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Financial Review
Golden Growers Cooperative is an agricultural cooperative owned by 1546 members who reside primarily in Minnesota, North Dakota, and South Dakota.  The 
cooperative was created in 1994 to own a 49 percent interest in ProGold Limited Liability Company.  Golden Growers has one partner in ProGold.  American 
Crystal Sugar Company of Moorhead, Minnesota owns 51%.

ProGold LLC entered into a third lease with Cargill, Inc., to operate the ProGold corn wet-milling facility near Wahpeton, North Dakota effective January 1, 2018 
for five years.  The lease will expire on December 31, 2022 unless an optional sixth year is triggered. Under this agreement, ProGold retains ownership of the facil-
ity and receives rent of $17.5 million for 2018-9, $16 million for 2020, $15.5 million for 2021-2, and $14 million in the optional 6th year of 2023.  ProGold has also 
committed $750,000 per year for infrastructure maintenance.  ProGold may also be required to pay for capital improvements during the lease period.  ProGold is 
essentially debt free.  
 
Golden Growers is registered as a Minnesota cooperative governed by Minnesota statute 308B.  The financial reports presented in this document reflect audited 
financial reports for the periods ending December 31, 2017, 2016, and 2015.

For the year ended December 31, 2017, Golden Growers had net income of $9,182,000, compared with a net income of $4,704,000 for 2016, and $4,533,000 for 
2015. 

ProGold’s fiscal year ends on August 31st.  Adjusted for the calendar year, ProGold’s net income for the twelve months ending December 31 of 2017 was 
$19,968,000 compared to $10,971,000 for calendar year 2016, and $10,714,000 for calendar year 2015.

Increases in net income for Golden Growers and ProGold is attributable to a reduction in depreciation expense for ProGold from 2016 to 2017.
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Year Ended Year Ended
Dec. 31, 2017 Dec. 31, 2016 Dec. 31, 2015

 Total Members' Equity $26,246,000 $23,616,000 $28,313,000

 Income from ProGold LLC $9,785,000 $5,375,000 $5,250,000

 Net Income $9,182,000 $4,704,000 $4,533,000

 Earnings per Unit $0.30 $0.29

Year Ended

$0.59

 HIGHLIGHTS
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Member Districts

This communication contains discussion of some of our expectations regarding Golden Growers Cooperative and ProGold LLC’s future performance.  
These forward looking statements are based on our current views and assumptions.  Actual results could differ materially from these current expectations 
and forecasts, and from historical performance.  Members should consider such risks and uncertainties when evaluating any forward-looking statement 
and not put undue reliance on any forward-looking statements.  Golden Growers Cooperative undertakes no obligation to update any forward-looking 
statements in this presentation to reflect future events or developments.
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Looking Straight Ahead
Within a few weeks of last year’s annual meeting, a lease was agreed to between ProGold, LLC and Cargill.  While prior leases were 10- years 
in length, this lease is a five-year commitment with an optional 6th year.  Base rents are lower than the prior lease starting at $17 million per 
year and declining to $15.5 million in the 5th year.  In addition, ProGold committed $750,000 of yearly funding for infrastructure maintenance.  
Funding capital improvements are likely to further reduce cash flow from ProGold, LLC to Golden Growers Cooperative (GGC). 

The lease agreement includes an option for Cargill to purchase 50% interest in ProGold from American Crystal Sugar Company (ACSC).  If Car-
gill exercises the option, GGC would purchase ACSC’s remaining 1% to become a 50% owner of ProGold pending a detailed partnership agree-
ment.

Near the end of the 2017, GGC and Cargill amended their Grain Services and Corn Supply Agreements to coincide with the term of the ProGold 
lease.  The grain services agreement simplifies processes to avoid duplication and to provide more effective service to our members.  Cargill, act-
ing as our agent, will receive corn and pay members directly on our behalf.  In addition, members may direct payment for delivery of their com-
mitted corn directly to an affiliated party (immediate family member or related farming operation).

We’ve also been working to modernize payments methods to our members.  GGC issued distribution payments through Direct Deposit to 250 
members for the first time in October.  In February, participation in Direct Deposit grew to nearly 500 members with 43% of payments issued 
electronically.

Improving communication with our members is also an objective of GGC.  We are trying to incorporate email messaging with traditional forms 
of printed mailings.  The advantage of electronic communication is that GGC is able to provide critical information or obtain a response from 
members in a more timely fashion than through regular mail.

