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Our Values
At CHS, we value:
• Our tradition of partnership
and shared success
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• Building lasting and mutually
rewarding customer relationships
• Managing our business
with the highest integrity
• Being responsible stewards
in our communities

you:

• Our people and their innovative spirit

You might raise wheat in Idaho. Perhaps
you’re a cattle producer in the western reaches
of South Dakota. You may be a cooperative
leader, working to meet the needs of farmers
or ranchers. Or maybe you’re a food ingredients
manufacturer in a small Minnesota city. No
matter who you are or what business you’re in,
you’re in it to grow. That’s where CHS comes
in. Whether your growth plans call for new
grain markets, reliable supplies of energy or
farm inputs, access to the best in grain-based
food ingredients, or solid tools for managing
risk, the CHS system is there.

chs:

CHS Inc. is the nation’s leading cooperative,
owned by farmers, ranchers and co-ops across
the United States. A diversified energy, grains
and foods business and a Fortune 100 company,
CHS is committed to providing the essential
resources that enrich lives around the world.
CHS supplies energy, crop nutrients, grain,
livestock feed, food and food ingredients, along
with business solutions, including insurance,
financial and risk management services. The
company operates petroleum refineries/pipelines
and manufactures, markets and distributes
Cenex® brand refined fuels, lubricants, propane
and renewable energy products.

LEADERSHIP LETTER

Casale, left, and Toelle

We begin this annual report with a question:
How can we help you grow? While that may
seem like a simple query, it sums up how
CHS views each day.
NET INCOME* / dollars in millions
961.4

2011

502 . 2

2010

381.4

2009

803.0

2008

75 6 . 7

2007

*attributable to CHS
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Even as we work around the clock to deliver reliable, competitively priced agronomic and energy products, connect
producers to global grain customers, and offer essential
business services, we’re always striving to do more and
to do it in ways that help our stakeholders grow. Whether
you’re a producer; a local cooperative; or a grain, food
ingredient or energy customer; CHS is committed to you
and your growth goals.
Throughout ﬁscal 2011, we’ve been taking that commitment to new levels. That’s essential as the complex global
agriculture and energy sectors continue to change at
unprecedented rates. And while 2011 certainly had its
share of challenges — weather, global economic weakness and geopolitical upheaval — there’s no question that
the future is bright for agriculture. World population is
growing and with it, demand for more and better food.
Those of us who’ve been involved in food production for
generations recognize the opportunities for agriculture;
so do the many new players who are aggressively investing in this robust industry.

Helping you grow your business and adding economic
value in the process means CHS must consistently deliver
strong ﬁnancial performance and maintain a solid balance sheet. Amid a volatile global marketplace in ﬁscal
2011, we accomplished both. CHS set new marks for both
net income and revenues. Our earnings reached a record
$961.4 million, while higher commodity prices and volumes for some products contributed to a new revenue
mark of $36.9 billion.
For our member-owners, those numbers represent much
more than a year-end ﬁnancial announcement. Based on
ﬁscal 2011 earnings, we expect that eligible CHS owners
will share in an estimated $421 million in cash patronage,
equity redemptions and preferred stock dividends during
ﬁscal 2012. As we look ahead, the CHS Board of Directors’
goal is to maintain a cash return policy that recognizes
those who built this company, rewards those we serve
today and establishes a solid foundation for the future.

Within the pages of this annual report are the business and
ﬁnancial highlights of ﬁscal 2011. But we’ve also included
We’re conﬁdent your member-owned system is positioned the most important results: the real-life stories of how
to succeed by capitalizing on its strong connections from CHS and member cooperatives are making a difference
farmers’ ﬁelds to the local cooperative to domestic and for the producers and customers we serve.
global customers. From energy and agronomic inputs to
grain gathering, risk management, logistics and capital, How can we help you grow? By delivering what you need
your system connects producers to customers around the to make your business a success today, tomorrow and for
world who increasingly see the beneﬁts of doing business years to come.
with a farmer-owned cooperative.
We also know that in a changing marketplace, we can and
must do more to help you grow. Throughout 2011, we have
been identifying and moving forward with new opportuni- CARL CASALE
ties for producers and member cooperatives — including President and Chief Executive Officer
options for aligning more closely with CHS — to ensure
you have access to the inputs, capital, risk management
tools and other resources you need to grow. Signiﬁcant
investments are under way, and more are planned, to
ensure reliable supplies of inputs, to expand global market MICHAEL TOELLE
access, and to create more opportunities to add value to Chairman, Board of Directors
the grains and oilseeds CHS owners raise.
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FOCUSING ON THE FUTURE

Cody Jorgensen considers himself a “lifer.”
That may seem like a strong statement
for a young producer, but Jorgensen says it with a smile.
The fourth generation to lead his family’s Jorgensen
Land & Cattle Company near Ideal, S.D., he envisions
a bright future for his Angus bull and crop operation,
supported by the cooperative system.
Country Pride Co-op, based at Winner, S.D., is the
operation’s essential partner. The farm buys Cenex® brand
fuel and Payback® feed and markets grain through the
cooperative. Jorgensen serves on the cooperative’s board.
He knows that Country Pride’s impact extends far beyond
the Jorgensen farm gate, contributing to employment,
economic health and overall vitality of a 200-mile wide
span across south-central South Dakota.

“In the future, it will be necessary to
have an excellent working relationship
between my local co-op and CHS.
CHS is vital to the success of a
company like Country Pride.”

Clockwise from right: Phillip, William, Emma, Cody and Abby Jorgensen
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GROWING
ENTERPRISE EFFICIENCY

For area producers, walking into West Central
Ag Services headquarters at Ulen, Minn.,
is the modern-day version of one-stop
agribusiness shopping. Visit one office to
manage your grain marketing risk via Country
Hedging, Inc. Take a few steps down the hall,
and a CHS Capital, LLC, representative can
assist with your production ﬁnance needs.
Just outside, a 52,000-ton crop nutrients
plant stands ready to meet crop production
needs; and every year the shuttle-loading facility
moves nearly 75 trainloads of grain to Paciﬁc
Northwest export terminals.
West Central Chief Executive Officer Jesse
McCollum knows busy producers’ ability to grow
depends on the ease, efficiency and expertise
their co-op provides each day from its one-stop
approach right to the farm ﬁeld.

“Opportunities will continue
to grow. It’s critical for us
to stay on top of our game.”
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CONNECTING
TO A HUNGRY WORLD

The sweeping wheat ﬁelds of north-central
Idaho may be half a world away from growing Asian market
demand, but thanks to their cooperative system, the Riggers
brothers know they’re connected to global opportunity.
Nate and Steve Riggers have built their successful
small grain, legumes and grass seed production operation
at Craigmont, Idaho, on innovation supported by agronomic
inputs, fuel, grain marketing and sound advice from
Primeland Cooperatives, Lewiston, Idaho.
Primeland, Nate says, always has the Riggers’ best
interests in mind, providing critical market insights and
knowledgeable people. The brothers value their connection
to Asian market opportunity through Primeland and the
expanding CHS Paciﬁc Northwest export terminal capability.
Future growth plans? Preparing the next generation
of Riggers for success in agriculture.

“I hope my son can join an operation
that’s positioned to succeed, in a region
that’s still relevant in global agriculture
and with farmland that’s more productive
in 10 years than it is today.”
From left: Nate and Steve Riggers
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FUELING RELIABLE
ENERGY SUPPLY

Watching the endless parade of oil industry–related
trucks passing Steven Littleﬁeld’s farmyard, there’s
no mistaking that it’s a new world in New Town, N.D.
But while the current exploration frenzy has fueled a
boom in western North Dakota, agriculture remains the
state’s economic backbone. As Littleﬁeld and his brother
and father look to grow their grain and cattle operation,
they count on United Prairie Cooperative and the
United Propane and Fuel Partners joint venture
for essential diesel, propane and other inputs.
Providing dependable energy resources across
rural America has been a CHS priority throughout
eight decades of expanding reﬁning capacity and
creating distribution systems that put customers ﬁrst.
CHS is investing $42 million in reﬁned fuels terminal
efficiencies and storage projects to ensure the
Littleﬁelds and thousands of other farmers and
ranchers can continue to count on reliable energy
ﬂow from their cooperative system.

“We buy all our fuel and many other
things from our co-op. We get quality
products and exceptional service.
Patronage is the icing on the cake.”
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BLENDING RECIPES
FOR GROWTH

For Jeff Thom, growth and success
depend on combining ingredients perfectly.
That goes beyond the mixes All American Foods
of Mankato, Minn., supplies to a diverse range of
institutional and consumer foods manufacturers
for making everything from donuts to sauces.
As CEO, Thom also counts on his suppliers
to provide the optimal blend of products and
service, including the soy ﬂour he sources from
the nearby CHS Oilseed Processing facility.
Diverse soy ingredients, which offer
versatility and value, continue to gain popularity
with food manufacturers. That’s critical to
Thom as he strives to stay ahead of consumer
trends and meet his customers’ needs —
and grow his business.

“What do we get from CHS?
Quality, superb customer
service and people who deliver
excellent value.”
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REVIEW OF OPERATIONS

ENERGY

facilities, added storage, enhanced ethanol blending, and
streamlined loading technology systems. Just after ﬁscal
2011 ended, CHS announced plans for new reﬁned fuels
Growing your energy business
and propane truck loading racks at Laurel, bringing to
$42 million the total investments planned. As they come
on line over the next three years, these projects will help
• Investing in dependable fuel distribution
address customers’ growing diesel demand and solidify
• Building a strong Cenex® brand
the CHS system reputation for dependability. During the
• Positioning for renewable fuels success
year, innovative contracting strategies also were tested
and incorporated to help customers respond to increasFiscal 2011 unfolded with yet another round of energy ing price volatility and mitigate price and inventory risk.
market challenges: difficult weather, supply concerns,
price and margin volatility, and domestic and global com- Helping customers grow was the impetus behind other
petitive pressures. Through it all, CHS focused on making projects as well. The Laurel reﬁnery brought its new bendaily and long-term decisions and offering innovative zene reduction unit on line in ﬁscal 2011 and implemented
strategies to help our customers grow.
processes to improve the output ratio of diesel to gasoline.
Efforts continue to monitor and reduce greenhouse gas
Topping the list were announced investments in reﬁned emissions. CHS also expanded reﬁned fuel storage capacfuels distribution infrastructure at terminals along the ity on the Gulf Coast and ensured access to pipelines and
northern tier region served by the CHS Laurel, Mont., export facilities.
reﬁnery, including improved and expanded truck loading
Overall, the ability to manage today’s challenges and
prepare for tomorrow’s market growth opportunities
helped CHS achieve excellent ﬁnancial performance in
ﬁscal 2011, while providing reliable supplies of lubricants,
propane, renewable fuels and reﬁned fuels — particularly the highly regarded Cenex Ruby Fieldmaster® and
Cenex Roadmaster XL® premium diesel fuels. Reﬁned
fuels completed the year with near-record results, due
to both new market penetration and historically high
industry margins. Eligible member-owners will share
in those ﬁscal 2011 energy earnings through patronage
Planned loading rack
distributed during ﬁscal 2012.
upgrades and other
efficiencies will help
shorten waiting times
at the CHS Pipeline
Terminal at Minot, N.D.
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CHS retail operations continue to expand, providing more
opportunities to reach new customers with Cenex brand
energy products, as well as other offerings that suit speciﬁc customer needs while maximizing revenue and CHS

Horizon Resources
of Williston, N.D.,
counts on a steady
fuel supply from CHS
to balance demand
from its traditional
agriculture and
consumer customers
with demand spurred
by the region’s oil
exploration boom.

reﬁnery gasoline utilization. The Cenex brand continued to build loyalty with consumer-focused convenience
stores. CHS delivered new tools for growth to its energy
retail partners by providing training and value-added
programs designed to increase store revenue, including strategic consulting and attention to improving site
image and connections to the Cenex brand. The cobranded
Visa® credit card program with Cabela’s® increased trafﬁc to Cenex locations and earned rewards for Cabela’s
customers. Store owners and customers also beneﬁtted
from increased program support to protect data privacy
with credit card transactions as volumes hit a record. In
addition, food safety training helped stores continue to
meet federal regulations, while providing a consistent,
high-quality food experience for consumers.
CHS lubricants delivered its third-best performance in
history, driven by increased branded agricultural market
volume, expanded ﬂeet agreements and relationships with
construction equipment manufacturers. Cenex Maxtron®
PCMO Dexos motor oil was approved for use in General
Motors vehicles worldwide. Those opportunities were
matched with upgrades and increased capacity at the
CHS lubricants bulk-loading facility. During the year, the

Cenex Total Protection Plan™ warranty program expanded
to include diesel-powered forestry equipment, providing
new customers with performance and peace of mind.
Domestic propane demand fell in ﬁscal 2011, due to
reduced 2010 harvest crop drying needs, combined with
a weak economy, higher prices and greater household
fuel efficiency. Nonetheless, CHS propane maintained
its growth track, reaching out to customers in eastern
and northeastern states, and securing an agreement with
Whiting Oil to market all propane and butane produced
at its northwest North Dakota facility. CHS also reached
incremental storage and rail agreements in the Midwest
and northeastern United States.
A growing reputation for dependable, efficient renewable
fuels programs and related services helped create record
proﬁtability for CHS Renewable Fuels Marketing. The
group handles nearly 5 percent of U.S.-produced ethanol
and began exporting ethanol in late calendar 2010. Its

Construction team
members check
progress on a new
fuel storage tank
being built at the
Minot, N.D.,
pipeline terminal.
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REVIEW OF OPERATIONS

extensive market footprint and expanding capabilities From essential crop inputs to world grain markets to valuehelp ethanol manufacturing clients with new opportuni- added, grain-based food ingredients, producers and coopties and stronger proﬁt potential.
eratives in the CHS system are poised to capitalize on
opportunities to help feed a growing and hungry world.
Leveraging both its transportation and marketing expertise, CHS also began supplying ethanol manufacturers CHS grain marketing delivered strong earnings in 2011,
with natural gasoline, a denaturant in the production due in large part to its ability to strategically manage
process, creating another opportunity to provide ethanol through market volatility and reduced 2010 crop producproduction inputs and enhance system efficiency.
tion outside the United States, notably in the Black Sea
region. The earnings also reﬂected a gain from the sale of
CHS Transportation’s well-known ﬂexibility, innovative CHS ownership in Multigrain AG, a Brazilian joint venture.
approaches and extensive resources helped it serve customers, despite monumental ﬂooding throughout much of Although the 2010 U.S. corn crop was among the largest
the Midwest that contributed to weeks of delivery difficul- historically, yields below expectations limited carryover
ties. Each year, the dedicated CHS team travels nearly 35 stocks, and continued demand for ethanol manufacturmillion miles in all conditions to bring customers reﬁned ing helped maintain strong prices. Expanding Chinese
fuels, lubricants, propane, crop nutrients, soy oil, soybean soybean demand also helped boost bushels marketed, as
meal and other products reliably and on time.
China’s average income level and desire for higher-quality
foods increased.

AG BUSINESS
Growing global opportunity

During ﬁscal 2011, CHS took several critical steps to
build its northern tier grain-gathering relationships and
Paciﬁc Northwest export platform, which serve burgeoning Asia-Paciﬁc demand. Plans are underway for four
grain shuttle–loading facilities in Montana, Nebraska and

• Strong domestic and global grain
origination presence
• Multinational crop nutrients sourcing
• Unparalleled local commitment

Helping producers, member cooperatives and grain customers grow is an opportunity that literally spans the
globe. In ﬁscal 2011, CHS once again demonstrated that
the producer-owned system is more than up to the task,
hitting new marks in its Ag Business segment and taking
decisive steps to ensure future growth.
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A new pier segment
nearing completion
is among the
expansion and
upgrade plans at the
CHS Kalama, Wash.,
grain export terminal,
which will strengthen
access to growing
Asian markets.

West Central Ag
Services CEO
Jesse McCollum,
left, discusses
crop outlook with
producer-director
Kim Syverson
of Ulen, Minn.

Uruguay. Increased presence as a crop nutrients supplier in Brazil also solidiﬁed CHS presence in that region,
which is expected to help fulﬁll rapidly escalating Asian
grain demand.
Crop nutrients operations also gained elevated presence
in CHS Geneva, Switzerland, and Amman, Jordan, offices.
CHS sources crop nutrients from 19 countries and now
trades fertilizer internationally. By integrating crop nutrients and grain marketing throughout the world, CHS can
leverage its strength in market development, logistics and
customer service, while increasing efficiency and adding
value for customers.

Domestic crop nutrients sales experienced signiﬁcant
gains in ﬁscal 2011, signaling recovery from the 2009
North Dakota that will be operational in 2012. CHS also downturn and early success of its regional structure.
acquired the remaining interest in a joint venture grain Strong commodity prices helped build demand, although a
shuttle elevator in northern Minnesota in late calendar cold, wet spring in much of the Upper Midwest and eastern
2010. And the company announced plans to strengthen Corn Belt delayed planting and reduced applications, as
its Tacoma, Wash., TEMCO grain exporting joint venture did severe drought in southern states. CHS added several
with Cargill, Inc., and at the same time initiate signiﬁcant crop nutrient storage facilities to enhance its distribution
investment and expansion at its Kalama, Wash., terminal,
which returned to CHS control after a successful 12-year
Producer Kerry Hofer
partnership with Mitsui & Co., Ltd., of Japan.
of Freeman, S.D.,
CHS also continued to build out its global grain and crop
nutrients platforms to ensure the company supplies customers and manages market risk year-round. In January
2011, CHS acquired Agri Point Limited, increasing its presence in rapidly expanding production areas of Romania,
Bulgaria, Hungary and Serbia. The acquisition included
access to key shipping facilities with a deep-water port,
barge-loading facility and inland grain terminal. As the
Multigrain joint venture ended, CHS focused on growing its own South American presence by expanding the
activities of CHS do Brasil and CHS de Argentina as
leading exporters of grain from Brazil, Argentina and

left, monitors
soybean harvest
with Country Pride
location manager
Brad Letcher.
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REVIEW OF OPERATIONS

Dante, S.D.,
producer
Bud Koupal, left,
counts on sales
agronomist Roger
Cuka for advice
to help his
operation grow.

continues to provide a choice for producers and member
co-ops considering full alignment with CHS while maintaining local voice.
CHS Nutrition increased volume, productivity and profitability with its line of animal nutrition products under
the Payback® brand, despite an increasingly competitive
marketplace and rising raw materials costs. By focusing
on high-quality products that deliver exceptional value,
CHS Nutrition expanded the market area served by its 13
manufacturing facilities. To help control quality and cost,
CHS began manufacturing its own line of liquid feeds
through a joint venture.

