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PART I - FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS
Archer-Daniels-Midland Company

Consolidated Statements of Earnings

(Unaudited)

Three Months Nine Months

Ended Ended

September 30, September 30,

2016 2015 2016 2015

(In millions, except per share amounts)
Revenues $15,832 $16,565 $45,845 $51,257
Cost of products sold 14,727 15,476 43,187 48,102
Gross Profit 1,105 1,089 2,658 3,155
Selling, general, and administrative expenses 561 519 1,575 1,550
Asset impairment, exit, and restructuring costs 11 65 36 96
Interest expense 78 69 213 235
Equity in losses (earnings) of unconsolidated affiliates 2 (61 ) (153 ) (287 )
Interest income (23 ) (13 ) (68 ) (52 )
Other (income) expense — net 4 ) 143 (138 ) 30
Earnings Before Income Taxes 480 367 1,193 1,583
Income taxes 136 114 331 454
Net Earnings Including Noncontrolling Interests 344 253 862 1,129
Less: Net earnings (losses) attributable to noncontrolling interests 3 1 7 2 )
Net Earnings Attributable to Controlling Interests $341 $252 $855 $1,131
Average number of shares outstanding — basic 586 612 591 624
Average number of shares outstanding — diluted 589 615 593 627
Basic earnings per common share $0.58 $0.41 $1.45 $1.81
Diluted earnings per common share $0.58 $0.41 $1.44  $1.80
Dividends per common share $0.30  $0.28 $0.90  $0.84

See notes to consolidated financial statements.




Archer-Daniels-Midland Company

Consolidated Statements of Comprehensive Income (Loss)

(Unaudited)

Net earnings including noncontrolling interests
Other comprehensive income (loss):
Foreign currency translation adjustment

Tax effect
Net of tax amount

Pension and other postretirement benefit liabilities adjustment

Tax effect
Net of tax amount

Deferred gain (loss) on hedging activities

Tax effect
Net of tax amount

Unrealized gain (loss) on investments

Tax effect
Net of tax amount

Other comprehensive income (loss)
Comprehensive income (loss) including noncontrolling interests

Less: Comprehensive income (loss) attributable to noncontrolling interests
Comprehensive income (loss) attributable to controlling interests

See notes to consolidated financial statements.
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Three
Months Nine Months
Ended Ended

September  September 30,

30,

2016 2015 2016 2015

(In millions)

$344 $253 $862 $1,129

41 ) (175) (57
5 3 18
(36 ) (172) (39

1 35 27
4 )@ )
7 27 20
1 (46 ) (10
3 13 3

4 (33 ) (7

28 ) 20 (16
1 1 2

27 )21 (18
(52 ) (157 ) (44
292 96 818

3 1 7

$289 $95 $811 $510

) (700
29
) (671

73
) (27
46

) (64
25
) (39

) 43

)

) 42

) (622
507

€

)
)

)




Edgar Filing: ARCHER DANIELS MIDLAND CO - Form 10-Q

Archer-Daniels-Midland Company

Consolidated Balance Sheets

(In millions)

Assets

Current Assets

Cash and cash equivalents
Short-term marketable securities
Segregated cash and investments
Trade receivables

Inventories

Other current assets

Total Current Assets

Investments and Other Assets
Investments in and advances to affiliates
Long-term marketable securities
Goodwill and other intangible assets
Other assets

Total Investments and Other Assets

Property, Plant, and Equipment
Land

Buildings

Machinery and equipment
Construction in progress

Accumulated depreciation
Net Property, Plant, and Equipment

Total Assets

Liabilities, Temporary Equity, and Shareholders’ Equity

Current Liabilities

Short-term debt

Trade payables

Payables to brokerage customers
Accrued expenses and other payables
Current maturities of long-term debt
Total Current Liabilities

Long-Term Liabilities
Long-term debt

Deferred income taxes
Other

Total Long-Term Liabilities

September 30, December 31,

2016
(Unaudited)

$ 701
256
5,397
2,253
7,228
4,708
20,543

4,497
462
3,852
646
9,457

457
4,754
17,353
1,091
23,655
(13,802
9,853

$ 39,853

$ 207
2,927
5,480
3,851
272
12,737

6,594
1,642
1,284
9,520

2015

$ 910
438
5,214
1,738
8,243
5,286
21,829

3,901
439
3,688
447
8,475

454

4,715

17,159

946

23,274
(13,421 )
9,853

$ 40,157

$ 86
3,474
5,820
4,113
12
13,505

5,779
1,563
1,395
8,737
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Temporary Equity - Redeemable noncontrolling interest 40 —

Shareholders’ Equity

Common stock 2,536 3,180
Reinvested earnings 17,192 16,865
Accumulated other comprehensive income (loss) (2,190 ) (2,146 )
Noncontrolling interests 18 16

Total Shareholders’ Equity 17,556 17,915

Total Liabilities, Temporary Equity, and Shareholders’ Equity $ 39,853 $ 40,157
See notes to consolidated financial statements.
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Archer-Daniels-Midland Company

Consolidated Statements of Cash Flows
(Unaudited)

Operating Activities
Net earnings including noncontrolling interests

Adjustments to reconcile net earnings to net cash provided by (used in) operating activities

Depreciation and amortization

Asset impairment charges

Deferred income taxes

Equity in earnings of affiliates, net of dividends
Stock compensation expense

Pension and postretirement accruals (contributions), net
Deferred cash flow hedges

Gains on sales of assets/revaluations

Other — net

Changes in operating assets and liabilities
Segregated cash and investments

Trade receivables

Inventories

Other current assets

Trade payables

Payables to brokerage customers

Accrued expenses and other payables

Total Operating Activities

Investing Activities

Purchases of property, plant, and equipment
Proceeds from sales of business and assets
Net assets of businesses acquired