Beyond the changes mentioned above, GGC continues to look straight ahead to the future.  In September, we completed a feasibility study of cel-
lulosic ethanol production at the ProGold plant utilizing corn fiber as the feedstock.  It is an interesting and potentially profitable consideration 
for the ProGold plant, but a great deal would depend on regulatory support at national and regional levels.

We are also considering a reduction in the number of districts and board members for GGC.  The Board has not endorsed a plan, but as we look 
ahead, it seems worthwhile to bring this discussion before the membership for your reaction.

Finally, if Cargill would exercise its option to become a partner with GGC, your Board is in the process of evaluating all of the business, legal, and 
financial obligations a new partnership would entail. 

We will continue looking straight ahead as future opportunities unfold.  You can be sure that your participation will play a big role as our future 
unfolds.

Mark Harless, Chairman                                                                                    Scott Stofferahn, Executive Vice President         
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MANAGEMENT’S DISCUSSION OF FINANCIAL 
RESPONSIBILITY

The management of Golden Growers Cooperative is responsible for the 
preparation, integrity and objectivity of the accompanying financial 
statements and related information contained in this annual report.  The 
accompanying financial statements have been prepared in conformity 
with generally accepted accounting principles.  Where appropriate, man-
agement has included estimates and judgments it believes are reasonable 
under the circumstances.

As a means of fulfilling its responsibility for the integrity of financial 
informationincluded in this annual report, management has established 
a system of internal controls to obtain reasonable assurance that assets 
are safeguarded and transactions are properly recorded.  Although no 
system of internal controls can detect and prevent all errors and irregu-
larities, management believes the established system provides reasonable 
assurance that material errors and irregularities will be detected.  The 
Board of Directors has also engaged independent certified accountants 
to review and assess the effectiveness of the internal accounting control 
system and to audit the cooperative’s financial statements.

The Board of Directors has formed a finance committee to meet on a 
regular basis to review accounting, internal control, auditing and finan-
cial reporting matters.  In addition, the finance committee meets with 
independent certified public accountants to discuss the planning and 
results of their audits.

 

Scott B. Stofferahn
Executive Vice President

REPORT OF INDEPENDENT REGISTERED PUBLIC
ACCOUNTING FIRM

To the Audit Committee and Board of Directors
Golden Growers Cooperative
West Fargo, North Dakota

Opinion on the Financial Statements
We have audited the accompanying balance sheets of Golden Growers Cooperative (the Cooperative) 
as of December 31, 2017 and 2016, and the related statements of operations, comprehensive income, 
changes in members’ equity and cash flows for each of the years in the three-year period ended 
December 31, 2017, and the related notes (collectively referred to as the financial statements). In our 
opinion, the financial statements present fairly, in all material respects, the financial position of the 
Cooperative as of December 31, 2017 and 2016, and the results of its operations and its cash flows for 
each of the years in the three-year period ended December 31, 2017, in conformity with accounting 
principles generally accepted in the United States of America.

Basis for  Opinion
These financial statements are the responsibility of the Cooperative’s management. Our responsibility 
is to express an opinion on the Cooperative’s financial statements based on our audits. We are a public 
accounting firm registered with the Public Company Accounting Oversight Board (United States) 
(PCAOB) and are required to be independent with respect to the Cooperative in accordance with the 
U.S. federal securities laws and the applicable rules and regulations of the Securities and Exchange 
Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require 
that we plan and perform the audit to obtain reasonable assurance about whether the financial 
statements are free of material misstatement, whether due to error or fraud. The Cooperative is not 
required to have, nor were we engaged to perform, an audit of its internal control over financial 
reporting. As part of our audits, we are required to obtain an understanding of internal control over 
financial reporting, but not for the purpose of expressing an opinion on the effectiveness of the Coop-
erative’s internal control over financial reporting. Accordingly, we express no such opinion.

Our audits included performing procedures to assess the risks of material misstatement of the finan-
cial statements, whether due to error or fraud, and performing procedures that respond to those risks. 
Such procedures included examining, on a test basis, evidence regarding the amounts and disclosures 
in the financial statements. Our audits also included evaluating the accounting principles used and 
significant estimates made by management, as well as evaluating the overall presentation of the finan-
cial statements. We believe that our audits provide a reasonable basis for our opinion.