CHS Sunﬂower achieved record results in ﬁscal 2011,
largely due to its emphasis on hybrid sunﬂower seed that
meets the needs of domestic confectionary and international buyers for extra-large seeds. The CHS market for
Domestic fertilizer industry consolidation reinforced con- hybrid sunﬂower seed grew in China and Argentina, with
tinued development of sourcing options to better serve preferred customer agreements. Demand for jumbo inCHS customers. New relationships through CHS global shell seed more than doubled CHS sales of this popular
partners further enhanced supply sources for U.S. crop product to domestic roasters.
producers who purchase from the CHS system. CHS crop
nutrients customers also got instant access to their con- With stability in U.S. soybean meal demand and reduced
tracts, orders, shipments and other essential data through meal exports, CHS Oilseed Processing and other soybean
processors in the overcrowded industry saw smaller crusha new Web-based information system.
ing volumes in ﬁscal 2011. Adequate soybean supplies
Fiscal 2011 was also a year of performance success for and relief through lower fuel costs helped maintain solid
CHS Country Operations, which serves more than 55,000 performance levels, despite smaller throughput.
producers through 60 locally governed retail businesses.
The year brought new locations in Illinois and Colorado, Combined with CHS Protein Foods, a manufacturer of
along with a consolidation in Michigan after year-end, in soy protein food ingredients based in Hutchinson, Kan.,
addition to business growth throughout the existing opera- Oilseed Processing earnings met expectations and
tions. By year-end, those producer-focused operations had exceeded industry averages. Revenues were supported
generated a record nearly $7 billion in revenues on crop by an ongoing emphasis on energy savings and sustaininputs, energy and grain marketing; handled a landmark ability, which helped minimize costs and environmental
600 million bushels of grain; and exceeded proﬁtability impact at the plant in Hutchinson, Minn., and soybean
expectations. The Country Operations business model crushing facilities at Mankato and Fairmont, Minn.
network and allow for timely, efficient delivery without
overextending inventory requirements.
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CORPORATE AND OTHER
Growing stakeholder value
• Producer-focused
• Total enterprise solutions

Country Hedging also gained a greater stake in Russell
Consulting Group, building on a relationship established
in 2009, which provides customized risk management
solutions for producers. At the close of ﬁscal 2011, Country
Hedging customers were introduced to Cheta, a Webbased trading platform providing more convenient access
to markets and information.

• Alignment

CHS Capital continued to provide ﬁnancing options for
cooperative customers, producers and commercial businesses. As CHS helps the cooperative system align for
CHS BUSINESS SOLUTIONS
growth, CHS Capital combines deep understanding of
Helping customers grow means going beyond products agricultural lending and rural businesses with dedication
and market access. It requires a complete menu of business to customer service and innovative solutions.
tools and a knowledgeable, professional staff ready to help
member cooperatives and producers tackle the challenges With continued growth of CHS clients, reﬂecting business
of risk management, capital needs, talent management and geographic diversity, choices available for handling
and more. Through CHS Business Solutions offerings — risk ﬁnancing have increased. Traditional insurance may
including Country Hedging, Inc.; CHS Capital, LLC; and not be the only, or best, solution. Ag States Group continAg States Group — and company business units, CHS ued to expand its offerings with formation of a cell captive
seeks innovative connections that help customers grow program for individual companies or groups of companies.
in a dynamic marketplace.
Unpredictable weather and commodity price volatility
underscored the value of the risk management offerings
Country Hedging provides. The full-service commodity
brokerage service managed record-high trading volume
during ﬁscal 2011 as it worked with cooperatives and
individual producers. Country Hedging advisors helped
mitigate risks related to global trading, including transportation delays, drought and ﬂooding. Cooperatives
and producers, faced with tighter credit requirements
and limited working capital, welcomed new risk management opportunities. Country Hedging also added crop
nutrients risk management to its consulting portfolio,
extending its integrated services range.

Producer
Bob Klementson,
right, takes advantage
of West Central
Ag Services’
one-stop approach,
at the co-op’s Ulen,
Minn., headquarters,
consulting with his
ﬁnancial lender,
Keith Matthews,
left, and grain
merchandiser/broker
Jerome Sirjord.
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Captive insurance, introduced in ﬁscal 2011, allows companies to increase risk management control and earn
potential rewards when they reduce costs. In 2011, Ag
States Group was again listed in Insurance Journal’s
Top 100 listing of leading U.S. privately owned property/
casualty agencies.

programs, and decision making. The nearly 20 seasoned
consultants provide expertise, along with business and
market knowledge to cooperatives preparing for the future
and capitalizing on opportunities today. Regional and
national conferences developed by CHS brought new
ideas and networking opportunities to cooperative CEOs,
managers and directors.

Customer emphasis on safety drove growth of Ag States
Safety and Compliance Services, including a more than
FOODS
30 percent increase in the number of safety consultants
who work onsite with local managers to address safety Ventura Foods, LLC, the vegetable-oil-based food manuregulations and compliance needs. Technology-enhanced facturing joint venture between CHS and Mitsui & Co.,
efficiency allowed the growing consulting team to address Ltd., delivered excellent returns in ﬁscal 2011. As much
of the foodservice sector continued to struggle, Ventura
more customer requests.
Foods leveraged its core business of soy-oil-based salad
The CHS Aligned Solutions team became an increas- dressings, margarines, sauces and spreads by developing
ingly valuable resource for member companies seeking innovative products in partnership with customers, based
growth. Its consultants provide one-on-one coaching for on emerging culinary trends and consumer demands, and
managers; help boards of directors engage in proactive by identifying and responding to opportunities to add
strategic planning; and assist with market development, assets related to the company’s capabilities. The unique
business growth plans, employee hiring and development ability to directly link producers to consumers helps CHS
provide new markets for soybeans and other agricultural
commodities, while delivering high-quality food ingredients and products to discriminating chefs and consumers.
Fiscal 2011 was also a year of record performance for
Horizon Milling, LLC, the CHS wheat milling joint venture
with Cargill. Operational efficiencies, risk management
and increased ﬂour demand contributed to results.
Ventura Foods, LLC,
culinary group chefs
Steve Logan, left,
and John Malloy
provide innovative
sauces and solutions
that help foodservice
customers build
their businesses.
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SUPPORTING THE ENTERPRISE
As CHS grows, so does the need for a highly qualiﬁed
employee team that extends from rural America to a
dozen countries around the world. In 2011, CHS human
resources specialists brought on board nearly 100 employees in Argentina, Bulgaria, Hungary, Jordan, Romania
and Serbia, and added more than 200 people in locations

A growing
joint venture at
Hannaford, N.D.,
between West Central
Ag Services and CHS
will help connect
Upper Midwest
producers to global
grain marketing
opportunities.

up on proposed regulation of risk management tools that,
while targeting ﬁnancial institutions, could place excessive restrictions on agribusinesses that buy and sell large
volumes of commodities and manage related risks. Among
the year’s highlights, U.S. Agriculture Secretary Tom
Vilsack conducted an April 2011 roundtable discussion on
renewable fuels issues at CHS headquarters in Minnesota.
Corporate citizenship is a daily priority for CHS and the
CHS Foundation, the company’s principal giving entity,
with an ongoing focus on developing the next generation
of rural leaders. During 2011, hundreds of high school and
college students received scholarships to support their
agribusiness education and career development, including international study experiences for the ﬁrst time. CHS
and the CHS Foundation also provided a major gift to help
develop online ag science learning activities through
4-H, the nation’s largest out-of-school youth program.
Employee volunteer programs continued to contribute
to rural vitality. The CHS Harvest for Hunger program,
developed and executed by CHS Country Operations, provided the equivalent of 2 million meals to hungry families.

across the CHS trade area, all while meeting regulations in
multiple countries and managing a range of languages and
expectations. Although agriculture is a robust sector in an
overall weak economy, the pool of qualiﬁed agribusiness
employees remains small, making recruiting, training and
retention critical. CHS offers ongoing employee development and provides multiple opportunities for continuing
education and certiﬁcation in areas from defensive driving
to ﬁnance and risk management.
CHS also stepped in to help those in immediate need. The
company, the CHS Foundation, member cooperatives
While CHS helps its members and customers grow, doing and CHS employees joined forces on a variety of efforts
the right things the right way is at the core. Improved to provide ﬁnancial support in the aftermath of Japan’s
communications and comprehensive employee training earthquake and tsunami; tornadoes in the southern U.S.;
conﬁrmed the company’s commitment to compliance and devastating ﬂooding in North Dakota, Brazil and
of regulations regarding safety, environmental impact, Pakistan. For details on CHS corporate citizenship, visit
CHSstewards.com.
ﬁnancial integrity and employee management.
Throughout the year, CHS governmental affairs staff
advocated for the company and its owners on critical
issues affecting agriculture, energy, transportation and
cooperative points of view. They raised concerns about
restrictive proposals and programs, the country’s aging
infrastructure, and unfair tax burdens. CHS also spoke
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FINANCIAL OVERVIEW

FINANCIAL HIGHLIGHTS
Amid continued global economic volatility and dramatic
weather events in many regions, CHS delivered record
ﬁnancial performance for ﬁscal 2011, while continuing
to deliver value for the agricultural producers and cooperatives who are its owners through cash returns, investments in existing and expanded operations, and a solid
balance sheet.

CHS Country Operations generated record earnings
within the company’s Ag Business segment, the result of
higher grain volumes and increased margins. Other Ag
Business components — grain marketing, crop nutrients
and oilseed processing — also contributed to higher earnings in ﬁscal 2011. Ag Business earnings reﬂect a pre-tax
gain of $119.7 million on the CHS sale of its investment
in Multigrain AG, a Brazil-based joint venture.

For ﬁscal 2011 (Sept. 1, 2010, through Aug. 31, 2011), CHS
posted net income of $961.4 million, the highest mark
in the company’s more than 80-year history. Results
represented proﬁtability and, in some cases, record performance for CHS business operations. The net income
ﬁgure compares with $502.2 million for ﬁscal 2010
and surpasses a previous record of $803.0 million set
in ﬁscal 2008.

CHS reports results for its business services operations,
as well as two food processing–related joint ventures,
under Corporate and Other. CHS-owned insurance, risk
management and ﬁnancing businesses reported increased
earnings for ﬁscal 2011, primarily due to continued market
volatility. The company recorded strong contributions
from its 50 percent ownership of Ventura Foods, LLC, a
vegetable-oil-based food manufacturing business. The 24
Revenues also reached a record mark of $36.9 billion, percent CHS share of Horizon Milling, LLC, the nation’s
largely due to increased values for the energy, crop nutri- leading wheat miller, generated record returns primarily
ents, grains and other commodities that make up the due to improved margins.
majority of the company’s business. Revenues for ﬁscal
2010 were $25.3 billion. The previous record, also set in Overall, ﬁscal 2011 record performance contributed sigﬁscal 2008, was $32.2 billion.
niﬁcantly to the ability of CHS and, most important, its
stakeholders to grow their respective businesses. During
Earnings were led by the Energy segment, consisting of ﬁscal 2011, CHS again provided a strong ﬁnancial return
reﬁned fuels, propane, renewable fuels marketing and to its owners — based on ﬁscal 2010 results — in the form
lubricants. This was possible primarily due to improved of $227.3 million in cash patronage, equity redemptions
margins from the reﬁned fuels manufactured at the CHS and preferred stock dividends. In ﬁscal 2012, based on
Reﬁnery at Laurel, Mont., and the National Cooperative 2011 earnings, the company expects to return a record
Reﬁnery Association of McPherson, Kan., of which CHS estimated $421.0 million to its owners. In addition, CHS
owns nearly 75 percent. CHS renewable fuels marketing once again ended its ﬁscal year with a strong balance sheet
and distribution business generated record earnings. and a return on equity of 28.8 percent. This sustained solid
Earnings from the company’s lubricants and propane performance will enable the company to continue makbusinesses, while proﬁtable, were down from ﬁscal 2010 ing prudent investments in existing businesses and new
performance.
opportunities to create long-term value for its stakeholders.
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INTRODUCTION
CHS Inc. (CHS or the Company) is a diversiﬁed energy,
grains and foods company committed to providing the
essential resources that enrich lives around the world.
As a cooperative, the Company is owned by farmers,
ranchers and their member cooperatives across the
United States. The Company also has preferred stockholders that own shares of the Company’s 8% Cumulative Redeemable Preferred Stock.
The Company provides a full range of agricultural inputs
such as refined fuels, propane, farm supplies, animal
nutrition and agronomy products, as well as services,
which include hedging, financing and insurance. CHS
owns and operates petroleum refineries and pipelines
and markets and distributes refined fuels and other
energy products under the Cenex» brand through a
network of member cooperatives and independents.
The Company purchases grains and oilseeds directly
and indirectly from agricultural producers primarily in
the midwestern and western United States. These grains
and oilseeds are sold to domestic and international customers, or further processed into a variety of grain-based
foods products.

the National Cooperative Reﬁnery Association (NCRA),
included in the Company’s Energy segment. The effects
of all signiﬁcant intercompany transactions have
been eliminated.
While the Company’s revenues and operating results are
derived from businesses and operations which are whollyowned and majority-owned, a portion of the Company’s
business operations are conducted through companies in
which it holds ownership interests of 50% or less and does
not control the operations. The Company accounts for
these investments primarily using the equity method of
accounting, wherein the Company records its proportionate share of income or loss reported by the entity as equity
income from investments, without consolidating the revenues and expenses of the entity in its Consolidated
Statements of Operations.

The Company’s audited consolidated ﬁnancial statements and the related notes appear in the following
pages. Management’s discussion and analysis regarding
the results of operations and the liquidity and capital
resources of the Company, as of and for the year ended
August 31, 2011, and the two previous years, is included
The consolidated financial statements include the accounts in the Company’s Annual Report on Form 10-K for the
of CHS and all of its wholly-owned and majority-owned ﬁscal year ended August 31, 2011, ﬁled with the Secusubsidiaries and limited liability companies, primarily rities and Exchange Commission.
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REPORT OF INDEPENDENT REGISTERED
REPORT
OF INDEPENDENT
PUBLIC ACCOUNTING
FIRMREGISTERED
PUBLIC ACCOUNTING FIRM
To the Board of Directors and Members and Patrons of CHS Inc.:
In our opinion, the accompanying consolidated balance sheets and the related consolidated statements of
operations, of equities and comprehensive income and of cash ﬂows present fairly, in all material respects,
the ﬁnancial position of CHS Inc. and its subsidiaries at August 31, 2011 and 2010, and the results of their
operations and their cash ﬂows for each of the three years in the period ended August 31, 2011, in conformity with
accounting principles generally accepted in the United States of America. These ﬁnancial statements are the
responsibility of the Company’s management. Our responsibility is to express an opinion on these ﬁnancial
statements based on our audits. We conducted our audits of these statements in accordance with the standards of
the Public Company Accounting Oversight Board (United States). Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the ﬁnancial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the ﬁnancial statements, assessing the accounting principles used and signiﬁcant estimates made by management,
and evaluating the overall ﬁnancial statement presentation. We believe that our audits provide a reasonable basis
for our opinion.

Minneapolis, Minnesota
November 10, 2011
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CON S OL I DAT E D BA L A N C E S H E E T S
2011

AU GU S T 3 1 ( D OL L A RS I N TH O US AN D S )

2010

ASSETS

Current assets:
Cash and cash equivalents

$

937,685

$

394,663

Receivables

2,980,105

1,908,068

Inventories

2,768,424

1,961,376

635,646

246,621

1,081,243

618,385

Derivative assets
Margin deposits
Other current assets
Total current assets
Investments
Property, plant and equipment

334,232

187,356

8,737,335

5,316,469

595,979

719,392

2,420,214

2,253,071

Other assets

463,482

377,196

Total assets

$ 12,217,010

$ 8,666,128

$

$

LIABILITIES AND EQUITIES
Current liabilities:
Notes payable
Current portion of long-term debt

716,268

262,090

90,804

112,503

Customer margin deposits and credit balances

751,393

423,571

Customer advance payments

601,685

435,224

Checks and drafts outstanding

197,283

134,250

2,315,311

1,472,145

Derivative liabilities

482,613

286,018

Accrued expenses

405,270

376,239

Dividends and equities payable

400,216

210,435

Total current liabilities

5,960,843

3,712,475

Long-term debt

1,411,193

873,738

Other liabilities

579,654

475,464

2,695,626

2,401,514

Accounts payable

Commitments and contingencies
Equities:
Equity certiﬁcates
Preferred stock
Accumulated other comprehensive loss

319,368

319,368

(174,876)

(205,267)

Capital reserves

1,075,474

820,049

Total CHS Inc. equities

3,915,592

3,335,664

349,728

268,787

Noncontrolling interests
Total equities
Total liabilities and equities
The accompanying notes are an integral part of the consolidated financial statements.
CHS Inc. and Subsidiaries
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4,265,320

3,604,451

$ 12,217,010

$ 8,666,128

CON S OL IDATE D S TATE M E N TS OF OP E R AT ION S
2011

2010

2009

$ 36,915,834

$ 25,267,931

$ 25,729,916

35,512,988

24,397,410

24,849,901

1,402,846

870,521

880,015

438,498

366,582

355,299
524,716

FO R T H E Y E ARS E ND E D AUG U ST 31 (D O L L ARS IN T H OU SA N DS )

Revenues
Cost of goods sold
Gross proﬁt
Marketing, general and administrative
Operating earnings
(Gain) loss on investments
Interest, net
Equity income from investments
Income before income taxes
Income taxes
Net income
Net income attributable to noncontrolling interests
Net income attributable to CHS Inc.

$

964,348

503,939

(126,729)

(29,433)

56,305

74,835

58,324

70,487

(131,414)

(108,787)

(105,754)

1,147,656

583,835

503,678

86,628

48,438

63,304

1,061,028

535,397

440,374

99,673

33,238

58,967

961,355

$

502,159

$

381,407

The accompanying notes are an integral part of the consolidated ﬁnancial statements.
CHS Inc. and Subsidiaries
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CON S OL I DATE D S TATE M E N TS OF E QU I TI ES A N D COM P R E H E N S I V E I N C OME
EQUITY CERTIFICATES

FOR THE YEARS ENDED AUGUST 31, 2011, 2010 AND 2009 (DOLLARS IN THOUSANDS)

CAPITAL EQUITY
CERTIFICATES

BALANCES, AUGUST 31, 2008
Dividends and equity retirement determination
Patronage distribution
Equities retired
Capital equity certiﬁcates exchanged for preferred stock
Equities issued
Preferred stock dividends
Distributions to noncontrolling interests
Changes in dividends and equities payable
Adoption of retirement plan measurement date change
Other, net
Comprehensive income:
Net (loss) income
Other comprehensive loss

$ 1,587,779
93,823
421,289
(49,291)
(49,944)
19,594

(324)

NONPATRONAGE
EQUITY
CERTIFICATES

$ 25,342

PATRONAGE
REFUNDS

$ 423,800
228,200
(652,000)

(361)

(186)

(60,000)

426,500

Total comprehensive income
Dividends and equities payable
BALANCES, AUGUST 31, 2009
Dividends and equity retirement determination
Patronage distribution
Equities retired
Capital equity certiﬁcates exchanged for preferred stock
Equities issued
Preferred stock dividends
Distributions to noncontrolling interests
Changes in dividends and equities payable
Other, net
Comprehensive income:
Net income
Other comprehensive loss

(50,122)

(149,275)

1,912,804
50,122
284,128
(22,732)
(36,674)
616

24,795

(1,479)

181

277,225
149,275
(426,500)

(403)

396,500

Total comprehensive income
Dividends and equities payable
BALANCES, AUGUST 31, 2010
Dividends and equity retirement determination
Patronage distribution
Equities retired
Equities issued
Preferred stock dividends
Distributions to noncontrolling interests
Changes in dividends and equities payable
Other, net
Comprehensive income:
Net income
Other comprehensive income

(67,569)
2,119,216
67,569
260,858
(60,956)
6,453

(391)

(138,775)
24,573

257,725
138,775
(396,500)

(237)

(12)
674,678

Total comprehensive income
Dividends and equities payable
BALANCES, AUGUST 31, 2011
The accompanying notes are an integral part of the consolidated ﬁnancial statements.
CHS Inc. and Subsidiaries

28 2011
2011CHs
CHS
28

(136,000)
$ 2,256,749

(260,125)
$ 24,324

$ 414,553

PREFERRED STOCK

$ 232,775

ACCUMULATED
OTHER
COMPREHENSIVE
LOSS

$

(68,042)

