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South Dakota Soybean Processors, LLC
100 Caspian Avenue, PO Box 500

Volga, South Dakota 57071
 

NOTICE OF ANNUAL MEETING OF MEMBERS
JUNE 21, 2022

 

Members of South Dakota Soybean Processors, LLC:

The 2022 Annual Meeting of Members of South Dakota Soybean Processors, LLC (the “Company,” “we,” “us” or 
“our”) will be held on June 21, 2022 at the Sioux Valley High School Gym, located at 200 Hasina Avenue, Volga, 
South Dakota, 57071. Registration and supper will begin at 5:30 p.m. (CDT), and the Annual Meeting will 
commence at 6:30 p.m. (CDT).

The purposes of which is to take the following actions: (1) To receive the report of management on the business of 
the Company and the Company's audited financial statements for the fiscal year ended December 31, 2021; (2) To 
elect five members of the board of managers, one from each of the five geographical districts; (3) To approve 
amendments to our Operating Agreement; (4) To approve, on an advisory basis, the compensation of the 
Company's named executive officers ("Say-on-Pay"); and (5) To transact such other business as may properly 
come before the meeting and at any and adjournments thereof.

You may vote in person at the meeting or cast your vote by mail-in ballot prior to the meeting. Mail-in ballots are 
available on our website at www.sdsbp.com, then clicking “Investors” and “2022 Annual Meeting” and may be 
printed by the members. For your ballot for be valid, it must be received by us no later than June 21, 2022 (10:00 
a.m.) or presented in person at the 2022 Annual Meeting. Ballots may be returned by mailing it to PO Box 500, 
Volga, South Dakota 57071, or emailing it to Amy.Koisti@sdsbp.com. If you have any problems or questions on the 
ballot process, please call us at (605) 627-6100.

BY ORDER OF THE BOARD OF MANAGERS

/s/ Gary Kruggel, President
Board of Managers
Volga, South Dakota
April 28, 2022

YOUR VOTE IS VERY IMPORTANT. PLEASE PRINT, COMPLETE, SIGN AND RETURN YOUR BALLOT NO 
LATER THAN 10:00 A.M. CDT ON TUESDAY, JUNE 21, 2022 OR PRESENTED IN PERSON AT THE 2022 
ANNUAL MEETING. YOU MAY REVOKE YOUR PROXY AT ANY TIME BEFORE IT IS VOTED.

Important Notice Regarding the Availability of Proxy Materials for the Annual Meeting of Members to be 
held on June 21, 2022: This Proxy Statement and the Annual Report on Form 10-K for the fiscal year ended 
December 31, 2021 filed with the Securities Exchange Commission (SEC) on March 18, 2022, as amended by 
Amendment No. 1 on Form 10-K/A filed with the SEC on April 27, 2022 (collectively the "2021 Annual Report") are 
available at www.sdsbp.com.



South Dakota Soybean Processors, LLC
100 Caspian Avenue, PO Box 500

Volga, South Dakota 57071

PROXY STATEMENT
2022 ANNUAL MEETING OF MEMBERS

JUNE 21, 2022
Registration and Supper - 5:30 p.m. Meeting - 6:30 p.m.

VOTING INFORMATION

The proxy statement and ballots were prepared by the board of managers of South Dakota Soybean Processors, 
LLC (the “Company,” “we,” “us” or “our”) for use at the 2022 Annual Meeting of Members to be held on Tuesday, 
June 21, 2022, or at any adjournment thereof. The 2022 Annual Meeting will be held at the Sioux Valley High School 
Gym, located at 200 Hansina Avenue, Volga, South Dakota 57071. Distribution of this proxy statement and ballots 
to the members are scheduled to begin on or about May 2, 2022.

QUESTIONS AND ANSWERS ABOUT THE ANNUAL MEETING AND VOTING

Q: Why did I receive this Proxy Statement?

A:  The board of managers of the Company is providing this proxy statement and ballot to enable you to vote at the 
2022 Annual Meeting because you were a member of the Company at the close of business on May 1, 2022, the 
record date, and are entitled to vote at the meeting.

Q: What am I voting on?

A: At the 2022 Annual Meeting, members will vote on: (i) the election of five managers to the board - one from each 
of the five geographical districts, (ii) amendments to the Operating Agreement for the purpose of reducing the size 
of the board from 15 to 9 individuals and reducing and changing the geographical districts from 5 to 3 from which 
board members are elected, and (iii) approval, on an advisory basis, of the compensation of our named executive 
officers ("Say-on-Pay"). Although the board is not currently aware of any additional matters to be presented at the 
2022 Annual Meeting, if other matters do properly come before the 2022 Annual Meeting, those present will vote on 
those matters if a quorum is present.

Q: How do I vote?

A: You may vote at the 2022 Annual Meeting by submitting a ballot using either of the following methods:

• Cast Ballot by Mail or Email prior to the 2022 Annual Meeting. You may cast your vote for the proposals by 
executing a ballot for the 2022 Annual Meeting and submitting it to us prior to the 2022 Annual Meeting. We 
urge you to specify your choice by marking the appropriate boxes on your ballot for the 2022 Annual 
Meeting. After you have marked your choices, please sign, date and return the ballot. You may return the 
ballot by mailing it to PO Box 500, Volga, South Dakota 57071, or emailing it to Amy.Koisti@sdsbp.com. If 
you have any problems or questions, please call us at (605) 627-6100. All ballots must be RECEIVED by us 
by June 21, 2022 (10:00 a.m. CDT).

• Cast Ballot In Person at the 2022 Annual Meeting. You may cast your vote by being present in person at the 
2022 Annual Meeting and casting your ballot at the meeting.

Q: How many votes do I have?

A: Each Class A member is entitled to one vote for each matter to be voted on at the 2022 Annual Meeting, 
regardless of how many capital units the member owns.
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Q: What is the voting requirement to elect the Board of Managers and what is the effect of an abstention 
vote?

A: In the board election, the nominees from each of the five districts receiving the greatest number of votes relative 
to the votes cast will be elected, regardless of whether any individual nominee receives votes from a majority of the 
quorum. Members do not have cumulative voting rights. In the election, because board members are elected by 
plurality vote, abstention votes will not be counted either for or against any nominee. Abstentions will only be 
included when counting members to determine whether a sufficient number of the voting members are represented 
to establish a quorum.

Q: What is the vote on amendments to the Operating Agreement to reduce the size of the board from 15 to 9 
individuals and to reduce and change the geographical districts from which board members are elected?

A: The Company's Amended and Restated Operating Agreement dated June 20, 2017 currently requires 15 
members of the board with three members being elected from each of the five geographical districts. When the 
Company was originally organized in South Dakota as a cooperative in 1996, there were a total of 21 members from 
7 geographical districts. In June 2012, members voted to reduce the board size to 15 board members from 5 
geographical districts. The board currently believes that by further reducing the size of the board from 15 to 9 
members and reducing the number of geographical districts from 5 to 3, it will further simplify the nomination and 
election process, improve overall communication among board members and management, increase the efficiency 
of the Company, and decrease costs associated with the board governance.

Q: What is the voting requirement on the amendments to the Operating Agreement?

A: The vote regarding the proposed amendments to the Operating Agreement will be approved if the votes cast 
FOR the proposed amendments (i.e., a majority vote) exceed the votes cast AGAINST the proposed amendments.

Q: If the vote on the proposed amendments to the Operating Agreement is approved by the members, how 
will it impact the election of Managers in future annual meetings?

A: At the 2023 Annual Meeting of Members, there will be an election for 9 open seats to the board, with three open 
seats from each of the three newly created districts being filled at that election. All incumbent board members, 
regardless of when their terms expire, will be required to run for election if they so choose. The board members 
from each district will be elected by plurality vote of the members. After the 2023 Annual Meeting of Members, board 
terms will be staggered into one year, two year, and three year terms, resulting in the election of three board 
members each year, one from each of the three districts.

Q: What is the Say-on-Pay Vote?

A: The Say-on-Pay vote is an advisory vote by the Company's members where the member can either endorse or 
not endorse the Company's system of compensating its named executive officers. While the Say-on-Pay vote is not 
binding on our board, the board intends to consider the outcome of the vote in setting its compensation program for 
the named executive officers. The Company may also use the Say-on-Pay vote to engage members in a dialogue 
regarding the Company's system of compensating its named executive officers.

Q: What is the voting requirement for the Say-on-Pay vote and what is the effect of an abstention?

A: The advisory vote regarding the compensation of named executive officers will be approved if the votes cast FOR 
the proposal exceeds the votes cast AGAINST the proposal. A properly executed ballot marked ABSTAIN with 
respect to the proposal will not count FOR or AGAINST the proposal. Abstentions with respect to this proposal are 
counted for purposes of establishing quorum.

Q: How many Class A members are there?

A: As of May 1, 2022, there were 30,419,000 Class A units outstanding and 2,213 Class A members of record. Since 
each Class A member is entitled to one vote, regardless of the number of units the member owns, there are 2,213 
total votes available on any matter presented to the members.
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Q: What constitutes a quorum?

A: The presence, either in person or through a mail ballot, of ten percent (10%) of the first 100 Class A members 
and five percent (5%) of additional Class A members constitutes a quorum. Based on the current number of Class A 
members, the presence of at least 116 members, either in person or through a properly executed ballot, would 
constitute a quorum.

Q: What can I do if I change my mind after I send in my ballot?

A: You may revoke your ballot by:

• Giving written notice of the revocation, which must be RECEIVED prior to 10:00 a.m. (CDT) on June 21, 
2022, by mailing the revocation to PO Box 500, Volga, South Dakota 57071, or emailing it to 
Amy.Koisti@sdsbp.com.

• Giving personal or written notice of the revocation to Amy Koisti at the commencement of the 2022 Annual 
Meeting.

Q: What is the record date for the 2022 Annual Meeting?

A: May 1, 2022.

Q: Who will tabulate the votes at the 2022 Annual Meeting?

A: All votes cast from properly completed ballots will be tabulated by persons appointed by the Chair of the Annual 
Meeting, each of whom will be appointed as the Inspectors of Elections.

YOUR VOTE IS IMPORTANT. PLEASE PRINT, COMPLETE, SIGN AND RETURN YOUR BALLOT NO LATER 
THAN 10:00 A.M. CDT ON TUESDAY, JUNE 21, 2022, WHETHER OR NOT YOU PLAN TO ATTEND THE 
ANNUAL MEETING.
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PROPOSALS

PROPOSAL ONE: ELECTION OF MANAGERS

The first proposal at the 2022 Annual Meeting is the election of five members of the board of managers. Each 
district will elect ONE manager. The elected individuals will serve on the board until the 2025 Annual Meeting (a 
term of three years), unless the members also approve Proposal Two, in which case the elected board members will 
only serve on the board until the 2023 Annual Meeting. Petition and other forms nominating the following members 
have been submitted to the Nomination Committee of the board and been approved for presentation to the 
membership:

District Geographic Area by State and County Name(s)
District 1 South Dakota: Brookings, Deuel, Hamlin and Kingsbury Craig Converse

District 2 South Dakota: Lake, McCook, Miner, Minnehaha and Moody Robert Nelsen
Minnesota: Cottonwood, Jackson, Murray, Nobles, Pipestone and Rock

District 3 Minnesota: Lac qui Parle, Lincoln, Lyon and Yellow Medicine Jeff Hanson

District 4 Minnesota: All other counties Dale Hansen
Ronald Welter

District 5 South Dakota: All other counties Ned Skinner
All Other States

The board has not taken a position on recommending any of the above nominees for election by the members.

