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Federal Election Commission
Office of General Counsel
999 E Street, NW
Washington, DC 20463

Re: Advisory Opinion Reouest

Dear Commissioners:

On behalf of the American Crystal Sugar Company ("American Crystal") and the
Red River Valley Sugarbeet Growers Association, Inc. (the "Association"), we
respectfully request an advisory opinion from the Federal Election Commission
("FEC" or "Commission") pursuant to 2 U.S.C. § 437f, regarding the use of the
FEC's trade association solicitation rules by the Association and the affiliation of
the Association and American Crystal.

In summary, American Crystal and the Association want to confirm that the
Commission's regulations permit them to solicit voluntary contributions from the
executive and administrative personnel and stockholders (and their families) of the
Association's member companies to the federal separate segregated fund of
American Crystal, American Crystal Sugar Company Political Action Committee
("American Crystal PAC"). Requestors want to ensure that this solicitation process
will comply with the Federal Election Campaign Act of 1971, as amended (the
"Act").

FACTS

Background on Requestors

A. The Association

Founded in 1926, the Association has represented the interests of sugarbeet growers
in North Dakota and Minnesota for almost 80 years. According to the Association's
Articles of Incorporation (attached hereto at Tab A), the purpose of the Association
is

o
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to advance the educational, civic and agricultural
interests of sugaibeet growers within the area of its
members; to insure that adequate sugarbeet
production research is carried on and the data made
available to members; to deal with the problems of
sugarbeet production and to improve and promote the
interests of sugarbeet growers; to assist members in
working with regulatory agencies; to promote grower
communication; to promote consumer and public
relations; to adopt and assist in the development of
beneficial public and governmental policies in
connection with sugarbeet production.

(Art. IV.)

In order to effectuate its stated purpose, the Association provides a variety of
services to its members. Among other things, the Association plays a central role in
working with Congress on all aspects of sweetener legislation, including the farm
bill and trade issues. It also works closely with the Minnesota and North Dakota
state legislatures on matters affecting growers. In addition, the Association works
with regulatory agencies on issues of importance to sugarbeet growers, and the
Association has worked in the past with entities in foreign countries on issues
related to international trade.

The Association consists of 2,859 dues-paying members, all of whom grow
sugarbeets in Minnesota or North Dakota. The members include individuals
(approx. 29%), partnerships (approx. 60%), corporations (approx 8%), and other
types of members (LLCs, estates, trusts, joint tenants, tenants in common). (See
Association Bylaws, Ait. I, attached hereto at Tab B. See also Bylaws, Art. Vffl
(dues).) According to its Articles of Incorporation, the Association "shall not afford
pecuniary gain, incidentally or otherwise, to any of its individual member or
officers, and no individual member, officer or employee... shall at any time,
receive or be entitled to receive any pecuniary profit from the operation of [the
Association], exception for reasonable compensation for services actually rendered
to the corporation.*1 (Articles, Art V.) The Association is governed by a board of
directors elected by its members and has its offices in Fargo, North Dakota.
(Bylaws, Arts, m, IV & V.)

The Association was formed by sugarbeet growers in the Red River Valley in 1926
when the American Beet Sugar Company, the precursor of American Crystal,
constructed its first sugar refinery in the Red River Valley. In 1973, under the
leadership of the Association, the members of the Association founded a
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cooperative that then purchased and merged with the pre-existing American Crystal
Sugar Company. Today there is a 99.5% overlap between the membership of the
Association and the owners of American Crystal.

The Association is exempt from taxation under section 501 (cX5) of the Internal
Revenue Code. (Attached hereto at Tab C is the recognition letter from the IRS.)

B. American Crystal

As discussed in EEC Advisory Opinion 1986-7, American Crystal is an agricultural
cooperative incorporated under Minnesota Law. It purchases sugarbeets and
processes them into sugar and related co-products. At present, it has 2,873 common
shareholders. (See American Crystal Articles of Incorporation and Bylaws,
attached hereto at Tab D.) Each member of the cooperative holds one share of
common stock and, accordingly, has voting power in the affairs of the cooperative,
including the election of its board of directors. American Crystal's annual reports
can be found at http!//www.crvstalsugar.copV-

With respect to Association activities, American Crystal, among other things,
collects Association dues from all of the Association's members by withholding the
dues from the beet payments of the members and then forwarding the withheld
funds to the Association. These annual dues amounted to approximately $ 1.3
million in 2004 and constitute almost 100% of the Association's revenue. In
addition, at least once per year, the board of directors of American Crystal holds an
informal meeting to which the factory district boards of directors (regional boards)
of the Association are invited. (See American Crystal Articles, Art. in, Sec. 14.)

Proposed Solicitation Program

The Association and American Crystal propose to solicit voluntary contributions to
American Crystal PAC from the executive and administrative personnel and
stockholders (and their families) of member corporations in the Association that
have provided the Association with exclusive, written approval for such solicitation
for the given calendar year. Solicitations would be made in oral and written form
and would be accompanied by all legal notices and disclaimers required by the
FEC's regulations.

QUESTIONS PRESENTED

1. Whether the Association is a "trade association" under the Commission's
regulations?
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2. Whether the Association and American Crystal are affiliated for purposes of
theFECA?

3. . Whether American Crystal and the Association may solicit the executive and
administrative personnel, stockholders, and families of the Association's
member companies that have provided prior approval to American Crystal
PAC7

DISCUSSION

Section 501(cX5) of the Internal Revenue Code provides tax-exemption for
"P]abor, agricultural, or horticultural organizations." I.R.C. § S01(cX5). Such
organizations must M[h]ave no net earnings inuring to the benefit of any member."
Treas. Reg. § 1.501(c)(5)-l. Section 501(c)(6) of the Internal Revenue Code
provides tax exemption for M[b]usiness leagues, chambers of commerce, real-estate
boards, boards of trade, or professional football leagues..., not organized for
profit and no part of the net earnings of which mures to the benefit of any private
shareholder or individual." I.R.C. § 501(cX6).

Under the Commission's regulations, a "trade association" is defined as follows:

A trade association is generally a membership
organization of persons engaging in a similar or
related line of commerce, organized to promote and
improve business conditions in that line of commerce
and not to engage in a regular business of a kind
ordinarily carried on for profit, and no part of the net
earnings of which inures to the benefit of any
member.

11 C.F.R. § 114.8(a). Under FEC regulations, a trade association may solicit
contributions for its connected separate segregated fund from the executive and
administrative personnel and stockholders (and their families) of member
companies in the trade association that have provided the trade association with
exclusive, separate, specific, prior written approval for such solicitations.1 IdT

§ 114.8(bMe).

Per 2 U.S.C. § 441a(a)(5), for purposes of the contribution limitations provided
earlier in § 441a(a), MaU contributions made by political committees established or

Trade associations also may solicit contributions from its own executive and administrative
personnel and their femffies. 11CRR. f 114.8(i).
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financed or maintained or controlled by any corporation, labor organization, or any
other person, including any parent, subsidiary, branch, division, department, or local
unit of such corporation, labor organization, or any other person, or bv any group of
such persons, shall be considered to have been made by a single political
committee." (emphasis added). See also 11 CF.R. § 110.3(aXl) ("all contributions
made or received by more than one affiliated committee... shall be considered to
be made or received by a single political committee"). Sections 100.5(gX2) and
110.3(a)(lXii) of the Commission's regulations basically repeat the statutory
definition of affiliated political committees, with additional parameters not
applicable here. Committees are per se affiliated if they are established, financed,
maintained, or controlled by, among other things M[a] single corporation and/or its
subsidiaries;" and M[t]he same person or group of persons." fiL § 110.3(a)(2XO &
(v).

If any group of entities does not automatically fall within the definitions spelled out
in the statute and regulations above, the Commission applies various factors "to
determine whether the presence of any factor or factors is evidence of one
committee or organization having been established, financed, maintained or
controlled by another committee or sponsoring organization." 11 C.F.R.
§§ I00.5(g)(4)(ii) & 110.3(a)(3)(ii).a

The factors are as follows:

(A) Whether a sponsoring organization owns a controlling interest in the voting
of the sponsoring organization of another committee;
(B) Whether a sponsc»ringoiganization or comnuttee has the authority or abffity to <^
participate in the governance of another sponsoring organization or committee through provisions of
constitutions, bylaws, contracts, or other rules, or through formal or informal practices or procedures;
(C) Whether a sponsoring organization or committee has the authority or ability to hire, appoint,
demote or otherwise control the officers, or other decision-making employees or members of another
sponsoring organization or committee;
(D) Whether a sponsoring organization or committee has a comnwn or overlapping membership
with another sponsoring organization or committee which indicates a formal or ongoing relationship
between the sponsoring organizations or committees;
(E) Whether a sponsoring organization or committee has common or overlappmg officers or
employees with another sponsoring organization or committee which indicates a formal or ongoing
relationship between the sponsoring organizations or committees;
(F) Whether a sponsoring organization or committee has any members, officers or employees who
are members, officers or employees of another sponsoring organization or committee which indicates
a formal or ongoing relationship between the sponsoring organizations or committees, or which
indicates the creation of a successor entity;
(O) Whether a sponsoring organization or committee provides funds or goods in a significant
amount or on an ongoing basis to another sponsoring organization or committee, such as through
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1. The Association Is a Trade Association under the Commission's Rules

After comparing the activities and purpose of the Association with the
Commission's definition of "trade association," it is clear that the Association
fulfills all of the elements of the Commission's definition and should be treated as a
"trade association" for campaign finance purposes. The activities of the Association
are exactly those prescribed in the regulations, even if the Association has received
its tax exemption from the IRS under section 501(cX5) of the Internal Revenue
Code.

