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PART I.
ITEM 1. BUSINESS
THE COMPANY

CHS Inc. (referred to hereinas CHS , we or us )isone of the nation s leading integrated agricultural companies. As a
cooperative, we are owned by farmers and ranchers and their member cooperatives (referred to herein as members )
from the Great Lakes to the Pacific Northwest and from the Canadian border to Texas. We also have preferred
stockholders that own shares of our 8% Cumulative Redeemable Preferred Stock, which is listed on the NASDAQ
Global Select Market under the symbol CHSCP. On August 31, 2007, we had 7,240,221 shares of preferred stock
outstanding. We buy commodities from and provide products and services to patrons (including our members and
other non-member customers), both domestic and international. We provide 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 our 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 our net
income under the equity method of accounting. For the fiscal year ended August 31, 2007, our total revenues were
$17.2 billion and net income was $750.3 million.

We have aligned our business segments based on an assessment of how our businesses operate and the products and
services they sell. Our three business segments: Energy, Ag Business and Processing, create vertical integration to link
producers with consumers. Our Energy segment derives its revenues through refining, wholesaling and retailing of
petroleum products. Our Ag Business segment derives its revenues through the origination and marketing of grain,
including service activities conducted at export terminals, through the retail sales of petroleum and agronomy
products, processed sunflowers, feed and farm supplies, and records equity income from investments in our agronomy
joint ventures, grain export joint ventures and other investments. As of September 2007, our Ag Business segment
revenues also include sales of crop nutrient products due to the acquisition of that business from our Agriliance LLC
joint venture. Our Processing segment derives its revenues from the sales of soybean meal and soybean refined oil,
and records equity income from three wheat milling joint ventures, a vegetable oil-based food manufacturing and
distribution joint venture, and an ethanol manufacturing company. We include other business operations in Corporate
and Other because of the nature of their products and services, as well as the relative revenue size of those businesses.
These businesses primarily include our insurance, hedging and other service activities related to crop production.

In May 2005, we sold the majority of our Mexican foods business for proceeds of $38.3 million resulting in a loss on
disposition of $6.2 million. During the year ended August 31, 2006, we sold all of the remaining assets for proceeds of
$4.2 million and a gain of $1.6 million. The operating results of the Mexican foods business are reported as
discontinued operations.

Membership in CHS is restricted to certain producers of agricultural products and to associations of producers of
agricultural products that are organized and operating so as to adhere to the provisions of the Agricultural Marketing
Act and the Capper-Volstead Act, as amended. Our Board of Directors may establish other qualifications for
membership, as it may from time to time deem advisable.

Our earnings from cooperative business are allocated to members (and to a limited extent to non-members with which
we have agreed to do business on a patronage basis) based on the volume of business they do with us. We allocate
these earnings to our patrons in the form of patronage refunds (which are also called patronage dividends) in cash and
patron s equities, which may be redeemed over time. Earnings derived from non-members, which are not allocated
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patronage, are taxed at federal and state statutory corporate rates and are retained by us as unallocated capital reserve.
We also receive patronage refunds from the cooperatives in which we are a member, if those cooperatives have
earnings to distribute and if we qualify for patronage refunds from them.
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Our origins date back to the early 1930s with the founding of the predecessor companies of Cenex, Inc. and Harvest
States Cooperatives. CHS Inc. emerged as the result of the merger of those two entities in 1998, and is headquartered
in Inver Grove Heights, Minnesota.

The following table presents a summary of our primary subsidiary holdings and equity investments for each of our
business segments at August 31, 2007:

Business Segment

Energy

Ag Business

Processing

Corporate and
Other

Entity Name

National Cooperative
Refinery Association
Provista Renewable Fuels
Marketing, LLC

Front Range Pipeline, LLC
Cenex Pipeline, LLC

Agriliance LLC

CHS do Brasil Ltda.

United Harvest, LLC
TEMCO, LLC
Multigrain S.A.

Horizon Milling, LLC
Horizon Milling General
Partnership

Ventura Foods, LLC

US BioEnergy Corporation

Country Hedging, Inc.

Ag States Agency, LLC
Cofina Financial, LLC

Business Activity
Petroleum refining
Ethanol marketing

Crude oil transportation
Finished product
transportation

Wholesale and retail
distribution of agronomy
products.