Purchases of marketable securities

Proceeds from sales of marketable securities
Investments in and advances to affiliates
Distributions from affiliates

Other — net

Total Investing Activities

Financing Activities

Long-term debt borrowings

Long-term debt payments

Net borrowings (payments) under lines of credit agreements
Purchases of treasury stock

Cash dividends

Nine Months
Ended
September 30,
2016 2015
(In millions)

$862 $1,129
678 658

28 68

36 5

25 o4 )
58 64

(59 ) (154 )
(10 ) (64 )
(117 ) (139 )
60 16 )
%94 ) (303 )
(463 ) 495
1,053 1,687

(415) (153 )
(554 ) (1,198)

355 (36 )
(287 ) (881 )
1,156 1,098

(621 ) (819 )

104 594
(136 ) (83 )
(1,127 (821 )
1,162 943
(628 ) (126 )
11 2

4 3

(1,23) (307 )

1,036 1,246
© )65 )
107 834

(754 ) (1,788 )
(528 ) (520 )
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Acquisition of noncontrolling interest a7 ) —
Other — net 31 23
Total Financing Activities (134 ) (1,170)
Increase (decrease) in cash and cash equivalents 209) (379 )
Cash and cash equivalents beginning of period 910 1,099
Cash and cash equivalents end of period $701 $720

See notes to consolidated financial statements.
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Archer-Daniels-Midland-Company

Consolidated Statement of Shareholders’ Equity

(Unaudited)
Common Accumulated Total
Stock Reinvested Other Noncontrolling ,

. . Shareholders
Earnings Comprehensive Interests .
ShareAmount Equity
Income (Loss)

(In millions)

Balance, December 31, 2015 595 $3,180 $16,865 $ (2,146 ) $ 16 $ 17,915

Comprehensive income

Net earnings 855 7

cher comprehensive (44 )y —
income (loss)
T otal comprehensive 318
income

Cash dividends paid- $0.90 per share (528 ) (528 )

Treasury stock purchases (19) (754 ) (754 )

Stock compensation expense 1 58 58

Other 1 52 — — ®) ) 47

Balance, September 30, 2016 578 $2,536 $17,192 $ (2,190 ) $ 18 $ 17,556

See notes to consolidated financial statements.

6




Edgar Filing: ARCHER DANIELS MIDLAND CO - Form 10-Q

Archer-Daniels-Midland Company

Notes to Consolidated Financial Statements
(Unaudited)
Note 1. Basis of Presentation

The accompanying unaudited consolidated financial statements have been prepared in accordance with generally
accepted accounting principles for interim financial information and with the instructions to Form 10-Q and Article 10
of Regulation S-X. Accordingly, these statements do not include all of the information and footnotes required by
generally accepted accounting principles for audited financial statements. In the opinion of management, all
adjustments (consisting of normal recurring accruals) considered necessary for a fair presentation have been included.
Operating results for the quarter and nine-month period ended September 30, 2016 are not necessarily indicative of
the results that may be expected for the year ending December 31, 2016. For further information, refer to the
consolidated financial statements and notes thereto included in the Company’s Annual Report on Form 10-K for the
year ended December 31, 2015.

Principles of Consolidation

The consolidated financial statements include the accounts of the Company and its subsidiaries. All significant
intercompany accounts and transactions have been eliminated. The Company consolidates all entities, including
variable interest entities (VIEs), in which it has a controlling financial interest. For VIEs, the Company assesses
whether it is the primary beneficiary as defined under the applicable accounting standard. Investments in affiliates,
including VIEs through which the Company exercises significant influence but does not control the investee and is not
the primary beneficiary of the investee’s activities, are carried at cost plus equity in undistributed earnings since
acquisition and are adjusted, where appropriate, for basis differences between the investment balance and the
underlying net assets of the investee. The Company’s portion of the results of certain affiliates and results of certain
VIEs are included using the most recent available financial statements. In each case, the financial statements are
within 93 days of the Company’s year end and are consistent from period to period.

Reclassification

The Company classified $17 million and $53 million of intangible amortization in selling, general, and administrative
expenses in the quarter and nine months ended September 30, 2016, respectively. Prior period amounts of $8 million
and $22 million in the quarter and nine months ended September 30, 2015, respectively, have been reclassified from
other (income) expense - net to conform to the current presentation.

Last-in, First-out (LIFO) Inventories

Interim period LIFO calculations are based on interim period costs and management’s estimates of year-end inventory
levels. Because the availability and price of agricultural commodity-based LIFO inventories are unpredictable due to
factors such as weather, government farm programs and policies, and changes in global demand, quantities of
LIFO-based inventories at interim periods may vary significantly from management’s estimates of year-end inventory
levels.

Note 2. New Accounting Standards

Effective January 1, 2016, the Company adopted the amended guidance of Accounting Standards Codification (ASC)
Topic 805, Business Combinations, which simplifies the accounting for adjustments made to provisional amounts
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recognized in a business combination. The amended guidance requires an acquirer to recognize adjustments to
provisional amounts identified during the measurement period in the reporting period in which the adjustment
amounts are determined. The effect on earnings of changes in depreciation, amortization, or other income effects, if
any, as a result of the change to the provisional amounts, calculated as if the accounting had been completed at the
acquisition date, shall be recorded in the same period’s financial statements. The amended guidance also requires an
entity to present separately on the face of the income statement or disclose in the notes the portion of the amount
recorded in current-period earnings by line item that would have been recorded in previous reporting periods if the
adjustment to the provisional amounts had been recognized as of the acquisition date. The adoption of this amended
guidance did not have a significant impact on the Company’s financial results.