We have served as the Cooperative’s auditor since 2008.

 

Widmer Roel, PC
Fargo, ND
March 8, 2018
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BALANCE SHEETS

ASSETS
          Cash and Cash Equivalents
          Short-Term Investments
          Prepaid Expenses
Total Current Assets

Furniture and Equipment, Net

Investment in ProGold Limited Liability Company

          Total Assets

$                  2,792
219

                        342
3,353

1

                   20,484

$                 23,838

$                    6,261
220

                        218
6,699

0

                   19,773

$                 26,472

LIABILITIES AND MEMBERS’ EQUITY
Current Liabilities
          Accounts Payable
          Accrued Liabilities
Total Current Liabilities

Non-Current Liabilities

Members’ Equity
          Members’ Equity
                   Membership Units, Authorized 60,000,000 Units, Issued
                   and Outstanding 15,490,480 as of December 31, 2017 and 
2016
          (Accumulated Other Comprehensive Income)

Total Members’ Equity

Total Liabilities and Members’ Equity

$                          1
                        221

222

                             -

23,616

                             -

                   23,616

$                 23,838

$                          6
                        220

226

                             -

26,246

                             -

                   26,246

$                 26,472

Golden Growers Cooperative

(in thousands)

December 31,

2016                                  2017

See Notes to Financial Statements
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STATEMENTS OF OPERATIONS
Golden Growers Cooperative

(in thousands)
Year Ended

December 31, 2015
Year Ended

December 31, 2016
Year Ended

December 31, 2017

OPERATIONS
Corn Revenue
Corn Expense
Net Income from ProGold Limited Liability Company
General & Administrative Expenses

Net Income from Operations

Interest Income

Net Income Before Tax

Income Tax Provision

Net Income
 
Weighted Average Shares/Units Outstanding

Earnings per Share/Membership Unit
     Primary and Fully Diluted

$                                    56,370
(56,475)

5,250
                                        (620)

4,525

                                               8

4,533

                                                -
 

$                                      4,533

                               15,490,480

$                                        0.29

$                                     52,135
(52,240)

5,375
                                        (574)

4,696

                                               8

4,704

                                                -

$                                      4,704

                               15,490,480

$                                        0.30

$                                     49,890
(49,960)

9,785
                                        (565)

9,150

                                             32

9,182

                                                -

$                                      9,182

                               15,490,480

$                                        0.59

See Notes to Financial Statements
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STATEMENTS OF COMPREHENSIVE INCOME
Golden Growers Cooperative

(in thousands)
Year Ending

December 31, 2015
Year Ending

December 31, 2016
Year Ending

December 31, 2017

Net Income
Pension liability adjustment

Comprehensive Income

$                                          4533
                                             (48)

$                                         4,485

$                                        4,704
                                                48

$                                         4,752

$                                         9,182
                                                   -

$                                         9,182

STATEMENTS OF CHANGES IN MEMBERS’ EQUITY

Golden Growers Cooperative

(in thousands)

(Accumulated
Other

Comprehensive
Income)

Members’
Equity

Total
Members’

Equity

     Net Income
     Member Distributions
     Pension liability adjustment

BALANCE, DECEMBER 31, 2014 $                               -
-
-

                           (48)

$                    34,053
4,533

(10,225)
                                 -

$                    34,053
4,533

(10,225)
                           (48)

     Net Income
     Member Distributions
     Pension liability adjustment

$                         (48)    
-
-

                              48  

$                     28,361
4,704

(9,449)
                                 -

 $                     28,313
4,704

(9,449)
                              48

     Net Income
     Member Distributions
     Pension liability adjustment

$                               -    
-
-

                                 -  

$                     23,616
9,182

(6,552)
                                 -

$                     23,616
9,182

(6,552)
                                 -

$                               - $                     26,246 $                     26,246

See Notes to Financial Statements

BALANCE, DECEMBER 31, 2015

BALANCE, DECEMBER 31, 2016

BALANCE, DECEMBER 31, 2017
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STATEMENT OF CASH FLOWS
Golden Growers Cooperative

(in thousands)
Year Ending

December 31, 2015
Year Ending

December 31, 2016
Year Ending

December 31, 2017

Cash Flows from Operating Activities
          Net Income
          Net (Income) from ProGold Limited Liability Company
          Depreciation
Changes in Assets and Liabilities
         Prepaid Expenses
         Accrued Liabilities and Payables
Net Cash Used in Operating Activities