Soybean procurement in
Brazil

Grain exporter

Grain exporter

Soybean procurement in
Brazil

Wheat milling in U.S.
Wheat milling in Canada

Food manufacturing
Ethanol manufacturing

Risk management products
broker

Insurance agency

Finance company

CHS
Ownership %

74.5%
50%
100%
100%

50%

100%
50%

50%
37.5%

24%
24%

50%
20%

100%

100%
49%

Income
Recognition

Consolidated
Consolidated
Consolidated
Consolidated

Equity Method

Consolidated
Equity Method

Equity Method
Equity Method

Equity Method
Equity Method

Equity Method
Equity Method

Consolidated

Consolidated
Equity Method

Our international sales information and segment information in Notes 2 and 12 to the consolidated financial
statements, as well as Item 6 of this Annual Report on Form 10-K, are incorporated by reference into the following
business segment descriptions.

The business segment financial information presented below may not represent the results that would have been
obtained had the relevant business segment been operated as an independent business due to efficiencies in scale,

corporate cost allocations and intersegment activity.
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Overview

We are the nation s largest cooperative energy company based on revenues and identifiable assets, with operations that
include petroleum refining and pipelines; the supply, marketing (including ethanol and biodiesel) and distribution of
refined fuels (gasoline, diesel and other energy products); the blending, sale and distribution of lubricants; and the
wholesale supply of propane. Our Energy segment processes crude oil into refined petroleum products at refineries in
Laurel, Montana (wholly-owned) and McPherson, Kansas (an entity in which we have an approximate 74.5%
ownership interest) and sells those products under the Cenex® brand to member cooperatives and others through a
network of approximately 1,600 independent retail sites, including approximately 850 that operate Cenex/Ampride
convenience stores.

Operations

Laurel Refinery. Our Laurel, Montana refinery processes medium and high sulfur crude oil into refined petroleum
products that primarily include gasoline, diesel and asphalt. Our Laurel refinery sources approximately 92% of its
crude oil supply from Canada, with the balance obtained from domestic sources, and we have access to Canadian and
northwest Montana crude through our wholly-owned Front Range Pipeline, LLC and other common carrier pipelines.
Our Laurel refinery also has access to Wyoming crude via common carrier pipelines from the south.

Our Laurel facility processes approximately 55,000 barrels of crude oil per day to produce refined products that
consist of approximately 37% gasoline, 31% diesel and other distillates, and 32% asphalt and other residual products.

During fiscal 2005, our Board of Directors approved the installation of a coker unit at

2
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Laurel, along with other refinery improvements, which will allow us to extract a greater volume of high value gasoline
and diesel fuel from a barrel of crude oil and less relatively low value asphalt. Total cost for this project is expected to
be approximately $380.0 million, of which $284.3 million has been spent through August 31, 2007, with completion
planned during fiscal 2008. Refined fuels produced at Laurel, Montana are available via the Yellowstone Pipeline to
western Montana terminals and to Spokane and Moses Lake, Washington, south via common carrier pipelines to
Wyoming terminals and Denver, Colorado, and east via our wholly-owned Cenex Pipeline, LLC to Glendive,
Montana, and Minot and Fargo, North Dakota. Our Board of Directors has approved $30 million in capital
expenditures to construct three product terminals tied into the Yellowstone Pipeline that include rail capabilities.
These investments are being undertaken to preserve our long-term ability to participate in western U.S. markets.

McPherson Refinery. The McPherson, Kansas refinery is owned and operated by National Cooperative Refinery
Association (NCRA), of which we own approximately 74.5%. The McPherson refinery processes approximately 85%
low and medium sulfur crude oil and 15% heavy sulfur crude oil into gasoline, diesel and other distillates, propane
and other products. NCRA sources its crude oil through its own pipelines as well as common carrier pipelines. The
low and medium sulfur crude oil is sourced from Kansas, Oklahoma and Texas, and the heavy sulfur crude oil is
sourced from Canada.

The McPherson refinery processes approximately 80,000 barrels of crude oil per day to produce refined products that
consist of approximately 53% gasoline, 40% diesel and other distillates, and 7% propane and other products.
Approximately 32% of the refined fuels are loaded into trucks at the McPherson refinery or shipped via NCRA s
proprietary products pipeline to its terminal in Council Bluffs, lowa. The remaining refined fuel products are shipped
to other markets via common carrier pipelines.