10
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Archer-Daniels-Midland Company

Notes to Consolidated Financial Statements (Continued)
(Unaudited)

Note 2. New Accounting Standards (Continued)

Effective January 1, 2016, the Company adopted Accounting Standards Update 2016-09, which amended the guidance
of ASC Topic 718, Compensation - Stock Compensation, to simplify the accounting for share-based payment award
transactions. The areas of simplification include the income tax consequences, classification of awards as either equity
or liabilities, and classification on the statement of cash flows. The adoption of this amended guidance did not have a
significant impact on the Company’s financial results.

Note 3. Pending Accounting Standards

Effective January 1, 2017, the Company will be required to adopt the amended guidance of ASC Topic 330,
Inventory, which simplifies the measurement of inventory. The amended guidance requires an entity to measure its
cost-based inventory at the lower of cost or net realizable value, where net realizable value is the estimated selling
price in the ordinary course of business, less reasonably predictable costs of completion, disposal, and transportation.
The Company does not expect the adoption of this amended guidance to have a significant impact on the Company’s
financial results.

Effective January 1, 2017, the Company will be required to adopt the amended guidance of ASC Topic 323,
Investments - Equity Method and Joint Ventures, which simplifies the transition to the equity method of accounting.
The amended guidance eliminates the requirement of an investor to adjust the investment, results of operations, and
retained earnings retroactively when an investment qualifies for equity method accounting as a result of an increase in
the level of ownership interest or degree of influence. The amendments require that the investor add the cost of
acquiring the additional interest in the investee to the current basis of the investors’ previously held interest and adopt
the equity method of accounting as of the date the investment becomes qualified for equity method accounting. The
Company does not expect the adoption of this amended guidance to have a significant impact on the Company’s
financial results.

Effective January 1, 2018, the Company will be required to adopt the new guidance of ASC Topic 606, Revenue from
Contracts with Customers (Topic 606), which will supersede the revenue recognition requirements in ASC Topic 605,
Revenue Recognition. Topic 606 requires the Company to recognize revenue to depict the transfer of promised goods
or services to customers in an amount that reflects the consideration to which the entity expects to be entitled in
exchange for those goods or services. The new guidance requires the Company to apply the following steps: (1)
identify the contract with a customer; (2) identify the performance obligations in the contract; (3) determine the
transaction price; (4) allocate the transaction price to the performance obligations in the contract; and (5) recognize
revenue when, or as, the Company satisfies a performance obligation. The Company will be required to adopt Topic
606 either on a full retrospective basis to each prior reporting period presented or on a modified retrospective basis
with the cumulative effect of initially applying the new guidance recognized at the date of initial application. The
Company will adopt Topic 606 on a modified retrospective basis and will be required to provide additional disclosures
of the amount by which each financial statement line item is affected in the current reporting period, as compared to
the guidance that was in effect before the change, and an explanation of the reasons for significant changes. The
adoption of this new guidance will require expanded disclosures in the Company’s consolidated financial statements.
The Company expects to complete its assessment of the financial impact of the new guidance on its consolidated
financial statements by the end of 2016.

Effective January 1, 2018, the Company will be required to adopt the amended guidance of ASC Subtopic 825-10,
Financial Instruments - Overall, which is intended to improve the recognition and measurement of financial

11
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instruments. The amended guidance requires an entity to measure equity investments, except those accounted for
under the equity method of accounting or those that result in consolidation of the investee, at fair value with changes
in fair value recognized in net income and simplify the impairment assessment of equity investments without readily
determinable fair values by using a qualitative assessment to identify impairment. The Company does not expect the
adoption of this amended guidance to have a significant impact on the Company’s financial results.

12
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Archer-Daniels-Midland Company

Notes to Consolidated Financial Statements (Continued)
(Unaudited)

Note 3. Pending Accounting Standards (Continued)

Effective January 1, 2018, the Company will be required to adopt the amended guidance of ASC 230, Statement of
Cash Flows (Topic 230), which is intended to address diversity in how certain cash receipts and cash payments are
presented and classified in the statement of cash flows. The amendments provide guidance on debt prepayments or
debt extinguishment costs, settlement of zero-coupon debt instruments or other debt instruments with coupon interest
rates that are insignificant in relation to the effective interest rate of the borrowing, contingent consideration payments
made after a business combination, proceeds from the settlement of insurance claims, proceeds from the settlement of
corporate-owned life insurance policies, life insurance policies, distributions received from equity method investees,
beneficial interests in securitization transactions, and separately identifiable cash flows and application of the
predominance principle. Early adoption is permitted. The Company does not expect to have significant changes on its
consolidated statements of cash flows when it adopts the amended guidance on October 1, 2016.

Effective January 1, 2019, the Company will be required to adopt the new guidance of ASC Topic 842, Leases (Topic
842), which will supersede ASC Topic 840, Leases. Topic 842 requires lessees to recognize assets and liabilities for
all leases with lease terms of more than 12 months. The Company expects to adopt Topic 842 using a modified
retrospective transition approach for leases existing at, or entered into after, the beginning of the earliest comparative
period presented in the financial statements. The Company has not yet completed the assessment of the impact of the
new guidance on its consolidated financial statements.

Effective January 1, 2020, the Company will be required to adopt the amended guidance of Topic 326, Financial
Instruments - Credit Losses, which is intended to improve financial reporting by requiring more timely recording of
credit losses on loans and other financial instruments held by financial institutions and other organizations. The
amended guidance requires the measurement of all expected credit losses for financial assets held at the reporting date
based on historical experience, current conditions, and reasonable and supportable forecasts. Early adoption will be
permitted for fiscal years, and interim periods within those fiscal years, beginning after December 15, 2018. The
Company does not expect the adoption of this amended guidance to have a significant impact on the Company’s
financial results.