49,944

CAPITAL RESERVES

$

754,032
3,016
3,101

NONCONTROLLING
INTERESTS

$ 205,732

(130)
(20,024)
(21,139)
2,747
(2,603)
414

(25)

14,907
(88,228)

2,960
58,967
(6,405)

TOTAL EQUITIES

$ 3,161,418
325,039
(227,610)
(49,652)
(130)
19,594
(20,024)
(21,139)
2,747
(2,603)
2,839
440,374
(94,633)
345,741

(3,659)
282,694

(156,270)

36,674

749,054
3,659
(11,522)

(203,056)
242,862

(4,870)
(1,743)
2,025

3,333,164
203,056
(153,894)
(23,135)
(142)
616
(23,248)
(4,870)
(1,743)
1,407

33,238
(2,725)

535,397
(51,722)

(142)
(23,248)

680
105,659
(48,997)

483,675
(4,091)
319,368

(205,267)

820,049
4,091
(5,871)

(210,435)
268,787

(18,184)
(2,787)
454

3,604,451
210,435
(141,513)
(61,193)
6,453
(24,544)
(18,184)
(2,787)
(786)

99,673
1,785

1,061,028
32,176

(24,544)

(837)
286,677
30,391

1,093,204
(4,091)
$ 319,368

$ (174,876)

$ 1,075,474

(400,216)
$ 349,728

$ 4,265,320
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CON S OL I DAT E D S TAT E M E N T S OF C A S H FL OW S
2011

2010

2009

$ 1,061,028

$ 535,397

$ 440,374

FO R T H E Y E ARS E ND E D AUG U ST 31 (D O L L ARS IN T H OU SA N DS )

Cash ﬂows from operating activities:
Net income including noncontrolling interests
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization
Amortization of deferred major repair costs
Income from equity investments
Distributions from equity investments
Noncash patronage dividends received
Gain on sale of property, plant and equipment
(Gain) loss on investments
Deferred taxes
Other, net
Changes in operating assets and liabilities, net of acquisitions:
Receivables
Inventories
Derivative assets
Margin deposits
Other current assets and other assets
Customer margin deposits and credit balances
Customer advance payments
Accounts payable and accrued expenses
Derivative liabilities
Other liabilities
Net cash provided by operating activities

220,694
30,474
(131,414)
137,766
(9,697)
(5,200)
(126,729)
67,089
868

202,922
18,532
(108,787)
89,689
(9,918)
(5,094)
(29,433)
39,507
1,597

196,350
24,999
(105,754)
80,403
(9,717)
(3,176)
56,305
43,976
2,466

(714,589)
(796,596)
(389,025)
(462,857)
(137,749)
327,813
163,640
870,314
179,876
15,617

(123,630)
(426,328)
(73,597)
(397,993)
42,145
149,228
114,032
221,776
(25,740)
(64,344)

692,540
895,882
198,163
74,594
111,623
47,946
(328,854)
(664,160)
32,525
(51,708)

301,323

149,961

Cash ﬂows from investing activities:
Acquisition of property, plant and equipment
Proceeds from disposition of property, plant and equipment
Expenditures for major repairs
Investments in joint ventures and other
Investments redeemed
Proceeds from sale of investments
Changes in notes receivable
Business acquisitions, net of cash acquired
Other investing activities, net

(310,670)
9,496
(92,129)
(6,090)
39,681
225,000
(347,509)
(67,489)
(1,259)

(324,262)
10,139
(7,554)
(38,062)
119,331
(41,925)
(6,307)
(949)

(315,505)
10,769
(1,771)
(120,181)
39,787
41,822
123,307
(76,364)
7,692

Net cash used in investing activities

(550,969)

(289,589)

(290,444)

Cash ﬂows from ﬁnancing activities:
Changes in notes payable
Long-term debt borrowings
Principal payments
Payments for bank fees
Changes in checks and drafts outstanding
Distributions to noncontrolling interests
Preferred stock dividends paid
Retirements of equities
Cash patronage dividends paid
Other ﬁnancing activities, net

457,731
631,882
(114,929)
(5,348)
63,033
(18,184)
(24,544)
(61,193)
(141,513)
(20)

15,217

(251,225)

(84,792)
(10,296)
47,280
(4,870)
(23,248)
(23,135)
(153,894)
952

(118,864)
(1,584)
(119,301)
(21,139)
(20,024)
(49,652)
(227,610)
370

786,915

(236,786)

(809,029)

5,753

(1,522)

755

543,022
394,663

(377,936)
772,599

636,059
136,540

Net cash provided by (used in) ﬁnancing activities
Effect of exchange rate changes on cash and cash equivalents
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period
The accompanying notes are an integral part of the consolidated ﬁnancial statements.
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$

937,685

$ 394,663

1,734,777

$ 772,599
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NOTE 1

SU MMARY OF S IGNIFICAN T
ACC OU N T I N G P OL I CIES

of ﬁscal 2011, there were several changes in the Company’s senior leadership team which resulted in the
realignment of the Company’s segments. One of these
changes is that the Company no longer has a chief
operating ofﬁcer of Processing, resulting in a change
in the way the Company manages its business and the
elimination of that segment. The revenues previously
reported in the Company’s Processing segment were
entirely from its oilseed processing operations and,
since those operations have grain-based commodity
inputs and similar commodity risk management
requirements as other operations in its Ag Business
segment, the Company has included oilseed processing
in that segment. The Company’s wheat milling and
packaged food operations previously included in the
Company’s Processing segment are now included in
Corporate and Other, as those businesses are conducted
through non-consolidated joint ventures. In addition,
the Company’s non-consolidated agronomy joint venture is winding down its business activity and is
included in Corporate and Other, rather than in the
Company’s Ag Business segment, where it was previously reported. There was no change to the Company’s
Energy segment. For comparative purposes, segment
information for the years ended August 31, 2010 and
2009, have been retrospectively revised to reﬂect these
changes. This revision had no impact on consolidated
net income or net income attributable to CHS Inc.

OR G A N I Z AT ION
CHS Inc. (CHS or the Company) is one of the nation’s
leading integrated agricultural companies. As a cooperative, CHS is owned by farmers and ranchers and
their member cooperatives (referred to herein as “members”) across the United States. The Company also has
preferred stockholders that own shares of the Company’s 8% Cumulative Redeemable Preferred Stock, which
is listed on the NASDAQ Global Select Market under the
symbol CHSCP. On August 31, 2011, the Company had
12,272,003 shares of preferred stock outstanding. The
Company buys commodities from and provides products and services to patrons (including member and
other non-member customers), both domestic and
international. The Company provides a wide variety
of products and services, from initial agricultural inputs
such as fuels, farm supplies, crop nutrients and crop
protection products, to agricultural outputs that include
grains and oilseeds, grain and oilseed processing and
food products. A portion of the Company’s operations
are conducted through equity investments and joint
ventures whose operating results are not fully consolidated with our results; rather, a proportionate share of
the income or loss from those entities is included as a
component in the Company’s net income under the
Certain reclassiﬁcations to the Company’s previously
equity method of accounting.
reported ﬁnancial information have been made to conform to the current period presentation.
BAS I S OF P R E S E N TATI ON
AND R ECL ASSIFICATION S
The consolidated financial statements include the accounts C A S H E QU I VAL E N TS
of CHS and all of its wholly-owned and majority-owned Cash equivalents include short-term, highly liquid
subsidiaries and limited liability companies, which is pri- investments with original maturities of three months
marily National Cooperative Refinery Association (NCRA), or less at the date of acquisition.
included in the Energy segment. The effects of all signifIN VE N TORIE S
icant intercompany transactions have been eliminated.
Grain, processed grain, oilseed and processed oilseed
CHS has aligned its segments based on an assessment are stated at net realizable values which approximate
of how its businesses operate and the products and market values. All other inventories are stated at the
services it sells. During the Company’s second quarter lower of cost or market. Costs for inventories produced
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Balance Sheets. Although accounting standards permit
a party to a master netting arrangement to offset fair
value amounts recognized for derivative instruments
against the right to reclaim cash collateral or the oblior modiﬁed by the Company through a manufacturing gation to return cash collateral under the same master
process include ﬁxed and variable production and raw netting arrangement, the Company has not elected to
material costs, and in-bound freight costs for raw mate- net its margin deposits.
rials. Costs for inventories purchased for resale include
the cost of products and freight incurred to place the As of August 31, 2011 and 2010, the Company had the
products at the Company’s points of sale. The costs of following outstanding purchase and sales contracts:

NOTE 1
Summary of Signiﬁcant
Accounting Policies, continued

certain energy inventories (wholesale reﬁned products,
crude oil and asphalt) are determined on the last-in,
ﬁrst-out (LIFO) method; all other inventories of nongrain products purchased for resale are valued on the
ﬁrst-in, ﬁrst-out (FIFO) and average cost methods.

2011
( UN IT S IN
T H OU SA N D S)

2010

PURCHASE
CONTRACTS

SALES
CONTRACTS

PURCHASE
CONTRACTS

SALES
CONTRACTS

667,409

796,332

747,334

1,039,363

9,915
1,177

14,020
1,420

8,633
1,257

10,156
1,215

Grain and oilseed bushels
Energy products barrels
Crop nutrients - tons
Ocean and barge
freight - metric tons

D E R I VAT IV E FIN A N C IA L I N S T R U M E N T S
983
93
1,385
279
A N D H E D G IN G ACTI V IT IE S
The Company’s derivative instruments primarily consist
of commodity and freight futures and forward contracts As of August 31, 2011 and 2010, the gross fair values of
and, to a minor degree, may include foreign currency and the Company’s derivative assets and liabilities not desinterest rate swap contracts. These contracts are eco- ignated as hedging instruments were as follows:
nomic hedges of price risk, but are not designated or ( DO L L A RS I N TH OU S AN D S)
2011
2010
accounted for as hedging instruments for accounting pur- Derivative Assets:
poses, with the exception of some derivative instruments Commodity and freight derivatives
$882,445
$461,580
1,508
included in the Energy segment as well as some interest Foreign exchange derivatives
$883,953
$461,580
rate swap contracts which were accounted for as cash flow
hedges. Derivative instruments are recorded on the Com- Derivative Liabilities:
pany’s Consolidated Balance Sheets at fair values as dis- Commodity and freight derivatives
$730,170
$495,569
Foreign exchange derivatives
222
cussed in Note 12, Fair Value Measurements.
Interest rate derivatives

Beginning in the third quarter of fiscal 2010, certain
financial contracts within the Energy segment were
entered into, and had been designated and accounted
for as hedging instruments (cash flow hedges). The
unrealized gains or losses of these contracts were previously deferred to accumulated other comprehensive
loss in the equity section of the Consolidated Balance
Sheet and all amounts were recognized in cost of goods
sold as of August 31, 2011, with no amounts remaining in
accumulated other comprehensive loss.
The Company has netting arrangements for its
exchange-traded futures and options contracts and certain over-the-counter (OTC) contracts, which are
recorded on a net basis in the Company’s Consolidated

32 2011
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750

1,227

$730,920

$497,018

As of August 31, 2010, the gross fair values of the
Company’s derivative liabilities designated as cash ﬂow
hedging instruments were as follows:
( DO L L A RS I N TH OU S AN D S)

Derivative Liabilities:
Commodity and freight derivatives

2010

$3,959

The following table sets forth the pretax gains (losses)
on derivatives not accounted for as hedging instruments
that have been included in the Company’s Consolidated
Statements of Operations during fiscal 2011 and 2010.
The amended disclosure requirements of Accounting
Standards Codification (ASC) Topic 815 were first

implemented for the period ended February 28, 2009, prudent for each commodity. These contracts are purand as a result, comparative year-to-date information is chased and sold through regulated commodity futures
not presented for fiscal 2009.
exchanges for grain, and regulated mercantile
(D O LL A R S IN TH OU SA N D S)
LOCATION OF GAIN (LOSS)
2011
2010 exchanges for reﬁned products and crude oil. The Company also uses OTC instruments to hedge its exposure
Commodity and
freight derivatives
Cost of goods sold
$186,265 $95,876 on ﬂat price ﬂuctuations. The price risk the Company
Foreign exchange
encounters for crude oil and most of the grain and
derivatives
Cost of goods sold
3,363
(675)
oilseed volumes it handles can be hedged. Price risk
Interest rate
derivatives
Interest, net
522
(430) associated with fertilizer and certain grains cannot be
$190,150 $94,771 hedged because there are no futures for these commodities and, as a result, risk is managed through the use of
During the year ended August 31, 2011, we recorded a forward sales contracts and other pricing arrangements
$3.9 million loss in cost of goods sold in the Consoli- and, to some extent, cross-commodity futures hedging.
dated Statement of Operations for derivatives previ- Fertilizer and propane contracts are accounted for as
ously designated as cash ﬂow hedging instruments. As normal purchase and normal sales transactions. The
of August 31, 2011, there were no unrealized gains or Company expects all normal purchase and normal sales
losses deferred to accumulated other comprehensive transactions to result in physical settlement.
loss. No gains or losses were recorded in the Consolidated Statement of Operations for derivatives desig- When a futures contract is entered into, an initial marnated as cash ﬂow hedging instruments during the year gin deposit must be sent to the applicable exchange or
ended August 31, 2010, since there were no settlements. broker. The amount of the deposit is set by the exchange
and varies by commodity. If the market price of a short
Commodity and Freight Contracts: When the Company futures contract increases, then an additional mainteenters into a commodity or freight purchase or sales nance margin deposit would be required. Similarly, if
commitment, it incurs risks related to price change and the price of a long futures contract decreases, a mainperformance (including delivery, quality, quantity and tenance margin deposit would be required and sent to
shipment period). The Company is exposed to risk of the applicable exchange. Subsequent price changes
loss in the market value of positions held, consisting of could require additional maintenance margins or could
inventory and purchase contracts at a ﬁxed or partially result in the return of maintenance margins.
ﬁxed price in the event market prices decrease. The
Company is also exposed to risk of loss on ﬁxed or The Company’s policy is to primarily maintain hedged
partially ﬁxed price sales contracts in the event market positions in grain and oilseed. The Company’s profitability from operations is primarily derived from margins on
prices increase.
products sold and grain merchandised, not from hedging
The Company’s commodity contracts primarily relate to transactions. At any one time, inventory and purchase
grain, oilseed, energy and fertilizer commodities. The contracts for delivery to the Company may be substanCompany’s freight contracts primarily relate to rail, tial. The Company has risk management policies and
barge and ocean freight transactions. The Company’s procedures that include net position limits. These limits
use of commodity and freight contracts reduces the are defined for each commodity and include both trader
effects of price volatility, thereby protecting against and management limits. This policy and computerized
adverse short-term price movements, while limiting procedures in the Company’s grain marketing operations
the beneﬁts of short-term price movements. To reduce require a review by operations management when any
the price change risks associated with holding ﬁxed trader is outside of position limits and also a review by
price commitments, the Company generally takes oppo- the Company’s senior management if operating areas are
site and offsetting positions by entering into commodity outside of position limits. A similar process is used in the
futures contracts or options, to the extent practical, in Company’s energy and wholesale crop nutrients operaorder to arrive at a net commodity position within the tions. The position limits are reviewed, at least annually,
formal position limits it has established and deemed with the Company’s management and the Board of
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NOTE 1
Summary of Signiﬁcant
Accounting Policies, continued
Directors. The Company monitors current market conditions and may expand or reduce its net position limits
or procedures in response to changes in conditions. In
addition, all purchase and sales contracts are subject to
credit approvals and appropriate terms and conditions.
Hedging arrangements do not protect against nonperformance by counterparties to contracts. The Company
primarily uses exchange traded instruments which minimize its counterparty exposure. The Company evaluates exposure by reviewing contracts and adjusting the
values to reﬂect potential nonperformance. Risk of nonperformance by counterparties includes the inability to
perform because of the counterparty’s ﬁnancial condition and also the risk that the counterparty will refuse to
perform on a contract during periods of price ﬂuctuations where contract prices are signiﬁcantly different
than current market prices. The Company manages its
risks by entering into ﬁxed price purchase and sales
contracts with preapproved producers and by establishing appropriate limits for individual suppliers. Fixed
price contracts are entered into with customers of
acceptable creditworthiness, as internally evaluated.
Historically, the Company has not experienced significant events of nonperformance on open contracts.
Accordingly, the Company only adjusts the estimated
fair values of speciﬁcally identiﬁed contracts for nonperformance. Although the Company has established
policies and procedures, it makes no assurances that
historical nonperformance experience will carry forward to future periods.
Interest Rate Contracts: Short-term debt used to finance
inventories and receivables is represented by notes payable with maturities of 30 days or less, so that the
Company’s blended interest rate for all such notes
approximates current market rates. During the Company’s year ended August 31, 2011, the Company entered
into interest rate swaps and treasury lock derivative
agreements to secure the interest rates related to a
portion of its private placement debt issued in June
2011. These derivative instruments were designated as
cash flow hedges for accounting purposes and, accordingly, the net loss on settlements of $6.3 million was
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recorded as a component of other comprehensive loss
and is being amortized into earnings within interest, net
over the term of the agreements. CHS Capital, LLC (CHS
Capital), the Company’s wholly-owned finance subsidiary, has interest rate swaps that lock the interest rates of
the underlying loans with a combined notional amount of
$18.9 million expiring at various times through fiscal
2018, with none of the notional amount expiring during
fiscal 2012. None of CHS Capital’s interest rate swaps
qualify for hedge accounting and as a result, changes in
fair value are recorded in earnings within interest, net in
the Consolidated Statements of Operations. Long-term
debt used to finance non-current assets carries various
fixed interest rates and is payable at various dates to
minimize the effects of market interest rate changes. The
weighted-average interest rate on fixed rate debt outstanding on August 31, 2011, was approximately 5.3%.
Foreign Exchange Contracts: The Company conducts
essentially all of its business in U.S. dollars, except for
grain marketing operations primarily in South America
and Europe, and purchases of products from Canada.
The Company had minimal risk regarding foreign currency ﬂuctuations during ﬁscal 2011 and in prior years,
as substantially all international sales were denominated in U.S. dollars. From time to time, the Company
enters into foreign currency futures contracts to mitigate currency ﬂuctuations. Foreign currency ﬂuctuations do, however, impact the ability of foreign buyers to
purchase U.S. agricultural products and the competitiveness of U.S. agricultural products compared to the
same products offered by alternative sources of world
supply. As of August 31, 2011, the Company had
$1.5 million included in derivative assets associated
with foreign currency contracts.

I N VE S T M E N T S
Joint ventures and other investments, in which the Company has significant ownership and influence, but not
control, are accounted for in the consolidated financial
statements using the equity method of accounting.
Investments in other cooperatives are stated at cost, plus
patronage dividends received in the form of capital stock
and other equities. Patronage dividends are recorded as a
reduction to cost of goods sold at the time qualified
written notices of allocation are received. Investments
in other debt and equity securities are considered available for sale financial instruments and are stated at fair

value, with unrealized amounts included as a component
of accumulated other comprehensive income (loss).
Investments in debt and equity instruments are carried
at amounts that approximate fair values. Investments
in joint ventures and cooperatives have no quoted
market prices.