Cash Flows from Investing Activities
         (Purchase) Sale of Investments
         Distribution received from ProGold LLC
Net Cash Provided by Investing Activities

Cash Flows from Financing Activities
          Member Distributions Paid
Net Cash Used by Financing Activities

Increase (Decrease) in Cash and Cash Equivalents

Cash and Cash Equivalents, Beginning of Period

Cash and Cash Equivalents, End of Period

$                                 4,533
(5,250)

1

(67)
                                        13
                                   (747)

(2)
                                 10,763
                                 10,761

                              (10,225)
                              (10,225)

(211)

                                   2,483

$                                 2,272

$                                 4,704
(5,375)

2

(55)
                                     (29)
                                   (753)

1
                                10,721
                                10,722

                               (9,449)
                               (9,449)

520

                                  2,272

$                                 2,792

$                                 9,182
(9,785)

1

124
                                          4
                                   (474)

(1)
                                 10,496
                                 10,495

                                (6,552)
                                (6,552)

3,469

                                  2,792

$                                 6,261

See Notes to Financial Statements
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Golden Growers Cooperative
December 31, 2016, 2015, and 2014

Organization - Golden Growers Cooperative was initially organized as 
a North Dakota member-owned cooperative incorporated on January 
19, 1994 (“GG-ND”).  GG-ND and two other partners, one of whom was 
American Crystal Sugar Company (“ACSC”) entered into a joint venture 
that formed ProGold Limited Liability Company, a Minnesota limited 
liability company (“ProGold”) which designed and constructed a corn 
wet-milling facility in Wahpeton, North Dakota (the “Facility”).  Under 
the joint venture, GG-ND (and indirectly its members) had the right 
and obligation to deliver corn to be processed at the Facility.  After it was 
constructed and operated briefly by its members, the Facility was leased 
to Cargill Incorporated (“Cargill”) who continues to operate the Facility 
under a lease that runs through December 31, 2022 and which will be au-
tomatically extended through 2023 in the event that either (i) Cargill has 
not, prior to December 31, 2021, exercised an option to purchase ACSC’s 
50% interest in ProGold pursuant to an Option Agreement between 
Cargill and ACSC dated as of April 4, 2017 and effective as of January 1, 
2018 or (ii) if the parties have not otherwise mutually agreed to extend 
or terminate the lease.  Golden Growers Cooperative and ACSC are the 
current members of ProGold, with Golden Growers Cooperative holding 
a 49% interest and ACSC holding the remaining 51% interest. 

On July 29, 2009 GG-ND formed a wholly owned cooperative subsidiary 
in the state of Minnesota (GG-MN), organized under Minnesota Statutes 
chapter 308A, solely for the purpose of reincorporating into the state of 
Minnesota.  On September 1, 2009, GG-ND merged into GG-MN and 
reincorporated into the state of Minnesota.  Immediately after the merg-
er, GG-MN statutorily converted into a cooperative association governed 
under Minnesota Statutes 308B.  As a result of its reincorporation and 
reorganization Golden Growers – North Dakota, a North Dakota coop-
erative association historically taxed as a tax-exempt cooperative under 
Subchapter T of the Internal Revenue Code, became Golden Growers 
Cooperative, a Minnesota cooperative association governed by Minneso-
ta Statutes chapter 308B as a cooperative for state law purposes but taxed 
as a partnership under Subchapter K of the Internal Review Code for tax 
purposes.  Golden Growers Cooperative succeeded to the business of 
Golden Growers – North Dakota and except for changes to the structure 
and operations as a result of the reincorporation and statutory conver-

sion, continues to operate the business of Golden Growers – North 
Dakota. 

As part of the Conversion, GG-ND’s members exchanged their shares 
of Class A Common Voting Membership Stock and Class B Non-Voting 
Equity Stock for identical and equal shares of such stock in GG-MN.  
Each member’s single share of Class A Common Voting Membership 
Stock was redeemed for $150 and each member received membership 
units in GG-MN equal to the number of shares of Class B Non-Voting 
Equity Stock each member held in GG-ND prior to the Merger.