Note 4. Acquisitions

During the nine months ended September 30, 2016, the Company acquired a 90% interest in Harvest Innovations, an
industry leader in minimally processed, expeller-pressed soy proteins, oils, and gluten-free ingredients; a 50% interest
in Cairo-based Medsofts Group, a joint venture that owns and manages merchandising and supply chain operations;
Caterina Foods, a leading toll manufacturer of specialty gluten-free and high-protein pastas; and a Casablanca,
Morocco-based corn wet mill that produces glucose and native starch for an aggregate cost of $136 million in cash
and recorded preliminary allocations of purchase prices related to the acquisitions. The aggregate purchase price of
these acquisitions, net of cash acquired of $11 million, was preliminarily allocated to working capital, property, plant,
and equipment, goodwill, other intangible assets, other long-term assets, other long-term liabilities, and redeemable
noncontrolling interest for $15 million, $23 million, $70 million, $41 million, $42 million, $17 million, and $38
million, respectively.

The remaining 10% interest in Harvest Innovations is recorded in other long-term liabilities and accounted for as a
mandatorily redeemable interest which the Company has agreed to acquire following two years of operations.

13
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In April 2016, the Company acquired a 50% interest in Medsofts Group. The Company has an option three years from
the date of acquisition to acquire the remaining 50% interest in Medsofts Group based on a fixed multiple of earnings
before taxes, interest, and depreciation and amortization for the last twelve months of this three-year period. If the
Company does not elect to exercise its option, the noncontrolling interest holder has the option to put the 50% interest
to the Company on similar, though discounted, terms. The Company records the 50% remaining interest in temporary
equity - redeemable noncontrolling interest.

14
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Archer-Daniels-Midland Company

Notes to Consolidated Financial Statements (Continued)
(Unaudited)

Note 5. Fair Value Measurements

The following tables set forth, by level, the Company’s assets and liabilities that were accounted for at fair value on a
recurring basis as of September 30, 2016 and December 31, 2015.

Fair Value Measurements at September 30,

2016

Quoted

Prices

in Significant . ..

Markets Observable Total

for Inputs Inputs

Identical(Level 2) (Level 3)

Assets

(Level

1)

(In millions)
Assets:
Inventories carried at market $— $ 2,533 $ 1,164 $3,697
Unrealized derivative gains:
Commodity contracts 4 491 204 699
Foreign exchange contracts — 55 — 55
Interest rate contracts — 28 — 28
Cash equivalents 249 — — 249
Marketable securities 647 71 — 718
Segregated investments 1,878 — — 1,878
Deferred receivables consideration — 661 — 661
Total Assets $2,778 $ 3,839 $ 1,368 $7,985
Liabilities:
Unrealized derivative losses:
Commodity contracts $— $ 557 $ 118 $675
Foreign exchange contracts — 99 — 99
Inventory-related payables — 394 15 409
Total Liabilities $— $ 1,050 $ 133 $1,183
10

15
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Archer-Daniels-Midland Company

Notes to Consolidated Financial Statements (Continued)
(Unaudited)

Note 5. Fair Value Measurements (Continued)

Fair Value Measurements at December 31,

2015

Quoted

Prices

in Significant . ..

Markets Observable Total

for Inputs Inputs

Identical(Level 2) (Level 3)

Assets

(Level

1)

(In millions)
Assets:
Inventories carried at market $— $ 3,062 $ 1,004 $4,066
Unrealized derivative gains:
Commodity contracts — 403 243 646
Foreign exchange contracts 1 92 — 93
Interest rate contracts — 19 — 19
Cash equivalents 328 — — 328
Marketable securities 698 175 — 873
Segregated investments 1,938 — — 1,938
Deferred receivables consideration — 513 — 513
Total Assets $2,965 $ 4,264 $ 1,247 $8,476
Liabilities:
Unrealized derivative losses:
Commodity contracts $— $ 300 $ 113 $419
Foreign exchange contracts — 186 — 186
Inventory-related payables — 705 16 721
Total Liabilities $— % 1,197 $ 129 $1,326

Estimated fair values for inventories carried at market are based on exchange-quoted prices adjusted for differences in
local markets, broker or dealer quotations or market transactions in either listed or over-the-counter (OTC)

markets. Market valuations for the Company’s inventories are adjusted for location and quality because the
exchange-quoted prices represent contracts that have standardized terms for commodity, quantity, future delivery
period, delivery location, and commodity quality or grade. When unobservable inputs have a significant impact on the
measurement of fair value, the inventory is classified in Level 3. Changes in the fair value of inventories are
recognized in the consolidated statements of earnings as a component of cost of products sold.

11
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Archer-Daniels-Midland Company

Notes to Consolidated Financial Statements (Continued)
(Unaudited)

Note 5. Fair Value Measurements (Continued)

Derivative contracts include exchange-traded commodity futures and options contracts, forward commodity purchase
and sale contracts, and OTC instruments related primarily to agricultural commodities, energy, interest rates, and
foreign currencies. Exchange-traded futures and options contracts are valued based on unadjusted quoted prices in
active markets and are classified in Level 1. The majority of the Company’s exchange-traded futures and options
contracts are cash-settled on a daily basis and, therefore, are not included in these tables. Fair value for forward
commodity purchase and sale contracts is estimated based on exchange-quoted prices adjusted for differences in local
markets. These differences are generally determined using inputs from broker or dealer quotations or market
transactions in either the listed or OTC markets. When observable inputs are available for substantially the full term
of the contract, it is classified in Level 2. When unobservable inputs have a significant impact on the measurement of
fair value, the contract is classified in Level 3. Except for certain derivatives designated as cash flow hedges, changes
in the fair value of commodity-related derivatives are recognized in the consolidated statements of earnings as a
component of cost of products sold. Changes in the fair value of foreign currency-related derivatives are recognized
in the consolidated statements of earnings as a component of revenues, cost of products sold, or other (income)
expense — net depending upon the purpose of the contract. The effective portions of changes in the fair value of
derivatives designated as cash flow hedges are recognized in the consolidated balance sheets as a component of
accumulated other comprehensive income (loss) (AOCI) until the hedged items are recorded in earnings or it is
probable the hedged transaction will no longer occur.