Information about Nominees

The following table sets forth certain information, with respect to the nominees to the board of the Company. The 
number of capital units beneficially owned by the nominees to the board and existing board members not running 
for election is set forth below under “Security Ownership of Certain Beneficial Owners, Management and 
Nominees.”

       
1 Craig Converse

1953 Spyglass Hill Dr.
Brookings, SD 57006

49 — Craig has been a farmer for the past 14 
years. He has served as Chairman of the 
South Dakota Research and Promotion 
Council. He received a M.S. degree in 
Agronomy from South Dakota State 
University in Brookings, South Dakota, in 
1999.

2 Robert Nelsen
1173 280th Ave.
Westbrook, MN 56183

81 2016; also 
served from 
2005-2014 

and 
1995-2004

Robert is a retired farmer. He is a state 
director of the Minnesota Soybean 
Growers Association and a board 
member of the Murray County Corn and 
Soybean Growers. He is also a member 
of the Lions, VFW and American Legion.

District
Name and Position with
Company, if any, Address.  Age  

Board
Member
Since or

Prior
Board

Member  

Occupation
and

Background
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3 Jeffrey Hanson
2011 Hwy 40
Madison, MN 56256

64 2016 Jeffrey has been a farmer for the past 41 
years. He served as chairman for the 
Faith Lutheran Church in Madison, 
Minnesota. He graduated with a B.S. 
degree in Physical Education from 
Moorhead State, Moorhead, Minnesota, 
in 1981.

4 Dale Hansen
41679 260th St
Morgan, MN 56266

64 — Dale has been a farmer for the past 43 
years. He also worked as a township 
assessor in various townships in 
Redwood County, Minnesota. He served 
as director for Minnesota Soybean 
Processors, Inc., Brewster, Minnesota, 
and President of the Redwood TV 
Improvement, Redwood Falls, Minnesota. 
He received an AAS in Agriculture Sales 
& Marketing and Agriculture Business 
Management from the University of 
Minnesota - Waseca in Waseca, 
Minnesota in 1978. He also received an 
Associate's degree in Farm Management 
from South Central College, Mankato, 
Minnesota in 1992.

4 Ronald Welter
416 15th St. N
Cold Spring, MN 56320

73 — Ronald has been a CPA since 1975, 
serving as owner of Lesage Reynolds & 
Welter Co. Ltd., Eden Valley, Minnesota, 
since 1995. He has served as a director 
for the Eden Valley Hawks Baseball Club. 
He received his B.S. degree in 
Accounting from Mankato State 
University, Mankato, Minnesota, in 1970.

5 Ned Skinner
302 Fiddlers Point Dr
St. Augustine, FL 32080

Governance and Finance/
Audit Committees

69 2016 Ned has been the President of Skinner 
Agri-Products, Inc. since 1998. 
Previously, he was the Vice-President 
and General Manager of the 
Commodities and Starch & Specialty 
Products divisions for Tate & Lyle, 
Decatur, Illinois, and President of the 
Industrial & Food Service Division of 
Burns Philp, Sydney, Australia. He has 
served as a director for Portland Food 
Products in Portland, Oregon, Two Rivers 
Bank & Trust in Burlington, Iowa, and Nu 
World Foods in Naperville, Illinois. He 
received his B.S. degree in Industrial 
Administration from Iowa State University 
in Ames, Iowa, in 1974, and earned his 
M.B.A. from Harvard Business School, 
Cambridge, Massachusetts, in 1981.

District
Name and Position with
Company, if any, Address.  Age  

Board
Member
Since or

Prior
Board

Member  

Occupation
and

Background
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Information about Non-Nominee Board Members

The following table describes important information about the members of the board who are not subject to re-
election at the 2022 Annual Meeting and are continuing in office.

1 Jonathan Kleinjan
20414 463rd Ave.
Bruce, SD 57220

Vice-President; 
Governance, Finance/Audit 
and Nomination 
Committees

49 2014 2023 Jonathan has been a farmer for 
the past 26 years. He has been 
employed in the Plant Science 
Department at South Dakota 
State University since 2002 and 
is currently the director of Crop 
Performance Testing. He 
received a B.S. degree in Ag 
Business, a M.S. degree in 
Agronomy, and a Ph.D. in Plant 
Science from South Dakota 
State University, Brookings, 
South Dakota, in 1996, 2002, 
and 2019, respectively.

1 Craig Weber
45202 205th St.
Arlington, SD 57212

Governance Committee

55 2018 2024 Craig has been a farmer for the 
past 31 years. He has served 
as president of Brookings 
Kingsbury Counties Farm 
Bureau and treasurer for the 
Denver Township. He also 
served on the board for 
Arlington Community Oil, 
Arlington Farmers Elevator, and 
Prairie Ag Partners. He 
received a B.S. degree in 
Agriculture from South Dakota 
State University, Brookings, 
South Dakota, in 1989.

2 Spencer Enninga
13577 Nystrom Ave
Fulda, MN 56131

Nomination Committee

69 2020 2023 Spencer has been a farmer for 
the past 45 years. He is a 
former chairman of Nobles 
Cooperative Oil and AgStar 
Farm Credit Association. He 
received a B.S. degree in 
Animal Science from University 
of Minnesota, St. Paul, 
Minnesota, in 1976.

2 Doyle Renaas
22223 459th Ave.
Nunda, SD 57050

55 2018; also 
served from 
2012-2016

2024 Doyle has been a farmer for the 
past 37 years. He is a director 
for Kingsbrook Rural Water and 
has also serve a a director for 
Rutland High School, Grace 
Curch Couoncil and the Clarno 
Township. He graduated with 
an Associate's degree in 
Agriculture from South Dakota 
State University, Brookings, 
South Dakota, in 1992.

District

Name and Position with
Company, if any, 
Address.  Age  

Board
Member
Since or

Prior
Board

Member  

Current
Term

Expiring*  

Occupation
and

Background
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3 Wayne Enger
2090 180th St.
Madison, MN 56256

Finance/Audit and 
Nomination Committees

69 2014; also 
served from 
2004-2013

2023 Wayne has been a farmer for 
the past 47 years. He is a 
former secretary of the 
Madison Farmers Elevator and 
former board member of the 
Lac Qui Parle County Soybean 
Producers. He also served as 
president and treasurer of the 
Midwest Cattlemen's 
Association and is the former 
president and financial 
secretary of the Garfield 
Lutheran Church Board. He 
received a B.A. degree in 
Mathematics and German 
Literature from University of 
Minnesota - Morris in 1975.

3 Gary Goplen
2574 220th St.
Canby, MN 56220

Secretary; Governance 
Committee

58 2015 2024 Gary has been a farmer for the 
past 41 years. He was a 
maintenance worker for 
Associated Milk Producers in 
Dawson, Minnesota, for 19 
years. He is a former president 
and membership chairman for 
the Midwest Cattlemen's 
Association. He served as 
group leader and on the 
livestock committee for the 
OWA 4H in Canby, Minnesota. 
He also served as treasurer 
and superintendent of the 
Dawson Covenant Church 
Sunday School program. He 
graduated with a degree in 
Farm Diesel Mechanics from 
Canby Vo-Tech, Canby, 
Minnesota, in 1983.

4 Mark Brown
1003 4th St. N
St. James, MN 56081

Finance/Audit and 
Nomination Committees

70 2017 2023 Mark has been a farmer for the 
past 25 years. He has been 
employed as an agricultural 
loan officer in the Farm Credit 
system since 1981. He is a 
state director of the Minnesota 
Soybean Growers Association 
and a past president of the St. 
James Lions Club and First 
Lutheran Church in St. James, 
Minnesota. He graduated with 
a B.S. degree in Science 
Teaching from Mankato State 
University, Mankato, 
Minnesota, in 1973.

District

Name and Position with
Company, if any, 
Address.  Age  

Board
Member
Since or

Prior
Board

Member  

Current
Term

Expiring*  

Occupation
and

Background
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4 Michael Reiner
502 W Central St.
Springfield, MN 56087

Finance/Audit Committee

68 2018 2024 Michael has been a farmer for 
the past 42 years. He serves as 
chairman of the St. Raphael 
Education Board. He also 
served as secretary/treasurer 
for Southern Minnesota Farm 
Crops Association. He received 
a B.S. degree in Business 
Administration from Bemidji 
State University, Bemidji, 
Minnesota, in 1976.

5 Ronald Anderson
1414 S State St.
Chicago, IL 60605

Nomination Committee

81 2017 2023 Ronald has been a farmer in 
Lyon County, Minnesota, for the 
past 35 years. He was self-
employed with RLA Trading, 
LLC from 1994 until December 
2016. He was a Senior Vice-
President at Continental Grain 
Company for 27 years. He was 
involved in the original 
feasibility study for the 
Company starting in 1992. He 
received a B.S. degree in 
Agricultural Education from 
South Dakota State University, 
Brookings, South Dakota, in 
1963.

5 Lewis Bainbridge
26355 406th Ave
Ethan, SD 57334

72 2021 2024 Lewis has been a farmer for the 
past 45 years. He served as 
chairman of the United 
Soybean Board, the South 
Dakota Soybean Research & 
Promotion Council and the 
South Dakota Corn Utilization 
Council. He served as a 
helicopter pilot in the Army for 
five years. He received a B.S. 
degree in Plant Science from 
South Dakota State University, 
Brookings, South Dakota, in 
1972.

District

Name and Position with
Company, if any, 
Address.  Age  

Board
Member
Since or

Prior
Board

Member  

Current
Term

Expiring*  

Occupation
and

Background

Information about Executive Officers

The following individuals serve as our principal executive officers in the capacities listed. These officers serve at the 
discretion of the board and can be terminated without notice.

Name  Age  Position
     
Thomas J. Kersting  59  Chief Executive Officer
Mark Hyde  48  Chief Financial Officer

Thomas J. Kersting, Chief Executive Officer. Tom has served as the chief executive officer since March 28, 2011. 
As chief executive officer, he is responsible for the entire operation of the Company. Prior to serving as the chief 
executive officer, he served as commercial manager of the Company from 1998 to 2011 and as procurement 
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manager from 1996 to 1998. He is a licensed commodity broker and a former director of the National Oilseed 
Processors Association. He graduated from the University of Minnesota’s College of Agriculture with a B.S. in 
Agricultural Business Administration with an emphasis in operations management.

Mark Hyde, CPA, Chief Financial Officer. Mark has served as the chief financial officer since November 1, 
2010. He is responsible for all financial, accounting and reporting obligations of the Company. Prior to becoming 
chief financial officer, he served as corporate controller of the Company from 2003 to 2010. Prior to this time, he 
was employed as a senior associate with Eide Bailly LLP, in Sioux Falls, South Dakota. He graduated from the 
University of South Dakota with a B.S. in Business Administration, and from the University of Denver with a Masters 
of Accounting.

PROPOSAL TWO: APPROVAL OF AMENDMENTS TO OPERATING AGREEMENT

The second proposal at the Annual Meeting, which is presented by the Company, is the approval of amendments to 
Article 8, Section 8.4 of the Company’s Operating Agreement. The specific text of the amendments can be found 
below under “Proposed Amendments to Operating Agreement,” followed by the “Background and Purpose of 
Amendments” and “Effect on Members if Amendments Approved.” Also attached to this Proxy Statement is 
Attachment A, a copy of the Amended and Restated Operating Agreement incorporating all of these amendments 
which, if adopted, would become effective after adjournment of the Annual Meeting. You are urged to review the 
Amended and Restated Operating Agreement in its entirety. The board recommends that the amendments be 
approved and that you vote “FOR” the amendments.