Prior to September 1, 2009, ownership of membership stock, which 
signified membership in the Cooperative, was restricted to producers of 
agricultural products.  The ownership of equity stock was restricted to 
members of the Cooperative.  Preferred stock could be held by persons 
who were not members of the Cooperative.  At August 31, 2009 and 
2008, the Cooperative had 10,000 shares of non-voting, $1,000 par-value 
preferred stock authorized, of which none were issued or outstanding.  
Equity requirements, as determined by the board of directors, could be 
retained from amounts due to patrons and credited to members’ equity 
in the form of unit retains or allocated patronage.

The Cooperative reserved the right to acquire any of its stock offered for 
sale and the right to recall the stock of any member.  In the event this 
right was exercised, the consideration paid for such stock was 25% of its 
book value.

Beginning September 1, 2009, ownership of membership units is avail-
able to any person or entity residing in the Unites States of America.  
Net proceeds or losses will be allocated to members on the basis of their 
patronage of the Cooperative. 

In connection with the Conversion, the Cooperative changed its fiscal 
year end to December 31.

  NOTE 1 - NATURE OF OPERATIONS
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Recently Issued Accounting Pronouncements

Revenue Recognition – Effective January 1, 2018, the Cooperative 
will adopt ASU 2014-09, Revenue from Contracts with Custom-
ers. The core principle of the revenue guidance is that an entity 
should recognize revenue to depict the transfer of promised 
goods or services to customers in an amount that reflects the con-
sideration to which the entity expects to be entitled in exchange 
for those goods or services. The Cooperative determined that 
timing, pattern and amount of revenue recognized under the new 
standard will be substantially the same as previously recognized 
by the Cooperative.

Leases – In February 2016, the FASB issued a new standard 
related to leases to increase transparency and comparability 
among organizations by requiring the recognition of right-of-
use (“ROU”) assets and lease liabilities on the balance sheet. The 
standard will be effective for us beginning January 1, 2018. We 
anticipate that the standard will not have a significant impact on 
the Cooperative’s financial statements.

Financial Instruments – Recognition, Measurement, Presenta-
tion, and Disclosure – In January 2016, the FASB issued a new 
standard related to certain aspects of recognition, measurement, 
presentation, and disclosure of financial instruments. The stan-
dard will be effective for us beginning January 1, 2019. We antici-
pate that the standard will not have a significant impact on the 
Cooperative’s financial statements. 

Significant Accounting Policies

Investments – The Cooperative’s investment securities are held to ma-
turity and recorded at amortized cost.  The Cooperative’s investment in 
ProGold is recorded at historical cost plus its pro-rata share of ProGold’s 
net income and additional paid-in capital less distributions received from 
ProGold.  Unrealized gains or losses are recorded in accumulated other 
comprehensive income within members’ equity.  Gains and losses are 
determined using the specific identification method.

Cash and Cash Equivalents – The Cooperative considers all demand 
accounts to be cash equivalents and overnight sweep accounts.  Cash 

equivalents do not include money market accounts maintained by the 
Cooperative’s investment managers.  Cash equivalents do not include any 
investment with a stated maturity date, regardless of the term to maturity.

Income Taxes – Since September 1, 2009, Golden Growers Cooperative 
has been taxed as a limited liability company under Subchapter K of the 
Internal Revenue Code.  As such, the Cooperative is generally not subject 
to income taxes.  Instead, net income is reported by its members who will 
be responsible for any income taxes which may be due. Prior to Septem-
ber 1, 2009, Golden Growers Cooperative was an exempt cooperative 
for federal income tax purposes. As such, the cooperative was generally 
not subject to income taxes.  Instead, net proceeds were allocated to the 
Cooperative’s patrons who were responsible for any income taxes which 
may have been due. The Cooperative’s net financial basis in its assets and 
liabilities exceeded its tax basis by approximately $8.5 million and $8 mil-
lion as of December 31, 2017 and 2016, respectively.

Property and Equipment – Property and equipment are stated at cost.  
Depreciation on assets placed in service is provided using the straight-
line method over estimated useful lives ranging from 5 to 10 years.