The Company’s cash equivalents are comprised of money market funds valued using quoted market prices and are
classified as Level 1.

The Company’s marketable securities are comprised of equity investments, U.S. Treasury securities, corporate debt
securities, and other debt securities. Publicly traded equity investments and U.S. Treasury securities are valued using
quoted market prices and are classified in Level 1. Corporate debt and other debt securities are valued using
third-party pricing services and substantially all are classified in Level 2. Unrealized changes in the fair value of
available-for-sale marketable securities are recognized in the consolidated balance sheets as a component of AOCI
unless a decline in value is deemed to be other-than-temporary at which point the decline is recorded in earnings.

The Company’s segregated investments are comprised of U.S. Treasury securities. U.S. Treasury securities are valued
using quoted market prices and are classified in Level 1.

The Company has deferred consideration under its accounts receivable securitization programs (the ‘“Programs”) which
represents notes receivable from the purchasers under the Programs (see Note 16). This amount is reflected in other
current assets on the consolidated balance sheet (see Note 8). The Company carries the deferred consideration at fair
value determined by calculating the expected amount of cash to be received. The fair value is principally based on
observable inputs (a Level 2 measurement) consisting mainly of the face amount of the receivables adjusted for
anticipated credit losses and discounted at the appropriate market rate. Payment of deferred consideration is not

subject to significant risks other than delinquencies and credit losses on accounts receivable transferred under the
Programs, which have historically been insignificant.

12
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Archer-Daniels-Midland Company

Notes to Consolidated Financial Statements (Continued)
(Unaudited)

Note 5. Fair Value Measurements (Continued)

The following table presents a reconciliation of assets measured at fair value on a recurring basis using significant
unobservable inputs (Level 3) during the three months ended September 30, 2016.

Level 3 Fair Value Asset
Measurements at
September 30, 2016

Inventori€ommodity
Carried Derivative
Total

at Contracts Assets

Market Gains

(In millions)
Balance, June 30, 2016 $1,099 $ 153 $1,252
;lgt;i increase (decrease) in net realized/unrealized gains included in cost of products o7 )76 21 )
Purchases 2,523 — 2,523
Sales (2,529 ) — (2,529 )
Settlements — (85 ) (85 )
Transfers into Level 3 206 66 272
Transfers out of Level 3 38 ) (6 ) 44 )
Ending balance, September 30, 2016 $1,164 $ 204 $1,368

* Includes increase in unrealized gains of $22 million relating to Level 3 assets still held at September 30, 2016.

The following table presents a reconciliation of liabilities measured at fair value on a recurring basis using significant
unobservable inputs (Level 3) during the three months ended September 30, 2016.

Level 3 Fair Value Liability

Measurements at

September 30, 2016
Commodity

Inven rey—. .
rivative
relate ontracts Total

S Liabilities

(In millions)

Balance, June 30, 2016 $12 $ 500 $ 512
Total increase (decrease) in net realized/unrealized losses included in cost of products 3 a ) 2

sold*

Purchases 3 — 3

Sales 3 ) — 3 )
Settlements — (247 ) (247 )
Transfers into Level 3 — 33 33
Transfers out of Level 3 — (167 ) (167 )
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Ending balance, September 30, 2016 $15 $ 118 $ 133

* Includes increase in unrealized losses of $1 million relating to Level 3 liabilities still held at September 30, 2016.
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Note 5. Fair Value Measurements (Continued)

The following table presents a reconciliation of assets measured at fair value on a recurring basis using significant
unobservable inputs (Level 3) during the three months ended September 30, 2015.

Level 3 Fair Value Asset
Measurements at
September 30, 2015

Inventori€ommodity
Carried Derivative
Total

at Contracts Assets

Market Gains

(In millions)
Balance, June 30, 2015 $1,026 $ 154 $1,180
;lgt;i increase (decrease) in net realized/unrealized gains included in cost of products (106 ) 74 32 )
Purchases 2,652 — 2,652
Sales (2,695 ) — (2,695 )
Settlements — (45 ) 45 )
Transfers into Level 3 169 43 212
Transfers out of Level 3 (116 ) (24 ) (140 )
Ending balance, September 30, 2015 $930 $ 202 $1,132

* Includes increase in unrealized gains of $62 million relating to Level 3 assets still held at September 30, 2015.

The following table presents a reconciliation of liabilities measured at fair value on a recurring basis using significant
unobservable inputs (Level 3) during the three months ended September 30, 2015.