Proposed Amendments to Operating Agreement

The text of the proposed amendments to Article 8 is either crossed out to reflect what is being deleted by the 
proposed amendments or underscored to reflect what is being added by the proposed amendments.

8.4 Number; Term of Office; Election .

(a) The number of Managers of the Company shall consist of be set at 15 9 individuals until such time 
as the Members vote to change the number of Managers serving on the Board of Managers. If the number 
of Managers is increased, the newly created Manager positions shall be filled at the next annual meeting by 
election by the Members. If the number of Managers is decreased, then the decrease shall coincide with the 
next annual or special meeting and all Managers shall be subject to reelection by the Members. Each 
Manager shall hold office according to the provisions of Section 8.4(b) unless such Manager resigns, dies, 
or becomes disabled.

(b) A person must be a Member or a representative owner of a Member of the Company to be elected 
to the Board of Managers. Managers shall be elected on a staggered basis, resulting in elections of five 
three Managers annually. Each Manager shall be elected to office by the Members for a term of three years 
or until the Manager’s earlier resignation or removal. No Manager may serve more than three consecutive 
three year terms on the Board of Managers, and the original terms of the Managers as directors of the 
Cooperative shall be included in calculating length of service. If a Manager’s term expires, the Manager 
shall continue to serve until the Manager’s successor shall have been elected and qualified. If a Manager is 
appointed to complete an unexpired term, that portion of the unexpired term shall not be counted when 
calculating the Manager’s length of service.

(c) At each annual meeting, except as otherwise provided herein, one Manager from each geographic 
district shall be elected from the following five three geographical districts:

District State Counties
1 South Dakota Brookings, Deuel, Hamlin, and Kingsbury, Lake, Lincoln, McCook, Miner, 

Minnehaha, Moody and Turner

2 South Dakota Lake, McCook, Miner, Minnehaha and Moody
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2 Minnesota Cottonwood, Jackson, Lac qui Parle, Lincoln, Lyon, Murray, Nobles, 
Pipestone, Redwood, and Rock and Yellow Medicine

3 Minnesota Lac qui Parle, Lincoln, Lyon, Redwood and Yellow Medicine
South Dakota All other counties in Minnesota, South Dakota, and other States
All Other States

4 Minnesota All other counties in Minnesota.

5 South Dakota-
All Other States

All other counties in South Dakota.

It is intended that each of the five three geographic districts have approximately equal numbers of Members located 
in each district. Boundaries of districts may be changed by a majority vote of the Members at an annual or special 
meeting of the Members. However, if the boundaries are changed by a vote taken at an annual meeting, the change 
of district boundaries shall not be effective until adjournment of the annual meeting so that the election of Managers 
to be held during said annual meeting shall be completed under the former district boundaries.

Background and Purpose of Amendments

The primary purpose of the amendments is to reduce the size of the board. The board believes that by decreasing 
the size of the board, it will be easier to search for candidates to serve on the board, improve communications 
among board members, improve communications between the board and management, decrease costs associated 
with board governance, and improve overall efficiency and functionality of the Company. Over the last several years, 
it has been increasingly difficult for the Company to find qualified candidates who are willing to serve on the board. 
The board continues to believe that representation of the board based on geographical districts is the fairest and 
most equitable means of obtaining member representation and input, but believes this objective can be achieved 
equally well through three geographical districts instead of the current five.

Effect on Members if Amendments Approved

If the proposed amendments to Section 8.4 of the Operating Agreement are approved by the Company’s members, 
it will reduce the size of the board from 15 to 9 individuals and redefine the geographical districts from which board 
members are elected, changing the number of districts from 5 to 3. The three districts and counties from which 
members will vote will be the following:

District State Counties
1 South Dakota Brookings, Deuel, Hamlin, Kingsbury, Lake, Lincoln, McCook, Miner, 

Minnehaha, Moody and Turner

2 Minnesota Cottonwood, Jackson, Lac qui Parle, Lincoln, Lyon, Murray, Nobles, 
Pipestone, Redwood, Rock and Yellow Medicine

3 Minnesota
South Dakota
All Other States

All other counties in Minnesota, South Dakota and other States

If approved at the Annual Meeting, the amendments will become effective immediately after adjournment of the 
2022 Annual Meeting. At the 2023 Annual Meeting, the board election will consist of an election for 9 board 
members with three members being elected from each of the three newly created districts. All incumbent board 
members, including members whose terms do not currently expire until after 2023, will be required to run for 
reelection at such time if they wish to run again. Board members from each district will continue to be elected by 
plurality vote of the members from the particular district. After the 2023 Annual Meeting of Members, board terms 
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will be staggered into one year, two year, and three year terms, resulting in the election of three board members 
each year, one from each of the three districts.

Voting Procedures for Approval of Amendments of Operating Agreement

As stated above, each member is entitled to cast only one vote for each matter to be voted upon at the Annual 
Meeting—regardless of the number of capital units he or she owns. Only members present at the Annual Meeting, 
either in person or by written ballot, will be entitled to vote. Provided a quorum is present at the Annual Meeting, a 
vote “FOR” by a majority of the members voting will result in an approval and adoption of the amendments to the 
Operating Agreement in the form of the Amended and Restated Operating Agreement attached as Attachment A.

The board recommends that you vote “FOR” approval of the Amendments contained in the Amended and Restated 
Operating Agreement described in this Proxy Statement and attached as Attachment A.

PROPOSAL THREE: ADVISORY (NON-BINDING VOTE ON EXECUTIVE COMPENSATION

We are requesting your advisory (non-binding) approval of the compensation of our named executive officers as 
disclosed in Executive Officers and Executive Compensation, the compensation tables, and related narrative 
disclosures in this Proxy Statement. This non-binding advisory vote is commonly referred to as a “Say-on-Pay” vote. 
Please read the Compensation of Officers and Managers section starting on page 17 of this Proxy Statement for a 
detailed discussion about our executive compensation programs, including information about the compensation paid 
to our named executive officers in 2021.

Although the advisory Say-on-Pay vote is non-binding, our board of managers will consider the outcome of the vote 
when making future compensation decisions for named executive officers.

Our total compensation philosophy is designed to maintain a compensation program that will:

• Attract, retain and reward associates with the skills required to accomplish the Company's strategic 
business objectives;

• Provide accountability and incentives for achievement of those objectives;

• Link compensation to financial performance and increased capital unit value;

• Properly balance the risk profile of the Company with both short- and long-term incentives;

• Be designed within a consistent philosophy and framework;

• Create a culture of adherence to core values and strong ethical behavior; and

• Be integrated with the Company's business processes, including business planning, performance 
management, and succession planning.

The total compensation philosophy seeks to achieve the appropriate balance among market-based salaries, 
variable incentive compensation and benefits designed to incentivize and reward both the current and long-term 
achievement of our business objectives, business and financial plans, and mission fulfillment. It also seeks to 
incentivize prudent risk taking within board-established parameters, properly balancing between short- and long-
term business performance. For named executive officers, the Company strives to deliver a significant portion of 
total target compensation through performance-based pay. The board believes that this philosophy fosters a 
performance-oriented, results-based culture wherein compensation varies from one year to the next on the basis of 
actual results achieved. The board also finds that this variable performance-based compensation approach has 
been effective at driving financial performance in a difficult economic environment, aligning the interests of our 
members and our executives, and retaining qualified and experienced executives.

We are asking you to indicate your support for the compensation of our named executive officers as described in 
the Proxy Statement. This vote is not intended to address any specific item of compensation, our general 
compensation policies, or the compensation of our board of managers. Rather, this vote relates to the overall 
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compensation of our named executive officers and the philosophy, policies and practices described in this Proxy 
Statement. We are asking you to vote, on an advisory basis, on the following resolution at the Annual Meeting:

“RESOLVED, that the members of the Company hereby approve, on an advisory basis, the compensation 
paid to the Company’s named executive officers, as disclosed in Compensation of Officers and Managers, 
the compensation tables, and related information in this Proxy Statement.”

OUR BOARD UNANIMOUSLY RECOMMENDS THAT MEMBERS CAST THEIR ADVISORY VOTE IN FAVOR OF 
“FOR” THE FOREGOING RESOLUTION.

CORPORATE GOVERNANCE

Board Structure

The board currently consists of 15 persons representing five geographical districts. The geographical districts are 
located primarily in South Dakota and Minnesota. The president (chairman) of the board does not serve as our chief 
executive officer, chief financial officer, or in any management executive position. Also, neither our chief executive 
officer, chief financial officer, nor any management personnel serves on the board.

Determination of Board Independence

Although the board is exempt from the independence listing standards because the Company’s securities are not 
listed on a national securities exchange or listed in an automated inter-dealer quotation system of a national 
securities association or to issuers of such securities, the board has considered the independence of the nominees 
for election at the Annual Meeting and the existing board members not running for election at the Annual Meeting 
under NASDAQ Rule 5605(a)(2). The board has determined that, with the exception of Messrs. Howell and 
Kleinjan, all of the nominees to the board and existing board members not running for election are independent 
under NASDAQ Rule (a)(2). Messrs. Howell and Kleinjan are not considered independent because each received 
from the Company over $120,000 for the sale and delivery of soybeans to the Company within any of the preceding 
three years.

Committees of the Board of Managers and Committee Independence

The board has the following committees: finance/audit committee, governance committee, and nomination 
committee. The board does not have a standing compensation committee because of the Company’s small size and 
management structure which the board believes reduces the need for such committee; instead, the governance 
committee and the remaining members of the board participate in the consideration of executive officer and board 
compensation. The composition and function of the committees of the board are set forth below.

Finance/Audit Committee. The finance/audit committee acts under an audit committee charter, which is available on 
the Company’s website at www.sdsbp.com under “Investors,” “Finance and Audit Committee Charter.” The charter is 
used by the audit committee to guide its activities. The current members of the audit committee are Ned Skinner, 
who serves as the chairman of the committee, Mark Brown, Wayne Enger, Jonathan Kleinjan, and Michael Reiner. 
Because our board members are generally farmers, as is common for producer-based agricultural entities, we do 
not have a financial expert serving on our finance/audit committee. Although our finance/audit committee is exempt 
from the independence listing standards because our capital units are not publicly traded or listed on a national 
securities exchange or listed in an automated inter-dealer quotation system of a national securities association or to 
issuers of such securities, we believe that, with the exception of Mr. Kleinjan, all of the members of the finance/audit 
committee are independent within the meaning of NASDAQ Rule 5605(a) and (c). Mr. Kleinjan is not independent 
because he received payment from the Company for the sale and delivery of soybeans to the Company within any 
of the three preceding years. The finance/audit committee held eight meetings during the fiscal year ended 
December 31, 2021.

Governance Committee. The governance committee assists the board in the supervision of the chief executive 
officer and chief financial officer, including the review of their performance and compensation package, reviews legal 
issues and responsibilities of the Company, and provides guidance on future long- and short-term planning of the 
Company. The current members of the governance committee are Gary Kruggel, who serves as chairman of the 
committee, Gary Goplen, Jonathan Kleinjan, Ned Skinner and Craig Weber. The governance committee held five 
meetings during the fiscal year ended December 31, 2021.

12



Nomination Committee. The nomination committee acts under a nomination committee charter that is available for 
review on our website at www.sdsbp.com under “Investors,” “Nomination Committee Charter.” The members of the 
nomination committee for the 2022 Annual Meeting are Jonathan Kleinjan, who serves as the chairman of the 
committee, Ronald Anderson, Mark Brown, Wayne Enger and Spencer Enninga. New members of the nomination 
committee are selected each year and will be appointed for purposes of the 2023 Annual Meeting. The nomination 
committee reviews the nomination petition forms submitted by members and searches for and contacts potential 
nominees for open positions on the board. We believe that, with the exception of Mr. Kleinjan, all of the members of 
the nomination committee are independent within the meaning of NASDAQ Rule 5605(a). Mr. Kleinjan is not 
independent because he received payment from the Company for the sale and delivery of soybeans to the 
Company within any of the three preceding years. The nomination committee held three meetings in 2021 and 
through March 31, 2022.