Provista Renewable Fuels Marketing, LLC. In fiscal 2006, we acquired a 50% ownership interest in an ethanol and
biodiesel marketing and distribution company, Provista Renewable Fuels Marketing, LLC, (Provista) formally known
as United BioEnergy Fuels, LLC. US BioEnergy Corporation (US BioEnergy), of which we own approximately 20%,
is the other 50% owner of Provista. Provista contracts with ethanol and biodiesel production plants, including US
BioEnergy, to market and distribute their finished products. During fiscal 2007, volume totaled 405.8 million gallons
of ethanol. Provista is consolidated within our financial statements, and we currently guarantee up to $10.0 million
($20.0 million as of August 31, 2007) of Provista s $25.0 million revolving credit facility. We are the operating
manager of Provista.

Other Energy Operations. We own and operate a propane terminal, four asphalt terminals, five refined product
terminals and three lubricants blending and packaging facilities. We also own and lease a fleet of liquid and pressure
trailers and tractors, which are used to transport refined fuels, propane, anhydrous ammonia and other products.

Products and Services

Our Energy segment produces and sells (primarily wholesale) gasoline, diesel, propane, asphalt, lubricants and other
related products and provides transportation services. We obtain the petroleum products that we sell from our Laurel
and McPherson refineries, and from third parties. Over the past two years, we have obtained approximately 55% of
the petroleum products we sell from our Laurel and McPherson refineries, and approximately 45% from third parties.

Sales and Marketing; Customers
We make approximately 72% of our refined fuel sales to members, with the balance sold to non-members. Sales are
made wholesale to member cooperatives and through a network of independent retailers that operate convenience

stores under the Cenex/Ampride tradename. We sold approximately 1.3 billion gallons of gasoline and approximately
1.5 billion gallons of diesel fuel in fiscal 2007. We also blend, package and wholesale auto and farm machinery
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lubricants to both members and non-members. In fiscal 2007, our lubricants operations sold approximately 20 million
gallons of lube oil. We are one of the nation s largest propane wholesalers based on revenues. In fiscal 2007, our
propane operations sold approximately 567 million
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gallons of propane. Most of the propane sold in rural areas is for heating and agricultural usage. Annual sales volumes
of propane vary greatly depending on weather patterns and crop conditions.

Industry; Competition

Regulation. Governmental regulations and policies, particularly in the areas of taxation, energy and the environment,
have a significant impact on our Energy segment. Our Energy segment s operations are subject to laws and related
regulations and rules designed to protect the environment that are administered by the Environmental Protection
Agency, the Department of Transportation and similar government agencies. These laws, regulations and rules govern
the discharge of materials to the environment, air and water; reporting storage of hazardous wastes; the transportation,
handling and disposition of wastes; and the labeling of pesticides and similar substances. Failure to comply with these
laws, regulations and rules could subject us (and, in the case of the McPherson refinery, NCRA) to administrative
penalties, injunctive relief, civil remedies and possible recalls of products. We believe that we and NCRA are in
compliance with these laws, regulations and rules in all material respects and do not expect continued compliance to
have a material effect on capital expenditures, earnings or competitive position, of either us or NCRA.

Like many other refineries, our Energy segment s refineries recently focused their capital spending on reducing
pollution emissions and at the same time increasing production to help pay for those expenditures. In particular, our
refineries have completed work to comply with the Environmental Protection Agency low sulfur fuel regulations
required by 2006, which are intended to lower the sulfur content of gasoline and diesel. We incurred capital
expenditures from fiscal 2003 through 2006 related to this compliance of $88.1 million for our Laurel, Montana
refinery and $328.7 million for NCRA s McPherson, Kansas refinery.

The petroleum business is highly cyclical. Demand for crude oil and energy products is driven by the condition of
local and worldwide economies, local and regional weather patterns and taxation relative to other energy sources,
which can significantly affect the price of refined fuel products. Most of our energy product market is located in rural
areas, so sales activity tends to follow the planting and harvesting cycles. More fuel-efficient equipment, reduced crop
tillage, depressed prices for crops, weather conditions and government programs which encourage idle acres, may all
reduce demand for our energy products.

Competition. The petroleum refining and wholesale fuels business is very competitive. Among our competitors are
some of the world s largest integrated petroleum companies, which have their own crude oil supplies, distribution and
marketing systems. We also compete with smaller domestic refiners and marketers in the midwestern and
northwestern United States, with foreign refiners who import products into the United States and with producers and
marketers in other industries supplying other forms of energy and fuels to consumers. Given the commodity nature of
the end products, profitability in the refining and marketing industry depends largely on margins, as well as operating
efficiency, product mix, and costs of product distribution and transportation. The retail gasoline market is highly
competitive, with much larger competitors that have greater brand recognition and distribution outlets throughout the
country and the world. Our owned and non-owned retail outlets are located primarily in the northwestern, midwestern
and southern United States.