Accounting Estimates – The preparation of the financial statements 
in conformity with generally accepted accounting principles requires 
management to make estimates and assumptions that affect the reported 
amounts of assets and liabilities at the date of the financial statements 
and the reported amounts of revenues and expenses during the reporting 
period.  Actual results could differ from those estimates. 
Revenue Recognition – The Cooperative’s members are contractually 
obligated to annually deliver corn to the Cooperative by either Method 
A or Method B or a combination of both.  Under Method A, a member is 
required to physically deliver corn to the cooperative and under Method 
B a member appoints the cooperative as its agent to arrange for the ac-
quisition and delivery of corn on the member’s behalf.  The Cooperative 
contractually appoints Cargill as its agent to arrange for the delivery of 
the corn by its members who elect to deliver corn using Method A and to 
acquire corn on its behalf for its members who elect to deliver corn using 
Method B. In exchange for these services, the Cooperative paid Cargill 
an annual fee of $70,000 in 2017. Commencing on January 1, 2018, the 
Cooperative will pay an annual fee of $60,000, paid in quarterly install-
ments. The price per bushel paid to the member who elects to deliver 
corn using Method B is equal to the price per bushel paid by Cargill to 

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES

13



acquire the corn as the Cooperative’s agent. Members who deliver corn 
under Method A are paid the market price or contracted price for their 
corn at the time of delivery.  The Cooperative pays members who deliver 
corn under Method A an incentive payment of $.05 per bushel while 
members who elect Method B to deliver corn pay the Cooperative a $.02 
per bushel agency fee for the cost of having the Cooperative deliver corn 
on their behalf.  The board has the discretion to change the incentive fee 
and the agency fee based on the Cooperative’s corn delivery needs.  The 
incentive fee and agency fee are a component of Corn Expense.

With respect to all Method A corn that is delivered, Cargill pays the ag-
gregate purchase price for corn purchased from the Cooperative’s mem-
bers to the Cooperative and then, on the Cooperative’s behalf, makes 
individual payments for corn directly to its members.  If a Method A 
member fails to fully satisfy the corn delivery requirement, Cargill pur-
chases replacement corn for which the Cooperative reimburses Cargill 
the amount by which the underlying contracted corn price is less than 
the price of buying the replacement corn that was due on the delivery 
date.  The Method A member who fails to deliver corn is then invoiced 
by the Cooperative for the price of the corn.

Based on what is to be delivered by its members using Method A, Cargill 
then purchases the remainder of the corn to be delivered by the Coop-
erative on behalf of its Method B delivering members.  Because Cargill 
purchases the corn on the Cooperative’s behalf of Method B delivering 
members, the purchase price for the corn that would be paid to the Co-
operative’s members if they actually delivered the corn offsets against the 
payment to be made by the Cooperative to Cargill for the cost to pur-
chase the corn, thus no payment is made from Cargill to the Cooperative 
for corn delivered using Method B.  The Cooperative has determined 
Corn Expense for Method B deliveries based on the average quarterly 
cost per bushel paid by Cargill to the Cooperative’s members for Method 
A quarterly deliveries.

Concentrations - Several times during the year, the Cooperative main-
tained a cash balance in excess of the Federal Deposit Insurance Cor-
poration (“FDIC”) limits.  At December 31, 2017, the Cooperative’s 
cash balance exceeded the FDIC insurance limits by approximately $6.5 
million.

Fair Value Measurements - The Cooperative has determined the fair 
value of certain assets and liabilities in accordance with the provisions 
of Accounting Standards Codification (“ASC”) 820-10, which provides a 

framework for measuring fair value under generally accepted accounting 
principles.

ASC 820-10 defines fair value as the exchange price that would be re-
ceived for an asset or paid to transfer a liability (an exit price) in the prin-
cipal or most advantageous market for the asset or liability in an orderly 
transaction between market participants on the measurement date.  ASC 
820-10 requires that valuation techniques maximize the use of observable 
inputs and minimize the use of unobservable inputs.  ASC 820-10 also 
establishes a fair value hierarchy, which prioritizes the valuation inputs 
into three broad levels.
 
Level 1 inputs consist of quoted prices in active markets for identical as-
sets or liabilities that the reporting entity has the ability to access at the 
measurement date.  Level 2 inputs are inputs other than quoted prices 
included within Level 1 that are observable for the related asset or liabil-
ity.  Level 3 inputs are unobservable inputs related to the asset or liability.