Board Attendance at Board, Committee and Annual Member Meetings

The board held eleven regularly scheduled meetings and two special meetings during the fiscal year ended 
December 31, 2021. Each board member attended at least 75% of the meetings of the board during the fiscal year 
ended 2021. Each manager attended at least 75% of the committee meetings of which each was a member during 
the fiscal year ended 2021. The Company does not have a formal attendance policy for the Annual Meeting; 
however, we encourage all board members to attend the Annual Meeting of members. Due to the COVID-19 
pandemic and the federal, state, and local orders and guidelines on the size of public gatherings, the 2021 Annual 
Meeting strictly limited attendance in person to only existing members of the Board of Managers and nominees 
thereto, and key management personnel. Therefore, only one board member attended in person the Annual 
Meeting of members in 2021.

Board Nomination

Criteria for Nomination to the Board. The nomination committee is responsible for identifying, evaluating and 
approving qualified candidates for nomination as managers. The committee has not adopted minimum qualifications 
that nominees must meet in order for the committee to recommend them to the board. Rather, the committee 
evaluates each prospective nominee against general standards and qualifications, including their:

• experience in the Company's core business or ancillary markets;

• ability to represent the interests of the members of the Company;

• level of integrity, commitment and independence of thought and judgment; and

• ability to dedicate sufficient time, energy and attention to the diligent performance of his or her duties.

The committee also considers other relevant factors as it deems appropriate, including:

• the current composition of the board, and the extent to which the prospective nominee would contribute to 
the board's diversity in terms of talent, skill, knowledge, and expertise; and

• the evaluations of other prospective nominees.

Members are permitted and encouraged each year to recommend a prospective nominee to the board by sending a 
letter to the attention of the nomination committee. In addition, our operating agreement requires all board members 
to be members or a representative owner of a member in the Company, which in effect causes members generally 
to nominate to the board other members of the Company or causes members of the Company to submit nomination 
on behalf of themselves.

Process for Identifying and Evaluating Nominees

To be nominated for election to the board at an annual meeting, nominations are required to be submitted in writing 
to our office, 100 Caspian Ave, PO Box 500, Volga, South Dakota 57071-0500. Nominations are required to be 
submitted no earlier than January 1 and no later than March 15 of each year. The letter may include whatever 
supporting material the member considers appropriate. A member who is himself or herself interested in being 
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considered for nomination to the board is required to fill out a questionnaire and return the questionnaire to the 
nomination committee no earlier than January 1 and no later than March 15 of each year.

Once the committee has identified a prospective nominee, the committee makes an initial determination as to 
whether to conduct a full evaluation of the candidate. This initial determination is based on the information provided 
to or known by the committee, which may be supplemented by inquiries to the person making the recommendation 
or others. The preliminary determination is based primarily on the following factors:

• the need for additional board members to fill vacancies or expand the size of the board; and

• the likelihood that the prospective nominee can satisfy the evaluation factors described above.

If the committee determines (in consultation with the other managers as appropriate) that additional consideration is 
warranted, it may gather additional information about the prospective nominee’s background and experience. The 
committee then evaluates the prospective nominee against the standards and qualifications it determines are 
relevant. After completing this evaluation, the committee determines whether or not a nominee should be presented 
for election by the members.

Board Nominees for the 2022 Annual Meeting

The nomination committee selected the six nominees - Craig Converse, Dale Hansen, Jeff Hanson, Robert Nelsen, 
Ned Skinner and Ronald Welter for the 2022 Annual Meeting of Members. Messrs. Hanson, Nelsen, and Skinner 
were selected because, as existing or former board members of the Company, each has valuable knowledge and 
experience about the Company’s business and operations. Most nominees were further selected because they are, 
or once were, an agriculture producer, a factor which provides the Company with valuable skills and information 
about the soybean and farming industry. Other nominees were selected because of their experience and skills in 
agricultural-related or financial industries. For purposes of the 2022 Annual Meeting, all of the selected nominees 
are members of the Company who submitted nomination petitions on behalf of themselves.

Relationships between Board Members, Executive Officers, or Nominees

No family or interlocking relationships exist between any of the managers of the board, officer, key employee, or 
nominee of the Company.

Communications with the Board

Members and other parties interested in communicating directly with the board, or to an individual member of the 
board, may do so in writing to the board or to an individual member of the board. Communications should be 
addressed to: the name of the individual board member, or the Board of Managers, South Dakota Soybean 
Processors, LLC, 100 Caspian Ave, PO Box 500, Volga, South Dakota 57071.

Code of Ethics

Our board has adopted a Code of Ethics that applies to our officers, including our chief executive officer and chief 
financial officer. A copy of the Code of Ethics can be obtained, without charge, by writing to the Company at the 
following address:

South Dakota Soybean Processors, LLC
100 Caspian Ave, PO Box 500

Volga, South Dakota 57071

Amendments and modifications to, and waivers of, the Code of Ethics will be promptly disclosed by the Company, to 
the extent required under the Exchange Act, on a current report on Form 8-K.
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REPORT OF THE AUDIT COMMITTEE OF THE BOARD OF MANAGERS

The finance/audit committee oversees our accounting and financial reporting process and assists the board in 
fulfilling its oversight responsibilities. Our management has the primary responsibility for the financial statements 
and the reporting process. Our independent auditor, Eide Bailly LLP, is responsible for expressing an opinion on the 
conformity of the audited financial statements to generally accepted accounting principles. The finance/audit 
committee reviewed and discussed with management our audited financial statements as of and for the year ended 
December 31, 2021. The finance/audit committee has discussed with Eide Bailly LLP the matters required to be 
discussed by applicable standards of the Public Company Accounting Oversight Board ("PCAOB") and the SEC. 
We have reviewed the written disclosures and the letter from Eide Bailly LLP required by the PCAOB and have 
discussed with Eide Bailly LLP its independence in connection with its audit of our most recent financial statements. 
Based on this review and these discussions, we recommended to the board that the financial statements be 
included in our 2021 Annual Report.

 THE FINANCE/AUDIT COMMITTEE
 
 Mark Brown
 Wayne Enger
 Jonathan Kleinjan
 Michael Reiner
 Ned Skinner

INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Eide Bailly LLP, independent certified accountants, served as our independent registered public accounting firm for 
the fiscal years ended December 31, 2021 and 2020. Representatives of Eide Bailly are not expected to be present 
at the 2022 Annual Meeting of Members. The fees paid in 2021 and 2020 are as follows:

Fees for Fiscal Year Ended December 31, 2021:

Audit Fees. Eide Bailly LLP billed a total amount of $113,850 for professional services rendered for the audit of the 
Company’s various annual financial statements for the fiscal year ended December 31, 2021, and the reviews of the 
financial statements included in the Company’s Form 10-Qs for the fiscal year ended December 31, 2021.

Tax Fees. Eide Bailly LLP billed a total amount of $41,325 for professional tax services for the fiscal year ended 
December 31, 2021.

All Other Fees. Eide Bailly LLP did not render any other services for which fees were paid for services rendered in 
connection with other matters requested by the Company during the fiscal year ended December 31, 2021.

Fees for Fiscal Year Ended December 31, 2020:

Audit Fees. Eide Bailly LLP billed a total amount of $108,900 for professional services rendered for the audit of the 
Company’s various annual financial statements for the fiscal year ended December 31, 2020, and the reviews of the 
financial statements included in the Company’s Form 10-Qs for the fiscal year ended December 31, 2020.

Tax Fees. Eide Bailly LLP billed a total amount of $38,225 for professional tax services for the fiscal year ended 
December 31, 2020.

All Other Fees. Eide Bailly LLP did not render any other services for which fees were paid for services rendered in 
connection with other matters requested by the Company during the fiscal year ended December 31, 2020.

Audit Committee Pre-Approval Policies

The finance/audit committee charter provides that the finance/audit committee is required to approve in advance 
any fees related to non-audit services. Accordingly, Eide Bailly submits to the finance/audit committee a notice of 
services proposed to be provided and the associated fees prior to the provision of any non-audit services.
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COMPENSATION OF OFFICERS AND MANAGERS

Compensation Discussion and Analysis

Overview

Throughout this proxy statement, the individuals who serve as our Chief Executive Officer and Chief Financial 
Officer are referred to as the "executive officers".

Compensation Committee

The five-member governance committee serves as the Company's compensation committee for the year ended 
December 31, 2021. The governance committee assists the board in the supervision of the chief executive officer 
and chief financial officer, including the review of their performance and compensation package. The governance 
committee ensures that the total compensation paid to executive officers is fair, reasonable and competitive.

The governance committee:

1. establishes and administers a compensation policy for the executive officers;

2. reviews and approves the compensation policy for all of the employees other than the executive officers;

3. reviews and monitors our financial performance as it affects our compensation policies or the administration 
of those policies;

4. reviews and monitors our succession plans;

5. approves awards to employees pursuant to our incentive compensation plans; and

6. approves modifications in the employee benefit plans.

All of the governance committee's actions are reported to the full board and, where appropriate, submitted to the 
board for ratification. In determining the Chief Executive Officer's compensation, the governance committee 
considers evaluations prepared by the board. From time to time, the governance committee may delegate the Chief 
Executive Officer the authority to implement certain decisions of the committee, to set compensation for other 
executive officers and management employees and to fulfill administrative duties.

In setting compensation, the governance committee took into account the member vote at the 2019 Annual Meeting 
of Members called on the "Say-on-Pay" proposal, where the members voted in favor of the Company's system of 
compensating its executive officers, the vote of which is held every three years.

Compensation Philosophy and Objectives

Our total compensation philosophy is designed to maintain a compensation program that will:

• attract, retain and reward associates with the skills required to accomplish the Company's strategic 
business objectives;

• provide accountability and incentives for achievement of those objectives;

• link compensation to financial performance and increased capital unit value;

• properly balance the risk profile of the Company with both short- and long-term incentives;

• be designed within a consistent philosophy and framework;

• create a culture of adherence to core values and strong ethical behavior; and

16



• be integrated with the Company's business processes, including business planning, performance 
management, and succession planning.

Compensation Committee Procedures

The governance committee is responsible for determining the nature and amount of compensation for the 
Company's executive officers. The governance committee receives input from the Chief Executive Officer on the 
personal performance achievements of the executives and management employees who report to him. This 
individual performance assessment determines a portion of the annual compensation for each management 
employee. In addition, the Chief Executive Officer provides input on salary increases, incentive compensation 
opportunities, and long-term incentive grants for the executives and management employees who report to him, 
which the committee considers when making executive compensation decisions. 

The governance committee conducts its own performance review of the Chief Executive Officer. The governance 
committee annually evaluates the performance of our Chief Executive Officer and determines and approves the 
Chief Executive Officer's compensation level based on this evaluation. In determining the long-term incentive 
component of the Chief Executive Officer's compensation, the compensation committee will consider all relevant 
factors, including the Company's performance, the value of similar awards to chief executive officers of comparable 
companies, and the awards given to the Chief Executive Officer of the Company in past years. The Chief Executive 
Officer is not present during committee deliberations concerning his compensation.

The governance committee also provides input to the Chief Executive Officer regarding their annual performance 
review and compensation level of the Chief Financial Officer.