MA RGIN D E P OSITS
The Company’s margin deposits primarily consist of
deposits on the balance sheet of the Company’s whollyowned subsidiary, Country Hedging, Inc., which is a registered futures commission merchant and a full–service
commodity futures and options broker.
P R OP E RT Y, P L ANT A ND EQU I PMEN T
Property, plant and equipment are stated at cost less
accumulated depreciation and amortization. Depreciation and amortization are provided on the straight-line
method by charges to operations at rates based upon the
expected useful lives of individual or groups of assets
(primarily 15 to 40 years for land improvements and
buildings and 3 to 20 years for machinery, equipment,
ofﬁce and other). The cost and related accumulated
depreciation and amortization of assets sold or otherwise disposed of are removed from the related accounts
and resulting gains or losses are reﬂected in operations.
Expenditures for maintenance and minor repairs and
renewals are expensed, while costs of major repairs and
betterments are capitalized and amortized on a
straight-line basis over the period of time estimated
to lapse until the next major repair occurs.

properly maintained and/or upgraded. It is the Company’s practice and current intent to maintain reﬁneries
and related assets and to continue making improvements to those assets based on technological advances.
As a result, the Company believes that its reﬁneries and
related assets have indeterminate lives for purposes of
estimating asset retirement obligations because dates
or ranges of dates upon which the Company would retire
a reﬁnery and related assets cannot reasonably be estimated at this time. When a date or range of dates can
reasonably be estimated for the retirement of any component part of a reﬁnery or related asset, the Company
will estimate the cost of performing the retirement
activities and record a liability for the fair value of that
cost using established present value techniques.

GOODWILL AND OTHER
IN TAN G IBL E AS S E T S
Goodwill and other intangible assets are reviewed for
impairment annually or more frequently if impairment
conditions arise, and those that are impaired are written
down to fair value. For goodwill, the Company’s annual
impairment testing occurs in the third quarter. Other
intangible assets consist primarily of customer lists,
trademarks and agreements not to compete. Intangible
assets subject to amortization are expensed over their
respective useful lives (ranging from 3 to 30 years). The
Company has no material intangible assets with indefinite useful lives.

The Company reviews property, plant and equipment
and other long-lived assets in order to assess recoverability based on projected income and related cash ﬂows
on an undiscounted basis when triggering events occur.
Should the sum of the expected future net cash ﬂows be
less than the carrying value, an impairment loss would
be recognized. An impairment loss would be measured
by the amount by which the carrying value of the asset
exceeds the fair value of the asset.

The Company had various acquisitions during the three
years ended August 31, 2011, which have been
accounted for using the purchase method of accounting.
Operating results of the acquisitions are included in the
consolidated ﬁnancial statements since the respective
acquisition dates. The respective purchase prices were
allocated to the assets, liabilities and identiﬁable intangible assets acquired based upon the estimated fair
values. The excess purchase prices over the estimated
fair values of the net assets acquired have been reported
as goodwill.

The Company has asset retirement obligations with
respect to certain of its reﬁneries and related assets
due to various legal obligations to clean and/or dispose
of various component parts at the time they are retired.
However, these assets can be used for extended and
indeterminate periods of time, as long as they are

In the Company’s Energy segment, major maintenance
activities (turnarounds) at the two reﬁneries are
accounted for under the deferral method. Turnarounds
are the scheduled and required shutdowns of reﬁnery
processing units. The costs related to the signiﬁcant
overhaul and refurbishment activities include materials
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NOTE 1
Summary of Signiﬁcant
Accounting Policies, continued

changes in law or technology occur. Environmental
expenditures are capitalized when such costs provide
future economic beneﬁts.

and direct labor costs. The costs of turnarounds are
deferred when incurred and amortized on a straight-line
basis over the period of time estimated to lapse until the
next turnaround occurs, which is generally 2-4 years.
The amortization expense related to turnaround costs are
included in cost of goods sold in the Consolidated Statements of Operations. The selection of the deferral
method, as opposed to expensing the turnaround costs
when incurred, results in deferring recognition of the
turnaround expenditures. The deferral method also
results in the classiﬁcation of the related cash outﬂows
as investing activities in the Consolidated Statements of
Cash Flows, whereas expensing these costs as incurred,
would result in classifying the cash outﬂows as operating activities.

IN COME TAX E S
The Company is a nonexempt agricultural cooperative and
files a consolidated federal income tax return with its 80%
or more owned subsidiaries. The Company is subject to tax
on income from nonpatronage sources and undistributed
patronage-sourced income. Income tax expense is primarily the current tax payable for the period and the change
during the period in certain deferred tax assets and liabilities. Deferred income taxes reflect the impact of temporary differences between the amounts of assets and
liabilities recognized for financial reporting purposes
and such amounts recognized for federal and state income
tax purposes, based on enacted tax laws and statutory tax
rates applicable to the periods in which the differences are
expected to affect taxable income. Valuation allowances
are established, when necessary, to reduce deferred tax
REVENU E RECOGNITION
The Company provides a wide variety of products and assets to the amount expected to be realized. Valuation
services, from production agricultural inputs such as allowances have been established primarily for capital
fuels, farm supplies and crop nutrients, to agricultural loss carryforwards.
outputs that include grain and oilseed, processed grains
and oilseeds and food products. Grain and oilseed sales U S E OF E S TIMAT E S
The preparation of financial statements in conformity
are recorded after the commodity has been delivered to
its destination and ﬁnal weights, grades and settlement with accounting principles generally accepted in the
prices have been agreed upon. All other sales are rec- United States of America (U.S. GAAP) requires manageognized upon transfer of title, which could occur upon ment to make estimates and assumptions that affect the
either shipment or receipt by the customer, depending reported amounts of assets and liabilities and disclosure
upon the terms of the transaction. Amounts billed to a of contingent assets and liabilities at the date of the
customer as part of a sales transaction related to ship- financial statements and the reported amounts of reveping and handling are included in revenues. Service nues and expenses during the reporting period. Actual
revenues are recorded only after such services have results could differ from those estimates.
been rendered.

EN VIRON MEN TAL E XP E NDITURE S
Liabilities, including legal costs, related to remediation
of contaminated properties are recognized when the
related costs are considered probable and can be reasonably estimated. Estimates of environmental costs
are based on current available facts, existing technology, undiscounted site-speciﬁc costs and currently
enacted laws and regulations. Recoveries, if any, are
recorded in the period in which recovery is received.
Liabilities are monitored and adjusted as new facts or
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R E C E N T ACC O U N T IN G
P RONOU NCEMEN TS
In April 2011, the Financial Accounting Standards
Board (FASB) issued Accounting Standards Update
(ASU) No. 2011-02, “Receivables (Topic 310): A Creditor’s Determination of Whether a Restructuring is a
Troubled Debt Restructuring.” ASU No. 2011-02 clariﬁes the accounting principles applied to loan modiﬁcations and addresses the recording of an impairment
loss. This guidance is effective for the interim and
annual periods beginning on or after June 15, 2011.

The Company is currently evaluating the impact that and the components of other comprehensive income
the adoption will have on its consolidated ﬁnancial either in a single continuous statement of comprehenstatements in ﬁscal 2012.
sive income or in two separate but consecutive statements. Regardless of whether one or two statements are
In April 2011, the FASB issued ASU No. 2011-03, presented, an entity is required to show reclassiﬁcation
“Transfers and Servicing (Topic 860): Reconsideration adjustments on the face of the ﬁnancial statements for
of Effective Control for Repurchase Agreements.” ASU items that are reclassiﬁed from other comprehensive
No. 2011-03 removes the transferor’s ability criterion income to net income. ASU No. 2011-05 is to be applied
from the consideration of effective control for repur- retrospectively and is effective for ﬁscal years, and
chase agreements and other agreements that both enti- interim periods within those years, beginning after
tle and obligate the transferor to repurchase or redeem December 15, 2011. The Company is currently evaluﬁnancial assets before their maturity. It also eliminates ating the impact that the adoption will have on its
the requirement to demonstrate that the transferor consolidated ﬁnancial statements in ﬁscal 2013.
possesses adequate collateral to fund substantially all
the cost of purchasing replacement ﬁnancial assets. In September 2011, the FASB issued ASU No. 2011-08,
This guidance is effective for interim and annual peri- “Intangibles—Goodwill and Other (Topic 350): Testing
ods beginning on or after December 15, 2011. The Goodwill for Impairment.” ASU No. 2011-08 allows
Company is currently evaluating the impact that the entities to use a qualitative approach to test goodwill
adoption will have on its consolidated ﬁnancial state- for impairment. It permits an entity to ﬁrst perform a
ments in ﬁscal 2012.
qualitative assessment to determine whether it is more
likely than not that the fair value of a reporting unit is
In May 2011, the FASB issued ASU No. 2011-04, “Fair
less than its carrying value. If it is concluded that this is
Value Measurement (Topic 820): Amendments to
the case, it is necessary to perform the currently preAchieve Common Fair Value Measurement and Discloscribed two-step goodwill impairment test. Otherwise,
sure Requirements in U.S. GAAP and International
the two-step goodwill impairment test is not required.
Financial Reporting Standards.” ASU No. 2011-04 proThis guidance is effective for annual and interim goodvides a consistent definition of fair value to ensure that
the fair value measurement and disclosure requirements will impairment tests performed for ﬁscal years beginare similar between U.S. GAAP and International Finan- ning after December 15, 2011, and early adoption is
cial Reporting Standards. Some of the amendments clar- permitted. The Company is currently evaluating the
ify the FASB’s intent about the application of existing fair impact of the pending adoption of ASU No. 2011-08
value measurement requirements. Other amendments on its consolidated ﬁnancial statements in ﬁscal 2013.
change a particular principle or requirement for measuring fair value or for disclosing information about fair
value measurements. ASU No. 2011-04 is effective for
interim and annual periods beginning after December 15,
2011. The Company is currently evaluating the impact
that the adoption will have on its consolidated financial
statements in fiscal 2012.
In June 2011, the FASB issued ASU No. 2011-05, “Comprehensive Income (Topic 220): Presentation of Comprehensive Income.” ASU No. 2011-05 eliminates the
option to present the components of other comprehensive income as part of the statement of stockholders’
equity. It requires an entity to present the total of
comprehensive income, the components of net income,

In September 2011, the FASB issued ASU No. 2011-09,
“Compensation — Retirement Benefits — Multiemployer
Plans (Subtopic 715-80).” ASU No. 2011-09 requires that
employers provide additional separate disclosures for
multiemployer pension plans and multiemployer other
postretirement benefit plans. The additional quantitative
and qualitative disclosures will provide users with more
detailed information about an employer’s involvement in
multiemployer pension plans. This guidance is effective
for annual periods for fiscal years ending after December 15, 2011, and early adoption is permitted. As ASU
No. 2011-09 is only disclosure related, it will not have an
impact on the Company’s financial position, results of
operations, or cash flows.
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NOTE 2

and extinguishments of liabilities. As of August 31,
2011, there were no amounts of CHS Capital notes
receivable accounted for as sales.

R E CE I VA BLE S
Receivables as of August 31, 2011 and 2010 are as follows:
2011

2010

Trade accounts receivable
CHS Capital notes receivable
Other

$2,248,665
604,268
246,198

$1,543,530
340,303
123,770

Less allowances and reserves

3,099,131
119,026

2,007,603
99,535

$2,980,105

$1,908,068

(D OL L A RS I N TH O US AN D S )

Trade accounts receivable are initially recorded at a
selling price, which approximates fair value, upon the
sale of goods or services to customers.
CHS Capital, the Company’s wholly-owned subsidiary,
has notes receivable from commercial borrowers and
producer borrowings. The short-term notes receivable
generally have terms of 12-14 months and are reported
at their outstanding principle balances as CHS Capital
has the ability and intent to hold these notes to maturity.
The notes receivable from commercial borrowers are
collateralized by various combinations of mortgages,
personal property, accounts and notes receivable,
inventories and assignments of certain regional cooperative’s capital stock. These loans are primarily originated in the states of Minnesota, Wisconsin and North
Dakota. CHS Capital also has loans receivable from
producer borrowers which are collateralized by various
combinations of growing crops, livestock, inventories,
accounts receivable, personal property and supplemental mortgages. In addition to the short-term amounts
included in the table above, CHS Capital had long-term
notes receivable with durations of not more than ten
years of $151.1 million and $144.4 million at August 31,
2011 and 2010, respectively, which are included in other
assets on the Company’s Consolidated Balance Sheets.
As of August 31, 2011 and 2010, the commercial notes
represented 84% and 81%, respectively, and the producer
notes represented 16% and 19%, respectively, of the total
CHS Capital notes receivable.
As of August 31, 2010, CHS Capital notes receivable of
$55.0 million, were accounted for as sales when they
were surrendered, in accordance with authoritative
guidance on accounting for transfers of ﬁnancial assets
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CHS Capital evaluates the collectability of both commercial and producer notes on a speciﬁc identiﬁcation
basis, based on the amount and quality of the collateral
obtained, and records speciﬁc loan loss reserves when
appropriate. A general reserve is also maintained based
on historical loss experience and various qualitative
factors. In total, the Company’s speciﬁc and general
loan loss reserves related to CHS Capital are not material to the Company’s consolidated ﬁnancial statements,
nor are the historical write-offs. The accrual of interest
income is discontinued at the time the loan is 90 days
past due unless the credit is well-collateralized and in
process of collection. The amount of CHS Capital notes
that were past due was not signiﬁcant at any reporting
date presented.
Quarterly Financial Statement Corrections (unaudited):
During the ﬁrst, second and third quarters of ﬁscal
2011, CHS Capital accounted for certain loan transfers
under various participation agreements as sales transactions. However, in connection with the preparation of
the ﬁscal 2011 audited ﬁnancial statements, the Company has determined that these loan transfers did not
meet the deﬁnition of a ‘participating interest’, as
deﬁned in Accounting Standard Update No. 2009-16,
“Accounting for Transfers and Servicing of Financial
Assets”, for which provisions were effective for the
Company at the beginning of ﬁscal 2011, and therefore
should have been accounted for as secured borrowings
during ﬁscal 2011. The loan transfers have been appropriately reported as secured borrowings in the ﬁscal
2011 audited ﬁnancial statements.
As a result of the error described above, both receivables
and notes payable reported in the Company’s unaudited
Consolidated Balance Sheets included in the fiscal 2011
Quarterly Reports on Form 10-Q were understated by
$140.6 million, $269.3 million and $255.8 million as of
November 30, 2010, February 28, 2011 and May 31, 2011,
respectively. In addition, in the Company’s unaudited
Consolidated Statements of Cash Flows included in the
fiscal 2011 Quarterly Reports on Form 10-Q, net cash
used in investing activities and net cash provided by
financing activities were understated by $140.6 million

for the three months ended November 30, 2010, NOTE 4
$269.3 million for the six months ended February 28, I N VE S T M E N T S
2011 and $255.8 million for the nine months ended
May 31, 2011. The Company has evaluated this error Investments as of August 31, 2011 and 2010 are as follows:
and determined that the impact to the previously issued ( DO L L A RS I N TH OU S AN D S)
2011
2010
interim financial statements was not material. The Com- Joint ventures:
pany plans to make these corrections to its previously
Ventura Foods, LLC
$278,865
$262,550
Multigrain AG
148,528
reported unaudited interim Consolidated Balance Sheets
Horizon Milling, LLC
79,770
69,873
and Consolidated Statements of Cash Flows prospecTEMCO, LLC
47,337
29,128
tively in its fiscal 2012 Form 10-Q filings. These correcHorizon Milling G.P.
20,445
20,166
tions will have no impact on the Company’s previously
reported net income or equity. In addition, the correc- Cooperatives:
Land O’Lakes, Inc.
53,147
48,854
tions will have no impact upon the Company’s compliAg Processing Inc.
17,876
18,245
ance with any covenants under its credit facilities.
CoBank, ACB
Other

NOTE 3

13,272
85,267

15,704
106,344

$595,979

$719,392

IN VE N TORIE S
The Company has a 50% interest in Ventura Foods, LLC
Inventories as of August 31, 2011 and 2010 are as follows: (Ventura Foods), a joint venture which produces and
distributes primarily vegetable oil-based products, and
(D OL L A RS I N TH O US AN D S )
2011
2010
is included in Corporate and Other. During the year
Grain and oilseed
$1,232,818 $ 983,846
ended August 31, 2009, the Company made capital
Energy
732,609
515,930
contributions to Ventura Foods of $35.0 million. The
Crop nutrients
389,741
135,526
Company accounts for Ventura Foods as an equity
Feed and farm supplies
346,572
242,482
Processed grain and oilseed
55,231
74,064 method investment, and as of August 31, 2011, its
Other
11,453
9,528 carrying value of Ventura Foods exceeded its share of
$2,768,424 $1,961,376 their equity by $13.4 million, of which $0.6 million is
being amortized with a remaining life of approximately
one year. The remaining basis difference represents
As of August 31, 2011, the Company valued approxi- equity method goodwill. The following provides summately 12% of inventories, primarily crude oil and marized unaudited ﬁnancial information for Ventura
reﬁned fuels within the Energy segment, using the lower Foods balance sheets as of August 31, 2011 and 2010,
of cost, determined on the LIFO method, or market (12% and statements of operations for the twelve months
as of August 31, 2010). If the FIFO method of account- ended August 31, 2011, 2010 and 2009:
ing had been used, inventories would have been higher
2011
2010
than the reported amount by $551.0 million and ( DO L L A RS I N TH OU S AN D S)
Current assets
$585,760
$512,554
$345.4 million at August 31, 2011 and 2010, respecNon-current assets
464,621
459,346
tively. During 2010, energy inventory quantities were
Current liabilities
227,199
166,408
reduced. The reduction resulted in liquidation of LIFO Non-current liabilities
292,368
308,795
inventory quantities carried at lower costs prevailing in
prior years as compared with the cost of 2010 pur2011
2010
2009
chases, the effect of which decreased cost of goods sold ( DO L L A RS I N TH OU S AN D S)
Net sales
$2,350,895
$1,954,289 $2,055,768
by approximately $5.7 million.
Gross proﬁt
Net earnings
Earnings attributable to
CHS Inc.

255,748
105,754

259,388
95,480

269,269
125,174

52,877

47,740

62,587
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N OT E 4
Investments, continued
During fiscal 2010 and 2009 the Company made capital
contributions of $24.0 million and $76.3 million, respectively, to its Multigrain, AG (Multigrain) joint venture
due to expansion of their operations. This venture,
included in the Company’s Ag Business segment,
includes grain storage, export facilities and grain production and is headquartered in Sao Paulo, Brazil. During
the year ended August 31, 2011, the Company sold all of
its 45% ownership interest in Multigrain to one of its joint
venture partners, Mitsui & Co., Ltd., for $225.0 million
and recognized a pre-tax gain of $119.7 million.

( DO L L A RS I N TH OU S AN D S)

2011

2010

2009

Net sales
Gross proﬁt
Net earnings
Earnings attributable to
CHS Inc.