We market refined fuels, motor gasoline and distillate products in five principal geographic areas. The first area
includes the Midwest and northern plains. Competition at the wholesale level in this area includes the major oil
companies ConocoPhillips, Valero and Citgo, independent refiners including Flint Hills Resources and Growmark,
Inc., and wholesale brokers/suppliers including Western Petroleum Company. This area has a robust spot market and
is influenced by the large refinery center along the Gulf coast.

To the East is another unique marketing area. This area centers around Chicago, Illinois and includes eastern
Wisconsin, Illinois and Indiana. CHS principally competes with the major oil companies Marathon, BP Amoco and
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ExxonMobil, independent refineries including Flint Hills Resources and Growmark, Inc., and wholesale
brokers/suppliers including U.S. Oil.

Another market area is located south of Chicago, Illinois. Most of this area includes Arkansas, Missouri and the
northern part of Texas. Competition in this area includes the major oil companies Valero and ExxonMobil, and

independent refiners including Lion. This area is principally supplied from the Gulf coast

4
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refinery center and is also driven by a strong spot market that reacts quickly to changes in the international and
national supply balance.

Another geographic area includes Montana, western North Dakota, Wyoming, Utah, Idaho, Colorado and western
South Dakota. Competition at the wholesale level in this area include the major oil companies ExxonMobil and
ConocoPhillips, and independent refiners including Frontier Refining and Sinclair. This area is also noted for being
fairly well balanced in demand and supply, but is typically influenced by Canadian refined fuels moving into the
U.S. through terminals in Canada and by rail from independent Canadian refiners.

The last area includes much of Washington and Oregon. We compete with the major oil companies Tesoro, BP
Amoco and Chevron in this area. This area is also known for volatile prices and an active spot market.

Summary Operating Results
Summary operating results and identifiable assets for our Energy segment for the fiscal years ended August 31, 2007,

2006 and 2005 are shown below:

2007 2006 2005
(Dollars in thousands)

Revenues $ 8,105,067 $ 7,414,361 $ 5,794,266
Cost of goods sold 7,274,638 6,834,676 5,487,813
Gross profit 830,429 579,685 306,453
Marketing, general and administrative 94,939 82,867 69,951
Operating earnings 735,490 496,818 236,502
Gain on investments (862)
Interest, net (6,106) 6,534 8,918
Equity income from investments (4,468) (3,840) (3,478)
Minority interests 143,230 86,483 46,741
Income before income taxes $ 602,834 $ 407,641 $ 185,183
Intersegment revenues $ (228,930) $ (242430) $ (170,642)
Total identifiable assets August 31 $ 2,737,044 $ 2,164,217 $ 2,238,614
AG BUSINESS

Our Ag Business segment includes agronomy, country operations and grain marketing.

Agronomy

Overview
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Through our fiscal year ended August 31, 2007, we conducted our wholesale and some of our retail agronomy
operations through our 50% ownership interest in Agriliance LLC (Agriliance), in which Land O Lakes, Inc. holds the
other 50% ownership interest. Prior to September 2007, Agriliance was one of North America s largest wholesale
distributors of crop nutrients, crop protection products and other agronomy products based upon annual sales. Our
50% ownership interest in Agriliance is treated as an equity method investment, and therefore, Agriliance s revenues
and expenses are not reflected in our operating results. At August 31, 2007, our equity investment in Agriliance was
$182.8 million.

In September 2007, Agriliance distributed the assets of the crop nutrients business to us, and the assets of the crop
protection business to Land O Lakes, Inc. Agriliance continues to exist as a 50-50 joint venture and

5
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primarily operates and sells agronomy products on a retail basis. We currently are exploring, with Land O Lakes, Inc.,
the repositioning options for the remaining portions of the Agriliance retail business.

Given the different values assigned to the assets of the crop nutrients and the crop protection businesses of Agriliance,
at the closing of the distribution transaction, Land O Lakes owed us $133.5 million. Land O Lakes paid us $32.6
million in cash, and in order to maintain equal capital accounts in Agriliance, paid down certain portions of

Agriliance s debt on our behalf in the amount of $100.9 million. Values of the distributed assets were determined after
the closing, and in October 2007, we made an estimated value true-up payment to Land O Lakes in the amount of
$45.7 million, plus interest.