Compensation Elements

Generally, the types of compensation and benefits provided to the executive officers are similar in form to the 
compensation and benefits provided to our other employees. For the year ended December 31, 2021, the principal 
components of our compensation for executive officers included:

• base salary;

• incentive cash bonuses; 

• deferred compensation bonuses; and

• other personal benefits.

We expect that the principal components of compensation for any executive officer who may be hired in 2022 will be 
comprised of the same principal components. We have entered into employment agreements with Mr. Kersting (our 
CEO) and Mr. Hyde (our CFO). These components have been included in the employment agreements with our 
executive officers, as well as in Company policies.

Base Salaries

Base salaries for our executive officers are established based on the scope of their roles, responsibilities, 
experience levels and performance, and taking into account competitive market compensation paid by comparable 
companies for similar positions. Base salaries are reviewed approximately annually, and may be adjusted from time 
to time to realign salaries with market levels after taking into account individual performance and experience.

Bonus

Annual incentive compensation in the form of a bonus is made to all full-time employees, including executive 
officers, under an employee profit-sharing program approved by the board. Under the annual incentive program, a 
cash bonus is made to executive officers if and only to the extent the Company is profitable, based on the 
Company’s defined net income at the end of the fiscal year. For all executive officers, including Messrs. Kersting 
and Hyde, the specific percentage awarded is based on a formula and an evaluation by the Chief Executive Officer 
and board of managers, who take into account current base salary level, level of responsibility and the impact of the 
executive officer's position on profits. Specifically, if net income exceeds $2 million at the end of the year, an 
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aggregate amount, or pool, is set aside for distribution based on the following formula: [Net Income - $2 million] * 
4.7%. Net income for purposes of this calculation is defined as consolidated net income according to our audited 
financial statements, excluding any income or expense that may be considered extraordinary and not arising in the 
ordinary course of business. Our net income in 2021, 2020, and 2019 for purposes of calculating the employees’ 
incentive pool was $29.43 million, $16.33 million, and $11.60 million, respectively.

Deferred Compensation

The Company's deferred compensation plan provides the opportunity to encourage and reward contributions by the 
CEO that advance long-term company success and sustainability. The long-term incentive awards that result from 
the deferred compensation plan are intended to form a competitive, comprehensive total compensation package, in 
combination with base salary, short-term/annual bonus incentives, and benefits. The primary objectives of the 
deferred compensation plan are to motivate, retain, and reward the CEO for continuing to contribute to the long-
term success of the Company.

The CEO earns deferred compensation awards based on performance achievements during the applicable fiscal 
year. Performance is expected to be measured through the Company’s outcomes relative to its long-term objectives 
with consideration for individual participant’s contributions. The target value of plan are communicated at the 
beginning of the fiscal year, at the discretion of the Board of Managers, and the actual award values are adjusted 
based on the CEO’s performance against predefined metrics consistent with the long-term strategy of the Company. 
The accumulated account balance will vest, ratably over eight (8) years, at 12.5% per year. Vested amounts will 
then be paid in conjunction with or post-separation, as specified upon the initial award.  While in the plan, award 
amounts are deposited into an investment account, effectively owned by the Company inside a ‘Rabbi Trust’, with 
investment direction at the discretion of the CEO.

Each year, the prospective deferred compensation plan features (i.e., target award, performance goals/metrics, 
payout range) are determined via discussion/negotiation between the CEO and the board of managers.

Employment Agreements with Executive Officers

On January 1, 2020, we entered into a new employment agreement with Mr. Kersting which continues until 
terminated by Mr. Kersting or the Company.

The employment agreement provides for an initial base salary of $385,000 for 2020, 2021 and 2022, and is subject 
to review and adjustment on an annual basis by the board of managers. The agreement contains benefits relating to 
termination and change in control. In the event Mr. Kersting is terminated from employment from the Company for 
various reasons, he is entitled to a payment for the greater of the remaining term of his agreement (up to a 
maximum of 36 months) or a 52-week period, equal to Mr. Kersting's base salary at the time of termination. If Mr. 
Kersting voluntarily terminates his employment or is terminated for "cause" by the Company, he has no right, and 
the Company has no obligation, to continue salary or other employee benefits after the date of termination.

The employment agreement prohibits Mr. Kersting from competing with the Company anywhere in North America 
during the term of the employment agreement and for two years thereafter. The employment agreement also 
restricts Mr. Kersting from disclosing certain Company information, interfering with the Company and soliciting 
customers, suppliers or past or present employees of the Company in connection with a competitive business in 
North America for one year after the date of termination.

On March 21, 2017, we entered into an employment agreement with Mr. Hyde which continues until terminated by 
Mr. Hyde or the Company.

The employment agreement provided for an initial base salary of $124,000 and is subject to review and adjustment 
on an annual basis by the Chief Executive Officer of the Company. The agreement contains benefits relating to 
termination and change in control. In the event Mr. Hyde is terminated from employment for various reasons, he is 
entitled to a payment for the lesser of the number of months equal to the number of years during which Mr. Hyde 
was employed by the Company or 24 months, equal to Mr. Hyde's base salary at the time of termination. If Mr. Hyde 
voluntarily terminates his employment or is terminated for "cause" by the Company, he has no right, and the 
Company has no obligation, to continue salary or other employee benefits after the date of termination.
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The employment agreement prohibits Mr. Hyde from competing with the Company anywhere in North America 
during the term of the employment agreement and for one year thereafter. The employment agreement also restricts 
Mr. Hyde from disclosing certain information about the Company, interfering with the Company and soliciting 
customers, suppliers or past or present employees of the Company in connection with a competitive business in 
North America, for one year after the date of termination.

Potential Payments upon Termination or Change in Control

If our Chief Executive Officer and Chief Financial Officer would have been dismissed without cause on December 
31, 2021, and assuming that there was no reduction for salary earned in other employment, the Company estimates 
that it would have provided salary and health care benefits over a 36-month period of approximately $1,236,000 and 
$256,000, pursuant to our employment agreements with the Chief Executive Officer and Chief Financial Officer, 
respectively.

Stock Awards

None

All Other Compensation

Other compensation provided to our executive officers includes such things as defined contribution plans and life 
insurance premiums. We provide these benefits, as well as medical and dental coverage, to our executive officers to 
the same extent as such benefits are provided to our other employees. These benefits are intended to make our 
executive officers more efficient and effective and provide for their health and well-being. The board reviews these 
other benefits to confirm that they are reasonable and competitive in light of the overall goal of designing the 
compensation program to attract and retain talent while maximizing the interests of our members.

Defined Contribution Plans - We provide the executive officers and all employees of the Company a tax-qualified 
401(k) plan of the Internal Revenue Code. We match 50% of all full-time employees’ contributed earnings, up to a 
maximum contribution of three percent (3%) of the employee’s wages.

Life Insurance Premiums - We pay premiums for basic term life insurance, and accidental and disability insurance 
policies for all executive officers and all employees of the Company.

Perquisites - Our Chief Executive Officer and Chief Financial Officer do not receive any perquisites. If any 
perquisites are received and used for personal reasons, the cost of value is imputed to the executive officers as 
income and the executive officers are responsible for all applicable taxes.

Accounting and Tax Treatment of Awards

None of our executive officers, managers, or employees receives compensation in excess of $1,000,000 and 
therefore the entire amount of their compensation is deductible by the Company as a business expense. Certain 
large executive compensation awards are not tax deductible by companies making such awards. None of our 
compensation arrangements are likely to reach this cap in the foreseeable future.

Compensation Committee Report

The governance committee has reviewed and discussed the Compensation Discussion and Analysis with 
management. Based upon this review and discussion, the board of managers determined that the Compensation 
Discussion and Analysis should be included in this proxy statement.
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 THE GOVERNANCE COMMITTEE 
  
 Gary Goplen
 Jonathan Kleinjan
 Gary Kruggel
 Ned Skinner

Craig Weber

Summary Compensation Table

The tables below summarize the total compensation paid or earned for services in all capacities during each of the 
previous three years for (i) Tom Kersting, who has served as our chief executive officer; and (ii) Mark Hyde, who 
served as our chief financial officer. There were no other executive officers, or employees acting in similar capacity, 
in the previous three years.

Tom Kersting 2021 $ 385,000 $ 192,043 $ 96,250 $ — $ 9,465 $ 682,758 
  Chief Executive Officer 2020  385,000  100,288  —  —  9,315  494,603 

2019  385,000  57,624  —  —  9,021  451,645 

Mark Hyde 2021 $ 143,000 $ 48,625 $ — N/A $ 5,636 $ 197,261 
  Chief Financial Officer 2020  138,500  22,776  — N/A  5,357  166,633 

2019  134,000  15,593  — N/A  5,934  155,527 

Name and Principal 
Position Year

Salary*
($)

Bonus*
($)

Deferred 
Compensation

*
($)

Stock
Awards*

($)

All Other*
Compensation

($)
Total
($)

* See “Base Salaries,” “Bonus,” "Deferred Compensation," “Stock Awards,” and “All Other Compensation” above for 
further information.

Board of Managers' Compensation

Our board compensation policy for fiscal year 2021 was approved by our board in February 2019. For each board or 
committee meeting or function, the president receives a fee of $900, the secretary receives a fee of $700, and all 
other managers receive a $500 fee. All managers receive $100 for each board or committee meeting held via 
conference call. In addition, each manager receives a monthly stipend of $200. Managers are also reimbursed at 
current IRS rates for travel expenses relating to each board and committee meeting or function and when attending 
other events on behalf of the Company.

Effective, January 1, 2022, the board increased the meeting allowances by $100 for each manager and the monthly 
stipend from $200 to $300 for each manager.

We do not provide our board of managers with any equity or equity option awards, nor any non-equity incentive 
payments or deferred compensation. Similarly, we do not provide them with any other perquisites, defined 
contribution plans, consulting fees, life insurance premium payments or otherwise. No employees served on the 
board.

The Company paid to the board the following fees as compensation in 2021:

Ronald Anderson $ 8,100 $ 8,100 
Lewis Bainbridge (1)  4,800  4,800 
Mark Brown  8,800  8,800 
Wayne Enger  9,200  9,200 

Name
Fees Earned or

Paid in Cash Total ($)
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Spencer Enninga  9,100  9,100 
Gary Goplen  11,400  11,400 
Jeffrey Hanson  8,100  8,100 
Kent Howell  7,700  7,700 
Jonathan Kleinjan  8,900  8,900 
Gary Kruggel  13,700  13,700 
Robert Nelsen  7,800  7,800 
Michael Reiner  8,700  8,700 
Doyle Renaas  8,600  8,600 
Adam Schindler (2)  4,300  4,300 
Ned Skinner  8,900  8,900 
Craig Weber  8,700  8,700 

Name
Fees Earned or

Paid in Cash Total ($)

(1)  Mr. Bainbridge was elected to the Board of Managers on June 15, 2021.

(2)  Mr. Schindler's term on the Board of Managers ended on June 15, 2021.

SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS, MANAGEMENT AND NOMINEES

The following table sets forth the beneficial ownership of our outstanding capital units by nominees to the board who 
are existing board members, named executive officers, and existing board members who are not running for 
election as of May 1, 2022. As of that date, no person beneficially owned more than 5% of our capital units.