$8,399,779
406,338
232,473

$7,212,848
356,708
150,798

$6,748,412
306,158
128,807

89,575

50,731

45,728

The Company previously held a minority ownership interest in VeraSun Energy Corporation (VeraSun), an ethanol
production company. In fiscal 2009, VeraSun filed for
relief under Chapter 11 of the U.S. Bankruptcy Code.
Consequently, the Company’s management recorded an
impairment charge of $74.3 million during fiscal 2009. The
impairment did not affect the Company’s cash flows and
did not have a bearing upon its compliance with any
Agriliance LLC (Agriliance) is owned and governed by
CHS (50%) and Land O’Lakes, Inc. (50%). The Company covenants under its credit facilities.
accounts for its Agriliance investment using the equity
During the year ended August 31, 2009, the Company
method of accounting within Corporate and Other. Agrisold its available-for-sale investment of common stock
liance is currently winding down its business activities and
in the New York Mercantile Exchange (NYMEX Holdprimarily holds long-term liabilities. During the years
ings) for proceeds of $16.1 million and recorded a
ended August 31, 2011, 2010 and 2009, the Company
pretax gain of $15.7 million. The Company also received
received $28.0 million, $105.0 million, and $25.0 million,
proceeds of $25.5 million from the sale of a Canadian
respectively, of cash distributions from Agriliance as
agronomy investment during the year ended August 31,
returns of capital for proceeds from the sale of many of
2009, and recorded a gain of $2.8 million.
the Agriliance retail facilities, and the collection of receivables. The Company recorded pre-tax gains of $9.0 million
CHS Capital, a finance company formed in fiscal 2005,
and $28.4 million during fiscal 2011 and 2010, respecmakes seasonal and term loans to member cooperatives
tively, related to these cash distributions.
and businesses and to individual producers of agricultural
During the year ended August 31, 2011, the Company products. Through August 31, 2008, the Company
dissolved its United Harvest, LLC (United Harvest) joint accounted for its 49% ownership interest in CHS Capital,
venture which operated two grain export facilities in within Corporate and Other, using the equity method of
Washington that were leased from the joint venture accounting. On September 1, 2008, CHS Capital became a
participants. As a result of the dissolution, the Company wholly-owned subsidiary when the Company purchased
is now operating its Kalama, Washington export facility, the remaining 51% ownership interest for $53.3 million.
and its joint venture partner is operating their own The purchase price included cash of $48.5 million and the
assumption of certain liabilities of $4.8 million.
Vancouver, Washington facility.
The following provides combined ﬁnancial information
for the Company’s major equity investments, excluding
Ventura Foods, for balance sheets as of August 31, 2011
and 2010, and statements of operations for the twelve
months ended August 31, 2011, 2010 and 2009:
(D OL L A RS I N TH O US AN D S )

Current assets
Non-current assets
Current liabilities
Non-current liabilities

40 2011
2011 CHs
CHS
40

2011

2010

$595,862
130,464
316,066
4,922

$1,254,966
881,998
765,393
491,643

Various agreements with other owners of investee companies and a majority-owned subsidiary set out parameters whereby CHS may buy and sell additional interests
in those companies, upon the occurrence of certain
events, at fair values determinable as set forth in the
specific agreements.

NOTE 5

During the years ended August 31, 2011 and 2010, the
Company had acquisitions in its Ag Business segment
which resulted in $3.4 million and $6.5 million of goodA summary of property, plant and equipment as of will, respectively, reflecting the purchase price allocations. There were no dispositions resulting in a decrease
August 31, 2011 and 2010 is as follows:
to goodwill during fiscal 2011. During the year ended
(D OL L A RS I N TH O US AN D S )
2011
2010
August 31, 2010, dispositions in the Company’s Energy
Land and land improvements
$ 125,170 $ 118,337
segment resulted in decreases in goodwill of $0.8 million.

PROP E RTY, P L AN T AND E QU IP ME NT

Buildings
Machinery and equipment
Ofﬁce and other
Construction in progress

Less accumulated depreciation
and amortization

533,231
3,481,046
96,841
257,940

499,346
3,072,866
93,099
359,933

4,494,228

4,143,581

2,074,014

1,890,510

$2,420,214

$2,253,071

There were no intangible assets acquired as part of
business acquisitions during fiscal 2011. During the year
ended August 31, 2010, intangible assets acquired
totaled $1.4 million and were from acquisitions in our
Ag Business segment. Various other cash acquisitions of
intangibles totaled $1.9 million and $1.0 million during
the years ended August 31, 2011 and 2010, respectively.

Depreciation expense for the years ended August 31,
2011, 2010 and 2009, was $205.2 million, $187.5 million Intangible assets amortization expense for the years
and $180.9 million, respectively.
ended August 31, 2011, 2010 and 2009, was $11.0 million, $11.4 million and $12.2 million, respectively. The
The Company is leasing certain of its wheat milling estimated annual amortization expense related to intanfacilities and related equipment to Horizon Milling, LLC gible assets subject to amortization for the next ﬁve
(Horizon Milling) under an operating lease agreement. years is as follows:
The net book value of the leased milling assets at
August 31, 2011 and 2010 was $53.9 million and Year 1
$ 9,888
6,298
$59.3 million, respectively, net of accumulated depre- Year 2
3,847
ciation of $74.7 million and $69.7 million, respectively. Year 3
Year 4
Year 5
Thereafter

NOTE 6

OTH E R A S S ET S

2,550
2,130
8,007

$32,720

Other assets as of August 31, 2011 and 2010 are as follows: The capitalized major maintenance activity is as follows:
2011

2010

Goodwill
$ 26,409
Customer lists, less accumulated amortization
of $25,724 and $18,666, respectively
13,367
Non-compete covenants, less accumulated
amortization of $6,306 and $4,701,
respectively
3,462
Trademarks and other intangible assets,
less accumulated amortization of $14,731
and $16,489, respectively
15,891
Notes receivable
157,518
Long-term receivable
44,597
Prepaid pension and other beneﬁts
103,008
Capitalized major maintenance
80,752
Other
18,478

$ 23,038

$463,482

$377,196

(D OL L A RS I N TH O US AN D S )

19,392

(DOLLARS IN
THOUSANDS)

2011
2010
2009

BALANCE AT
BEGINNING
OF YEAR

COST
DEFERRED

AMORTIZATION

$19,097
30,075
53,303

$92,129
7,554
1,771

$(30,474)
(18,532)
(24,999)

WRITE-OFFS

BALANCE AT
END OF YEAR

$80,752
19,097
30,075

4,950
17,794
152,140
63,072
57,729
19,097
19,984
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NOTE 7

NOT E S PAYABL E A ND L ONG - TERM D E B T
Notes payable and long-term debt as of August 31, 2011 and 2010, consisted of the following:
(D OL L A RS I N TH O US AN D S )

Notes payable(a)(k)
CHS Capital notes payable(l)

INTEREST RATES AT
AUGUST 31, 2011

0.90% to 8.50%
0.85% to 2.73%

2011

2010

$ 130,719 $ 29,776
585,549
232,314
$ 716,268 $262,090

Long-term debt:
Revolving term loans from cooperative and other banks, payable in equal installments
beginning in 2013 through 2018(b)(k)
Private placement, payable in equal installments beginning in 2014 through 2018(c)(k)
Private placement, payable in equal installments through 2013(d)(k)
Private placement, payable in installments through 2018(e)(k)
Private placement, payable in equal installments beginning in 2011 through 2015(f)(k)
Private placement, payable in equal installments through 2011(g)(k)
Private placement, payable in its entirety in 2011(h)(k)
Private placement, payable in equal installments beginning in 2014 through 2018(h)(k)
Private placement, payable in equal installments beginning in 2017 through 2021(h)(k)
Private placement, payable in its entirety in 2019(i)(k)
Private placement, payable in its entirety in 2021(i)(k)
Private placement, payable in its entirety in 2023(i)(k)
Private placement, payable in its entirety in 2026(i)(k)
Industrial revenue bonds, payable in its entirety in 2011
Other notes and contracts(j)
Total long-term debt
Less current portion
Long-term portion

5.59%
6.18%
6.81%
4.96% to 5.60%
5.25%

5.78%
4.00%
4.08%
4.52%
4.67%
4.82%
2.42% to 12.17%

$ 150,000 $150,000
400,000
400,000
75,000
112,500
86,539
104,231
100,000
125,000
11,428
15,000
50,000
50,000
100,000
130,000
160,000
130,000
80,000
3,925
40,458
14,157
1,501,997
90,804

986,241
112,503

$1,411,193

$873,738

(a) The Company ﬁnances its working capital needs through short-term lines of credit with a syndication of domestic and international banks.
On August 31, 2011, the Company had two primary committed lines of credit. One of these lines of credit was a $900.0 million committed ﬁveyear revolving facility that was entered into in June 2010, with an expiration date of June 2015, which had no amounts outstanding on
August 31, 2011 and 2010. The second committed line of credit was a $1.3 billion, 364-day revolving facility with an expiration date of
November 2011 that replaced a previous $700.0 million revolving facility that was terminated in November 2010, with no amounts
outstanding in August 31, 2011 and 2010. Subsequent to the Company’s ﬁscal year ended August 31, 2011, it terminated and replaced both of
the existing revolving credit facilities with new three-year and ﬁve-year revolving facilities, each with committed amounts of $1.25 billion,
for a total of $2.5 billion. In addition to its primary lines of credit, the Company had two additional revolving lines of credit, of which one was a
364-day revolving facility in the amount of $40.0 million committed that was terminated in October 2011, and the other is a three-year
revolving facility in the amount of $40.0 million committed, with the right to increase the capacity to $120.0 million, that expires in November
2013. There were no amounts outstanding on either of these two additional revolving lines of credit on August 31, 2011 and 2010. The
Company also has a committed revolving credit facility dedicated to NCRA, with a syndication of banks in the amount of $15.0 million that
expires in December 2011, with no amounts outstanding on August 31, 2011 and 2010. Our wholly-owned subsidiaries, CHS Europe S.A.,
CHS do Brasil Ltda. and CHS de Argentina, have uncommitted lines of credit to ﬁnance their normal trading activities in the amount of
$128.8 million as of August 31, 2011 and $27.1 million as of August 31, 2010, which are collateralized by certain inventories and receivables.
The Company has two commercial paper programs totaling up to $125.0 million with two banks participating in the revolving credit facilities.
Terms of the Company’s credit facilities allow a maximum usage of $200.0 million to pay principal under any commercial paper facility. On
August 31, 2011 and 2010, there was no commercial paper outstanding. Miscellaneous short-term notes payable totaled $1.9 million and
$2.7 million on August 31, 2011 and 2010, respectively.
(b) In December 2007, the Company established a ten-year long-term credit agreement through a syndication of cooperative banks in the
amount of $150.0 million.
(c) In October 2007, the Company entered into a private placement with several insurance companies for long-term debt in the amount of $400.0 million.
(d) In June 1998, the Company entered into a private placement with several insurance companies for long-term debt in the amount of $225.0 million.
(e) In October 2002, the Company entered into a private placement with several insurance companies for long-term debt in the amount of $175.0 million.
(f) In September 2004, the Company entered into a private placement with several insurance companies for long-term debt in the amount
of $125.0 million.
(g) In January 2001, the Company entered into a note purchase and private shelf agreement with Prudential Insurance Company. A long-term
note was issued for $25.0 million and a subsequent note for $55.0 million was issued in March 2001.
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(h) In March 2004, the Company entered into a note purchase and private shelf agreement with Prudential Capital Group. In April 2004, two longterm notes were issued for $15.0 million each. In April 2007, the agreement was amended with Prudential Investment Management, Inc. and
several other participating insurance companies to expand the uncommitted facility from $70.0 million to $150.0 million. In February 2008,
the Company borrowed $50.0 million under the shelf arrangement and in November 2010, the Company borrowed $100.0 million under the
shelf arrangement.
(i) In June 2011, the Company entered into a private placement with certain accredited investors for long-term debt in the amount of
$500.0 million, which was layered into four series. Under the agreement, the Company may, from time to time, issue additional series of notes
pursuant to the agreement, provided that the aggregate principal amount of all notes outstanding at any time may not exceed $1.5 billion.
(j) Other notes and contracts payable of $5.4 million are collateralized by property, plant and equipment, with a cost of $17.1 million, less
accumulated depreciation of $9.4 million on August 31, 2011.
(k) The debt is unsecured; however, restrictive covenants under various agreements have requirements for maintenance of minimum working
capital levels and other ﬁnancial ratios.
(l) Coﬁna Funding, LLC (Coﬁna Funding), a wholly-owned subsidiary of CHS Capital, has available credit totaling $450.0 million as of
August 31, 2011, under note purchase agreements with various purchasers, through the issuance of short-term notes payable. CHS Capital
sells eligible commercial loans receivable it has originated to Coﬁna Funding, which are then pledged as collateral under the note purchase
agreements. The notes payable issued by Coﬁna Funding bear interest at variable rates with a weighted-average interest rate of 1.96% as of
August 31, 2011. Borrowings by Coﬁna Funding utilizing the available credit under the note purchase agreements totaled $371.3 million as of
August 31, 2011. CHS Capital sells loan commitments it has originated to ProPartners Financial (ProPartners) on a recourse basis. The total
capacity for commitments under the ProPartners program is $200.0 million. The total outstanding commitments under the program totaled
$174.0 million as of August 31, 2011, of which $117.6 million was borrowed under these commitments with an interest rate of 2.03%. CHS
Capital borrows funds under short-term notes issued as part of a surplus funds program. Borrowings under this program are unsecured and
bear interest at variable rates ranging from 0.85% to 1.35% as of August 31, 2011, and are due upon demand. Borrowings under these notes
totaled $96.6 million as of August 31, 2011. As of August 31, 2010, the net borrowings under the Coﬁna Funding note purchase agreements
were $75.0 million. CHS Capital borrowings under the ProPartners program and the surplus funds program were $71.4 million and
$85.9 million, respectively, as of August 31, 2010.

NOTE 8

Weighted-average interest rates at August 31:
Notes payable
CHS Capital notes payable
Long-term debt

2011

2010

2.37%
1.86%
5.25%

2.24%
1.75%
5.92%

Based on quoted market prices of similar debt, the
carrying value of the Company’s long-term debt
approximated its fair value.

IN COME TAXE S
The provision for income taxes for the years ended
August 31, 2011, 2010 and 2009 is as follows:
( DO L L A RS I N TH OU S AN D S)

Current
Deferred
Valuation allowance
Income taxes

The aggregate amount of long-term debt payable as of
August 31, 2011 is as follows:
(D OL L A RS I N TH O US AN D S )

2012
2013
2014
2015
2016
Thereafter

$

90,804
100,707
154,549
154,500
129,517
871,920

2011

2010

2009

$19,539
56,426
10,663

$ 8,931
34,691
4,816

$19,328
31,665
12,311

$86,628

$48,438

$63,304

The Company’s current tax provision is significantly
impacted by the utilization of loss carryforwards and tax
benefits passed to the Company from NCRA. The passthrough tax benefits are associated with refinery upgrades
that enable NCRA to produce ultra-low sulfur fuels as
mandated by the Environmental Protection Agency.

Deferred taxes are comprised of basis differences
related to investments, accrued liabilities and certain
federal and state tax credits. NCRA ﬁles separate tax
Interest, net for the years ended August 31, 2011, 2010 returns and, as such, these items must be assessed
independent of the Company’s deferred tax assets when
and 2009 is as follows:
determining recoverability.
$1,501,997

(D OL L A RS I N TH O US AN D S )

2011

2010

2009

Interest expense
Capitalized interest
Interest income

$83,044
(5,487)
(2,722)

$69,901
(6,212)
(5,365)

$85,669
(5,201)
(9,981)

Interest, net

$74,835

$58,324

$70,487
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N OT E 8
Income Taxes, continued
Deferred tax assets and liabilities as of August 31, 2011
and 2010 are as follows:
2011

2010

$ 88,028

$ 88,246

100,256
93,609
71,471
43,653

111,437
57,449
50,171
35,060

Total deferred tax assets

397,017

342,363

Deferred tax liabilities:
Pension
Investments
Major maintenance
Property, plant and equipment
Other

56,702
76,959
4,591
439,639
4,796

36,341
56,744
6,017
337,654
6,647

Total deferred tax liabilities

582,687

443,403

Deferred tax assets valuation reserve

(47,599)

(D OL L A RS I N TH O US AN D S )

Deferred tax assets:
Accrued expenses
Postretirement health care and deferred
compensation
Tax credit carryforwards
Loss carryforwards
Other

Net deferred tax liabilities

Statutory federal income tax rate
State and local income taxes, net of federal
income tax beneﬁt
Patronage earnings
Domestic production activities deduction
Export activities at rates other than the U.S.
statutory rate
Valuation allowance
Tax credits
Other

2011

2010

35.0%

35.0%

35.0%

1.3
(20.5)
(3.2)

0.8
(23.8)
(1.5)

0.0
(25.5)
1.4

0.0
0.9
(3.1)
(2.8)

1.0
0.8
(0.2)
(3.8)

0.3
2.4
(0.7)
(0.3)

7.6%

8.3%

12.6%

Effective tax rate

$233,269

(36,935)
$137,975

During the year ended August 31, 2011, the valuation
allowance for the Company’s deferred tax asset related
to certain foreign subsidiary losses increased by
$5.5 million. Valuation allowances associated with certain capital loss carryforwards were reduced by
$24.6 million during ﬁscal 2011, due to the existence
of offsetting capital gains generated as a result of the
sale of the Company’s interest in Multigrain. During the
year ended August 31, 2011, the valuation allowance for
NCRA increased by $29.8 million due to a change in the
amount of credits that are estimated to be utilized.
NCRA’s valuation allowance is necessary due to the
limited amount of taxable income it generates on an
annual basis.
The Company’s foreign tax credit of $7.0 million will
expire on August 31, 2019. The Company’s general
business credit carryforward of $51.5 million will begin
to expire on August 31, 2027.
As of August 31, 2011, net deferred taxes of $59.9 million
and $293.1 million are included in current assets and other
liabilities, respectively ($45.5 million and $183.5 million in
current assets and other liabilities, respectively, as of
August 31, 2010).
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The reconciliation of the statutory federal income tax
rates to the effective tax rates for the years ended
August 31, 2011, 2010 and 2009 is as follows:
2009

The Company files income tax returns in the U.S. federal
jurisdiction, and various state and foreign jurisdictions.
With few exceptions, the Company is no longer subject to
U.S. federal, state and local examinations by tax authorities for years ending on or before August 31, 2006.
The Company accounts for its income tax provisions of
ASC Topic 740, Income Taxes, which prescribes a minimum threshold that a tax provision is required to meet
before being recognized in the consolidated ﬁnancial
statements. This interpretation requires the Company
to recognize in the consolidated ﬁnancial statements tax
positions determined more likely than not to be sustained upon examination, based on the technical merits
of the position. A reconciliation of the gross beginning
and ending amounts of unrecognized tax beneﬁts for the
periods presented is as follows:
2011

2010

2009

Beginning balances
Increases for current year tax
positions
Increases for tax positions
of prior years
Reductions attributable
to statute expiration

$69,357

$72,519

$ 5,840

Balances at August 31

$67,271

( DO L L A RS I N TH OU S AN D S)

1,381
65,697
(2,086)

(3,162)
$69,357

(399)
$72,519

The increase in the unrecognized tax benefit of $65.7 million during fiscal 2009 relates to clarifications received
from the Internal Revenue Service on the method used for
calculating the Company’s production tax credits under
Section 199 for which the ultimate deductibility is highly
certain but for which there is uncertainty about the

amount deductible in prior periods. The unrecognized tax
benefit, if recognized, would affect the annual effective tax
rate. The Company does not believe it is reasonably possible that the total amounts of unrecognized tax benefits
will significantly increase or decrease during the
next 12 months.
The Company recognizes interest and penalties related
to unrecognized tax benefits in its provision for income
taxes. During the years ended August 31, 2011 and 2010,
the Company recognized approximately $0.1 million and
$0.3 million in interest, respectively. The Company had
approximately $0.1 million and $0.9 million for the payment of interest accrued on August 31, 2011 and
2010, respectively.