According to the Explanation and Justification sent by the EEC to Congress in the
late 1970s, the Commission's definition of "trade association" is based on the
definition of "business association" under the IRS rules for section 501(c)(6) tax-
exempt organizations. FEC, Explanation and Justification, H. Doc. No. 95-44,95th

Cong., ltt Sess. At 112 (1977). See §Jsfi FEC Advisory Opinions 1977-44 ("The
Explanation and Justification to this section states it is based on the treatment in the
tax code of business associations, 26 U.S.C. §§ 501(cX6). See Treasury Regulation
SS 1.501(c)(6>l defining a 'business league' (which is exempt from tax under
§§ 501(c)(6)) as 'an association of persons having some common business interest,
the purpose of which is to promote such common interest and not to engage in a
regular business of a kind ordinarily carried on for profit'") and 1985-37 (citing
FEC Advisory Opinion 1977-44). As can be seen in FEC Advisory Opinion 1977-
44, the FEC definition of "trade association" does not repeat verbatim either the
definition of organizations exempt under section 501 (cX6")—("Business leagues,
chambers of commerce, real-estate boards, boards of trade, or professional football
leagues..., not organized for profit and no part of the net earnings of which inures
to the benefit of any private shareholder or individual.")9—or the IRS regulatory

(Continued . . .)
direct or indirect payments for administrative, ftadraising, or other costs, but not including the
transfer to a committee of its allocated share of proceeds jointly raised pursuant to 1 1 GFR 102.17;
(H) Whether a sponsoring organization or committee causes or arranges for funds in a significant
amount or on an ongoing basis to be provided to another sponsoring organization or committee, but
not including die transfer to a committee of Hs allocated share of proceeds jointly raised pursuant to
11CFR 102.17;
(I) WhdhfflT f "pPim?*^ MtflMdMthm flr B r^MMttiftf JM» nr its agent tuid »n •fttiyy ffT fignififfMlf Iftle fa

the formation of another sponsoring organization or committee; and
(J) Whether the sponsoring organizations or committees have similar patterns of contributions or
contributors which indicates a formal or ongoing relationship between the sponsoring organizations

In fact, not an organizations qualifying for exemption under section 501(cX6) may be able
to qualify as trade associations under the FEC's definition. gg£ FEC Advisory Opinion 1985-37
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definition of "business association" in Treas. Reg. § l.S01(c)(6)-l ("A business
league is an association of persons having some common business interest, the
purpose of which is to promote such common interest and not to engage in a regular
business of a land ordinarily carried on for profit").4 The text of the EEC's
regulation shows that the FEC did not merely subsume an IRS definition into its
provisions, but rather crafted its own independent definition as informed by the tax
code. The Commission did not put a reference to the Internal Revenue Code or
Treasury Regulations into section 114.8, nor did it mandate compliance with any
specific tax provision. The Commission's definition of "trade association" does not
mandate tax exemption under section 501(cX6).

As a result, the question of whether an organization is a trade association under FEC
regulations depends on whether the organization fulfills the elements of the FEC's
definition. The Association does so qualify. First, the Association is a membership
organization with 2,859 members, all of which, among other things, pay annual
dues and receive the right to vote in the Association's affaire, including the election
of the Association's board of directors. Second, all of the members of the
Association engage in a similar or related line of commerce. As the Association's

(Continued...)
(denying "federation of trade associations** status to die Michigan Chamber of Commerce because,
among other things, its members did not pertain to a similar or related line of commerce).

The current definition for "business association" in the Treasury Regulations also provides
as follows:

It is an organization of the same general class as a chamber of
commerce or board of trade. Thus, its activities should be
directed to the improvement of business conditions of one or
more Janes of business as distinguished from the performance of
particular services for individual persons. An organization
whose purpose is to engage in a regular business of a land
ordinarily carried on for profit, even though the business is
conducted on a cooperative basis or produces only sufficient
income to be self-sustaining, is not a business league. An
association engaged in furnishing information to prospective
investors, to enable them to make sound investments, is not a
business league, since its activities do not further any common
business interest, even though all of its income is devoted to the
purpose stated. A stock or commodity exchange is not a
business league, a chamber of commerce, or a board of trade
within the meaning of section 501(cX<5) and is not exempt from
tax.

Treas. Reg. §1.501(cX6>l.
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name implies, all of the members are involved in the raising of sugarbeets.5 Third,
as can be gleaned from the Association's Articles of Incorporation, the Association
is organized to ''promote and improve the business conditions" in the sugarbeet
industry by, among other things, advocating for sugarbeet interests before Congress
and in Minnesota and North Dakota and working with regulatory agencies with
respect to issues affecting sugarbeet growers.6 Finally, because the Articles of
Incorporation make clear that the Association is to engage in advocacy for the
industry and its members, it is clear that the Association does not engage in a
regular business of a land ordinarily carried out for profit, activity mat, in any event,
would be inimical to the Association's tax exempt status under section S01(c)(5).
(In line with Treasury Regulations applicable to 501(cX5) organizations and parallel
to the statutory exemption requirements applicable to S01(c)(6) organizations, the
Articles of Incorporation also state that no part of the net earnings of the
Association 'Inures to the benefit of any member.")

The Association, then, fulfills the letter and spirit of the Commission's trade
association regulation through its purpose and activities. Accordingly, the
Association is a trade association under section 114.8.

2. The Association and American Crystal Are Affiliated

Based upon the factors put forward by the FEC in its regulations, the Association is
affiliated with American Crystal. At least four of the affiliation factors are
implicated by the relationship between the two entities.

First, there is a 99.5% overlap in membership of the two organizations. All of the
members of the Association own the shares of American Crystal, and 99.5% of the
shareholders of American Crystal are members of the Association. As a result of
this overlap, the same group of persons ultimately control both organizations. See
11 C.F.R, §§ 100.5(g)(4)(ii)(D) & 110.3(a)(3)(ii)(D).

Moreover, control is further solidified over both organizations by virtue of the fact
that all of the directors of the Association are shareholders of American Crystal, and
14 of the 15 directors of American Crystal are members of the Association. See id.
§§ 100.5(g)(4)(ii)(F) & 110.3(a)(3Xii)(F).

The U.S. Supreme Gout has ruled that almost all production of foodstufft, even at
subsistence levels, is in interstate commerce. Sfifc e.g.. Wickard v. Fflburn. 317 U.S. 111 (1942).

These government affairs activities are similar to the activities of 501(cX6) trade
associations as described in, among other places, FEC Advisory Opinions 1995-12 A1982-2.
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Third, the overlapping membership exists because of the history of the two
organizations, Tne Association's members constituted the group that initiated the
effort of the growers to buy the old American Crystal Sugar Company in the early
1970s. As a result, the Association played a major role in the founding of what is
now American Crystal because the old company was purchased by a cooperative
newly formed by Association members. See & §§ 100.5(g)(4Xii)(I) &
110.3<BX3XiiXI).

Finally, American Crystal plays a critical role in the funding of the Association.
Basically, American Crystal withholds Association dues payments from 99.5% of
the beet payments American Crystal makes to its shareholders (who are also its
suppliers), and American Crystal transmits those funds directly to the Association.
See ji §§ 100.5(gX4)(iiXH) & 110.3(aX3Xu'XH). These funds constitute 100% of
the Association's revenues.

From the above facts, it is clear that the Association and American Crystal are
affiliated. Although they are separate legal entities with different functions, they are
controlled by the same group of Minnesota and North Dakota sugarbeet growers,
have ongoing financial interactions with each other, and, in the case of the
Association, participated in the founding of the other. See FEC Advisory Opinion
1996-26 (finding a corporation and association to be affiliated and allowing the
corporation to act as a collecting agent with respect to contributions to the
association's PAC).

3. As Affiliates, American Crystal and the Association May Solicit
Contributions from the Restricted Class for American Crystal PAC

Because the Association is an affiliate of American Crystal, any federal PAC
established by the Association would be affiliated and share contribution limits with
American Crystal PAC. 11 C.F.R. § 110.3(a)(l). Moreover, the Association would
be able to solicit contributions for its connected PAC from its restricted class, which
includes the Association's executive and administrative personnel (and their
families) as well as the executive and administrative personnel and stockholders
(and their families) of the corporate members of the Association that have provided
the Association with exclusive, written approval for solicitations during that
calendar year. Id. § 114.8.