14



NOTE 3 - PROGOLD LIMITED LIABILITY COMPANY

The Cooperative has a 49% ownership interest in ProGold LLC. Following is summary financial information for ProGold LLC:

December 31,
2017 2016 2015(in Thousands)

Current Assets
Long-Term Assets
          Total Assets

Current Liabilities
Long-Term Liabilities
          Total Liabilities

Members’ Equity

Total Liabilities and Members’ Equity

Rent Revenue on Operating Lease
Expenses
Net Income

$                                       514
                                    39,843
$                                  40,357

$                                           5
                                              -

5

                                    40,352

$                                  40,357

$                                  22,873
                                    2,905

$                                  19,968

$                                       125
                                    42,086
$                                  42,211

$                                       407
                                              -

407

                                    41,804

$                                  42,211

$                                  22,837
                                    11,866
$                                  10,971

$                                       133
                                    53,386
$                                  53,519

$                                       404
                                         400

804

                                    52,715

$                                  53,519

$                                  23,106
                                    12,392
$                                  10,714

NOTE 4 - INVESTMENTS
The Cooperative has determined fair value of its investments held to maturity based on Level 1 inputs.
The Cooperative’s investments held to a majority are as follows as of December 31, 2017 and 2016:

Amortized
Cost

Gross
Unrealized Gains

Gross
Unrealized Losses

Fair
Value

(in Thousands)

December 31, 2017
Money Market & CD’s

December 31, 2016
Money Market & CD’s

$                               220

$                               219

$                                    -

$                                    -

$                                    -

$                                    -

$                               220

$                               219
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The assumptions used in the measurement of the Cooperative's ben-
efit obligations are shown below:

The following schedule reflects the expected pension benefits pay-
ments during each of the next five years and the aggregate for the 
following five years (in thousands):

The Cooperative expects to make contributions of approximately 
$6,000 to the defined benefit pension plan during the next fiscal year.

The Cooperative follows the provisions of ASC 740-10 related to accounting for 
uncertainty in income taxes.  

The Cooperative had no unrecognized tax benefits on December 31, 2017 and 
2016.  No interest or penalties are recognized in the statements of operations
or in the balance sheets.  

The Cooperative recognized no income tax expense for the years ended
December 31, 2017, 2016 and 2015. 

Pension Plan – In December 2012, the Cooperative approved a change 
to freeze the Cooperative’s defined benefit pension plan as of January 1, 
2013. As a result, no additional benefits will accrue to participants in the 
plan and no new employees are eligible for the plan.  During the year 
ended December 31, 2017, 2016 and 2015, the pension expenses were 
$6,000, $12,000, and $25,000, respectively.

As of December 31, 2017, the pension plans were funded as required 
by the funding standards set forth by the Employee Retirement Income 
Security Act (ERISA). 

The Cooperative’s Compensation Committee has the responsibility of 
managing the operations and administration of the Cooperative’s retire-
ment plans.  The Cooperative has an investment policy that establishes 
target asset allocations to reduce the risk of large losses.  Asset classes are 
diversified to reduce risk, and equity exposure is limited to 50% of the to-
tal portfolio value.  The investment objective is to achieve a rate of return 
sufficient to fully fund the pension obligation of the plan without assum-
ing undue risk through investment vehicles with no greater than average 
variability of the markets themselves.

Substantially all of the Plan’s assets consist of Collective Investment 
Trusts or Mutual funds (Fund) and are valued based on Level 1 or Level 
II inputs, as determined from the Fund’s ASC 715-30 footnote included 
in the Fund’s audited financial statements. The Fund’s valuation tech-
niques include market matrix pricing and market inputs, including 
bench mark yields, reported trades, broker/dealer quotes and others. 
There has been no changes in valuation techniques and inputs in 2017, 
2016 and 2015.

NOTE 5 - INCOME TAXES

NOTE 6 - EMPLOYEE BENEFIT PLANS

       2017                              2016    
Discount Rate                                            4.50%                            5.00%
Expected Return on Plan Assets             6.32%                            6.25%
Rate of Compensation Increase              4.73%                            4.73%

Expected    
Benefits Payments

54
54
54
54
50

                            244

$                          510

2018
2019
2020
2021
2022
2023-2027

Total
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The following schedules provide the components of the Net Periodic Pension Costs for the periods ended December 31, 2017, 2016, and 2015 
(in thousands):