NOTE 9
EQU ITIE S
In accordance with the bylaws and by action of the
Board of Directors, annual net earnings from patronage
sources are distributed to consenting patrons following
the close of each ﬁscal year, and are based on amounts
using ﬁnancial statement earnings. The cash portion of
the patronage distribution is determined annually by
the Board of Directors, with the balance issued in the
form of capital equity certiﬁcates. Total patronage
refunds for ﬁscal 2011 are estimated to be $674.7 million, while the cash portion is estimated to be
$260.1 million. The actual patronage refunds and cash
portion for ﬁscal years 2010 and 2009 were $402.4 million ($141.5 million in cash) and $438.0 million
($153.9 million in cash), respectively. By action of the
Board of Directors, patronage losses incurred in ﬁscal
2009 from the wholesale crop nutrients business, totaling $60.2 million, were offset against the ﬁscal 2008
wholesale crop nutrients and CF Industries Holdings,
Inc. patronage through the cancellation of capital equity
certiﬁcates in ﬁscal 2010.

with the Company’s bylaws, that 10% of the earnings
from patronage business for ﬁscal 2011, be added to the
Company’s capital reserves.
Redemptions are at the discretion of the Board of Directors. Redemptions of capital equity certiﬁcates
approved by the Board of Directors are divided into
two pools, one for non-individuals (primarily member
cooperatives) who may participate in an annual program for equities held by them and another for individual members who are eligible for equity redemptions
at age 70 or upon death. In accordance with authorization from the Board of Directors, the Company expects
total redemptions related to the year ended August 31,
2011, that will be distributed in ﬁscal 2012, to be
approximately $136.0 million. These expected distributions are classiﬁed as a current liability on the
August 31, 2011 Consolidated Balance Sheet.
For the years ended August 31, 2011, 2010 and 2009, the
Company redeemed in cash, equities in accordance with
authorization from the Board of Directors, in the
amounts of $61.2 million, $23.1 million and $49.7 million, respectively. An additional $36.7 million and
$49.9 million of capital equity certiﬁcates were
redeemed in ﬁscal years 2010 and 2009, respectively,
by issuance of shares of the Company’s 8% Cumulative
Redeemable Preferred Stock (Preferred Stock). The
amount of equities redeemed with each share of Preferred Stock issued was $28.30 and $25.90, which was
the closing price per share of the stock on the NASDAQ
Global Select Market on February 22, 2010 and January 23, 2009, respectively.

The Preferred Stock is listed on the NASDAQ Global
Select Market under the symbol CHSCP. On August 31,
2011, the Company had 12,272,003 shares of Preferred
Stock outstanding with a total redemption value of
approximately $306.8 million, excluding accumulated
dividends. The Preferred Stock accumulates dividends
at a rate of 8% per year, which are payable quarterly.
Dividends paid on the Preferred Stock during the years
ended August 31, 2011, 2010 and 2009, were $24.5 milAnnual net savings from patronage or other sources lion, $23.2 million, and $20.0 million, respectively.
may be added to the unallocated capital reserve or, upon
action by the Board of Directors, may be allocated to The Preferred Stock is redeemable at the Company’s
members in the form of nonpatronage equity certiﬁ- option. At this time, the Company has no current plan or
cates. The Board of Directors authorized, in accordance intent to redeem any Preferred Stock.
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NOTE 10

BE N E FI T P LANS
The Company has various pension and other defined benefit and defined contribution plans, in which substantially all
employees may participate. The Company also has non-qualified supplemental executive and board retirement plans.
Financial information on changes in beneﬁt obligation and plan assets funded and balance sheets status as of
August 31, 2011 and 2010 is as follows:
QUALIFIED
PENSION BENEFITS
(D OL L A RS I N TH O US AN D S )

Change in beneﬁt obligation:
Beneﬁt obligation at beginning of period
Service cost
Interest cost
Actuarial loss (gain)
Assumption change
Plan amendments
Special agreements
Medicare D
Excise tax on high cost healthcare plans
Beneﬁts paid

NON-QUALIFIED
PENSION BENEFITS

OTHER BENEFITS

2011

2010

2011

2010

2011

$493,601
25,232
22,257
759
(11,014)
365

$415,469
20,774
23,034
5,634
53,587
392

$ 47,233
1,246
1,933
(1,233)
(514)
1,047

$ 40,524
1,220
2,235
239
4,995

$ 46,262
1,771
2,194
1,199
912

(30,147)

(25,289)

(19,984)

2010

$ 38,202
1,386
2,153
1,016
4,368
1,722
105

216
6,279
(1,969)

(1,980)

(2,690)

Beneﬁt obligation at end of period

$501,053

$493,601

$ 29,728

$ 47,233

$ 56,864

$ 46,262

Change in plan assets:
Fair value of plan assets at beginning of period
Actual gain on plan assets
Company contributions
Beneﬁts paid

$478,361
57,608
35,000
(30,147)

$410,181
23,469
70,000
(25,289)

$ 19,984
(19,984)

$ 1,980
(1,980)

$ 1,969
(1,969)

$ 2,690
(2,690)

Fair value of plan assets at end of period

$540,822

$478,361

$

$

$

$

Funded status at end of period

$ 39,769

$ (15,240)

$(29,728)

$(47,233)

$(56,864)

$(46,262)

$ (15,240)

$ (3,205)
(26,523)

$ (8,231)
(39,002)

$ (3,111)
(53,753)

$ (2,834)
(43,428)

$(56,864)

$(46,262)

$ 1,651
(190)
14,076
(3,821)

$ 2,586
(312)
6,199
(1,997)

$ 11,716

$ 6,476

Amounts recognized on balance sheet:
Non-current assets
Accrued beneﬁt cost:
Current liabilities
Non-current liabilities

—

—

—

—

$ 40,047

(278)

Ending balance

$ 39,769

$ (15,240)

$(29,728)

$(47,233)

Amounts recognized in accumulated other comprehensive
loss (pretax):
Net transition obligation
Prior service cost (credit)
Net loss
Noncontrolling interests

$ 11,223
247,669
(20,524)

$ 13,185
289,853
(25,112)

$

$

Ending balance

$238,368

$277,926

$ 7,539

497
7,124
(82)

638
13,527
(184)

$ 13,981

The accumulated beneﬁt obligation of the qualiﬁed pension plans was $466.8 million and $459.5 million at
August 31, 2011 and 2010, respectively. The accumulated beneﬁt obligation of the non-qualiﬁed pension plans was
$17.0 million and $31.3 million at August 31, 2011 and 2010, respectively.
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The assumption change for the ﬁscal year ended August 31, 2010, related to reductions in the discount rate for
both CHS and NCRA qualiﬁed pension plans. The reduction in the discount rate was due to the reduction in the
yield curves for investment-grade corporate bonds that CHS and NCRA have historically used.
For measurement purposes, an 8% annual rate of increase in the per capita cost of covered health care beneﬁts was
assumed for the year ended August 31, 2011. The rate was assumed to decrease gradually to 5% by 2017 and remain
at that level thereafter. Components of net periodic beneﬁt costs for the years ended August 31, 2011, 2010 and
2009 are as follows:
QUALIFIED
PENSION BENEFITS
(D OL L A RS I N TH O US AN D S )

Components of net periodic beneﬁt costs:
Service cost
Interest cost
Expected return on assets
Settlement of retiree obligations
Special agreements
Prior service cost (credit) amortization
Actuarial loss (gain) amortization
Transition amount amortization

NON-QUALIFIED
PENSION BENEFITS

OTHER BENEFITS

2011

2010

2009

2011

2010

2009

2011

2010

2009

$ 25,232
22,257
(41,770)

$ 20,774
23,034
(36,875)

$ 16,318
22,837
(31,258)

$1,246
1,933

$1,220
2,235

$1,200
2,399

$1,771
2,194

$1,385
2,153

$1,101
2,771

4,735

Net periodic beneﬁt cost

2,327
16,090

2,193
10,578

2,115
5,046

141
967

419
617

546
667

$ 24,136

$ 19,704

$ 15,058

$9,022

$4,491

$4,812

Adjustment to retained earnings for
measurement date change

$ 1,593

Weighted-average assumptions to determine
the net periodic beneﬁt cost:
Discount rate
Expected return on plan assets
Rate of compensation increase
Weighted-average assumptions to determine
the beneﬁt obligations:
Discount rate
Rate of compensation increase

(122)
513
935
$5,291

1,722
(186)
12
936
$6,022

$ 763

283
347
(215)
936
$5,223
$ 294

4.75%
7.75%
4.50%

5.75%
8.25%
4.50%

6.05%
8.25%
4.50%

4.75%
N/A
4.75%

5.75%
N/A
4.50%

6.05%
N/A
4.50%

4.75%
N/A
4.50%

5.75%
N/A
4.50%

6.05%
N/A
4.50%

5.00%
4.50%

4.75%
4.50%

5.75%
4.50%

5.00%
4.50%

4.75%
4.50%

5.75%
4.50%

4.75%
4.50%

4.75%
4.50%

5.75%
4.50%

The estimated amortization in fiscal 2012 from accumu- A one-percentage point change in the assumed health
lated other comprehensive income into net periodic ben- care cost trend rates would have the following effects:
efit cost is as follows:

(D OL L A RS I N TH O US AN D S )

Amortization of transition
obligation
Amortization of prior service
cost (beneﬁt)
Amortization of net actuarial
loss
Noncontrolling interests

QUALIFIED
PENSION
BENEFITS

NONQUALIFIED
PENSION
BENEFITS

( DO L L A RS I N TH OU S AN D S)

OTHER
BENEFITS

$ 936
$ 1,831

$ 85

Effect on total of service and
interest cost components
Effect on postretirement beneﬁt
obligation

1% INCREASE

1% DECREASE

$ 479

$ (405)

5,554

(4,842)

(105)

The Company provides deﬁned life insurance and
health care beneﬁts for certain retired employees and
Board of Directors’ participants. The plan is contribuAssumed health care cost trend rates have a signiﬁcant tory based on years of service and family status, with
effect on the amounts reported for the health care plans. retiree contributions adjusted annually.
14,927
(1,303)

518
(1)

841
(263)
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Beneﬁt Plans, continued

long-term historical return information for the targeted
asset mix identified in asset and liability studies. Adjustments are made to the expected long-term rate of return
The Company has other contributory defined contribution
assumption, when deemed necessary, based upon
plans covering substantially all employees. Total contrirevised expectations of future investment performance
butions by the Company to these plans were $18.6 million,
of the overall investment markets.
$17.3 million and $14.9 million, for the years ended
August 31, 2011, 2010 and 2009, respectively.
The discount rate reflects the rate at which the associated
The Company contributed $35.0 million to qualiﬁed benefits could be effectively settled as of the measurement date. In estimating this rate, the Company looks at
pension plans in ﬁscal 2011. Based on the funded status
rates of return on fixed-income investments of similar
of the qualiﬁed pension plans as of August 31, 2011, the
duration to the liabilities in the plans that receive high,
Company does not expect to contribute to these plans in
investment-grade ratings by recognized ratings agencies.
ﬁscal 2012. The Company expects to pay $6.3 million to
participants of the non-qualiﬁed pension and postreThe investment portfolio contains a diversified portfolio
tirement beneﬁt plans during ﬁscal 2012.
of investment categories, including domestic and international equities, fixed-income securities and real estate.
The Company’s retiree benefit payments which reflect
Securities are also diversified in terms of domestic and
expected future service are anticipated to be paid as follows:
international securities, short and long-term securities,
NONgrowth and value equities, large and small cap stocks, as
QUALIFIED QUALIFIED
OTHER BENEFITS
PENSION
(D OL L A RS I N
PENSION
well as active and passive management styles.
BENEFITS

BENEFITS

GROSS

MEDICARE D

2012
2013

$ 30,489
32,115

$ 3,205
1,773

$ 3,111
3,345

$100
100

2014

34,127

1,294

3,565

2015
2016

38,053
39,911

1,428
1,567

3,802
4,121

238,203

15,157

26,030

TH OU S AN D S)

2017-2021

The committees believe that with prudent risk tolerance
and asset diversiﬁcation, the plans should be able to
100
meet pension obligations in the future.
100
100

500

The Company has trusts that hold the assets for the
defined benefit plans. The Company and NCRA have
qualified plan committees that set investment guidelines
with the assistance of external consultants. Investment
objectives for the Company’s plan assets are as follows:
• optimization of the long-term returns on plan assets
at an acceptable level of risk
• maintenance of a broad diversiﬁcation across asset
classes and among investment managers
• focus on long-term return objectives
Asset allocation targets promote optimal expected return
and volatility characteristics given the long-term time
horizon for fulfilling the obligations of the pension plans.
The plans’ target allocation percentages are 35% in fixed
income securities and 65% in equity securities. An annual
analysis of the risk versus the return of the investment
portfolio is conducted to justify the expected long-term
rate of return assumption. The Company generally uses
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The Company’s pension plans’ fair value measurements
at August 31, 2011 and 2010 are as follows:
2011
( DO L L A RS I N TH OU S AN D S)

LEVEL 1

LEVEL 2 LEVEL 3

TOTAL

Cash and cash equivalents $ 3,073 $ 22,325
Equities:
Mutual funds
100,508 198,828
Fixed income securities:
Mutual funds
66,124 135,251
Real estate funds
Hedge funds

$14,522
191

Total

$14,713 $540,822

$169,705 $356,404

$ 25,398
299,336
201,375
14,522
191

2010
( DO L L A RS I N TH OU S AN D S)

LEVEL 1

LEVEL 2 LEVEL 3

TOTAL

Cash and cash equivalents $ 73,704 $ 7,158
Equities:
Mutual funds
95,185 150,654
Fixed income securities:
Mutual funds
45,548
93,775
Real estate funds
Hedge funds

$ 9,407
2,705

Total

$12,112 $478,136

$214,437 $251,587

$ 80,862
245,839
139,323
9,407
2,705

Definitions for valuation levels are found in Note 12, Fair
Value Measurements. The Company uses the following
valuation methodologies for assets measured at fair value.

2010

( DO L L A RS I N TH OU S AN D S)

Balances at beginning of period
Unrealized (losses) gains
Purchases, sales, issuances and
settlements, net

REAL
ESTATE
FUNDS

HEDGE
FUNDS

$10,335 $1,091
(939)
126

TOTAL

$11,426
(813)

Mutual Funds: Valued at quoted market prices, which
are based on the net asset value of shares held by the
11
1,488
1,499
plan at year end. Mutual funds traded in active markets
Total
$ 9,407 $2,705 $12,112
are classiﬁed within Level 1 of the fair value hierarchy.
Certain of the mutual fund investments held by the plan
have observable inputs other than Level 1 and are NOTE 11
classiﬁed within Level 2 of the fair value hierarchy. S E G M E N T R E P O RT IN G
The 2010 information in the above table contains corrections to the classiﬁcations within the fair value hier- The Company has aligned the segments based on an
archy from that reported in the prior year.
assessment of how the businesses are managed and operated, as well as the products and services it sells. During
Real Estate Funds: Valued quarterly at estimated fair the second quarter of fiscal 2011, there were several
value based on the underlying investee funds in which changes in the senior leadership team which resulted in
the real estate fund invests. This information is com- the realignment of the segments. One of these changes is
piled, in addition to any other assets and liabilities that there is no longer a chief operating officer of Pro(accrued expenses and unit-holder transactions), to cessing, resulting in a change in the way the Company
determine the fund’s unit value. The real estate fund manages its business and the elimination of that segment.
is not traded on an active market and is classiﬁed within The revenues previously reported in the Processing segLevel 3 of the fair value hierarchy.
ment were entirely from the oilseed processing operations,
and since those operations have grain-based commodity
Hedge Funds: Valued at estimated fair value based on inputs and similar commodity risk management requireprices quoted by various national markets and publications ments as other operations in the Ag Business segment, the
and/or independent financial analysts. These investments Company has included oilseed processing in that segment.
are classified within Level 3 of the fair value hierarchy.
The wheat milling and packaged food operations previously included in the Processing segment are now
The preceding methods described may produce a fair included in Corporate and Other, as those businesses
value calculation that may not be indicative of the net are conducted through non-consolidated joint ventures.
realizable value or reflective of future fair values. Further- In addition, the non-consolidated agronomy joint venture
more, although the Company believes its valuation meth- is winding down its business activity and is included in
ods are appropriate and consistent with other market Corporate and Other, rather than in the Ag Business
participants, the use of different methodologies or segment, where it was previously reported. There was
assumptions to determine the fair value of certain financial no change to the Energy segment. For comparative purinstruments could result in a different fair value measure- poses, segment information for the years ended August 31,
ment at the reporting date. The following tables set forth a 2010 and 2009, have been retrospectively revised to reflect
summary of changes in the fair value of the plan’s Level 3 these changes. This revision had no impact on consolidated
assets for the years ended August 31, 2011 and 2010:
net income or net income attributable to CHS Inc.
2011
REAL
ESTATE
FUNDS

HEDGE
FUNDS

Balances at beginning of period
Unrealized gains
Purchases, sales, issuances and
settlements, net

$ 9,407
2,104

$ 2,705 $12,112
132
2,236

Total

$14,522

(D OL L A RS I N TH O US AN D S )

3,011

(2,646)
$

191

TOTAL

365
$14,713

The Energy segment produces and provides primarily
for the wholesale distribution of petroleum products
and transportation of those products. The Ag Business
segment purchases and further processes or resells
grains and oilseeds originated by the country operations business, by the Company’s member cooperatives
and by third parties, and also serves as a wholesaler and
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Segment Reporting, continued
retailer of crop inputs. Corporate and Other primarily
represents the non-consolidated wheat milling and
packaged food joint ventures, as well as the business
solutions operations, which consists of commodities
hedging, insurance and ﬁnancial services related to
crop production.

The Company’s revenues, assets and cash ﬂows can be
signiﬁcantly affected by global market prices for commodities such as petroleum products, natural gas,
grains, oilseeds, crop nutrients and ﬂour. Changes in
market prices for commodities that the Company purchases without a corresponding change in the selling
prices of those products can affect revenues and operating earnings. Commodity prices are affected by a wide
range of factors beyond the Company’s control, including the weather, crop damage due to disease or insects,
drought, the availability and adequacy of supply, government regulations and policies, world events, and
general political and economic conditions.