Pursuant to Commission precedent, an affiliate of a connected organization is in
essentially the same position vis-a-vis the connected PAC as the connected
organization itself. See, e.g.. FEC Advisory Opinions 2000-15 & 1987-34. As a
result of this precedent and given the rules of affiliation and the rights of a
connected organization with respect to its own PAC, the Commission has permitted
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entities to solicit the respective restricted classes of the entities' affiliates. See, e.g..
FEC Advisory Opinion 2002-15 (finding affiliation between two trade associations
and permitting the solicitation of each trade association's restricted class for the
connected PAC of one of the trade associations); FEC Advisory Opinion 1996-49
(permitting the connected PAC of a corporately-owned partnership to solicit the
restricted classes of its corporate affiliate and of other affiliates of the corporate
affiliate); FEC Advisory Opinion 1996-38 (permitting a trade association affiliated
with an unincorporated association of business to solicit the trade association's
restricted class for the unincorporated association's connected PAC).

Accordingly, as an affiliate of the Association, American Crystal may solicit the
Association's restricted class (as described in 11 C.F.R. § 114.8) for contributions to
American Crystal PAC since the Association could solicit this same group for an
Association PAC if one existed. In addition, American Crystal may pay all of the
costs associated with this solicitation. §gg, e.g.. FEC Advisory Opinion 2000-15.

Our clients respectfully request an advisory opinion confirming the above.

Sincerely,
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COPY

BY-LAWS OF THE RED RIVER VALLEY SUGARBEET
GROWERS ASSOCIATION, INC.

(Including Amendments through December 3,1993 Annual Meeting)

ARTICLE I

QUALIFICATIONS OF MEMBERS

Section 1. The membership of this corporation shall be limited to Individuate, co-

partnerships or corporations growing sugarbeets within the. State of Minnesota or North

Dakota. A tenant or lessee of lands used for the production of sugarbeets is. eligible for
. • • , .

membership as are the owner-lessors of lands so used under a share crop rental

contract The number of members shall be unlimited.

Section 2. Members of this corporation shall be organized into factory district

organizations and each member hereof shad be a member of his specific factory district

organization. Such factory district organization shall elect their directors to this

corporation as hereinafter provided. In the event a member shall haul or. shlf>

sugarbeets to more than one sugar refining factory, he shall be entitled to select the

factory district organization 'to which he wishes to belong, but no grower shall be

entitled to belong to more than one factory district organization.

ARTICLE II . .

-. CLASSIFICATION OF MEMBERS
* ". .

There shall be only one class of membership in this corporation.

ARTICLE III

Each member shall be entitled to cast one vote at all meetings of members; no

votes shall be cast by proxy. . . . . .

A corporation member shall be represented by such person as is nominated or

appointed by it. Such appointments by corporate members shall be certified In writing

to the secretary of this corporation in advance of the meeting at which the corporate,

member casts its ballot .•



ARTICLE IV

MEETINGS OF MEMBERS

Section 1. One regular meeting of the members of this corporation shall be

each year at such time and place within or without the State of North Dakota as is

determined by the directors. •:' .

Section 2. Special meetings of the members of this corporation may be called *at~

any time by the President or by the Board of Directors or by not less than fifty (50) of

the members, in which event all of the names' of such members shall appear InrtHe '

notice of call of such meeting. If such members desire a meeting, they shall mak&.g

written request to the President, Vice President or Secretary of the corporation to call a

special meeting and advise him of the purpose of such meeting; such officer shall give '

notice of the meeting which shall be held between ten (10) and sixty (60) days after

receiving the request If the officer fails to give notice of the meeting within seven (7)

days after the request is made, this persons who requested the meeting may fix the

time and place of the meeting and gfye'ndtice in the manner provided herein for the

giving of notice of special meetings to the members.

Sectinn 3. The notice of a meeting of members shall be a written notice and

shall state the time and place and in case W a special meeting, the purpose of the

meeting. It shall be delivered to each membe/personally, or by mail at the address last

shown on the corporate records or knowrTttxihe persons calling the meeting; ft shall be
" *•' • "

• ••%"v * •
delivered or mailed not less than five (6) nor more than thirty (30) days before the

meeting. • ' .-"??*.';

Section 4. A quorum for meetings of the members Is five percent (5%) of the

total voting membership. '"£*&£**.•

Section s. When a meeting of members is adjourned to another time or place,

notice of the adjourned meeting need not be given other than by announcement at the

meeting at which the adjournment is taken.. '

Page 2



. Section e. If a quorum shall not be present at any meeting of the mernbcre, the

members present in p,erson shall have the power to adjourn the meeting from time to

time, without notice other .than announcement at the meeting adjourned, until the

requisite number of members to constitute a quorum is. present, at which time any

business may be transacted which might have been transacted at the meeting as

originally noticed. . . - . ' •

Section 7. At the discretion, of the Board of Directors, members of the

corporation shall be entitled to vote by mail on any issue provided the notice of the

meeting shall so notify the.members that the question will be voted upon by mad. In

such case, the Directors shall prepare and send to each member an appropriate ballot

with voting instructions which shall accompany the notice of meeting. When voting by

mail is proposed on a particular issue by the Board of Directors, the members so voting

shall be counted toward a quorum as though they had personally attended the meeting.

The .entire vote on a single issue may be made by mail ballot .If so stated In the notice

and such a vote shall have all of the effects of a vote taken at a regular special meeting

of members provided that at least 20% of the membership so votes. Each notice of

meeting shall be sent with two envelopes and a ballot One of the envelopes shall be

addressed to the corporation at its office, and another envelope shall be marked
% "Ballot* The instructions accompanying the notice of the meeting shad instruct the

member to vote on the issue, place his ballot in the envelope marked "Ballot," seal the

same, and place It in the second envelope addressed to the corporate office. .None of

the ballot envelopes shall be opened until the meeting upon which the Issue win be

voted upon has been called to order end the issue considered at the meeting and all

ballot envelopes shall remain sealed until that time. .

ARTICLE V

DIRECTORS AND MEETINGS OF DIRECTORS —

Section 1. Board of Directors. The Board of Directors shall be made up of the
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.members of the Boards of Directors of the respective factory district organizations, but

each factory district organization shall only be entitled to ten votes on the Board of

Directors regardless of how many individual members of Its board shall serve on the

Board of Directors of the Red River Valley Sugarbeet Growers Association. Factory

'district organizations shall be approved by the Board of Directors at Its annual meeting

land each factory district organization which has been approved shall be entitled tpv:. *••<

designate two (2) of Its members and one (1) alternate, all of whom must be a member..

of the Board of Directors of this corporation, together with the officers of this association.- .

to act as an executive committee, which shaft, to the extent determined by the board,...

have the authority of the board in the management of the business of the corporation.

Individuals designated as members or alternates to the executive committee must be a

member of the Board of Directors of the Association. The executive committee shall, at

all times, be subject to the control and direction of the board and shall act only in the

• interval between meetings of the board. A-majority of the executive committee shall

constitute a quorum at the meeting of such committee. Members of the executive

committee shall be (elected for a one (1) year term and no member of the executive

committee shall be eligible to serve fore more than ten (10) consecutive one (1) year

terms. In the event that factory district has articles or by-laws which are contrary to this '

provision and permit service as a member erf the executive committee for a longer

period of time, nevertheless, eligibility to serve on the executive committee of the Red
• * • * "* • °

River Valley Sugarbeet Growers Association; Inc. shall be governed by the By-Laws of

the Red River Valley Sugarbeet Growers Association, Inc. No member of the Board of

Directors of American Crystal Sugar Compan/cobperative or any other sugar refining

company shall be eligible to serve on either the executive committee or the Board of

Directors of'this corporation during his term of office as a director of a sugar refining

company. No one shall be eligible to serve more than twelve (12) consecutive years as

a member of the Board of Directors. The frequency of election and term of office of a
- * *. •
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director shall be determined by each factory district organization, but the total length of

. service of any director shall not be more than twelve (12) consecutive yearn.

Section 2. The Board of Directors shall have one regular annual meeting, which

shall be held within ten (10) days before or after the regular annual meeting of the

members. At such meeting, the directors shall elect the President of the corporation.

The executive committee shall elect all other officers. Special meetings of the directors

may be called at any time by the President or by three (3) or more of the directors. The

Board of Directors may fix the time and place for other regular meetings of the directors.

A written notice of all meetings, other than the regular annual meeting and of regular

meetings fixed by the directors, shall be given to each director personally or by mail not

less than five (5) days prior to the date fixed for the meeting. In afl cases, the date of

, mailing shall be deemed to be the date at which mailed notice is given. '

Section 3. In the event a vacancy occurs on the Board of Directors, the factory

district board on which such vacancy occurs shall have the right to fill said vacancy by

majority vote of that particular factory district Board of Directors. . .