In August 2005, we sold 81% of our 20% ownership interest in CF Industries, Inc., a crop nutrients manufacturer and
distributor, in an initial public offering (IPO). After the IPO, our ownership interest was reduced to approximately
3.9% in the post-IPO company named CF Industries Holdings, Inc. (CF). During our fiscal year ended August 31,
2007, we sold 540,000 shares of our CF stock for proceeds of $10.9 million, and recorded a pretax gain of

$5.3 million. During the first quarter of fiscal 2008, we sold all of our remaining 1,610,396 shares of CF stock for
proceeds of $108.3 million and recorded a pretax gain of $91.7 million.

There is significant seasonality in the sale of agronomy products and services, with peak activity coinciding with the
planting and input seasons.

Operations

Our wholesale crop nutrients business sells approximately 6.0 million tons of fertilizer annually, making it one of the
largest wholesale fertilizer operations in the United States. Product is either delivered directly to the customer from
the manufacturer, or through our 15 inland or river warehouse terminals and other non-owned storage facilities located
throughout the country. In addition, our Galveston, Texas deep water port and terminal receives fertilizer by vessel
from originations such as the Middle East and Caribbean basin where less expensive natural gas tends to give a price
advantage over domestically produced fertilizer. The fertilizer is then shipped by rail to destinations within crop
producing regions of the country. Based on fertilizer market data, the Agriliance sales of crop nutrients account for an
estimated 9% of the U.S. market. The demand for corn by the expanding ethanol industry has in turn increased sales
of nitrogen fertilizer, an input on which corn is highly dependant.

Primary suppliers for our wholesale crop nutrients business include CF, PCS, Mosaic, Koch Industries, Yara and PIC.
During the year ended August 31, 2007, CF was the largest supplier of crop nutrients to Agriliance, and as we operate
the crop nutrients business in the future, CF will continue to be a primary supplier to us.

Products and Services

Our wholesale crop nutrients business sells nitrogen, phosphorus, potassium and sulfate based products. During the
year ended August 31, 2007, the primary products purchased by Agriliance were urea, potash, UAN, phosphates and
ammonia.

Sales and Marketing; Customers

Our wholesale crop nutrients business sells product to approximately 2,200 local retailers from Ohio to the west coast
and from the Canadian border south to Texas. Our largest customer is our own country operations business, also
included in our Ag Business segment. During the year ended August 31, 2007, Agriliance sales for the wholesale crop
nutrients business were $1.9 billion with about 6% of those sales made to our country operations business. Many of
the customers of the crop nutrients business are also customers of our Energy segment or suppliers to our grain
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marketing business.
Industry; Competition

Regulation. Our wholesale crop nutrients operations are subject to laws and related regulations and rules designed to
protect the environment that are administered by the Environmental Protection Agency, the

6
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Department of Transportation and similar government agencies. These laws, regulations and rules govern the
discharge of materials to the environment, air and water; reporting storage of hazardous wastes; the transportation,
handling and disposition of wastes; and the labeling of pesticides and similar substances. Failure to comply with these
laws, regulations and rules could subject us to administrative penalties, injunctive relief, civil remedies and possible
recalls of products. We believe that we are in compliance with these laws, regulations and rules in all material respects
and do not expect continued compliance to have a material effect on our capital expenditures, earnings or competitive
position.

Competition. The wholesale distribution of agronomy products is highly competitive and dependent upon
relationships with local cooperatives and private retailers, proximity to the customer and competitive pricing. We
compete with other large agronomy distributors, as well as other regional or local distributors, retailers and
manufacturers.

Major competitors in crop nutrients distribution include Agrium, Mosaic, Koch Industries, United Agri-Products
(UAP) and United Suppliers.

Country Operations

Overview

Our country operations business purchases a variety of grains from our producer members and other third parties, and
provides cooperative members and producers with access to a full range of products and services including farm
supplies and programs for crop and livestock production. Country operations operates at 335 locations, which includes
3 sunflower plants, dispersed throughout Minnesota, North Dakota, South Dakota, Montana, Nebraska, Kansas,
Oklahoma, Colorado, Idaho, Washington and Oregon. Most of these locations purchase grain from farmers and sell
agronomy products, energy products and feed to those same producers and others, although not all locations provide
every product and service.