Level 3 Fair Value
Liability Measurements at
September 30, 2015

Inve Cgrm modity

relat Total
Pay Liabilities

(In millions)

Balance, June 30, 2015 $13 $ 363 $ 376
Total increase (decrease) in net realized/unrealized losses included in cost of products

sold* 18 (8 ) 10
Purchases 3 — 3
Settlements — (219 ) (219 )
Transfers into Level 3 — 26 26
Transfers out of Level 3 (8 ) (8 )

Ending balance, September 30, 2015 $34 $ 154 $ 188
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* Includes increase in unrealized losses of $12 million relating to Level 3 liabilities still held at September 30, 2015.
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Note 5. Fair Value Measurements (Continued)

The following table presents a reconciliation of assets measured at fair value on a recurring basis using significant
unobservable inputs (Level 3) during the nine months ended September 30, 2016.
Level 3 Fair Value Asset
Measurements at
September 30, 2016
Inventori€ommodity
Carried Derivative
at Contracts
Market Gains
(In millions)

Total
Assets

Balance, December 31, 2015 $1,004 $ 243 $1,247
;lgt;i increase (decrease) in net realized/unrealized gains included in cost of products 210 ) 171 (39 )
Purchases 7,565 — 7,565
Sales (7,272 ) — (7,272 )
Settlements — (302 ) (302 )
Transfers into Level 3 206 132 338
Transfers out of Level 3 (129 ) 40 ) (169 )
Ending balance, September 30, 2016 $1,164 $ 204 $1,368

* Includes increase in unrealized gains of $36 million relating to Level 3 assets still held at September 30, 2016.

The following table presents a reconciliation of liabilities measured at fair value on a recurring basis using significant
unobservable inputs (Level 3) during the nine months ended September 30, 2016.

Level 3 Fair Value Liability
Measurements at
September 30, 2016

Commodity

Inven rey—. .
rivative
relate Total

ontracts N
es Liabilities

Payafles e

(In millions)

Balance, December 31, 2015 $16 $ 113 $ 129
Total increase (decrease) in net realized/unrealized losses included in cost of products

sold* 5 494 499
Purchases 5 — 5

Sales (11 ) — (11 )
Settlements — (392 ) (392 )
Transfers into Level 3 — 115 115
Transfers out of Level 3 — (212 ) (212 )
Ending balance, September 30, 2016 $15 $ 118 $ 133
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* Includes increase in unrealized losses of $499 million relating to Level 3 liabilities still held at September 30, 2016.
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Note 5. Fair Value Measurements (Continued)

The following table presents a reconciliation of assets measured at fair value on a recurring basis using significant
unobservable inputs (Level 3) during the nine months ended September 30, 2015.
Level 3 Fair Value Asset
Measurements at
September 30, 2015
Inventori€ommodity
Carried Derivative
Total
at Contracts Assets
Market Gains
(In millions)

Balance, December 31, 2014 $1,491 $ 203 $1,694
;lgt;i increase (decrease) in net realized/unrealized gains included in cost of products @23 ) 183 (240 )
Purchases 8,319 — 8,319
Sales (8,388 ) — (8,388 )
Settlements — (306 ) (306 )
Transfers into Level 3 169 156 325
Transfers out of Level 3 (238 ) (34 ) (272 )
Ending balance, September 30, 2015 $930 $ 202 $1,132

* Includes increase in unrealized gains of $267 million relating to Level 3 assets still held at September 30, 2015

The following table presents a reconciliation of liabilities measured at fair value on a recurring basis using significant
unobservable inputs (Level 3) during the nine months ended September 30, 2015.
Level 3 Fair Value Liability
Measurements at
September 30, 2015
Commodity

Inven rey—. .
rivative
relate ontracts Total
Payattes Liabilities
osses

(In millions)

Balance, December 31, 2014 $40 $ 212 $ 252
Total increase (decrease) in net realized/unrealized losses included in cost of products

sold* 8 271 279
Purchases 15 — 15

Sales 29 ) — (29 )
Settlements — (468 ) (468 )
Transfers into Level 3 — 161 161
Transfers out of Level 3 — (22 ) (22 )
Ending balance, September 30, 2015 $34 $ 154 $ 188
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* Includes increase in unrealized losses of $283 million relating to Level 3 liabilities still held at September 30, 2015
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Archer-Daniels-Midland Company

Notes to Consolidated Financial Statements (Continued)
(Unaudited)

Note 5. Fair Value Measurements (Continued)

For all periods presented, the Company had no transfers between Level 1 and 2. Transfers into Level 3 of assets and
liabilities previously classified in Level 2 were due to the relative value of unobservable inputs to the total fair value
measurement of certain products and derivative contracts rising above the 10% threshold. Transfers out of Level 3
were primarily due to the relative value of unobservable inputs to the total fair value measurement of certain products
and derivative contracts falling below the 10% threshold and thus permitting reclassification to Level 2.

In some cases, the price components that result in differences between exchange-traded prices and local prices for
inventories and commodity purchase and sale contracts are observable based upon available quotations for these
pricing components, and in some cases, the differences are unobservable. These price components primarily include
transportation costs and other adjustments required due to location, quality, or other contract terms. In the table below,
these other adjustments are referred to as Basis. The changes in unobservable price components are determined by
specific local supply and demand characteristics at each facility and the overall market. Factors such as substitute
products, weather, fuel costs, contract terms, and futures prices also impact the movement of these unobservable price
components.

The following table sets forth the weighted average percentage of the unobservable price components included in the
Company’s Level 3 valuations as of September 30, 2016 and December 31, 2015. The Company’s Level 3
measurements may include Basis only, transportation cost only, or both price components. As an example, for Level 3
inventories with Basis, the unobservable component as of September 30, 2016 is a weighted average 17.9% of the
total price for assets and 60.7% of the total price for liabilities.