' Section 4. A quorum for.meetings of the directors shall be a majority of the

members of the board. If a quorum shall not be present at a meeting, the members

present, though less than a quorum, shall have the power to adjourn *ar meeting from

time to time without notice other than announcement at the meeting adjourned, until a

quorum is present, at which time any business may.be transacted if such business

might properly have been transacted at the meeting as originally noticed.

Section 5. Directors may be paid for their services to the corporation as

authorized by the members; they shall receive expenses incurred while attending

meetings, to be paid put of funds of the corporation. . " • . • •

Section e. Authority of Directors. Hie directors are authorized to:

(a) Call special meetings of the board in their discretion. Such meeting* shall' * •. *• • *
be called by the directors or by the President or any officer when and
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within fifteen .(15) days after written request therefor, signed by ten
.

. percent.(10%) of the members of the corporation, if filed with the

Secretary.

(b) Elect and at their pleasure to remove all .agents and employees of the

corporation, including any executive secretary thereof and. to fix their

' compensation, prescribe their duties and enter into employment contracts.

. of any kind not specifically prohibited by the members. : .-*» •

(c) Conduct, manage and control the business and affairs of the corporation

and make rules and regulations for the guidance of the officers, agents

and employees of the corporation. • '

(d) Incur indebtedness and to direct arid authorize the President, Vice

President, Treasurer land Secretary or any or all of them to execute on

behalf of the corporation, any contracts, notes, mortgages or legal

documents or evidences of indebtedness. .

(e) Do all other things permitted by law and not prohibited by these By-Laws.

Section 7. Duties of Directors: It shall be the duty of the Board of Directors:

(a) To keep a complete record of all its acts and of the proceedings of its

meetings and to present a fill statement at the regular annual meeting of

the members, showing in detail the condition of the affairs of the

association. A similar statement shall be presented at any other meeting '
* ° * *

of the members when .such, is- required by ten percent (10%) of the

membership. . :.'

(b) To supervise all officers, agents and employees, and to see that their

duties are properly performed. •••' . •••: •'

(c) To install such a system of bookkeeping and auditing,that each member

may know and be advised from time to time concerning the receipts and

disbursements of the association; to cause the books of the association to
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be audited in accordance wfth good accounting practice. ' .

(d) To represent the members In negotiating matters of contract price,

cultural methods, crop delivery and other matters relating to the

production and sale of sugarbeets, the promotion of new techniques in

respect thereto, and of sugar consumption, and to represent the

membership in negotiating and approving all agreements relating to these

and other matters with processors, promotional arid technical agencies

and governmental departments, agencies, representatives and. officials.

(e) To do all other things required of them by law. .

ARTICLE VI

OFFICERS '

The officers of the corporation shall be a President, a Vice President, a

Secretary, and a Treasurer, all of whom shall .be elected for periods of one year and

until their successors have been elected arid qualified with the provision, however, that

no officer may serve more than four (4) consecutive one-year terms in any. one office.

Election for officers shall only be. valid if nominations are first made by secret ballot prior

to the vote upon such office The voting shall also be by secret ballot- The Board of

Directors shall elect the President of the corporation, but the executive committee shall

elect all other officers of the corporation from the members of the executive committee.

The President need not be a member of the executive, committee or of the Board of

Directors, but must be a member of the association when elected as President All

.other" officers shall be elected from the members of the executive, committee.

The Board of Directors may appoint an Executive Secretary and one .or more

assistance secretaries to serve at the pleasure of the board. These appointive officers

shall not be subject to the limitations relative to terms of office and elections as set forth

in the preceding paragraph relative to elective officers. . T
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ARTICLE VII

DUTIES OF OFFICERS

PRESIDENT: The President shall preside at all meetings of the members and of

the directors; shall sign all contracts and .other instruments in writing authorized by the

directors or required by law; shall call meetings of the members or.of the directors

whenever required so to do by these By-Laws and shall do and perform all other sots*

required of him to be done by the Board of Directors. . >*-.i

VICE PRESIDENT: The Vice President shall perform the duties of the President

in the absence or incapacity of the President and perform and .do all other acts required

of him to be done by the Board of Directors.

SECRETARY: The Secretary shall keep all minutes of ad regular and special

meetings of members and directors; give all notice of meetings; keep the seal.of the

corporation all records, contracts .and instruments of the corporation unless specifically

required by these By-Laws or by the directors to be kept by another officer, agent or

employee; to do all other things incidental to duties of Secretary or required of him to be

done by the Board of Directors. •. .

TREASURER: The Treasurer snail keep the money of the corporation arid shall

sigh all documents required to be signed, by law or by these By-Laws or by the

directors; shall prepare and make financial reports as called upon by the directors or by

the President at meetings of the members or of the directors; and shall do all other

things incidental to the office of Treasurer or as prescribed by the Board of Directors.

The Treasurer shall be bonded to the corporation in such sum as the directors

.determine, the premium for such bond to be paid by the corporation.

EXECUTIVE SECRETARY: Tho Executive Secretary shall generally supervise

the business operations of the corporation to such extent as is prescribed.by the

directors and under their direction. • •• . •—.



ARTICLE VIII • ; *

DUES OF MEMBERS

The annual dues to be paid by and collected from or on behalf of each member

shall be in such amount as is determined by the Board of Directors, but no member

shall be required to pay due in excess of seventeen and one-half cents a ton for each

ton of sugarbeets produced by the member during the year for which the dues are

accessed of which no more than twelve cents shall be used for the general operations

of the corporation and up to one-half cent of additional dues shall be collected and

returned to the various factory district organizations for use by them to finance their

general operations if requested by them and if a check off Is requested to cover such

factory district dues and no more than five cents for research projects sponsored by the

corporation. The full amount of such dues shall be collected by the corporation from all

tts members and any member refusing to pay such dues shall thereupon cease to be a

member of the corporation, and if a director or officer, shall cease so to be. Groups of

growers located within a county shall have the option of organizing themselves into

county organizations. If such growers choose to do so, then said county organizations

shall have the right to assess an additional sum of one-half cent a ton, which dues shall

be collected by the corporation and turned over to said county organization in those
• • • •

counties that have organized on a county basis. Counties which choose not to

organize on a county basis shall not be assessed the said one-half cent per ton dues.

ARTICLE IX

AMENDMENTS OF BY-LAWS
1 •• r

The By-Laws may be amended at any regular or special meeting of the members

called for that purpose providing that notice of the meeting stating the purpose thereof

shall be given to each member authorized to vote on the proposed amendment to thd

By-Laws. The amendment shall be effective upon obtaining two-thirds votcTof the

members either personally present or voting by mall as provided in Article IV, Section 7.
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Upon petition of not less than 50 members of the association, the Board of Directors

shall call a special meeting for the purpose of voting on a proposed amendment to (he

By-Laws. . ;

ARTICLEX° * i
CORPORATE SEAL

The corporate seal shall have inscribed thereon the name of the corporation and-,

the words "Corporate Sear and "North Dakota." . ••:

ARTICLE XI

Roberts' Rules of Order shall be used and followed by the presiding officer

conducting all meetings of the members or directors. . . . . .

ARTICLE XII

The membership list of this corporation shall not be used other than by the

corpqration. .

.ARTICLE XIII

The fiscal year of the corporation shall be November 1 through October 31.

ARTICLE XIV

DISTRIBUTION OF ASSETS UPON DISSOLUTION

Upon dissolution of this corporation, the assets of the corporation shall be

distributed in the following manner

(1) To the payment of the costs and expenses incident to the dissolution of

liquidation proceedings. • .

• (2) . To the payment of all liabilities and obligations of the corporation.

(3) Property and assets held by this corporation upon condition or subject to an

executory or special limitation, if the condition of limitation occurs by reason of
. • * *

the dissolution of the corporation, shall revert, be returned, transferred or

conveyed In accordance with the condition of limitation. —.
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(4) Property and assets held for or devoted to a specific .designated purpose of use

shall be transferred or conveyed to an organization designated by the Board of

Directors of this corporation, which will, as nearly as can,, accomplish the genera)

purpose for which said assets, were held.

(5) Any remaining property and assets of this corporation shall be distributed to that

organization, designated by the Board of Directors of this corporation, which will,

as nearly as can, accomplish the general purpose of .this corporation.

The foregoing By-Laws, as amended, were duly adopted by the members of the

corporation at the annual meeting of the members of the corporation held at Fargo,

North Dakota on the 3rd day of December, 1993.

Jim Ross, Secretary
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Internal Revenue Service

Dote: August 9,2006

RED RIVER VALLEY SUGARBEET GROWERS
ASSOCIATION INC
140132NDSTSW
FARGO ND 58103-3428 998

Department of the Treasury
P.O. Box 2608
Cincinnati, OH 45201

Person to Contact*
Yvette Davis 31-07751
Customer Service Representative

ToU Free Telephone Number:
fcao wo. toft*9pjn.er
877-829*600

FaxNumben
. 513*283-3768

Dear Sir or Madam: ; .