Corporate administrative expenses are allocated to
each business segment, and Corporate and Other, based
on direct usage for services that can be tracked, such as
information technology and legal, and other factors or
While the Company’s revenues and operating results
considerations relevant to the costs incurred.
are derived from businesses and operations which are
Many of the Company’s business activities are highly wholly-owned and majority-owned, a portion of the
seasonal and operating results will vary throughout the Company’s business operations are conducted through
year. Historically, the Company’s income is generally companies in which it holds ownership interests of 50%
lowest during the second ﬁscal quarter and highest or less and does not control the operations. The Comduring the third ﬁscal quarter. For example, in the Ag pany accounts for these investments primarily using the
Business segment, agronomy and country operations equity method of accounting, wherein the Company
businesses experience higher volumes and income dur- records its proportionate share of income or loss
reported by the entity as equity income from investing the spring planting season and in the fall, which
ments, without consolidating the revenues and
corresponds to harvest. Also in the Ag Business segexpenses of the entity in its Consolidated Statements
ment, the grain marketing operations are subject to
of Operations. In the Ag Business segment, this prinﬂuctuations in volumes and earnings based on producer
cipally includes the Company’s 50% ownership in
harvests, world grain prices and demand. The Compa- TEMCO, LLC (TEMCO). In Corporate and Other, these
ny’s Energy segment generally experiences higher vol- investments principally include the Company’s 50%
umes and proﬁtability in certain operating areas, such ownership in Ventura Foods and its 24% ownership in
as reﬁned products, in the summer and early fall when Horizon Milling and Horizon Milling G.P.
gasoline and diesel fuel usage is highest and is subject
to global supply and demand forces. Other energy prod- Reconciling Amounts represent the elimination of reveucts, such as propane, may experience higher volumes nues between segments. Such transactions are executed
and proﬁtability during the winter heating and crop at market prices to more accurately evaluate the profitability of the individual business segments.
drying seasons.
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Segment information for the years ended August 31, 2011, 2010 and 2009 is as follows:
CORPORATE
AND OTHER

RECONCILING
AMOUNTS

ENERGY

AG BUSINESS

$11,467,381
10,694,687

$25,767,033
25,204,301

Gross proﬁt
Marketing, general and administrative

772,694
142,708

562,732
229,369

67,420
66,421

—

Operating earnings
Loss (gain) on investments
Interest, net
Equity income from investments

629,986
1,027
5,829
(6,802)

333,363
(118,344)
57,438
(40,482)

999
(9,412)
11,568
(84,130)

—

(D OL L A RS I N TH O US AN D S )

For the year ended August 31, 2011:
Revenues
Cost of goods sold

629,932

434,751

$

64,809
(2,611)

82,973

$(383,389)
(383,389)

$

—

$36,915,834
35,512,988
1,402,846
438,498
964,348
(126,729)
74,835
(131,414)

Income before income taxes

$

Intersegment revenues

$ (383,389)

Goodwill

$

1,165

$

18,346

Capital expenditures

$

198,692

$

107,866

Depreciation and amortization

$

126,018

$

79,231

Total identiﬁable assets at August 31, 2011

$ 3,883,205

$ 5,276,537

$3,057,268

For the year ended August 31, 2010:
Revenues
Cost of goods sold

$ 8,799,890
8,437,504

$16,715,055
16,258,679

$

Gross proﬁt
Marketing, general and administrative

362,386
123,834

456,376
187,640

51,759
55,108

—

870,521
366,582

Operating earnings (losses)
(Gain) loss on investments
Interest, net
Equity income from investments

238,552
(269)
9,939
(5,554)

268,736
(421)
33,039
(31,248)

(3,349)
(28,743)
15,346
(71,985)

—

503,939
(29,433)
58,324
(108,787)

234,436

$

$

TOTAL

$ 383,389

$

26,409

$

4,112

$

310,670

$

15,445

$

220,694

—

$

$ 295,536

$

Goodwill

$

1,165

$

14,975

—

6,898

$

23,038

Capital expenditures

$

197,637

$

122,468

Depreciation and amortization

$

118,071

$

69,170

$

4,157

$

324,262

$

15,681

$

Total identiﬁable assets at August 31, 2010

$ 3,004,471

$ 3,847,518

$1,814,139

202,922

For the year ended August 31, 2009:
Revenues
Cost of goods sold

$ 7,639,838
7,110,324

$18,292,204
17,994,462

$

Gross proﬁt
Marketing, general and administrative

529,514
125,104

297,742
168,886

52,759
61,309

—

880,015
355,299

Operating earnings (losses)
(Gain) loss on investments
Interest, net
Equity income from investments

404,410
(15,748)
5,483
(4,044)

128,856
(66)
53,565
(35,453)

(8,550)
72,119
11,439
(66,257)

—

524,716
56,305
70,487
(105,754)

Income (loss) before income taxes

$

Intersegment revenues

$ (251,626)

Capital expenditures

$

233,112

$

79,599

$

Depreciation and amortization

$

118,260

$

63,320

$

49,500
(3,259)

$ (25,851)

$

$25,267,931
24,397,410

$ (295,536)
$

82,033

$(295,536)
(295,536)

$

110,810

$

48,522
(3,237)

$12,217,010

Intersegment revenues

$

267,366

—

6,898

$

Income before income taxes

418,719

$

$ 1,147,656
$

583,835

$ 8,666,128

$(251,626)
(251,626)

$

$25,729,916
24,849,901

—

$

$ 251,626

$

503,678
—

2,794

$

315,505

14,770

$

196,350
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Segment Reporting, continued

traded derivative contracts, Rabbi Trust investments
and available-for-sale investments.

The Company’s international sales to geographic
regions are presented by the location to which the
product is transported. International sales for the years
ended August 31, 2011, 2010 and 2009 are as follows:

Level 2: Values are based on quoted prices for similar
assets or liabilities in active markets, quoted prices for
identical or similar assets or liabilities in markets that
are not active, or other inputs that are observable or can
be corroborated by observable market data for substantially the full term of the assets or liabilities. These
assets and liabilities include the Company’s readily
marketable inventories, interest rate swaps, forward
commodity and freight purchase and sales contracts,
ﬂat price or basis ﬁxed derivative contracts and other
OTC derivatives whose value is determined with inputs
that are based on exchange traded prices, adjusted for
location speciﬁc inputs that are primarily observable in
the market or can be derived principally from, or corroborated by, observable market data.

( D OL L A R S I N M IL L I ON S)

Africa
Asia
Australia
Europe
North America, excluding U.S.
South America

2011

2010

2009

$ 420
5,110
7
489
1,729
1,130

$ 395
2,891

$ 305
3,664

209
1,210
736

371
1,253
491

$8,885

$5,441

$6,084

NOTE 12

FAI R VAL U E ME A S U R E M E N T S

Level 3: Values are generated from unobservable inputs
that are supported by little or no market activity and
that are a signiﬁcant component of the fair value of the
assets or liabilities. These unobservable inputs would
reﬂect the Company’s own estimates of assumptions
that market participants would use in pricing related
assets or liabilities. Valuation techniques might include
The Company determines the fair market values of its the use of pricing models, discounted cash ﬂow models
readily marketable inventories, derivative contracts and or similar techniques.
certain other assets, based on the fair value hierarchy
established in ASC 820, which requires an entity to The following table presents assets and liabilities,
maximize the use of observable inputs and minimize included in the Company’s Consolidated Balance
the use of unobservable inputs when measuring fair Sheets, that are recognized at fair value on a recurring
value. Observable inputs are inputs that reflect the basis, and indicates the fair value hierarchy utilized to
assumptions market participants would use in pricing determine such fair value. Assets and liabilities are
the asset or liability based on the best information avail- classiﬁed, in their entirety, based on the lowest level
able in the circumstances. ASC 820 describes three levels of input that is a signiﬁcant component of the fair value
within its hierarchy that may be used to measure fair measurement. The lowest level of input is considered
Level 3. The Company’s assessment of the signiﬁcance
value, which are as follows:
of a particular input to the fair value measurement
Level 1: Values are based on unadjusted quoted prices in requires judgment, and may affect the classiﬁcation
active markets for identical assets or liabilities. These of fair value assets and liabilities within the fair value
assets and liabilities include the Company’s exchange hierarchy levels.
ASC 820 deﬁnes fair value as the price that would be
received for an asset or paid to transfer a liability (an
exit price) in a principal or most advantageous market
for the asset or liability in an orderly transaction
between market participants on the measurement date.
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Fair value measurements at August 31, 2011 and 2010 are as follows:
2011

(D OL L A RS I N TH O US AN D S )

QUOTED PRICES IN
ACTIVE MARKETS
FOR IDENTICAL
ASSETS
(LEVEL 1)

Assets:
Readily marketable inventories
Commodity and freight derivatives
Foreign currency derivatives
Other assets

SIGNIFICANT
OTHER
OBSERVABLE
INPUTS
(LEVEL 2)

SIGNIFICANT
UNOBSERVABLE
INPUTS
(LEVEL 3)

TOTAL

$1,288,049
549,056

$1,288,049
634,138
1,508
68,246

$154,836

$1,837,105

$1,991,941

$191,607

$ 290,256
750

$ 481,863
750

$191,607

$ 291,006

$ 482,613

QUOTED PRICES IN
ACTIVE MARKETS
FOR IDENTICAL
ASSETS
(LEVEL 1)

SIGNIFICANT
OTHER
OBSERVABLE
INPUTS
(LEVEL 2)

$ 85,082
1,508
68,246

Total Assets
Liabilities:
Commodity and freight derivatives
Interest rate swap derivatives
Total Liabilities

2010

(D OL L A RS I N TH O US AN D S )

Assets:
Readily marketable inventories
Commodity and freight derivatives
Other assets
Total Assets
Liabilities:
Commodity and freight derivatives
Foreign currency derivatives
Interest rate swap derivatives
Total Liabilities

SIGNIFICANT
UNOBSERVABLE
INPUTS
(LEVEL 3)

TOTAL

$1,057,910
208,279

$1,057,910
246,621
62,612

$100,954

$1,266,189

$1,367,143

$ 79,940
222

$ 204,629
1,227

$ 284,569
222
1,227

$ 80,162

$ 205,856

$ 286,018

$ 38,342
62,612

Readily Marketable Inventories: The Company’s readily
marketable inventories primarily include its grain and
oilseed inventories that are stated at fair values. These
commodities are readily marketable, have quoted market
prices and may be sold without significant additional
processing. The Company estimates the fair market values of these inventories included in Level 2 primarily
based on exchange quoted prices, adjusted for differences in local markets. Changes in the fair market values
of these inventories are recognized in the Company’s
Consolidated Statements of Operations as a component
of cost of goods sold.

commodity purchase and sales contracts, flat price or
basis fixed derivative contracts, ocean freight contracts
and other OTC derivatives are determined using inputs
that are generally based on exchange traded prices
and/or recent market bids and offers, adjusted for location specific inputs, and are classified within Level 2. The
location specific inputs are generally broker or dealer
quotations, or market transactions in either the listed or
OTC markets. Changes in the fair values of these contracts are recognized in the Company’s Consolidated
Statements of Operations as a component of cost of
goods sold.

Commodity, Freight and Foreign Currency Derivatives:
Exchange traded futures and options contracts are valued based on unadjusted quoted prices in active markets
and are classified within Level 1. The Company’s forward

Other Assets: The Company’s available-for-sale investments in common stock of other companies and its Rabbi
Trust assets are valued based on unadjusted quoted prices
on active exchanges and are classified within Level 1.
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its purchase price allocation and recorded an additional
liability of $7.1 million. Fair values assigned to the net
Interest Rate Swap Derivatives: Fair values of the Com- assets acquired were as follows:
pany’s interest rate swap liabilities are determined uti- ( DO L L A RS I N TH OU S AN D S)
$ 7,118
lizing valuation models that are widely accepted in the Receivables
Other
current
assets
142
market to value such OTC derivative contracts. The
Investments
261
speciﬁc terms of the contracts, as well as market
Property, plant and equipment
62,509
observable inputs such as interest rates and credit risk
Goodwill
2,420
assumptions, are factored into the models. As all sigAccounts payable
(304)
niﬁcant inputs are market observable, all interest rate Accrued expenses
(157)
swaps are classiﬁed within Level 2.
Other liabilities
(7,113)

Fair Value Measurements, continued

Noncontrolling interests

(2,448)

The table below represents reconciliations at August 31, Total net assets acquired
$62,428
2010 for assets measured at fair value using significant
unobservable inputs (Level 3). This consists of certain
short-term investments of NCRA that were carried at fair NOTE 13
value and reflect assumptions a marketplace participant COMMITMEN TS AND CONTINGEN CIES
would use. As of August 31, 2011 there were no amounts
E N VIR ON ME N TAL
included in Level 3.
The Company is required to comply with various environmental laws and regulations incidental to its normal
(D OL L A RS I N TH O US AN D S )
2010
business operations. In order to meet its compliance
Balance, September 1
$ 1,932
requirements, the Company establishes reserves for the
Realized/unrealized losses included in marketing, general
and administrative
38 probable future costs of remediation of identiﬁed issues,
Settlements
(1,970)
which are included in cost of goods sold and marketing,
Balance, August 31
$
—
general and administrative in the Consolidated Statements of Operations. The resolution of any such matters
Business acquisitions during the year ended August 31, may affect consolidated net income for any ﬁscal period;
2011 resulted in fair value measurements that are not on however, management believes any resulting liabilities,
a recurring basis. In January 2011, the Company’s individually or in the aggregate, will not have a material
wholly-owned subsidiary, CHS Europe, S.A., purchased effect on the consolidated ﬁnancial position, results of
all of the outstanding shares of stock of Agri Point Ltd. operations or cash ﬂows of the Company during any
(Agri Point), a Cyprus company, for $62.4 million, net of ﬁscal year.
cash acquired of $0.3 million. The fair market value of
net assets was determined by market valuation reports The Environmental Protection Agency passed a reguusing Level 3 inputs. The transaction was completed lation that required the reduction of the benzene level in
with the purpose of expanding the Company’s global gasoline by January 1, 2011. As a result of this regugrain origination and resulted in goodwill of $2.4 mil- lation, the Company’s reﬁneries incurred capital expenlion. Proforma results of operations are not presented ditures to reduce the current gasoline benzene levels to
due to materiality. The acquisition is included in the Ag meet the new regulated levels. The combined capital
Business segment. Agri Point and its subsidiaries oper- expenditures for benzene removal for the Company’s
ate in the countries of Romania, Hungary, Bulgaria and Laurel, Montana reﬁnery and the NCRA reﬁnery in
Serbia, with a deep water port facility in Constanta, McPherson, Kansas were approximately $95.0 million
Romania, a barge loading facility on the Danube River in for the project through August 31, 2011. Approximately
Romania and an inland grain terminal in Hungary. $19.0 million, $43.0 million and $33.0 million of expenDuring the fourth quarter, the Company completed ditures were incurred during the ﬁscal years ended
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August 31, 2011, 2010 and 2009, respectively. Both L E A SE COMMITME NTS
reﬁneries were producing gasoline within the regulated The Company is committed under operating lease
benzene levels as of January 2011.
agreements for approximately 2,000 rail cars with
remaining terms of one to ten years. In addition, the
OTHE R L ITIGATION AN D CL A IMS
Company has commitments under other operating
The Company is involved as a defendant in various leases for various reﬁnery, manufacturing and translawsuits, claims and disputes, which are in the normal portation equipment, vehicles and ofﬁce space. Some
course of the Company’s business. The resolution of any leases include purchase options at not less than fair
such matters may affect consolidated net income for market value at the end of the lease terms.
any ﬁscal period; however, management believes any
resulting liabilities, individually or in the aggregate, will Total rental expense for all operating leases, net of rail car
not have a material effect on the consolidated ﬁnancial mileage credits received from railroad and sublease
position, results of operations or cash ﬂows of the
income, was $66.2 million, $64.3 million and $61.1 million
Company during any ﬁscal year.
for the years ended August 31, 2011, 2010 and 2009,
respectively. Mileage credits and sublease income totaled
GR AIN S TORAGE
$2.0 million, $1.4 million and $1.3 million for the years
As of August 31, 2011 and 2010, the Company stored
grain for third parties totaling $408.8 million and ended August 31, 2011, 2010 and 2009, respectively.
$246.2 million, respectively. Such stored commodities
and products are not the property of the Company and Minimum future lease payments, required under nontherefore are not included in the Company’s inventories. cancellable operating leases as of August 31, 2011 are
as follows:
(DOLLARS IN
EQUIPMENT
GUA R A N T E E S
RAIL CARS
VEHICLES
AND OTHER
TOTAL
THOUSANDS)
The Company is a guarantor for lines of credit and 2012
$12,472
$25,937
$13,551
$ 51,960
performance obligations of related companies. The Com- 2013
10,858
19,861
10,667
41,386
pany’s bank covenants allow maximum guarantees of 2014
8,309
14,844
7,880
31,033
$500.0 million, of which $42.6 million was outstanding 2015
7,400
11,005
6,753
25,158
6,373
5,591
5,791
17,755
on August 31, 2011. The Company has collateral for a 2016
11,625
1,099
10,229
22,953
portion of these contingent obligations. The Company has Thereafter
not recorded a liability related to the contingent obliga- Total minimum
future lease
tions as it does not expect to pay out any cash related to
payments
$57,037
$78,337
$54,871
$190,245
them, and the fair values are considered immaterial. The
underlying loans to the counterparties for which the
Company provides guarantees are current as of P U R C H A S E OBL I G AT ION S
As of August 31, 2011 and 2010, the Company has purAugust 31, 2011.
chase obligations of $5.0 billion and $4.1 billion, respectively, which are not recorded on the Consolidated
CRE D IT COMMITME NT S
CHS Capital has commitments to extend credit to cus- Balance Sheets. Such purchase obligations are legally
tomers as long as there is no violation of any condition binding and enforceable agreements to purchase goods
established in the contracts. As of August 31, 2011, CHS or services that specify all significant terms, including
Capital’s customers have additional available credit fixed or minimum quantities; fixed, minimum or variable
of $789.0 million.
price provisions; and time of the transactions.
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NOTE 14

S U P P L E M E N TA L CAS H FL OW A N D OT H E R I N FOR M AT ION
Additional information concerning supplemental disclosures of cash ﬂow activities for the years ended August 31,
2011, 2010 and 2009 is as follows:
(D OL L A RS I N TH O US AN D S )

Net cash paid during the period for:
Interest
Income taxes
Other signiﬁcant noncash investing and ﬁnancing transactions:
Capital equity certiﬁcates exchanged for Preferred Stock
Capital equity certiﬁcates cancelled for ﬁscal 2009 patronage losses in wholesale crop nutrients
Capital equity certificates issued in exchange for Ag Business acquisitions
Accrual of dividends and equities payable

NOTE 15

RE L ATE D PARTY TRA NS ACTIONS
Related party transactions with equity investees for the
years ended August 31, 2011, 2010 and 2009, respectively, and balances as of August 31, 2011 and 2010,
respectively, are as follows:
(D OL L A RS I N TH O US AN D S )

Sales
Purchases
(DOLLARS IN THOUSANDS)

Receivables
Payables

2011

2010

2009

$3,004,303
1,461,391

$2,276,682
961,062

$2,528,330
1,215,786

2011

2010

$51,831
29,398

$31,792
34,438

The related party transactions were primarily with TEMCO,
Horizon Milling, United Harvest and Ventura Foods.
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2011

2010

2009

$ 73,557
1,046

$ 65,400
15,899

$ 81,146
76,670

6,453
(400,216)

36,674
60,154
616
(210,435)

49,944
19,594
(203,056)

NOTE 16

COMPREH ENSIVE INCOME
The components of comprehensive income, net of taxes, for the years ended August 31, 2011, 2010 and 2009 are
as follows:
2011

2010

2009

$1,061,028

$535,397

$440,374

(D OL L A RS I N TH O US AN D S )

Net income including noncontrolling interests
Pension and other postretirement, net of tax expense (beneﬁt) of $17,776, $(30,847) and $(53,408) in
2011, 2010 and 2009, respectively
Unrealized net gain (loss) on available for sale investments, net of tax expense (beneﬁt) of $455, $(477)
and $(6,687) in 2011, 2010 and 2009, respectively
Treasury locks and swaps, net of tax (beneﬁt) expense of $(2,180), $227 and $258 in 2011, 2010 and
2009, respectively
Energy derivative instruments qualiﬁed for hedge accounting, net of tax expense (beneﬁt) of $1,540 and
$(1,540) in 2011 and 2010, respectively
Foreign currency translation adjustment, net of tax expense (beneﬁt) of $2,842, $(791) and $(1,570) in
2011, 2010 and 2009, respectively
Other comprehensive income (loss)
Total comprehensive income, including noncontrolling interests
Comprehensive income attributable to noncontrolling interests
Comprehensive income attributable to CHS Inc.

28,001

(47,667)

(82,069)

716

(750)

(10,503)

(3,424)
2,419

356

405

(2,419)

4,464

(1,242)

(2,466)

32,176

(51,722)

(94,633)

1,093,204
101,458

483,675
30,513

345,741
52,562

$ 991,746

$453,162

$293,179

The components of accumulated other comprehensive loss, net of taxes, as of August 31, 2011 and 2010 are
as follows:
(D OL L A RS I N TH O US AN D S )

Pension and other postretirement, net of tax beneﬁt of $123,321 and $141,097 in 2011 and 2010, respectively
Unrealized net gain on available for sale investments, net of tax expense of $659 and $204 in 2011
and 2010, respectively
Treasury locks and swaps, net of tax beneﬁt of $2,796 and $616 in 2011 and 2010, respectively
Energy derivative instruments qualiﬁed for hedge accounting, net of tax beneﬁt of $1,540 in 2010
Foreign currency translation adjustment, net of tax expense (beneﬁt) of $2,808 and $(34) in 2011
and 2010, respectively
Accumulated other comprehensive loss, including noncontrolling interests
Accumulated other comprehensive loss attributable to noncontrolling interests
Accumulated other comprehensive loss attributable to CHS Inc.