Ronald Anderson, Manager (2)  1 *  60,000 *
Lewis Bainbridge, Manager (3)  1 *  19,000 
Mark Brown, Manager (4)  1 *  35,500 *
Wayne Enger, Manager (5)  1 *  20,500 *
Spencer Enninga, Manager (6)  1 *  12,500 *
Gary Goplen, Manager  1 *  7,500 *
Jeffrey Hanson, Manager  1 *  35,000 *
Kent Howell, Manager (7)  1 *  50,000 *
Mark Hyde, CFO  —  —  —  — 
Tom Kersting, CEO  —  —  —  — 
Jonathan Kleinjan, Manager  1 *  18,000 *
Gary Kruggel, Manager (8)  1 *  15,000 *
Robert Nelsen, Manager  1 *  16,000 *
Michael Reiner, Manager (9)  1 *  15,000 *
Doyle Renaas, Manager (10)  2 *  27,000 *
Ned Skinner, Manager (11)  8 *  267,000 *
Craig Weber, Manager (12)  1 *  12,000 *

Managers and Executive Officers, as a group  23 *  610,000  2.0 %

Name of Beneficial Owner (1)

Number of
Votes

Beneficially
Owned

Voting
Percentage

Number of
Capital
Units

Beneficially
Owned

Ownership
Percentage

* The percentage of units beneficially owned by each owner does not exceed 1.5% of the total issued and 
outstanding units in the Company.
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(1) The addresses for each of the individual managers listed are set forth above under “Information About 
Nominees” and “Information about Non-Nominee Board Members.”

(2) Represents capital units owned jointly with Mr. Anderson's wife.

(3) Represents capital units owned by Bainbridge Family Trust of which Mr. Bainbridge is a trustee.

(4) Represents capital units owned jointly with Mr. Brown's wife.

(5) Represents capital units owned by Wayne Enger Revocable Trust of which Mr. Enger is a trustee.

(6) Represents capital units owned by Spencer Enninga Revocable Living Trust of which Mr. Enninga is a 
trustee.

(7) Represents 50,000 capital units owned by Howell Farms of which Mr. Howell is an owner.

(8) Represents capital units owned by Gary A. Kruggel Living Trust of which Mr. Kruggel is the trustee.

(9) Represent capital units owned jointly with Mr. Reiner's wife.

(10) Includes 20,000 capital units owned jointly with Mr. Renaas' parents.

(11) Includes 153,250 capital units owned by Skinner Agri-Products, Inc. of which Mr. Skinner is the president, 
67,250 capital units owned by Ned Skinner IRA, 2,500 capital units owned by Mr. Skinner's wife, and 
41,500 capital units owned by Mr. Skinner's wife's IRA.

(12) Represents capital units owned by Craig & Karyn Weber Living Trust of which Mr. Weber is a trustee.

The following table sets forth the beneficial ownership of our outstanding capital units by the nominees to the board 
who are not existing board members as of May 1, 2022.

Craig Converse (1)  1 *  7,500 *
Dale Hansen  1 *  24,750 
Ronald Welter (2)  2 *  43,500 *

Name of Beneficial Owner  

Number of
Votes

Beneficially
Owned  

Voting
Percentage  

Number of
Capital
Units

Beneficially
Owned  

Ownership
Percentage

* Percentage of shares beneficially owned does not exceed 1% of the class.

(1) Represents capital units owned by Craig Converse Living Trust of which Mr. Converse is a trustee.

(2) Includes 12,500 capital units owned by Mr. Welter's wife.

RELATED PERSON TRANSACTIONS

Transactions in Fiscal Years 2020 and 2021

Since 2019, we have not entered into any related person transactions and there are no currently proposed related 
person transactions except as described in the “Executive Officers and Executive Compensations” section of this 
proxy statement or as described below. Related person transactions are transactions in which we are a participant, 
the amount involved exceeds $120,000 and a related person has or will have a direct or indirect material interest. 
Related persons of the Company include managers of the board (including nominees for election as managers), 
executive officers, beneficial holders of more than 5% of our capital units and the immediate family members of 
these persons.
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In the ordinary course of business, we regularly enter into transactions to purchase soybeans. From time to time, we 
may buy soybeans from related persons on the same basis as we buy soybeans from unrelated parties. In fiscal 
year 2021, we purchased soybeans in the amount of $305,000 from Howell Farms which is owned by Kent Howell, 
a member of our board.

In fiscal year 2020, we purchased soybeans in the amount of $472,000 from Howell Farms which is owned by Kent 
Howell and $164,000 from Jonathan Kleinjan. Messrs. Howell and Kleinjan are members of our board.

Process for Review, Approval or Ratification of Transactions with Related Persons

We do not have any formal policies and procedures for the review, approval or ratification of related person 
transactions except as set forth under our operating agreement. Under our operating agreement, all acts of the 
board are required to be conducted by majority vote of disinterested persons serving on the board. A disinterested 
person is defined as a person who does not have a financial interest or affiliation in any contract or agreement, or 
whose family member does not have a financial interest or affiliation. A person who is not disinterested is precluded 
from voting on the matter at hand unless such agreement or contract is made available to all members of the 
Company, such as a soybean delivery agreement or transfer of capital units. In 2021, these terms and conditions 
were fully complied with by all members of the board.

SECTION 16(a) BENEFICIAL OWNERSHIP

REPORTING COMPLIANCE

Under Section 16(a) of the Exchange Act, our directors (managers), executive officers and any persons holding 
10% or more of the capital units are required to report their ownership of our capital units and any changes in that 
ownership to the Securities and Exchange Commission (the “SEC”) and to furnish us with copies of such reports. 
Specific due dates for these reports have been established and we are required to disclose in this report any failure 
to file on a timely basis by such persons. To our knowledge, based solely upon a review of copies of such reports 
received by us which were filed with the SEC from January 1, 2021 through December 31, 2021, and upon written 
representations from such persons that no other reports were required, we believe that all reports required to be 
filed under Section 16(a) have been timely filed with the SEC in 2021.

2021 ANNUAL REPORT

Our 2021Annual Report to the Securities and Exchange Commission on Form 10-K, including the financial 
statements and the notes thereto, for the fiscal year ended December 31, 2021, is posted on our website at http://
www.sdsbp.com then clicking “Investors” “2022 Annual Meeting,” and “2021 Annual Report on Form 10-K.”

These annual meeting materials are being delivered pursuant to the Internet Availability of Proxy Materials 
rules promulgated by the SEC. We will provide each member a printed or e-mail copy of the Proxy 
Statement and 2021 Annual Report on Form 10-K without charge within three business days of receiving a 
written request. Members should direct any requests for a printed or e-mail copy of the annual meeting 
materials by calling our office at (605) 627-6100 or toll free at (888) 737-7888 or e-mailing Amy Koisti at 
amy.koisti@sdsbp.com, by June 1, 2022 to facilitate timely delivery. We will provide each member a copy of 
the exhibits to the Annual Report on Form 10-K upon written request and without charge to our members. 
The 2021 Annual Report on Form 10-K complete with exhibits and the Proxy Statement are also available at 
no cost through the EDGAR database available from the SEC’s internet address (www.sec.gov). Information 
about us is also available on our website at www.sdsbp.com, under “Investors”, “Financials”, “SEC 
Compliance”, which includes links to reports we have filed with the SEC.

MEMBER PROPOSALS

Any member proposal intended to be considered for inclusion in the Proxy Statement for presentation at the 2023 
Annual Meeting of Members must be received by the Company no later than February 15, 2023. The proposal must 
be in accordance with the Rule 14a-8 promulgated by the SEC under the Exchange Act. It is suggested that the 
proposal be submitted by certified mail-return receipt requested. Members who intend to present a proposal at the 
2023 Annual Meeting of members without including such proposal in the Company’s Information Statement must 
provide us with notice of such proposal no later than 60 days before the Annual Meeting date. We reserve the right 
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to reject, rule out of order, or take appropriate action with respect to any proposal that does not comply with these 
and other applicable requirements.

OTHER MATTERS

The board knows of no other matter to be acted upon at the meeting.

BY THE ORDER OF THE BOARD OF MANAGERS

/s/ Gary Kruggel
Gary Kruggel
President of the Board of Managers

April 28, 2022
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CLASS A MEMBER BALLOT - DISTRICT #1

SOUTH DAKOTA SOYBEAN PROCESSORS, LLC
2022 Annual Meeting

By signing below, I certify that:

• I am either the owner or the authorized representative of the owner of Class A Capital Units of South Dakota 
Soybean Processors, LLC, and have full power and authority to vote such capital units; and

• I vote such capital units on the following matters as set forth below.

PROPOSAL ONE: MANAGER ELECTION. Please place an X in the box next to the nominee for which you 
wish to vote, by marking “For” or “Abstain.” YOU MAY CAST YOUR VOTE FOR ONLY ONE NOMINEE.

 For Abstain
Craig Converse ¨ ¨

PROPOSAL TWO: AMENDMENTS TO OPERATING AGREEMENT TO REDUCE SIZE OF BOARD AND 
REDUCE AND CHANGE DISTRICTS. Please place an X in the box next to your choice. YOU MAY ONLY 
VOTE BY MAKING ONE SELECTION.

¨ For ¨ Against ¨ Abstain

PROPOSAL THREE: ADVISORY (NON-BINDING) VOTE ON EXECUTIVE COMPENSATION (SAY-ON-PAY). 
Please place an X in the box next to your choice. YOU MAY ONLY VOTE BY MAKING ONE SELECTION.

¨ For ¨ Against ¨ Abstain

Please sign, date and return the ballot by mailing it to PO Box 500, Volga, South Dakota 57071, or emailing it 
to Amy.Koisti@sdsbp.com. Ballots must be RECEIVED by 10:00 a.m. (CDT) on Tuesday, June 21, 2022 in 
order to be valid.

Date:
Signature

Print Name

Date:
Signature

Print Name

PLEASE NOTE: If capital units are jointly owned, such as joint ownership between a husband and wife, both 
joint owners must sign the ballot for it to be valid.
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CLASS A MEMBER BALLOT - DISTRICT #2

SOUTH DAKOTA SOYBEAN PROCESSORS, LLC
2022 Annual Meeting

By signing below, I certify that:

• I am either the owner or the authorized representative of the owner of Class A Capital Units of South Dakota 
Soybean Processors, LLC, and have full power and authority to vote such capital units; and

• I vote such capital units on the following matters as set forth below.

PROPOSAL ONE: MANAGER ELECTION. Please place an X in the box next to the nominee for which you 
wish to vote, by marking “For” or “Abstain.” YOU MAY CAST YOUR VOTE FOR ONLY ONE NOMINEE.

 For Abstain
Robert Nelsen ¨ ¨

PROPOSAL TWO: AMENDMENTS TO OPERATING AGREEMENT TO REDUCE SIZE OF BOARD AND 
REDUCE AND CHANGE DISTRICTS. Please place an X in the box next to your choice. YOU MAY ONLY 
VOTE BY MAKING ONE SELECTION.

¨ For ¨ Against ¨ Abstain

PROPOSAL THREE: ADVISORY (NON-BINDING) VOTE ON EXECUTIVE COMPENSATION (SAY-ON-PAY). 
Please place an X in the box next to your choice. YOU MAY ONLY VOTE BY MAKING ONE SELECTION.

¨ For ¨ Against ¨ Abstain

Please sign, date and return the ballot by mailing it to PO Box 500, Volga, South Dakota 57071, or emailing it 
to Amy.Koisti@sdsbp.com. Ballots must be RECEIVED by 10:00 a.m. (CDT) on Tuesday, June 21, 2022 in 
order to be valid.

Date:
Signature

Print Name

Date:
Signature

Print Name

PLEASE NOTE: If capital units are jointly owned, such as joint ownership between a husband and wife, both 
joint owners must sign the ballot for it to be valid.
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CLASS A MEMBER BALLOT - DISTRICT #3

SOUTH DAKOTA SOYBEAN PROCESSORS, LLC
2022 Annual Meeting

By signing below, I certify that:

• I am either the owner or the authorized representative of the owner of Class A Capital Units of South Dakota 
Soybean Processors, LLC, and have full power and authority to vote such capital units; and

• I vote such capital units on the following matters as set forth below.