Thte la In response to your request of August 9, 2005, regaixJIngafflnriatlon of the tax exempt status.

Our records Indicate that a determination letter Issued In March 1979 granted this organization exemption from
fsdmllncome tax under section 501(cX5) of the Internal Revenue Code. That totter is still In effect

Because this organization Is not one described In section 170(c) of the Code, donors may not deduct
contributions made to IL

If you have any questions, please call us at the telephone 'number shown In the heading of this letter.

• • Sincerely,

Marilyn Baker, Manager, TE/GE
Customer Account Services





Amended and Reflated
ArtldeioflDcorporalloii

of
American Ciyital Sugar Company

ARTICLE I
NAME, PURPOSE AND NATURE OF BUSINESS

Section 1. Tie name of this cooperative coiporaticmshaU be Am

Section!. The purpose of mis corpcn^on shall be to recer^
maiket the agricultural products of its shareholders and other persons; to purchase, handle, and
distribute agricultural supplies and equipment to its shareholders and other persons; and to
perform any and all related services for its shareholders and other persons. To mis end, all of
this corporation's activities shall be cond\Krted upon the cooperative plan and ft shall have aU of
me pcwer raw or hereato granted to such cooperative • .

Section 3. The general nature of the business of tide corporation shall be to engage in any
activity in connection with the marketing, seOm& preserving, diyin^
storing, handling, shipping or utilization of sugarbeets and other agricultural products produced
or delivered to it by its shareholders and other persons and wim me iiianufactaring ai^
of the by-products thereof to provide facilities and services therefore, and to engage in any
activities in connection with the purchasing; manufacturing, selling, warehousing,
shipping, distributing, and otherwise dealing in and procuring for its shareholders or other
persons, any and all kinds of supplies and equir^ent and to perfom any and aU sendees to or for
its shareholders or other persons as may be required by them in their respective operations, and
in the financing of such activities.

Section 4. The principal place of transacting the business of this corporation shall be in the City
of Moorhead, County of Gay and State of Minnesota. The* current registered office is: 101
North Third Street, Moorhead, Minnesota 56560.

Section 5. This corporation shall not market the products of non-shareholders in an amount, the
value of which exceeds the value of the products marketed for shareholders. It shall not
purchase supplies and equipment for non-shareholders in an amount, the value of which exceeds
the value of supplies and equipment purchased for shareholders.

ARTICLE H
PERIOD

The period of duration of this corporation shall be perpetual.



ARTICLE m
CAPITAL STOCK

Section 1. The maximum amount of authorized capital stock of mis corporation abaU be
$46,102,000, divided into $40,000 par value common stock and $46,062,000 par value preferred
stock. The common stock shall be divided into 4,000 shares of the par value of $10 each. The
preferred stock shall be divided into 600,000 shares of the par value of $76.77 each. No
d\ddeiKlshaUbepiudondtfaerme<xiimnonttockorprefm^8tock.

Section 2. Only the holders of common stock shall have voting power in this corporation. An
individual person shall not be permitted to cast niore than one vote on any matter submitted for a
vote of the common shareholders, whether acting on behalf of such individual, as a voting
representative of a common shareholder which is not a mmnlpenon, or a combination of bom.

Section 3. The ownership of the common stock in this corporation shall be restricted to
"operators" who reside in the territories served by tins corporation. The bylaws shall define the
term "operator" and may further restrict common stock ownership to operators who purchase
securities of tins corporation in an amount and of a type prescribed by me board of directors.

Section 4. The preferred stock shall be preferred as to assets upon dissolution. In the event of
dissolution, the holders of preferred stock shall be entitled to be paid the par value of their shares
prior to any payments to the holders of common stock.

Section 5. The holders of common stock shall not be entitled, as shareholders, to any share in
the savings of this corporation and the net income in excess of additions to reserves shall be
distributed to common shareholders on the basis of patronage. Patronage refunds may be
distributed in cash or credits as more particularly provided in the bylaws. Patronage dividends
distributed in credits shall be redeemable only as directed by the board of directors. The records
of this corporation may show the interest of shareholders in the reserves, m the event of
dissolution such dividends shall be paid after the redemption of the preferred stock but prior to
redemption of the common stock.

Section 6. Shares of the capital stock of this corporation shall be transferable only with the
approval of the board of directors.

ARTICLE IV
DIRECTORS

Section 1. The governance of this corporation shall be vested in a board of not less than five (5)
directors; the exact number to be stated in the Bylaws. All members of the board of directors
shall be either common shareholders of this corporation, or hi the case of a common shareholder
who is other man a natural person, a duly appointed or elected representative of such common
shareholder who meets the qualifications for directors set forth m the Bylaws.

Section 2.. Members of the board of directors shall be elected at the factory district meetings of
the common shareholders of this corporation for such terms and in-such manner as prescribed hi
me bylaws. The bylaws shall provide that directors be elected from the various geographical
areas served by this corporation, which areas shall be the factory districts.



Section 3. No director of this corporation shall be powmally liable to ttis corporation or its
shareholders fin: monetary damages for breach of fiduciary duty as a diiector, except for liability:

(t) For a breach of. the director's doty of loyally to this corporation or its
shareholders;

(b) For actions or omissions not in food faith or that involve intentional misconduct
or a knowing violation of the law;

(c) For a transaction from which the director d^ved an iniriroper personal benefit; or

(d) For an act or omission occurring prior to the date when the provisions of this
section became effective*

It is the intention of the shareholders of this corporation to riirnhiatft or limit the personal liability
of the directors of fids corporation to the greatest extent permitted under Minnesota law. If
amendments .to the Minnesota Statutes are passed after this section becomes effective which
authorize cooperatives to act to father eliminate or limit the personal liability of directors, men
the liabilities of the directors of this corporation shall be dfminatod or limited to the greatest
extent permitted by the Minnesota Statutes, as so amended. Any repeal or modification of mis
Section by the shareholders of fins corporation shall not adversely affect any right of or any
protection available to a director of this corporation with respect to acts which occurred prior to
tibe time of such repeal or modification*

ARTICLE V
mCQRPQRATORS

The names and addresses of the incoxporators of this cooperative association are as follows:

Wilbum Brekken Crookston, Minnesota 56716
Lloyd Mbrwood Forest River, North Dakota 58223
Herb Anderson Hillsboro, North Dakota 58045
WalterNyquist . Route2

Moorhead, Minnesota 56560
A.C.Bloomquist 516 South 7th Street

Moorhead, Minnesota 56560
Tom Shiner Route 1

Casselton, North Dakota 58012
Alfred Jensen Stephen, Minnesota 56757
PatrickBenedict Sabin. Minnesota 56580
Morris Dahl Drayton, North Dakota 58225
Ralph Larson Route 2

B. Grand Forks, Minnesota 56721
ArnetWeinlaeder Drayton, North Dakota 58225
AnninRoss Fisher, Minnesota 56723
Humid Thorson Route 1

B. Grand Forks, Minnesota 56721



Amended August 27,1975
Amended June 16,1976
Amended December 7,1989
Amended August 31,1994
Amended and Restated April 22,1998



Amended and Restated
Bylaws

off
American Crystal Sugar Company

ARTICLE I
SHAREHOLDERS

Section 1. Qualifications to Become a Common Shareholder. Any person, firm, partnership,
or corporation who is a bona fide sugaibeet fiom operator in the territory in which this
corporation is engaged in business and who agree* to purchase securities of this corporation and
to abide by ha Articles of Incorporation and Bylaws, may, upon approval of the board of
directors, become a common shareholder of tibis corporation. The term Operator shall mean the
person, firm, partnership or corporation who is the legal owner of the sugarbeet crop, who has a
majority financial interest in the crop, and who has general control of the sugarbeet operations on
the farm where me sugarbeet crop is grown.

Section 2. Purchase of Securities. To become a common shareholder of mis corporation an
eligible person, firm, partnership or corporation must purchase one share of common stock of
this corporation and further purchase the preferred stock of this corporation hi an amount
prescribed by this corporation's board of directors, which amount will be prescribed in
proportion to the acreage of sugarbeets which the common shareholder fiom time to time places
under contract with this corporation.

Section 3. Sale and Transfer of Shares. Whenever any shareholder desires to sell his common
and preferred stock, he shall first offer it to this corporation for purchase by this corporation at
the par value thereof. In the event such stock is not purchased by this- corporation after recent of
a written notice fiom the shareholder offering the said stock for sale, men the shareholder may
sell said stock to any person, firm, partnership or corporation who win nil within the definition
of "operator** as set forth in these bylaws. Said sale and transfer of stock shall be approved by
the board of directors if:

(a) Hie location of the land upon which the transferee proposes to grow the beets, hi
the judgment of the board of directors, does not disrupt the beet delivery system
and does not increase the beet delivery costs to this corporation,

(b) The transfer does not, hi the Judgment of the board of directors, create an
uneconomic beet growing unit, and

(c) The transfer is not, hi the judgment of the board of directors, detrimental to the
best interests of mis corporation.