Products and Services

Grain Purchasing. We are one of the largest country elevator operators in North America based on revenues.
Through a majority of our elevator locations, the country operations business purchases grain from member and
non-member producers and other elevators and grain dealers. Most of the grain purchased is either sold through our
grain marketing operations or used for local feed and processing operations. For the year ended August 31, 2007,
country operations purchased approximately 408 million bushels of grain, primarily wheat (201 million bushels), corn
(98 million bushels) and soybeans (62 million bushels). Of these bushels, 368 million were purchased from members
and 262 million were sold through our grain marketing operations.

Other Products. Our country operations business manufactures and sells other products, both directly and through
ownership interests in other entities. These include seed, crop nutrients, crop protection products, energy products,
animal feed, animal health products and processed sunflowers. We sell agronomy products at 191 locations, feed
products at 125 locations and energy products at 135 locations.

Fin-Ag, Inc. In the past, through our wholly-owned subsidiary Fin-Ag, Inc., we provided seasonal cattle feeding and
swine financing loans, facility financing loans and crop production loans to our members. Financing activity through
Fin-Ag, Inc. has decreased substantially as most of the production loans were contributed to Cofina Financial, LLC
(Cofina Financial), a 49% owned joint venture that was formed during the fourth quarter of fiscal 2005 (see Corporate
and Other section below). The only activity of Fin-Ag, Inc. is seasonal cattle feeding financing and a small amount of
crop loans not transferred to Cofina Financial.
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Industry; Competition

Regulation. Our country operations business is subject to laws and related regulations and rules designed to protect
the environment that are administered by the Environmental Protection Agency, the Department of Transportation and
similar government agencies. These laws, regulations and rules govern the discharge of materials to the environment,
air and water; reporting storage of hazardous wastes; the transportation, handling
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and disposition of wastes; and the labeling of pesticides and similar substances. Our country operations business is
also subject to laws and related regulations and rules administered by the United States Department of Agriculture, the
Federal Food and Drug Administration, and other federal, state, local and foreign governmental agencies that govern
the processing, packaging, storage, distribution, advertising, labeling, quality and safety of feed and grain products.
Failure to comply with these laws, regulations and rules could subject us to administrative penalties, injunctive relief,
civil remedies and possible recalls of products. We believe that we are in compliance with these laws, regulations and
rules in all material respects and do not expect continued compliance to have a material effect on our capital
expenditures, earnings or competitive position.

Competition. We compete primarily on the basis of price, services and patronage. Competitors for the purchase of

grain include Archer Daniels Midland (ADM), Cargill, Incorporated (Cargill), local cooperatives and smaller private

grain companies and processors at the majority of our locations in our trade territory, as previously defined in the
Overview . In addition, Columbia Grain is also our competitor in Montana.

Competitors for our farm supply businesses include Cargill, United Agri-Products (UAP), local cooperatives and
smaller private companies at the majority of locations throughout our trade territory. In addition, Land O Lakes Purina
Feed LLC, Hubbard Feed and Cargill are our major competitors for the sale of feed products.

Grain Marketing

Overview

We are the nation s largest cooperative marketer of grain and oilseed based on grain storage capacity and grain sales,
handling about 1.5 billion bushels annually. During fiscal 2007, we purchased approximately 60% of our total grain
volumes from individual and cooperative association members and our country operations business, with the balance
purchased from third parties. We arrange for the transportation of the grains either directly to customers or to our
owned or leased grain terminals and elevators awaiting delivery to domestic and foreign purchasers. We primarily
conduct our grain marketing operations directly, but do conduct some of our business through joint ventures.

Operations

Our grain marketing operations purchases grain directly and indirectly from agricultural producers primarily in the
midwestern and western United States. The purchased grain is typically contracted for sale for future delivery at a
specified location, and we are responsible for handling the grain and arranging for its transportation to that location.
The sale of grain is recorded after title to the commodity has transferred and final weights, grades and settlement price
have been agreed upon. Amounts billed to the customer as part of a sales transaction include the costs for shipping and
handling. Our ability to arrange efficient transportation, including loading capabilities onto unit trains, ocean-going
vessels and barges, is a significant part of the services we offer to our customers. Rail, vessel, barge and truck
transportation is carried out by third parties, often under long-term freight agreements with us. Grain intended for
export is usually shipped by rail or barge to an export terminal, where it is loaded onto ocean-going vessels. Grain
intended for domestic use is usually shipped by rail or truck to various locations throughout the country.