PROPOSAL ONE: MANAGER ELECTION. Please place an X in the box next to the nominee for which you 
wish to vote, by marking “For” or “Abstain.” YOU MAY CAST YOUR VOTE FOR ONLY ONE NOMINEE.

 For Abstain
Jeff Hanson ¨ ¨

PROPOSAL TWO: AMENDMENTS TO OPERATING AGREEMENT TO REDUCE SIZE OF BOARD AND 
REDUCE AND CHANGE DISTRICTS. Please place an X in the box next to your choice. YOU MAY ONLY 
VOTE BY MAKING ONE SELECTION.

¨ For ¨ Against ¨ Abstain

PROPOSAL THREE: ADVISORY (NON-BINDING) VOTE ON EXECUTIVE COMPENSATION (SAY-ON-PAY). 
Please place an X in the box next to your choice. YOU MAY ONLY VOTE BY MAKING ONE SELECTION.

¨ For ¨ Against ¨ Abstain

Please sign, date and return the ballot by mailing it to PO Box 500, Volga, South Dakota 57071, or emailing it 
to Amy.Koisti@sdsbp.com. Ballots must be RECEIVED by 10:00 a.m. (CDT) on Tuesday, June 21, 2022 in 
order to be valid.

Date:
Signature

Print Name

Date:
Signature

Print Name

PLEASE NOTE: If capital units are jointly owned, such as joint ownership between a husband and wife, both 
joint owners must sign the ballot for it to be valid.
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CLASS A MEMBER BALLOT - DISTRICT #4

SOUTH DAKOTA SOYBEAN PROCESSORS, LLC
2022 Annual Meeting

By signing below, I certify that:

• I am either the owner or the authorized representative of the owner of Class A Capital Units of South Dakota 
Soybean Processors, LLC, and have full power and authority to vote such capital units; and

• I vote such capital units on the following matters as set forth below.

PROPOSAL ONE: MANAGER ELECTION. Please place an X in the box next to the nominee for which you 
wish to vote, by marking “For” or “Abstain.” YOU MAY CAST YOUR VOTE FOR ONLY ONE NOMINEE.

 For Abstain
Dale Hansen ¨ ¨
Ronald Welter ¨ ¨

PROPOSAL TWO: AMENDMENTS TO OPERATING AGREEMENT TO REDUCE SIZE OF BOARD AND 
REDUCE AND CHANGE DISTRICTS. Please place an X in the box next to your choice. YOU MAY ONLY 
VOTE BY MAKING ONE SELECTION.

¨ For ¨ Against ¨ Abstain

PROPOSAL THREE: ADVISORY (NON-BINDING) VOTE ON EXECUTIVE COMPENSATION (SAY-ON-PAY). 
Please place an X in the box next to your choice. YOU MAY ONLY VOTE BY MAKING ONE SELECTION.

¨ For ¨ Against ¨ Abstain

Please sign, date and return the ballot by mailing it to PO Box 500, Volga, South Dakota 57071, or emailing it 
to Amy.Koisti@sdsbp.com. Ballots must be RECEIVED by 10:00 a.m. (CDT) on Tuesday, June 21, 2022 in 
order to be valid.

Date:
Signature

Print Name

Date:
Signature

Print Name

PLEASE NOTE: If capital units are jointly owned, such as joint ownership between a husband and wife, both 
joint owners must sign the ballot for it to be valid.
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CLASS A MEMBER BALLOT - DISTRICT #5

SOUTH DAKOTA SOYBEAN PROCESSORS, LLC
2022 Annual Meeting

By signing below, I certify that:

• I am either the owner or the authorized representative of the owner of Class A Capital Units of South Dakota 
Soybean Processors, LLC, and have full power and authority to vote such capital units; and

• I vote such capital units on the following matters as set forth below.

PROPOSAL ONE: MANAGER ELECTION. Please place an X in the box next to the nominee for which you 
wish to vote, by marking “For” or “Abstain.” YOU MAY CAST YOUR VOTE FOR ONLY ONE NOMINEE.

 For Abstain
Ned Skinner ¨ ¨

PROPOSAL TWO: AMENDMENTS TO OPERATING AGREEMENT TO REDUCE SIZE OF BOARD AND 
REDUCE AND CHANGE DISTRICTS. Please place an X in the box next to your choice. YOU MAY ONLY 
VOTE BY MAKING ONE SELECTION.

¨ For ¨ Against ¨ Abstain

PROPOSAL THREE: ADVISORY (NON-BINDING) VOTE ON EXECUTIVE COMPENSATION (SAY-ON-PAY). 
Please place an X in the box next to your choice. YOU MAY ONLY VOTE BY MAKING ONE SELECTION.

¨ For ¨ Against ¨ Abstain

Please sign, date and return the ballot by mailing it to PO Box 500, Volga, South Dakota 57071, or emailing it 
to Amy.Koisti@sdsbp.com. Ballots must be RECEIVED by 10:00 a.m. (CDT) on Tuesday, June 21, 2022 in 
order to be valid.

Date:
Signature

Print Name

Date:
Signature

Print Name

PLEASE NOTE: If capital units are jointly owned, such as joint ownership between a husband and wife, both 
joint owners must sign the ballot for it to be valid.
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AMENDED AND RESTATED
OPERATING AGREEMENT

OF
SOUTH DAKOTA SOYBEAN PROCESSORS, LLC

This Amended and Restated Operating Agreement of South Dakota Soybean Processors, LLC, dated as of June 
17, 201722, is executed and agreed to, for good and valuable consideration, by the Company (as defined below) 
and its Members (as defined below). This Amended and Restated Operating Agreement amends and restates the 
Amended and Restated Operating Agreement dated June 17, 20174. 

ARTICLE 1
DEFINITIONS

As used in this Operating Agreement, the following terms have the following meanings:

1.1 “Act” means the South Dakota Limited Liability Company Act and any successor statute, as amended from 
time to time.

1.2 “Affiliate” of any Person shall mean any other Person, directly or indirectly, controlling, controlled by, or 
under common control with, such Person; or if such Person is a partnership, any general partner of such Person or 
a Person controlling any such general partner. For purposes of this definition, “control” (including “controlled by” and 
“under common control with”) shall mean the power, directly or indirectly, to direct or cause the direction of the 
management and policies of such Person whether through the ownership of voting securities, by contract or 
otherwise.

1.3 “Articles” means the Articles of Organization filed with the Secretary of State of South Dakota on October 
12, 2001, by which South Dakota Soybean Processors, LLC was organized as a South Dakota limited liability 
company under and pursuant to the Act.

1.4 “Available Cash for Distribution” means the gross cash proceeds from Company operations, including the 
sale of Company property but excluding capital contributions and the proceeds of Company indebtedness, less the 
portion thereof used to pay or establish reserves for all Company expenses, debt payments, capital improvements, 
replacements and contingencies, all as determined by the Board of Managers in its sole discretion. “Available Cash 
for Distribution” shall not be reduced by depreciation, amortization, cost recovery deductions or similar allowances, 
but shall be increased by any reduction of reserves previously established.

1.5 “Board of Managers” means the Managers acting as a group with the powers set forth in the Articles and 
this Operating Agreement.

1.6 “Bankrupt Member” means (except to the extent that the Board of Managers determines otherwise) any 
Member (a) that makes a general assignment for the benefit of creditors; (b) files a voluntary bankruptcy petition 
under Chapter 7 of the United States Bankruptcy Code; (c) files a petition or answer seeking for the Member a 
liquidation, dissolution, or similar relief under any law; (d) files an answer or other pleading admitting or failing to 
contest the material allegations of a petition filed against the Member in a proceeding of the type described in 
subclauses (a) through (c); (e) seeks, consents to, or acquiesces in the appointment of a trustee, receiver, or 
liquidator of the Member’s or of all or any substantial part of the Member’s properties; or (f) against which an 
involuntary petition has been filed and a proceeding seeking relief under Chapter 7 of the United States Bankruptcy 
Code, liquidation, dissolution, or similar relief under any law has been commenced and 90 days have expired 
without dismissal thereof or with respect to which, without the Member’s consent or acquiescence, a trustee, 
receiver, or liquidator of the Member or of all or any substantial part of the Member’s properties has been appointed 
and 90 days have expired without the appointment having been vacated or stayed, or 90 days have expired after 
the date of expiration of a stay, if the appointment has not previously been vacated.

1.7 “Capital Account” has the meaning set forth in Section 5.5 of this Operating Agreement.

ATTACHMENT A
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1.8 “Capital Contribution” means any actual contribution by a Member to the capital of the Company in the 
Reorganization or through the purchase of Capital Units (but does not include subscribed for, but unpaid Capital 
Units).

1.9 “Capital Unit” or “Unit” means Capital Units of the Company with the rights and privileges set forth in this 
Operating Agreement, including Class A Capital Units, and any other class of Capital Units as may be approved and 
adopted by the Board of Managers.

1.10 “Capital Unit Transfer System” means the procedures set forth in Article 4 of this Operating Agreement 
governing all Dispositions of Capital Units.

1.11 “Class A Members” means holders of Class A Capital Units who have executed and agreed to be bound by 
this Operating Agreement.

1.12 “Code” means the Internal Revenue Code of 1986 and any successor statute, as amended from time to 
time.

1.13 “Committed Capital” means $20,837,637.00 for 14,129,250 Class A Capital Units to be issued with respect 
to Members receiving Class A Capital Units in the Reorganization, and, with respect to any additional Members, the 
purchase price of the Capital Units subscribed for in any subsequent offering pursuant to a subscription agreement 
that has been accepted by the Company, regardless of whether such purchase price has been fully paid.

1.14 “Company” means South Dakota Soybean Processors, LLC (formerly, Soybean Processors, LLC), a 
manager-managed South Dakota limited liability company.

1.15 “Cooperative” means South Dakota Soybean Processors, a South Dakota cooperative corporation.

1.16 “Dispose,” “Disposing,” or “Disposition” means the sale, assignment, transfer, gift, exchange, or other 
disposition of one or more Capital Units, whether voluntary or involuntary, but not the mortgage, pledge, or grant of 
a security interest therein.

1.17 “Manager” means any natural Person who is a member of the Board of Managers of the Company, whether 
initially named in the Articles or later elected as provided in this Operating Agreement.

1.18 “Member” means any Person who holds one or more Capital Units and has executed this Operating 
Agreement, whether initially admitted as of the date of this Operating Agreement or later admitted to the Company 
as a Member as provided in this Operating Agreement. Unless the context otherwise requires, the term “Member” 
shall include any Member’s representative in event of the death, incapacity, or liquidation of the Member. Except as 
specifically stated otherwise, “Members” refers to all Class A Members.

1.19 “Member Agreement” means the agreement between each Member and the Cooperative requiring each 
Member to deliver to the Cooperative on an annual basis soybeans owned by the Member.

1.20 “Ownership Percentage” with respect to any Member means the percentage of ownership of a Member 
determined by taking the total Capital Units held by such Member divided by the aggregate total number of issued 
and outstanding Capital Units.

1.21 “Person” includes an individual, partnership, limited partnership, limited liability company, foreign limited 
liability company, trust, estate, corporation, foreign corporation, cooperative, custodian, trustee, executor, 
administrator, nominee or entity in a representative capacity.

1.22 “Proceeding” means any threatened, pending or completed action, suit or proceeding, whether civil, 
criminal, administrative, arbitrative or investigative.