A mortgage, pledge, or hypothecation of shares shall not be considered a sale or transfer and such
mortgage, pledge or hypothecation including the subsequent foreclosure thereof or transfer to the
secured-parry in lieu of foreclosure, shall be deemed complete, if otherwise complete, without the
necessity of approval of the booed of directors. Tranflfer of ownership of shares to the secured
party finough foreclosure or transfer in Hen of foreclosure shall not render the secured party an
operator as to the acra of sugaibeets under a contract si^ Such
secured parry is a shareholder for the purposes of mis Section 3 of Article!



Sectfon 4. faeUgfbflfty of a Common Shareholder. Whenever me board of directors, by
resolution, finds mat a common shareholder has become ineligible to bo snob, me board may
refund to such common shareholder or his legal representative, me par value of the
stock held by snch shareholder and, upon such pa)inentr said common shareholder shsll cease to
have voting rights in mis oorporatioo. Such resolution may only be adopted by the board of
directors at a meeting, 20 fcys written iiotice^^
alleged to be ineligible by United States Certified Mafl. Said notice shall state wim particularity
me grounds upon which me common shareholder is alleged to be ineligible writ such common
shareholder shall be entitled to be heard thereon. A common shareholder may be round to be
ineligible by reason oft

(a) Failure to meet the operator definition of Article I, Section 1, or

(b) FaflttretoabidebytheAitidesandB^wsofmisooiporation^or

(c) Faflure to abio> by me terns of the marketing agreement, or

(d) Faflure to abide by this corporation's agricidturereguMons and poHd

Upon redemption of the common stock.as provided in fhis Section 4 of Article I, the right to
dehVersugaibeetstothiscoipoi^onshaUtenninate.

Section 5. Redemption of Preferred Stock Unit Retains, and Other Equity Interest No
shareholder shall have any right whatsoever to require the redemption of his prefaced stock, unit
retains, or other equity interests in mis coiporstion, snd such icdemption or i
stock, unit retains, or other equity mterests shaH be as authorized^ fm
directors.

Section 6. First Lien. This corporation shall have a first Ken on all shares of hs capital stock,
and on all equity, patronage capital, unit retains, and other eqmty interests standing on its books,
for all indebtedness of the respective shareholders or owners thereof to this corporation. This
corporation shall also have the right, exercisable at me option of the board of directors to set off
such indebtedness against the amount of such capital stock; patronage capital, unit retains and
omer equity interest standing on its books; provided, however, that nothing contained herein
shall give me holder of such interests any right to have such set-off made. This corporation may
subordinate this lien to other indebtedness secured by such capital stock, equity, patronage
capital, unit retains, and omer equity interests.

ARTICLE!!
SHAREHOLDER MEETINGS

Section 1. Annual Meeting. The annual meeting of the common shareholders of mis
corporation shall be held on a date to be determined by the board of directors in December of
each year at such place within or without the State of Minnesota as the board of directors may

in me notice of the meeting. Written notice of meetings of the common shareholders
aboil be given to «och common shareholder by mail at his last known post office address as the
same appears upon the books and records of this corporation, which notice properly addressed,
shall be placed in the United States Mail not less than fifteen (15) days prior to the date of the
meeting.



Section!. Special Meetings. Special meeting* of the common sharehoWeremaybecafledbyB
majority vote of the dirBOton of ftto 001̂ ^
(20) percent of the common shareholders, in which case it shall be the duty of the president to
cause due notice of the meeting to be given. Notice of a special meeting of common
shareholders shall state the time, place and purpose of the special meeting and shall be issued
within ten 00) days from and after the date of presentation of .such a petition, and the special
meeting shall be held within thirty (30) days from and after me date of the presentation of such a
petition. Mailed notice of a special meeting shall be given in me saine numner as prescribed mr
a notice of a regular tpytrng of common shareholders*

Section 3. Mail Voting. Any common shareholder who is absent from any meeting of the
common shareholders may vote by mail on the ballot hereinafter prescribed, upon any motion,
resolution or amendment which the board of directors may in Ha discretion submit to the
common shareholders lor vote by them. Such ballot shall be in me form prescribed by the board
of directors and shall contain the exact text of the proposed motion, resolution or amendment to
be acted upon at such meeting and the date of the meeting and shaU also contain spaces opposite
the text of .such motion, resolution or amendment in which such common shareholder may
indicate his affirmative or negative vote thereon. Such gpumnm* shareholder shall expipss his
choice by making an "x" in the appropriate space upon such ballot- Such ballot shall be signed
by the common shareholder and when received by the secretary of this corporation, shall be
accepted and counted as the vote of such absent common shareholder at such meeting.

Section 4; Quorum. At any regular, special or factory district meeting of the common
shareholders, the quorum necessary to me tninsaction of bus^ess shaU be ten percent of the total
number of common shareholders entitled to vote at such meetmg, present mpenon or by mailed
votes. Should the number of common shareholders entitled to vote at such meeting exceed the
number of 500, then in that event, 50 common shareholders present in person or by mail votes
shall constitute a Quorum. The Act of a quorum shall be established by a registration of the
common shareholders of this corporation present at such meeting, which registration shall be
verified by the secretary of this corporation or the presiding officer of a factory district meeting,
as the case may be, and shall be reported in the minutes of the meeting.

Sections. Proxy or Cumulative Voting. No proxy or cumulative voting shall be allowed at
any meeting of the common shareholders of (his corporation.

ARTICLE m
DIRECTORS

Section 1. Factory Districts. Hie election of directors of mis corporation shall be by factory
districts. There shall be five ftctory districts which shall be geographically described as
designated on the master factory district map on fUe m the company's main office. Additional
factory districts may be established by amendment to these Bylaws.

Section 2. Number of Directors. The board of directors of this corporation shall consist of
three directors from each of the factory districts.



Section 3. Election of Directors. The boaid of directors shall cafliactoiya^
die common shareholders belonging to that ftc^oiy district to be heM at least seven dayi prior to
the annual common shareholders' meeting. The factory district meetings shall be presided over
by the inoumbent director whose term of office is the last to expire, except that me board of
directors shall designate me person to preside over a factory district meeting when such an
incumbent director is not available. The notice of said factory district meetings shall be given by
mail in the same fashion as notice of common shareholders' meetings specified in Article n,
Section 1, of these bylaws. Directors shall be elected by ballot at said fiutory district meetings,
>TnMM'tm*faiM for HhiMtor may ha made hy patitiVm aigned hy flt least tan mernham and

to the secretary at least five days prior to the date of the district meeting. The secretary shall
prepare ballots, containing such nominations, for distribution at the district meetings.
Nominations may also be made from the floor at the factory district meetings and space shall be
provided on the ballots for nominations from the floor. Upon request common shareholder lists
by factory district shall be made available to those persons nominated for election as a director
thirty (30) days prior to the factory district meeting.
Section 4. Determination of Districts. A common shareholder shall belong to and vote hi the
factory district where the shareholder resides. A common shareholder who is other than a natural
person shall belong to, and its representative shall vote in, the notary district where such
common shareholder has its principal place of business, m appropriate cases, the board of
directors may, upon request of a common shareholder, assign such common shareholder a
different factory district The determination of the board of directors as to a shareholder's
factory district shall be hi all respects, conclusive.
Sections. Qualifications of Directors. Directors representing a factory districts!^
from among the common shareholders or representatives of such shareholders who are other than
natural persons, belonging to that district If eligible for election under this section when elected,
a director shall remain eligible to serve out the term for which elected, notwithstanding a change
in his factory district. No common shareholder who contracts for the delivery of sugarbeets to
any processor other than this corporation shall be eligible to serve on the board of directors of
mis corporation. A common shareholder who is other than a natural person may <i«rfgny^ an
individual representative of such common shareholder to be eligible for election as a director of
mis corporation; provided, mat such individual representative must be actively operating the
farm upon which the sugarbeets of the common shareholder are grown. No person shall serve
more man four (4) consecutive three (3) year terms as a director.

Section 6. Terms of Directors. Directors shall be elected for terms of three years, and one
director shall be elected each year .from each factory district .

Section?. Commencement of Term; Directors who are elected at the factory district meetings
shall take office immediately at the close of the next annual meeting and shall hold office until
their successors are duly .elected and qualified.
Section 8. Election of Officers. Promptly following each annual common shareholder's
meeting, the board of directors shall convene and organize. It shall elect from its membership, a

and one at more vice chairmen. The board shall also elect a president, one or more
vice presidents, A secretary, a treasurer and such additional officers deemed necessary, none of
whomneedbedirectonorshareholdenofu^ Any officer elected by the board of

• directors may be removed by the board for cause.



Section 9. Quorum. A quorum for meeting of me board of directors 8haB be a inajority of me
directors. A majority vote of the dmwtois preset
questions except where a greater vote Is expreitlywqinYed by law or these bjtows.

