisors to assist in the review of these matiers
and has implemented, and is continuing to implement, appropriate remedial measures. The Company has
recently completed its internal review and has initiated discussions with the Department of Justice and the
Securities and Exchange Cominission on the resolution of this matter. In connection with this review,
government ageneies could impose civil penalties or criminal fines and/or order that the Company disgorge
any profits derived from any contracts involving inappropriate payments, Included in selling, general, and
administrative expenses for the quarter ended March 31, 2013 was a $25 million provision for the estimate of
potential disgorgement, penalties or fines that may be imposed by government agencies pertaining fo this matter.
However, a final agreement has not been reached as of the date of this filing, and therefore the ulfimate
settlement is uncertain and may exceed $25 million. These events have not had, and are not expected to have, a
material impact on the Company’s business or financial condition.

Note 17, Subsequent Event

As of March 31, 2013, the Company held a 19.8% comimon equity interest in GrainCorp Limited (GrainCorp).
This interest was initially obtained through the use of two fransactions with investment bank counterparties.
These transactions were accounted for as derivatives, and the derivatives were settled in equity shares of
GrainCorp during the quarter ended Decernber 31, 2012,

The purpose of these transactions was to facilitate the Company’s planned acquisition of GrainCorp., Dwiing the
quarter ended Pecember 31, 2012, the Company delivered an initial non-binding proposal, followed later by a
second non-binding proposal, with the aim of arriving at an agreement with GrainCorp’s Board of Directors
under which they would recommend to GrainCorp sharcholders an acquisition by the Company of all of
GrainCorp, with the most recent proposal of Australian $12.20 per share in cash.

On April 25, 2013, the Company announced that it has signed a takeover bid implementation deed with
GrainCorp. On May 1, 2013, the Company announced that it intends to make a cash offer to acquire the
outstanding common shares of GrainCorp for Australian $12.20 per share under the terms of the takeover bid
implementation deed. The offer implies an aggregate transaction value of about Australian $3.4 billion,
including GrainCorp’s outstanding net debt, As part of the agreement, GrainCorp will pay to its shareholders,
dividends out of current and retained earnings totaling Australian $1.00 per share prior to the completion of
the transaction. GrainCorp has indicated that the Company’s offer would be unanimously recommended by
the GrainCorp board. The offer is subject to conditions set out in the takeover bid Implementation deed,
which include regulatory approvals and a niinimum acceptance level by GrainCorp sharcholders.
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