Weighted Average % of Total Price
September 30, December 31,

2016 2015
Component Type Assets Liabilities Assets Liabilities
Inventories and Related Payables
Basis 179% 60.7 % 10.0% 53.5 %
Transportation cost 48 % 23 % 1.8 % —
Commodity Derivative Contracts
Basis 204% 323 % 17.7% 179 %
Transportation cost 7.8 % 11.8 % 6.6 % 104 %

In certain of the Company’s principal markets, the Company relies on price quotes from third parties to value its
inventories and physical commodity purchase and sale contracts. These price quotes are generally not further adjusted
by the Company in determining the applicable market price. In some cases, availability of third-party quotes is limited
to only one or two independent sources. In these situations, absent other corroborating evidence, the Company
considers these price quotes as 100% unobservable and, therefore, the fair value of these items is reported in Level 3.
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Notes to Consolidated Financial Statements (Continued)
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Note 6. Derivative Instruments and Hedging Activities
Derivatives Not Designated as Hedging Instruments

The majority of the Company’s derivative instruments have not been designated as hedging instruments. The Company
uses exchange-traded futures and exchange-traded and OTC options contracts to manage its net position of
merchandisable agricultural commodity inventories and forward cash purchase and sales contracts to reduce price risk
caused by market fluctuations in agricultural commodities and foreign currencies. The Company also uses
exchange-traded futures and exchange-traded and OTC options contracts as components of merchandising strategies
designed to enhance margins. The results of these strategies can be significantly impacted by factors such as the
correlation between the value of exchange-traded commodities futures contracts and the value of the underlying
commodities, counterparty contract defaults, and volatility of freight markets. Derivatives, including exchange-traded
contracts and physical purchase or sale contracts, are stated at market value and inventories of certain merchandisable
agricultural commodities, which include amounts acquired under deferred pricing contracts, are stated at market value.
Changes in the market value of inventories of certain merchandisable agricultural commodities, forward cash purchase
and sales contracts, exchange-traded futures and exchange-traded and OTC options contracts are recognized in
earnings immediately. Inventory is not a derivative and therefore fair values of and changes in fair values of
inventories are not included in the tables below.

The following table sets forth the fair value of derivatives not designated as hedging instruments as of September 30,
2016 and December 31, 2015.

September 30, December 31,
2016 2015
AssetsLiabilities Assets Liabilities
(In millions)

FX Contracts $55 $ 99 $93 $ 186
Commodity Contracts 699 675 646 419
Total $754 $§ 774 $739 $ 605

The following tables set forth the pre-tax gains (losses) on derivatives not designated as hedging instruments that have
been included in the consolidated statements of earnings for the three and nine months ended September 30, 2016 and
2015.

Three months

ended

September

30,

2016 2015

(In millions)
FX Contracts

Revenues $(19) $18
Cost of products sold 1 (200 )
Other income (expense) — net 3 )59
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Commodity Contracts
Cost of products sold 369 586
Total gain (loss) recognized in earnings $348 $463
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Note 6. Derivative Instruments and Hedging Activities (Continued)

Nine months

ended

September 30,

2016 2015

(In millions)
FX Contracts

Revenues $(332 ) $26
Cost of products sold 263 (263 )
Other income (expense) — net (108 ) 67

Commodity Contracts
Cost of products sold (266 ) 573
Total gain (loss) recognized in earnings $(143) $403

Derivatives Designated as Cash Flow or Fair Value Hedging Strategies

As of September 30, 2016 and December 31, 2015, the Company has certain derivatives designated as cash flow and
fair value hedges.

The Company uses interest rate swaps designated as fair value hedges to protect the fair value of fixed-rate debt due to
changes in interest rates. The changes in the fair value of the interest rate swaps and the underlying fixed-rate debt are
recorded in other (income) expense - net. The terms of the interest rate swaps match the terms of the underlying debt
resulting in no ineffectiveness. At September 30, 2016, the Company has $28 million in other current assets
representing the fair value of the interest rate swaps and a corresponding increase in the underlying debt for the same
amount with no impact to earnings.

For each of the commodity hedge programs described below, the derivatives are designated as cash flow

hedges. Assuming normal market conditions, the changes in the market value of such derivative contracts have
historically been, and are expected to continue to be, highly effective at offsetting changes in price movements of the
hedged item. Once the hedged item is recognized in earnings, the gains/losses arising from the hedge are reclassified
from AOCI to either revenues or cost of products sold, as applicable. As of September 30, 2016, the Company has
$39 million of after-tax losses in AOCI related to gains and losses from commodity cash flow hedge transactions. The
Company expects to recognize $35 million of these after-tax losses in its consolidated statement of earnings during the
next 12 months.

The Company uses futures or options contracts to fix the purchase price of anticipated volumes of corn to be
purchased and processed in a future month. The objective of this hedging program is to reduce the variability of cash
flows associated with the Company’s forecasted purchases of corn. The Company’s corn processing plants currently
grind approximately 76 million bushels of corn per month. During the past 12 months, the Company hedged between
16% and 66% of its monthly anticipated grind. At September 30, 2016, the Company has designated hedges
representing between 14% and 62% of its anticipated monthly grind of corn for the next 12 months.

The Company, from time to time, also uses futures, options, and swaps to fix the sales price of certain ethanol sales
contracts. The Company has established hedging programs for ethanol sales contracts that are indexed to unleaded
gasoline prices and to various exchange-traded ethanol contracts. The objective of these hedging programs is to reduce
the variability of cash flows associated with the Company’s sales of ethanol. During the past 12 months, the Company
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hedged between 0 and 93 million gallons of ethanol sales per month under these programs. At September 30, 2016,
the Company has designated hedges representing between 0 and 66 million gallons of ethanol sales per month over
the next 12 months.
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Note 6. Derivative Instruments and Hedging Activities (Continued)

The following table sets forth the fair value of derivatives designated as hedging instruments as of September 30, 2016
and December 31, 2015.