The following schedules set forth a reconciliation of the changes in the plan’s benefit obligation and fair value of assets for the periods ending 
December 31, 2017 and 2016 and a statement of the funded status and amounts recognized in the Balance Sheets and Accumulated Other Com-
prehensive Income as of December 31, 2017 and 2016 (in thousands):

December 31,
2017 2016 2015

$                                            -
33

(52)
                                             4

$                                      (15)

Service Cost
Interest Cost
Expected Return on Plan Assets
Amortization of Net (Gain) Loss

Net Periodic Pension Cost

$                                           -
34

(48)
                                             5

$                                        (9)

$                                          -
37

(44)
                                           11

$                                          4

December 31,
Change in Benefit Obligation
          
Obligation at the Beginning of the Period
          Service Cost
          Interest Cost
          Actuarial (Gain) Loss
          Benefits Paid

          Obligation at the End of the Period

Change in Plan Assets
          Fair Value at the Beginning of the Period
          Actual Returns on Plan Assets
          Employer Contributions
          Benefits Paid

          Fair Value at the End of the Period

2017

$                               772
-

33
9

                                (55)

$                               759

791
95

6
                                (55)

$                               837

2016

$                              775
-

37
15

                                (55)

$                               772

727
107

12
                                (55)

$                               791
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Continued from previous page.

Funded Status
          Funded Status as of Period Ended

          Net Amount Recognized

Amounts Recognized in the Balance Sheets
          Noncurrent Assets
          Current Liabilities
          Noncurrent Liabilities

          Net Amount Recognized

Accumulated Gain (Loss) Recognized in Accumulated
Other Comprehensive Income
          Accumulated Gain (Loss) Beginning of the Period
          Recognized in Periodic Cost
          Amount Arising During the Period

          Accumulated Gain (Loss) End of the Period

$                                 78

$                                    -

$                                    -
-

                                     -

$                                   -

$                                    -
-

                                     -

$                                    -

$                                 19

$                                    -

$                                    -
-

                                      -

$                                    -

$                              (48)
-

                                   48

$                                    -

December 31,
2017 2016

401(k) Plan - The Cooperative has a 401(k) plan that covers employees that meet eligibility requirements.  
The Cooperative’s contributions to the plan totaled $4,604, $7489, and $7123 for the years ended December 
31, 2017, 2016, and 2015 respectively.
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The Cooperative contracted with Cargill, Incorporated in connection with the procurement of corn which includes payments of $70,000 in 2017. 
Commencing on January 1, 2018, the Cooperative will pay an annual fee of $60,000, paid in quarterly installments payments. The contract con-
tinues until the termination of the second amended and restated facility lease agreement between ProGold and Cargill, which was effective as of 
January 1, 2018.

On April 4, 2017, the Cooperative, Cargill, and American Crystal entered into a Consent Agreement, effective on January 1, 2018, relating to the 
lease of ProGold’s wet-milling facility to Cargill and the Cooperative’s interest in ProGold. On the same day, Cargill and American Crystal entered 
into an Option Agreement, effective on January 1, 2018, detailing the price, term and other conditions under which American Crystal grants to 
Cargill an Exclusive option to purchase a 50% interest in ProGold from American Crystal during the first four years of the lease.  Under the con-
sent Agreement, the Cooperative approves and consents to the transfer of the 50% interest in ProGold from American Crystal to Cargill in the 
event Cargill exercises its option. The Cooperative also secures the right to purchase American Crystal’s remaining 1% interest in ProGold for a 
base price ranging from $1.7 million to $1.3 million, depending on when Cargill notifies American Crystal of its intention to exercise its option. 
The Cooperative would also be required to pay to American Crystal a capital adjustment in an amount equal to 1% of the portion of costs that have 
not been paid by Cargill to ProGold through additional rent with respect to certain projects at the facility. In the event Cargill intends to exercise its 
option, before exercising such option, Cargill and the Cooperative will expeditiously and in good faith work together to finalize agreements for the 
structure, governance and operation of ProGold according to certain operational principles and other guideline terms as provided in a Memoran-
dum of Understanding attached to the Consent Agreement.

NOTE 7 - COMMITMENTS AND CONTINGENCIES

NOTE 8 - SUBSEQUENT EVENTS
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In February of 2018, the Cooperative declared a distribution of $2,493,967, or $.161 per outstanding membership unit.

Management has reviewed subsequent events through March 2, 2018 the date to which the financial statements were available to be issued.
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