Section 10. Vacancies. The cwnmonshaidioldeis of a fiK^oiy district shaUha^
any regular or special common shareholders1 meeting (whether a fectory district meeting or
otherwise) to remove ibr cause, a director represm
caused by such removal from among the common shareholders of mat factory district or
representatives of such shareholdere who are <rther than natural persons. A vacancy on me board

ng in any other manner may be filled from among the common shareholders of tiie proper
factory district or representatives of such shareholders who are other than natural persons, by
appointment by a majority vote of the directors then in office. The person so appointed shall
serve until the next annual or apodal meeting of the comlno^8ha^eholdereofthatfil(*orydwaict
when a successor shall be elected to serve out the une^ired regular tenn of said d^rectordup.

Section 11. Meeting. The boaid of directors shaU meet at such time ar^
board may prescribe. Any business may be transacted at any meeting of the board of directors
without the specification of such business in the notice of the meeting.

Section 12. Compensation. Directors may be compensated for their service* as directors,
rendered to this corporation, as authorized by uw board of dnecton. They shall receive expenses
incurred in the. performance of their duties to this corporation.

Section 13. Authority of Directors. The directors are authorized to:

(a) Employ and at their pleasure, remove, all agents and employees of this
coiporation and to fix their compensation, prescribe their duties and enter into
employment contracts of any kind not specifically prohibited by the members,

(b) Conduct, manage and control the business afB^ of this coiporatioii and inakc rules
and regulations for the guidance of the officers, agents and employees of this

(c) . Incur indebtedness and to direct and authorize the president, vice president,
treasurer and -secretary or any or all of them to execute on behalf of mis
corporation, any contracts, notes, mortgages, evidences of indebtedness, or other
legal documents.

(d) The board shall provide for me adequate insurance of uMjaoperty of u^wnporation
or property which may be in the possession of mis corporation, or stared by it; and
not omerwise adequately insured. In addition, the board shall provide adequate
insurance covering liability for accidents to all employees and me pubfic.

(e) Have installed and maintained an adequate system of accounts and records. At
least once a year the board shall obtain the services of a competent and
disinterested public auditor or accountant who shall audit the books and accounts
of thia corporation and render • report in writing thereon, which report shall be
submitted to the common shareholders of this coiporation at their ^^mul meeting.
This report shall include at least a balance sheet, an operating statement and a
source and application of funds statement for the fiscal period under review.
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Section 14. Informal Meetings. The chairman of the bond of directors shall can two mfbrmal
meetings of the board of directors each year to which shall be invited the factory district boards
of directors of the Red River Valley Sugarbeet Growers Association.

ARTICLE IV
OFFICERS'DUTIES

Section 1. Chairman of Hie Board. The chairman of die board of directors shall have
supervision of the general policy of nils corporation as such policy is from time to time
determined by the board of directors. He shaHpredde at all meetings of shareholders and of the
board of directors. He shall call meetings of the board of directors as he deems necessary or
desirable and when required to do so by law, die Aitides of mcoiporation or these Bylaws.

Section 2. Vice Chairmen of the Board. The vice chairmen of the board of directors shall,
when necessary because of the chairman's death, absence JOT inability to act,, (exercise all the
powers and perform an the duties of the chainnan of the board. Should the board of directors
elect more than one vice chairman of the board, they shall be designated by die numerical order
hi which they succeed to the duties of the chairman of the board.

Section 3. President The president shall be me chief executive officer of this corporation in all
its operations subject to the control of the board. He shaU do and perform all acts incident to the
position of president authorized or required by the board, law, Articles of Incorporation or these
Bylaws.

Section 4. The Vice Presidents. The vice president shall have such powers and perform such
duties as the board of directors may prescribe for those offices and as the president may delegate

Sections. Secretary. The secretary shall keep or cause to be kept complete minutes of each
meeting of the members and of the board of directors and of any committees of the board. He
shall be -the custodian of the corporate records and of me seal thereof shall supervise me
preparation and service of all notice of meetings as required by law or by these Bylaws, shall
submit such secretarial reports at the annual and ou^meetmgsofuwshaj^ioldersanddm^ctors
as required by the board of directors, shall execute those documents directed to be executed by
the board of directors and shall perform such other duties as the board of directors may prescribe
format office and as the president may delegate to the position.

Section 6. Treasurer. The treasurer shall have custody and control of all of the finds and
securities of this corporation, shall have authority to deposit monies of this corporation in
depositories selected by it, shall keep or cause to be kept full and accurate accounts of the
receipts and 'disbursements of this corporation, shaU execute those documents directed to be

' executed by the board of directors and shall perform such other duties wim respect to finances as
the board of directors may prescribe for that office and as the president may delegate to mat
position through tho chief financial officer of this corporation.
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ARUCLBV
PATRONAGE

Section 1. Net Income. That portion of toe net income of this corporation resulting from
business done with or lor members shall be distributed amxuaDy on me bads of dollar volume of
patronage, in cash or in me fbnn of credits in patronage credit accounts set up on me books of
mis corporation. Distribution of patnmageshafl be niao^ as soon as praoti
each fiscal year and written notice thereof shall be sent to each shareholder showing the total
amount'of distribution made to such shareholder and the manner' of such distribution, setting
forth the amount distributed in cash and in credits.

Section 2. Qualified Patronage Distribution and Consent Bylaw. When, in me discretion of
me board of directors, all or a portion of the net income distributed to members pursuant to
Section 1 hereof; should be qualified for exclusion from die taxable income of this corporation
pursuant to 26 U.S.C. 1382 (Internal Revenue Code), it shall so declare by resolution, specifying
the portion to be so qualified and thereafter, mere shall be paid to mis corporation's shareholders
entitled thereto, in cash prior to eight and one-half months after the dose of mis corporation's
fiscal year, at least 20 percent (20%) of mat portion of the patronage dividend distribution so
designated by the board of directors for qualification, m such event, each tfrflrehoMer of f™V
corporation shall, by the act of continuing as a shareholder, and by that act' alone, consent mat the*
amount of any distributions with respect to the patroiiage of this corpciBtion<pialified pursuant to
this Section, which are made in Written notices of allocation (as defined in 26 U.S.C 1388) and
which are received by such shareholder from this cotpondo^wiU be taken into account by such
shareholder at me stated dollar amount hi me manner provided in 26 U.S.C. 1385 for regular tax
and alternative minimum tax purposes in the taxable year in which such written notices of
allocation are received. In addition, each shareholder of this corporation shall, by the act of
continuing as a shareholder, and by that act alone, consent that the amount of any Alternative
Mmunum Tax-only (AMT-only) qualified patronage credits issued pursuant to Section 6 of mis
Article which are made in written notices of allocation (as defined in 26 U.S.C. 1388) and which
are received by such shareholder from this corporation will be taken into account by such
shareholder at the stated dollar amount in the manner provided in 26 U.S.C. 1385 in calculating
his federal alternative minimum taxable income for the taxable year in which written notice of
allocation is received. The purpose of this consent Bylaw is to make patronage distributions
described in this Section qualified written notices of allocation within the meaning of the United
States Internal Revenue Code.

•

Section 3. Nonqualified Patronage Distribution. When, hi the discretion of the board of
directors, all or a portion of the net income of this corporation distributed to members pursuant to
Section 1 hereof, should not be qualified for exclusion from this corporation's taxable income
pursuant to 26 U.S.C. 1382, the board of directors shall so declare by resolution, specifying the
portion to which qualification shall not apply and upon the adoption of such resolution, the
provisions of Section 2 of this Article shall not apply to such portion of the patronage
distribution. Such determination may be made separately for regular income tax purposes and
foraltemstive minimum tax purposes.
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Section 4. Retirement of Patronage. Whenever in die discretion of tide board of directors, the
capita) represented by patronage is found to be In excess of tbe amount needed for the operation
of the business, aoeh excess may be distributed in cash; and when paid in cash, ft shall be the
general policy to pay the oldest outstanding patronage first, except mat the board of directors
may determine to pay either the oldest outstanding qualified patronage or the oldest outstaiiding

«r a portion of each to ftdHtete empOMte jmtpn^y, At the discretion of

the board of directors, a shareholder's patronage may be paid in cash in other than the regular
order when such patronage is carried on the books of mis corporation in respect of a deceased
person or when earlier payments of individual amounts wiU £EuHUtato this corporation's rec^
afana, purposes and good will. Patronage shall be redeemed only when such redemption is not in
violation of any agreements entered into by mis corporation.

SectfonS. Transfer of Patronage. Patronage capital shall not be transferred except with the
approval and consent of the board of directors.