2011

2010

$(190,511)

$(218,512)

1,036
(4,392)

320
(968)
(2,419)

4,410

(54)

(189,457)
(14,581)

(221,633)
(16,366)

$(174,876)

$(205,267)
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LEADERSHIP

BOARD OF DIRECTORS
CHS directors are agribusiness professionals elected by CHS member-owners and
represent diverse agricultural, ﬁnancial
and cooperative experiences. CHS directors complete the National Association
of Corporate Directors comprehensive
director professionalism course and earn
NACD’s certiﬁcate of director education.
MICHAEL TOELLE, chairman (elected 1992;
chairman since 2002): Chairman, CHS
Foundation. Serves as CHS representative on the Nationwide Insurance Board
Council; has served as a director and chairman of Agriculture Council of America
and as a member of the 25x’25 renewable
fuels coalition; and is active in a variety of
cooperative and commodity organizations.
Served more than 15 years as director and
chairman of Country Partners Cooperative
of Browns Valley, Minn., and its predecessor companies. Operates a family grain
and hog farm near Browns Valley, Minn.
Holds a bachelor’s of science degree in
industrial technology from Minnesota
State University–Moorhead.
ROBERT BASS , ﬁrst vice chairman (1994):
Member of Audit Committee. Served on
boards of Cooperative Network, including
three years as vice chairman, and Co-op
Country Partners, Baraboo, Wis., seven
years as chairman. Partner in a family dairy
and feed grain operation. Holds a bachelor’s
degree in agricultural education from the
University of Wisconsin–Madison and is a
former agricultural educator.
JERRY HASNEDL ,

secretary-treasurer
(1995): Chairman of Capital Committee
and serves on Government Relations
Committee. Member and past director of
Northwest Grain, a locally governed CHS
retail business. Serves on Cooperative Network board of directors, representing farm
supply co-ops. Raises wheat, barley, corn,
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soybeans, sunﬂowers, canola and alfalfa
near St. Hilaire, Minn. Received an associate’s degree in agricultural economics
and certiﬁcation in advanced farm business management from Northland College,
Thief River Falls, Minn.
CURT EISCHENS , second vice chairman
(1990): Chairman of Corporate Responsibility Committee. Served as director for
Farmers Co-op Association in Canby for
nine years, eight years as board chairman.
Serves as vice chairman of the Cooperative Network; is a member of the Minnesota Soybean Association, Minnesota
Corn Growers, Minnesota Farmers Union,
Minnesota FFA Alumni Association (life
member) and National FFA Alumni Association. Inducted into the Minnesota FFA
Hall of Fame. Operates a family corn and
soybean farm near Minneota, Minn.
RANDY KNECHT, assistant secretarytreasurer (2001): Chairman of Governance
Committee and member of Government
Relations Committee. Serves on boards of
American Coalition for Ethanol and Full
Circle Ag, Britton, S.D. Past director of
Northern Electric Cooperative. Partner in a
family farm operation near Houghton, S.D.,
that raises corn, soybeans, alfalfa and beef
cattle. Holds a bachelor’s degree in agriculture from South Dakota State University.
BRUCE ANDERSON (1995): Serves on Governance Committee. Extensive experience
with agricultural and cooperative organizations. Past member and vice chairman
of North Dakota Agricultural Products
Utilization Commission. Serves on North
Dakota Coordinating Council for Cooperatives and Quentin Burdick Center for
Cooperatives advisory board. Past board
secretary of North Dakota Farmers Union
and Farmers Union Mutual Insurance
Company. Served two terms in the North

Dakota House of Representatives. Raises
small grains near Glenburn, N.D.
DON ANTHONY (2006): Serves on Audit
and CHS Foundation Finance and Investment committees. Serves as director and
chairman for All Points Cooperative of
Gothenburg, Neb., Lexington (Neb.) Co-op
Oil and former Farmland Industries. Active
in several state and local cooperative and
agricultural organizations. Raises corn,
soybeans and alfalfa near Lexington, Neb.
Earned a bachelor’s degree in agricultural
economics from the University of Nebraska.
Was among the ﬁrst U.S. corporate directors to earn National Association of Corporate Directors distinction as a board
leadership fellow.
DAVID BIELENBERG (2009, previously
served 2002–2006): Chairman of Audit
Committee and member of Government
Relations Committee. Formerly served
as director and president of the board for
Wilco Farmers Cooperative, Mt. Angel, Ore.,
and chairman of East Valley Water District.
Active in a broad range of agricultural and
cooperative organizations. Operates a
diverse agricultural business near Silverton,
Ore., which includes seed crops, vegetables,
soft white wheat, greenhouse production
and timberland. Holds a bachelor’s degree
in agricultural engineering from Oregon
State University and is a graduate of the
Texas A&M University executive program
for agricultural producers.
C . J . BLEW (2010): Serves on Governance

and CHS Foundation Finance and Investment committees. Serving second term
as director for Mid Kansas Coop (MKC),
Moundridge, Kan. Served on 2010 CHS
Resolutions Committee and holds a position on the Hutchinson Community College Ag Advisory Board. Past director of
Reno County Cattlemen’s Board. Attended

Front, left to right: Bass, Toelle,
Eischens, Hasnedl, Knecht, Owen
Back, left to right: Fritel, Mulcahey,
Blew, Kruger, Riegel, Anthony, Kayser,
Anderson, Schurr, Bielenberg, Carlson

the CHS New Leader Institute. Member
of Kansas Livestock Association, Texas
Cattle Feeder’s Association and Red Angus
Association of America. Farms in a family partnership that includes irrigated
corn and soybeans, dry land wheat, milo
and soybeans, and a commercial cowcalf business. Holds an applied science
degree in farm and ranch management
from Hutchinson Community College.
DENNIS CARLSON (2001): Chairman of
CHS Foundation Finance and Investment
Committee and serves on Capital Committee. Former chairman and 18-year director
of Farmers Union Oil Company, Bismarck/
Mandan, N.D. Operates a family farm near
Mandan, producing wheat, sunﬂowers and
soybeans.
STEVE FRITEL (2003): Serves on Corporate

Responsibility and Government Relations
committees. Serves as director for Rugby
(N.D.) Farmers Union Oil and member of
Rugby Farmers Union Elevator. Served 21
years on board of Rugby Farmers Union
Elevator and four years on former Harvest
States Wheat Milling Deﬁned Member
Board and North Dakota Farm and Ranch

Business Management Advisory Board.
Involved in a wide range of agricultural
and cooperative organizations. Raises
cash grain, including spring wheat, barley,
soybeans, edible beans and confection sunﬂower, on a family farm near Rugby, N.D.
Earned an associate’s degree from North
Dakota State College of Science, Wahpeton.
DAVID KAYSER (2006): Serves on Corporate Responsibility and CHS Foundation
Finance and Investment committees. Former director and chairman for Farmer’s
Alliance, Mitchell, S.D. Past chairman of
South Dakota Association of Cooperatives
and previously served on CHS Resolutions
Committee. Raises corn, soybeans and hay
near Alexandria, S.D., and operates a cowcalf and feeder calf business.
GREG KRUGER (2008): Serves on Government Relations and Capital committees. Member cooperative director for
more than 15 years, including serving as
chairman of Countryside Cooperative,
Durand, Wis., since its 1998 establishment.
Involved in a wide range of agricultural
and local government activities, including serving as Trempealeau County Farm

Bureau president and chairman of the local
land use planning committee. Operates
an 80-cow dairy and crop enterprise near
Eleva, Wis.
MICHAEL MULCAHEY (2003): Serves on
Capital and CHS Foundation Finance
and Investment committees. Has served
more than 30 years on member cooperative boards, including eight years as board
chairman for Southern Valley and, after the
merger with Crystal Co-op, ﬁve years as
board chairman for Crystal Valley Co-op.
Served as director and board chairman
for South Central Federated Feeds, and
is a member of Crystal Valley Co-op and
Central Valley Co-op. Farms in a family
partnership near Waseca, Minn., raising
corn and soybeans, ﬁnishing beef cattle,
and offering custom farming and harvesting services. Attended Minnesota State
University–Mankato and the University
of Minnesota–Waseca.
RICHARD OWEN (1999): Chairman of Government Relations Committee and member
of Governance Committee. Past secretary
and president of Equity Co-op Association
of Geraldine, Mont., and past secretary of

2011 CHS 59

LEADERSHIP
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Central Montana Cooperative of Geraldine
and Denton, Mont. President of Montana
Cooperative Development Center and
serves on the boards of ACDI/VOCA and its
audit committee, a Washington, D.C.–based
international cooperative development
organization; Montana Council of Cooperatives; and Mountain View of Montana, LLC.
Serves on the Montana State University
College of Agriculture Academic Advisory
Council. Active in local church activities
and as a member of Montana Farmers Union
and Montana Grain Growers Association.
Received Montana Farmers Union Cooperative Leadership Award in 2005. Operates a
family farm near Geraldine, Mont. Earned a
bachelor’s degree in agriculture from Montana State University, which named him
Outstanding Ag Leader in 2011.
STEVE RIEGEL (2006): Serves on Corporate

Responsibility and Government Relations
committees. Director and former chairman of Pride Ag Resources, Dodge City,
Kan., and former director and officer for
Ford-Kingsdown Cooperative and Co-op
Service, Inc. Advisory director for Bucklin
(Kan.) National Bank, and has served on
local school board. Raises irrigated corn,
soybeans, alfalfa, dryland wheat and milo
near Ford, Kan. Attended Fort Hays State
University, majoring in agriculture, business and animal science.
DAN SCHURR (2006): Serves on Audit and
Government Relations committees. Director for Blackhawk Bank and Trust, serving on its audit and trust committee, and
River Valley Cooperative of Mt. Joy, Iowa.
Served as a director and loan committee
member for Great River Bank, and as a local
school board member. Active in numerous
agricultural and community organizations.
Named 2004 Iowa Jaycees Outstanding
Young Farmer. Raises corn, soybeans,
alfalfa and fed cattle near LeClaire, Iowa.
Owns a heavy equipment repair business in
Bettendorf, Iowa. Holds a bachelor’s degree
in agricultural business with a minor in
economics from Iowa State University.
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MANAGEMENT TEAM
CARL CASALE , president and chief
executive officer. Joined CHS in current
role in 2011. Previously spent 26 years
with Monsanto Company, beginning
his career as a sales representative in
eastern Washington State and advancing through sales, strategy, marketing
and technology-related positions before
being named chief ﬁnancial officer in
2009. Serves on the boards of National
Cooperative Refinery Association;
Ventura Foods, LLC; Nalco Company;
National Council of Farmer Cooperatives; Greater Twin Cities United Way;
and Oregon State University Foundation
board of trustees. Previously served on
the board of the National 4-H Council.
Holds a bachelor’s degree in agricultural
economics from Oregon State University and an executive MBA degree from
Washington University, St. Louis, Mo.
Named Oregon State University College
of Agriculture’s 2009 alumni fellow.

Native of Oregon’s Willamette Valley.
Operates a family-owned blueberry
farm near Aurora, Ore.
JAY DEBERTIN, executive vice president

and chief operating officer, Energy and
Foods. Responsible for energy operations, including reﬁneries, pipelines
and terminals; reﬁned fuels, propane,
lubricants and renewable fuels distribution and marketing businesses.
Also responsible for CHS vegetableoil-based foods through Ventura Foods,
LLC. Assumed current position in January 2011. Joined CHS in 1984 and held
positions in energy operations, including leadership for raw material supply,
reﬁning, pipelines and terminals, trading and risk management, and transportation. Served as executive vice
president and chief operating officer
for processing, responsible for the company’s soybean crushing, reﬁning and

Managers Association. Chairman of Triangle Agronomy, LLC, CHS and Land O’Lakes
Managers Council and several business
unit advisory committees. Fiduciary board
member for the Co-op 401(k) Committee
and trustee of the Member Cooperative
Pension Plan. Serves on the boards of Ag
States Group, CHS Capital and Country
Hedging. Earned a bachelor’s degree in
agricultural economics from North Dakota
State University.

Front, left to right: Casale,
Palmquist, Debertin
Back, left to right: Kastelic,
Kluempke, Johnson, Zell

related operations, along with its food processing joint venture relationships from
2005 through 2010. Serves as chairman
for National Cooperative Reﬁnery Association and as a director for Ventura Foods.
Earned a bachelor’s degree in economics
from the University of North Dakota and
an MBA degree from the University of
Wisconsin–Madison.
LYNDEN JOHNSON, senior vice president,
Business Solutions. Responsible for CHS
Aligned Solutions, along with CHS subsidiaries Ag States Group; Country Hedging,
Inc.; and CHS Capital, LLC. Assumed current position in January 2011. Previously
served as vice president of CHS Business
Solutions and vice president, Member Services. Served 23 years as general manager
of cooperatives in North Dakota and Minnesota. Active in numerous cooperative
system organizations, including as president of the North Dakota and Minnesota

DAVID KASTELIC, executive vice president
and chief ﬁnancial officer. Responsible for
ﬁnance, accounting and risk management.
Assumed his current position in January
2011. Joined the CHS Legal Department
in 1993 after 13 years in private practice;
named senior vice president and general
counsel in 2000. Serves as director for Ag
States Reinsurance Company, IC; Impact
Risk Funding Inc., PCC; and CHS Capital,
LLC. Earned a bachelor’s degree in business administration and economics from
St. John’s University, Collegeville, Minn.,
and a law degree from the University of
Minnesota.
PATRICK KLUEMPKE , executive vice president, Corporate Services. Responsible for
human resources, information technology,
marketing communications, corporate citizenship, governmental affairs, business
risk control, building and office services,
board coordination, corporate planning,
and international relations. Named to current position in January 2011. Held various positions within CHS operations and
corporate administration and was named
executive vice president, Corporate Administration, in 2005. Serves on agricultural
advisory board of the 9th Federal Reserve
Bank and the Agricultural Roundtable
Committee of the 10th Federal Reserve
Bank. Raised on a family dairy farm and
served in the U.S. Army with tours in South

Vietnam and South Korea before beginning
a career in grain trading and export marketing. Graduated with honors from Minnesota
State University–St. Cloud.
MARK PALMQUIST, executive vice president and chief operating officer, Ag Business.
Responsible for all international grainrelated business units, including crop
nutrients, Country Operations, grain
marketing, terminal operations, exports,
logistics and transportation, and soybean
processing operations. Joined CHS in 1979
as a grain buyer and merchandiser. Named
vice president and director, grain marketing in 1990, becoming senior vice president
in 1993. Assumed leadership responsibility
for grain marketing, country operations,
oilseed processing and packaged foods in
2001. Earned a bachelor’s degree from Gustavus Adolphus College, St. Peter, Minn.,
and attended the University of Minnesota
MBA program.
LISA ZELL , senior vice president and general counsel. Joined CHS in 1999 as a corporate attorney. Named senior attorney in
2003 and principal legal counsel in 2008.
Assumed current position in January 2011,
including responsibility for corporate compliance. Serves on the board of directors
for Ventura Foods, LLC; on the boards of
governors for Front Range Pipeline, LLC,
and Cenex Pipeline, LLC. Earned a bachelor’s degree from Minnesota State University–St. Cloud and a law degree from
Drake University.
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ACKNOWLEDGEMENTS

GROWING TOGETHER

CHS extends its deep appreciation to the producers,
member cooperatives, employees, customers and
others who have helped this cooperative system
grow for more than 80 years. We look forward to
growing together in the decades ahead.

THANK YOU TO THOSE WHO
CONTRIBUTED TO THIS REPORT
Focusing on the future: Producers Bud Koupal, Dante,
S.D.; Cody and Abby Jorgensen and family, Ideal, S.D.; and
Kerry Hofer, Freeman, S.D. Mike Trosen, Linda Husher,
Karen Soulek, Roger Cuka, Brad Letcher and the staff
of Country Pride Co-op at Winner, Wagner, Dante and
Freeman, S.D. Gene Lueb, CHS.
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Growing enterprise efficiency: Producers Kim Syverson

and Bob Klementson, Ulen, Minn. Jesse McCollum and
the staff of West Central Ag Services, Ulen, Minn. Keith
Matthews, CHS Capital.
Connecting to a hungry world: Nate and Steve Riggers,
Craigmont, Idaho; Branson and Boyer families, Nez
Perce, Idaho. Ken Blakeman and the staff of Primeland
Cooperatives, Lewiston, Idaho. David Grillot and the staff
of CHS, Kalama, Wash.
Fueling reliable energy supply: Steven Littleﬁeld, John

Reese, Fred Meyer, United Prairie Cooperative, New Town,
N.D. Jeff Wagner and Jeff Watts, Horizon Resources,
Williston, N.D. Brent Anderson, John Traeger, Bob Fogarty
and the staff of the CHS Minot, N.D., pipeline terminal.

PAGE ONE
Top row, left to right: Theresia Gillie, Hallock,
Minn.; Bud and Derek Koupal, Dante, S.D.;
Garrett, Dalton and Kees Weyns, Othello, Wash.
Second row, left to right: Jennifer, Braxton,
Eric and Reagan Eilert, Beloit, Kan.;
Bryan and Jenny Albertson, Foxhome, Minn.
Third row, left to right: Greg Branson, Nez
Perce, Idaho; Shawn Stoley and Todd Block,
All American Foods, Mankato, Minn.;
Branson Farms harvest crew, Nez Perce, Idaho.
Bottom row, left to right: Kathy, Jennifer
and Lillie Branson, Nez Perce, Idaho;
Sharma and Eric Williamson, Quincy, Wash.;
Larry Schaapman, Quincy, Wash.

Blending recipes for growth: Jeff Thom, Rod Mitchell,

Karen Goltz, Crystal Anderson and the staff of All
American Foods, Mankato, Minn. Pam Schubbe, CHS
Oilseed Processing, Mankato, Minn. The staff of Ventura
Foods, Chambersburg, Pa.
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To grow company profitability
and stakeholder value.

Our Values
At CHS, we value:
• Our tradition of partnership
and shared success
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• Building lasting and mutually
rewarding customer relationships
• Managing our business
with the highest integrity
• Being responsible stewards
in our communities

you:

• Our people and their innovative spirit

You might raise wheat in Idaho. Perhaps
you’re a cattle producer in the western reaches
of South Dakota. You may be a cooperative
leader, working to meet the needs of farmers
or ranchers. Or maybe you’re a food ingredients
manufacturer in a small Minnesota city. No
matter who you are or what business you’re in,
you’re in it to grow. That’s where CHS comes
in. Whether your growth plans call for new
grain markets, reliable supplies of energy or
farm inputs, access to the best in grain-based
food ingredients, or solid tools for managing
risk, the CHS system is there.

chs:

CHS Inc. is the nation’s leading cooperative,
owned by farmers, ranchers and co-ops across
the United States. A diversified energy, grains
and foods business and a Fortune 100 company,
CHS is committed to providing the essential
resources that enrich lives around the world.
CHS supplies energy, crop nutrients, grain,
livestock feed, food and food ingredients, along
with business solutions, including insurance,
financial and risk management services. The
company operates petroleum refineries/pipelines
and manufactures, markets and distributes
Cenex® brand refined fuels, lubricants, propane
and renewable energy products.
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5500 Cenex Drive
Inver Grove Heights, MN 55077
651-355-6000
chsinc.com
nasdaq: chscp

grow?

How can we help you