We own and operate export terminals, river terminals and elevators involved in the handling and transport of grain.
Our river terminals at Savage and Winona, Minnesota, Davenport, lowa and a terminal in St. Louis, Missouri in which
we have a put-through agreement with Bulk Services, are used to load grain onto barges for shipment to both domestic
and export customers via the Mississippi River system. Our export terminal at Superior, Wisconsin provides access to
the Great Lakes and St. Lawrence Seaway, and our export terminal at Myrtle Grove, Louisiana serves the gulf market.
In the Pacific Northwest, we conduct our grain marketing operations through United Harvest, LLC (a 50% joint
venture with United Grain Corporation), and TEMCO, LLC (a 50% joint venture with Cargill, Incorporated). United
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Harvest, LLC, operates grain terminals in Vancouver and Kalama, Washington, and primarily exports wheat.
TEMCO, LLC operates an export terminal in Tacoma, Washington, and primarily exports corn and soybeans. These
facilities serve the Pacific market, as
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well as domestic grain customers in the western United States. We also own two 110-car shuttle-receiving elevator
facilities in Friona, Texas and Collins, Mississippi that serve large-scale feeder cattle, dairy and poultry producers in
those regions. In 2003, we opened an office in Sao Paulo, Brazil for the procurement of soybeans for our grain
marketing operations international customers. During the year ended August 31, 2007, we invested $22.2 million for
an equity position in a Brazil-based grain handling and merchandising company, Multigrain S.A., an agricultural
commodities business headquartered in Sao Paulo, Brazil, and currently have a 37.5% ownership interest. This
venture, which includes grain storage and export facilities, builds on our South American soybean origination and
helps meet customer needs year-round.

Our grain marketing operations purchases most of its grain during the summer and fall harvest period. Because of our
geographic location and the fact that we are further from our export facilities, the grain that we handle tends to be sold
later, after the harvest period, than in other parts of the country. However, as many producers have significant on-farm
storage capacity and in light of our own storage capacity, our grain marketing operations buys and ships grain
throughout the year. Due to the amount of grain purchased and held in inventory, our grain marketing operations has
significant working capital needs at various times of the year. The amount of borrowings for this purpose, and the
interest rate charged on those borrowings, directly affects the profitability of our grain marketing operations.

Products and Services

The primary grains purchased by our grain marketing operations for the year ended August 31, 2007 were corn

(507 million bushels), wheat (424 million bushels) and soybeans (354 million bushels). Of the total grains purchased
by our grain marketing operations during the year ended August 31, 2007, there were 537 million bushels from our
individual and cooperative association members, 262 million bushels from our country operations business, and the
remainder was from third parties.

Sales and Marketing; Customers

Purchasers of our grain and oilseed include domestic and foreign millers, maltsters, feeders, crushers and other
processors. To a much lesser extent purchasers include intermediaries and distributors. Our grain marketing operations
are not dependent on any one customer, and its supply relationships call for delivery of grain at prevailing market
prices.

Industry; Competition

Regulation. Our grain marketing operations are subject to laws and related regulations and rules designed to protect
the environment that are administered by the Environmental Protection Agency, the Department of Transportation and
similar government agencies. These laws, regulations and rules govern the discharge of materials to environment, air
and water; reporting storage of hazardous wastes; and the transportation, handling and disposition of wastes. Our grain
marketing operations are also subject to laws and related regulations and rules administered by the United States
Department of Agriculture, the Federal Food and Drug Administration, and other federal, state, local and foreign
governmental agencies that govern the processing, packaging, storage, distribution, advertising, labeling, quality and
safety of food and grain products. Failure to comply with these laws, regulations and rules could subject us to
administrative penalties, injunctive relief, civil remedies and possible recalls of products. We believe that we are in
compliance with these laws, regulations and rules in all material respects and do not expect continued compliance to
have a material effect on our capital expenditures, earnings or competitive position.

Competition. Our grain marketing operations compete for both the purchase and the sale of grain. Competition is

intense and margins are low. Some competitors are integrated food producers, which may also be customers. A few
major competitors have substantially greater financial resources than we have.
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In the purchase of grain from producers, location of a delivery facility is a prime consideration, but producers are
increasingly willing to transport grain longer distances for sale. Price is affected by the capabilities of the facility; for
example, if it is cheaper to deliver t