Section 6*. Issuance and Cancellation of AMT-only Patronage Credits. The amount by
which the taxable income of mis corporation resulting from business done with or for members
as determined for federal alternative minimum income tax iiuiposes exceeds such taxable income
as determined for federal regular income tax ptnposes, shaflbed^stnl>utedaimiial]yonmebasis
of dollar volume of patronage hi the form of AMT-only patronage credits. Written notice thereof
shall be sent to each shareholder showing the total aniount of such AMT^mry patronage credits.
The board of directors shall have discretion comparable to that granted in Sections 2 and 3 of mis
Article to designate all or a portion of AMT-only patronage credits as AMT-only qualified
patronage credits or AMT-only nonqualified patronage credits; provided, that AMT-only
qualified patronage credits may be issued only if the cash portion of the distribution made
pursuant to Section 1 of this Article is increased by 20% of the amount of any AMT-only
qualified patronage credits and is paid in the manner and within time provided in Section 2 of
mis Article. AMT-only patronage credits shall be separate and distinct from patronage credits
issued pursuant to Section 1 of this Article. AMT-only patronage credits shall not be redeemable
by this corporation and shall automatically be cancelled with no further action required on the
part of this corporation when and to the extent that the taxable income of this corporation
resulting from business done with or for members as determined for federal regular income tax
plirpfffffg mpjfffr CT?^ tMMiMa fagftma M determinad for federal alternative minimum in«*»fW» ftflf
purposes (excluding income, if any, attributable to cancellation of AMT-only patronage credits
and AMT-only unit retains) for a fiscal year. AMT-only patronage credits shall not be subject to
Section 4 of this Article, Article XI, nor to any other reference herein to patronage credits and,
notwimstandmg Section 5 of this Article, shall be deemed transferred proportionately with any
transfer of stock pursuant to Section 3 of Article L

ARTICLE VI
' UNIT RETAINS

Section 1. Unit Retains. This corporation, by action of its board of directors, may require .
investment in its capital in addition to the investments from retained patronage. These
investments shall be direct capital investments from a retain on a per ton basis of sugarbeets
purchased from its common shareholders, not to exceed 10 percent (10%) of me weighted
average gross per ton payment for beets delivered to this coipoî on (Collated by dividing me
total dollar amount required for beet payments by the number of net tons delivered). The unit

12



retain^ if required, duffl be made on tf Each
shareholder, by con
as prescribed in this Article. Such investments shatt be acoomrted fto
account set up on the books of this corporation.

Section!. Qaalified Unit Retains and Consent Bylaw.. Each shareholder of fliis corporation
liy die act of continuing as a shareholder and by Oat act alone agrees that me amount of airy unit
retain charged such shareholder as provided in Section 1 of mis Article and qualified by
appropriate action of this corporation pursuant to 26 U.S.C. 1388 will be taken into account by
such shareholder at its stated dollar amount in me manner provided m 26 UJ5.C. 1385 for ngnlar
tax and alternative mmimum tax purposes and wiU be reported by sudi shareholder m his mcome
tax returns for the taxable year in which quaUfied ^dtten notice of such retam is ivceived. In
addition, each shareholder of this corporation shall, by the art of contiiuiir^
by that act alone, consent that the amount of any AMT-only qualified unit retain issued pursuant
to Section 6 of mis Article and qualified by appropriate action of mis corporation pursuant to 26
U.S.C. 1388 will be taken into account by such shareholder at its stated dollar amount in the
manner provided in 26 U.S.C. 1385 in calculating such shareholder's alternative
taxable income and wifl be reported by such shareholder m his mcome tax returns for the taxable
year in which a qualified written notice of such retain is received. The purpose of this consent
Bylaw is to make such a unit retain described in mis Section 2 a "qualified per unh retain" within
the meaning of the United States Internal Revenue Code.

Section 3. Nonqualified Unit Retains. When, in the discretion of the board of directors, all or
a portion of any unit retain charged as provided in this Article should not be qualified for
exclusion from mis corporation's taxable mcome pursuant to 26 U.S.C 1382, the board of
directors shall so declare by resolution, specifying the portion to which qualification shall not
apply and upon me adoption of such resolution, the provisions of Section 2 of this Article shall
not apply to such portion of the unit retain. Such determination may be made separately for
regular income tax purposes and for alternative minimum tax purposes.

Section 4. Retirement of Unit Retains. Whenever in the discretion of the board of directors
the capital represented by the unit retain is found to be in excess of the amount needed for the
operation of the business, then it shall distribute such excess in cash, and when paid in cash it
shall be the general policy to pay the oldest outstanding unit retams first except that me board of
directors may determine to pay either the oldest outstanding qualified unit retains or the oldest
outstanding nonqualified unit retains or a portion of each to facilitate corporate purposes. At the
discretion of the board of directors, unit retams may be paid in cash in other man the regular
order when such retains are carried on the books of this corporation in respect of a deceased
person, or when earlier payment of other individual amounts will facilitate this corporation's
records, aims, purposes and good will Unit retams shall be redeemed only when such
redemption is not in violation of any agreements entered into by mis corporation.

Section 5. Transfer of Unit Retains. Unit retains shall not be transferred except with the
approval 'and consent of the board of directors.

Section ti. issuance and Cancdliitiwil of AMT-onty Unit Retain*. If the taxable income of
tills corporation resulting from business done with or* for members as determined for federal
alternative mmimum income tax purposes (before patronage distributions) exceeds such taxable .
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mcomeasdetenninedfbrfeden^
the bond of directors may declare an AMT-only unit retain in the amount of some or all of such
excess which shall be allocated among me shareholders on the basis of all sngazbeets delivered;
m me same amount per ton. Written notice thereofahall be sent to each shareholder showing me
total amount of AMT-only unit retain. Tne board of directors shall have discretion comparable
to mat granted in Sections 2 and 3 of this Article to designate an or a portion of me AMT-only
unit retains as AMT-only qualified unit retains or AMT-only nonqualified unit retains. AMT-
only unit retains shall be separate and distinct from unit retains issued pursuant to Section 1 of
this Article. AMT-only unit retains shall not be redeemable by mis corporation and shall
automatically be cancelled with no further action required on me part of this corporation when
and to the extent that the taxable income of this onporstion resulting from bu^
for members as determined for federal regolarincofrie tax purp(>8e8 exceeds such taxable mcome
as determined for federal alternative minimum income tax purposes (excluding income, if any,
attributable to cancellation of AMT-only unit retains) for a fiscal year. AMT-only per unit
retains shall not be subject to Section 4 of mis Article, Article XI, nor to any other reference
herein to unit retains and, notwithstanding Section 5 of this Article, shall be deemed transferred
proportionately with any transfer of stock pursuant to Section 3 of Article L

ARTICLE VII
LOSSES

That portion of any net loss of this corporation resulting irombiisinessdxmewim or for members
shall be distributed to shareholders on the basis of dollar volume patronage for the year of the
toss or shall be charged to unallocated surplus as the board of directors may determine. Should
the board of directors determine to distribute me loss to shareholders on the basis of dollar
volume of patronage such loss shall be charged to shareholders' accounts as the board of
directors may'determine to be fair and equitable..

ARTICLE Vm
NON-PATRONAGE

All amounts received by this corporation from non-patronage sources, in excess of costs and
expenses related to such non-patronage sources, or net income derived from business done by
persons who are not common shareholders, net of taxes thereon, shall become property of mis
corporation.

ARTICLE IX
FISCAL YEAR

The fiscal year of this corporation shall commence on the first day of September in each year and
shall end on the last day of the following August of each year.

ARTICLE X
INDEMNIFICATION OF CORPORATE AGENTS

Thic corporation shall, to the fell extent permitted or required by Minnesota Statute Section
300.082 and Acts amendatory thereof or supplementary thereto, and in the manner set forth
therein, indemnify any director, officer, employee or agent of mis corporation against his
expenses, including attorney's fees, judgments, fines and amounts paid in settlement, actually
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and reasonably incoaed by such shareholder in ooim^on with any proceedings involving «uch
director, officer, employee or agent of tills coiporation by reason of his being or having been
snob director, officer, employee or agent

ARTICLE XI
DISSOLUTION

Upon dissolution, after (1) all debts and liabilities of tins corporation shall have been paid, (2)
the par value of the preferred shareholders' shares returned, (3) all capital furnished through
patronage and unit retains shall have been retired without priority as to year on a pro
(4) all paid-in surplus theretofore allocated to paitioularflhaTeholdors or ibimer shareholders has
been returned and (5) the par value of common shareholders* shares returned, the liquidated
value of toe remaining property and assets of mis corporation shall be distributed among the
preferred shareholders in proportion to the preferred stock held by each, m me event that me
liquidated value of the remaining property and assete of this corporation after sa
and liabilities shall be insufficient to satisfy hems (2) through (5) above, such items shall be
satisfied in the order stated before making a distribution of me next item.

ARTICLE HI
AMENDMENTS

These bylaws may be amended at any regular or special meem^ at which a quorum is registered
as being present or represented by mail vote, by a majority of the shareholders so present .or
represented by mail vote, where the notice of such me«tmg contains 4 sumznary statement of (he
proposed amendment

Adopted April 26,1973
Amended December 10,1974
Amended August 27,1975
Amended June 16,1976
Amended December 8,1976
Amended December 5,1979
Amended April 26,1995 (To be effective September 1,1995)
Amended and Restated April 22,1998
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