September 30,
2016
Assefsiabilities Assets  Liabilities
(In millions)
Interest Contracts $28 $ —$ 19
Total $28 $ —$ 19

December 31, 2015

$
$

The following tables set forth the pre-tax gains (losses) on derivatives designated as hedging instruments that have
been included in the consolidated statements of earnings for the three and nine months ended September 30, 2016 and
2015.

Three
months
ended
Consolidated Statement of §8p tember
Earnings Locations 2016 2015
(In
millions)
Effective amounts recognized in earnings
FX Contracts Other income/expense —net $(3 ) $6
Interest Contracts Interest expense 2 )—
Commodity Contracts Cost of products sold 37 )2
Revenues O )4
Ineffective amount recognized in earnings
Commodity Contracts Revenues a Ha)
Cost of products sold 1 1
Total amount recognized in earnings $(51) $12
Nine
months
ended
Consolidated Statement of §8p tember
Earnings Locations 2016 2015
(In
millions)
Effective amounts recognized in earnings
FX Contracts Other income/expense — net $(25) $28
Interest Contracts Interest expense 2 )—
Commodity Contracts Cost of products sold 61 ) (16)
Revenues (14 ) 49
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Ineffective amount recognized in earnings

Commodity Contracts Revenues — 6

Cost of products sold 5 3 )
Interest Contracts Other income/expense — net — 1
Total amount recognized in earnings $(97) $65
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Note 6. Derivative Instruments and Hedging Activities (Continued)

Hedge ineffectiveness for commodity contracts results when the change in the price of the underlying commodity in a
specific cash market differs from the change in the price of the derivative financial instrument used to establish the
hedging relationship. As an example, if the change in the price of a corn futures contract is strongly correlated to the
change in cash price paid for corn, the gain or loss on the derivative instrument is deferred and recognized at the time
the corn grind occurs. If the change in price of the derivative does not strongly correlate to the change in the cash
price of corn, in the same example, some portion or all of the derivative gains or losses may be required to be
recognized in earnings prior to when the corn grind occurs.

Net Investment Hedging Strategies

On June 24, 2015, the Company issued €500 million aggregate principal amount of Floating Rate Notes and €600
million aggregate principal amount of 1.75% Notes (collectively, the “Notes”’). The Company has designated €1.1 billion
of the Notes as a hedge of its net investment in a foreign subsidiary. As of September 30, 2016, the Company has $11
million of losses in AOCI related to gains and losses from the net investment hedge transaction. The amount is

deferred in AOCI until the underlying investment is divested.

Note 7. Marketable Securities

Cost Unrealized Unrealized Fair
Gains Losses Value
(In millions)
September 30, 2016

United States government obligations

Maturity less than 1 year $253 ¢ — §$ — $253
Maturity 1 to 5 years 115 — — 115
Corporate debt securities

Maturity less than 1 year 2 — — 2
Maturity 1 to 5 years 67 2 — 69
Other debt securities

Maturity less than 1 year 1 — — 1
Equity securities

Available-for-sale 301 — (23 ) 278

$739 8 2 $ (23 ) $718

Cost Unrealized Unrealized Fair
Gains Losses Value
(In millions)
December 31, 2015

United States government obligations

Maturity less than 1 year $256 § — § — $256
Maturity 1 to 5 years 116 — — 116
Corporate debt securities

Maturity 1 to 5 years 26 — — 26
Other debt securities

Maturity less than 1 year 182 — — 182
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Maturity 1 to 5 years
Equity securities
Available-for-sale
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296 4 6 ) 294
$879 § 4 $ 6 ) $877
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Note 7. Marketable Securities (Continued)

The $23 million in unrealized losses at September 30, 2016 arose within the last 12 months and is related to the
Company’s investment in one available-for-sale equity security with a fair value of $296 million. The Company
evaluated the near-term prospects of the issuer in relation to the severity and duration of the impairment. Based on
that evaluation and the Company’s ability and intent to hold this investment for a reasonable period of time sufficient
for a forecasted recovery of fair value, the Company does not consider this investment to be other-than-temporarily
impaired at September 30, 2016.

For information on other-than temporary impairment charges, see Note 15.
Note 8.  Other Current Assets
The following table sets forth the items in other current assets:
SeptemHoedéinber 31,
2016 2015

(In millions)

Unrealized gains on derivative contracts $782 $ 758

Deferred receivables consideration 661 513
Customer omnibus receivable 504 1,148
Financing receivables - net () 301 352
Insurance premiums receivable 695 584
Prepaid expenses 214 406
Tax receivables 573 550
Non-trade receivables @ 518 288
Other current assets 460 687

$4,708 $ 5,286

(1) The Company provides financing to certain suppliers, primarily Brazilian farmers, to finance a portion of the
suppliers’ production costs. The amounts are reported net of allowances of $8 million at September 30, 2016 and
December 31, 2015. Interest earned on financing receivables of $5 million and $17 million for the three and nine
months ended September 30, 2016 and 2015, is included in interest income in the consolidated statements of earnings.

(2) Non-trade receivables include $250 million and $272 million of reinsurance recoverables as of September 30, 2016
and December 31, 2015, respectively.
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Note 9.  Accrued Expenses and Other Payables

The following table sets forth the items in accrued expenses and other payables:
SeptemHdedéinber 31,
2016 2015

(In millions)

Unrealized losses on derivative contracts $774 $ 605

Reinsurance premiums payable 483 425
Insurance claims payable 408 459
Deferred income 873 1,152
Other accruals and payables 1,313 1,472

$3,851 $ 4,113
Note 10. Debt and Financing Arrangements

On August 11, 2016, the Company issued $1.0 billion aggregate principal amount of 2.5% Notes due in 2026.
Proceeds before expenses were $993 million.

At September 30, 2016, the fair value of the Company’s long-term debt exceed