1.23 “Quarter” means any of the three-month periods (choose one option: (1) ending on March 31, June 30, 
September 30 and December 31, (2) beginning on January 1, April 1, July 1 and October 1) which shall be the 
periods set by the Board of Managers for the dates of permitted transfers for the transfer of Capital Units by 
Members and other Persons, and may be used for other administrative matters.
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1.24 “Reorganization” means the exchange of all of the assets and liabilities of the Cooperative for the Class A 
Capital Units of the Company, the subsequent dissolution of the Cooperative and distribution of the Company’s 
Class A Capital Units to the Cooperative’s shareholders in liquidation of the Cooperative, and the adoption of this 
Operating Agreement concurrently therewith, all pursuant to the Plan of Reorganization dated December 10, 2001.

1.25 “Super Majority Vote” means, whenever applicable to a vote solely by the Managers and indicated in this 
Operating Agreement, the affirmative vote of two-thirds of the total number of Managers elected to the Board of 
Managers, or whenever applicable to a vote solely by the Members and indicated in this Operating Agreement, the 
affirmative vote of two-thirds of the Members voting on the matter at hand.

Other terms defined herein have the meanings so given them.

ARTICLE 2
ORGANIZATION

2.1 Formation. The Company has been organized as a South Dakota limited liability company by the filing of 
Articles under and pursuant to the Act and the issuance of a certificate of organization for the Company by the 
Secretary of State of South Dakota.

2.2 Name. The name of the Company is South Dakota Soybean Processors, LLC and all Company business 
must be conducted in that name or such other names that comply with applicable law as the Board of Managers 
may select from time to time.

2.3 Registered Office; Registered Agent, Principal Office in the United States; Other Offices. The registered 
office of the Company required by the Act to be maintained in the State of South Dakota shall be the office of the 
initial registered agent named in the Articles or such other office (which need not be a place of business of the 
Company) as the Board of Managers may designate from time to time in the manner provided by law. The 
registered agent of the Company in the State of South Dakota shall be the initial registered agent named in the 
Articles or such other Person or Persons as the Board of Managers may designate from time to time in the manner 
provided by law. The principal office of the Company in the United States shall be at such place as the Board of 
Managers may designate from time to time, which need not be in the State of South Dakota, and the Company shall 
maintain records there as required by the Act and shall keep the street address of such principal office at the 
registered office of the Company in the State of South Dakota. The Company may have such other offices as the 
Board of Managers may designate from time to time.

2.4 Purpose. The purposes of the Company are to own and operate a soybean processing facility, to develop, 
own and/or operate other agricultural product processing and marketing enterprises, and any other purpose allowed 
under South Dakota law.

2.5 Foreign Qualification. Prior to the Company’s conducting business in any jurisdiction other than South 
Dakota, the Board of Managers shall cause the Company to comply, to the extent procedures are available and 
those matters are reasonably within the control of the Board of Managers, with all requirements necessary to qualify 
the Company as a foreign limited liability company in that jurisdiction. At the request of the Board of Managers, the 
Company’s officers (as specified in Article 7) shall execute, acknowledge, swear to, and deliver all certificates and 
other instruments conforming with this Operating Agreement that are necessary or appropriate to qualify, continue, 
and terminate the Company as a foreign limited liability company in all such jurisdictions in which the Company may 
conduct business.

2.6 Term. The Company commenced its existence on the date the Secretary of State of South Dakota issued a 
certificate of organization for the Company and shall continue in existence until dissolved.

2.7 Mergers and Exchanges. The Company may be a party to (a) a merger, (b) a consolidation, or (c) an 
exchange or acquisition, subject to the requirements of this Operating Agreement. Consent to any such merger, 
consolidation, exchange or acquisition shall be by vote of the Members as set forth in Article 3.

2.8 No State-Law Partnership The Members intend that the Company not be a partnership (including, without 
limitation, a limited partnership) or joint venture for any purposes other than federal income and state income tax 
purposes, and this Operating Agreement shall not be construed to suggest otherwise.
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2.9 Fiscal Year. After such time as the Reorganization is completed, the Company’s fiscal year shall end on 
December 31 of each year or such other date as the Board of Managers shall determine.

ARTICLE 3
MEMBERS

3.1 Members.

(a) The initial Member of the Company is the Cooperative, whose Capital Units are being distributed to 
the Cooperative’s shareholders in the Reorganization concurrently with the adoption of this Operating 
Agreement.

(b) Shareholders of the Cooperative receiving Capital Units in the Reorganization shall be admitted as 
Members without discretion of the Board Managers at such time as: (i) such Person has submitted to the 
Company a counterpart signature page agreeing to be bound by this Operating Agreement, and (ii) such 
Person has consented to the termination of such Person’s Member Agreement held by the Cooperative. 
Until such time as a Person who acquires Capital Units in the Reorganization becomes a Member in 
accordance with the foregoing, such Person shall receive the allocations of income, gain, losses, 
deductions, credits and distributions in accordance with Article 6 of this Operating Agreement, but shall 
have no voting rights and such Person’s Capital Units shall become subject to optional redemption by the 
Company in accordance with Section 4.3 of this Operating Agreement on the anniversary of the 
Reorganization.

(c) Additional Persons may be admitted as Members by acquiring a minimum of 2,500 Capital Units (i) 
from a Member in a Disposition in compliance with the provisions of this Operating Agreement, subject to 
Section 3.3, or (ii) directly from the Company if the Company offers to issue additional Capital Units.

(d) Any Person who satisfies the requirements of this Operating Agreement may be a Member unless 
the Person lacks capacity apart from the Act.

3.2 Representations and Warranties. Each Member represents and warrants to the Company and each other 
Member that:

(a) if that Member is a corporation, it is duly organized, validly existing and in good standing under the 
laws of the state of its incorporation and is duly qualified and in good standing as a foreign corporation in 
the jurisdiction of its principal place of business (if not incorporated therein);

(b) if that Member is a limited liability company, it is duly organized, validly existing, and (if applicable) 
in good standing under the laws of the state of its organization and is duly qualified and (if applicable) in 
good standing as a foreign limited liability company in the jurisdiction of its principal place of business (if not 
organized therein);

(c) if that Member is a partnership, trust, or other entity, it is duly formed, validly existing, and (if 
applicable) in good standing under the laws of the state of its formation, and if required by law is duly 
qualified to do business and (if applicable) in good standing in the jurisdiction of its principal place of 
business (if not formed therein), and the representations and warranties in clause (a), (b) or (c), as 
applicable, are true and correct with respect to each partner (other than limited partners), trustee or other 
member thereof;

(d) the Member has full corporate, limited liability company, partnership, trust, or other applicable power 
and authority to execute and agree to this Operating Agreement and to perform its obligations hereunder 
and all necessary actions by the board of directors, shareholders, managers, members, partners, trustees, 
beneficiaries or other Persons necessary for the due authorization, execution, delivery and performance of 
this Operating Agreement by that Member have been duly taken;

(e) the Member has duly executed and delivered this Operating Agreement; and
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(f) the Member’s authorization, execution, delivery and performance of this Operating Agreement does 
not conflict with any other agreement or arrangement to which that Member is a party or by which it is 
bound.

3.3 Admission of Additional Members. No Person shall become a Member without the approval of the Board of 
Managers. The Board of Managers may refuse to admit any Person as a Member in its sole discretion. Additional 
Persons may be admitted to the Company in the discretion of the Board of Managers. Any such admission also 
must comply with the requirements described elsewhere in this Operating Agreement and will be effective only after 
such Person has executed and delivered to the Company a written document including such Person’s: (a) address 
for notices, (b) agreement to be bound by this Operating Agreement, (c) one time administrative fee of $200.00, and 
(d) representation and warranty that the representations and warranties required of all Members in this Operating 
Agreement are true and correct with respect to such Person. The provisions of this section shall apply to any 
Person who acquires Capital Units directly from the Company or through a Disposition by a Member.

3.4 Interests in a Member. A Member that is not a natural person may not cause or permit an interest, direct or 
indirect, in itself to be Disposed of in violation of the Securities Act of 1933, as amended, or such that, after the 
Disposition, (a) the Company would be considered to have terminated within the meaning of Section 708 of the 
Code, or (b) without the consent of the Board of Managers, that Member shall cease to be controlled by 
substantially the same Persons who control it as of the date of its admission to the Company. On any breach of this 
Section 3.4, the Company shall have the option to redeem, and on exercise of that option the breaching Member 
shall surrender, the breaching Member’s Capital Units in accordance with Section 4.3 of this Operating Agreement.

3.5 Information.

(a) In addition to the other rights specifically set forth in this Operating Agreement, each Member is 
entitled to all information to which that Member is entitled to have access pursuant to the Act under the 
circumstances and subject to the conditions therein stated. Specifically, any Member and any designated 
representative thereof shall be permitted access to all records of the Company and may inspect and copy 
any of them. The Company or its transfer agent shall maintain as part of its books and records and shall 
make available for inspection by any Member or the Member’s designated agent at the home office of the 
Company upon the request of the Member an alphabetical list of the names, addresses, and telephone 
numbers of the Members of the Company along with the number of Capital Units held by each of them (the 
“Member List”). The Member List shall be updated at least quarterly to reflect changes in the information 
contained therein. A copy of the Member List shall be mailed to any Member requesting the Member List 
within ten days of the request. The copy of the Member List shall be printed in alphabetical order, on white 
paper, and in a readily readable type size (in no event smaller than 10-point type). A reasonable charge for 
copy work may be charged by the Company. The purposes for which a Member may request a copy of the 
Member List include, without limitation, matters relating to Members’ voting rights. If the officers or 
Managers of the Company neglect or refuse to exhibit, produce, or mail a copy of the Member List as 
requested, the officers and the Managers shall be liable to any Member requesting the list for the costs, 
including attorneys’ fees, incurred by that Member for compelling the production of the Member List, and for 
actual damages suffered by any Member by reason of such refusal or neglect. It shall be a defense that the 
actual purpose and reason for the requests for inspection or for a copy of the Member List is to secure such 
list of Members or other information for the purpose of selling such list or copies thereof, or of using the 
same as a commercial purpose other than in the interest of the applicant as a Member relative to the affairs 
of the Company. The Company may require the Member requesting the Member List to represent that the 
list is not requested for a commercial purpose unrelated to the Member’s interest in the Company. The 
remedies provided hereunder to Members requesting copies of the Member List are in addition to, and shall 
not in any way limit, other remedies available to Members under federal law, or the laws of any state.

(b) Notwithstanding the foregoing, the Members acknowledge that from time to time, they may receive 
information from or regarding the Company in the nature of trade secrets or that otherwise is confidential, 
the release of which may be damaging to the Company or Persons with whom it does business. Each 
Member shall hold in strict confidence any information it receives regarding the Company that is identified 
as being confidential (and if that information is provided in writing, that is so marked) and may not disclose it 
to any Person other than another Member, except for disclosures (i) compelled by law (but the Member 
must notify the Board of Managers promptly of any request for that information before disclosing it, if 
practicable), (ii) to advisers or representatives of the Member or Persons who have acquired that Member’s 
Capital Units through a Disposition as permitted by this Operating Agreement, but only if the recipients have 

34



agreed to be bound by the provisions of this section, or (iii) of information that the Member also has 
received from a source independent of the Company that the Member reasonably believes obtained that 
information without breach of any obligation of confidentiality. The Members acknowledge that a breach of 
the provisions of this section may cause irreparable injury to the Company for which monetary damages are 
inadequate, difficult to compute, or both. Accordingly, the Members agree that the provisions of this section 
may be enforced by specific performance.

3.6 Liabilities to Third Parties. Except as otherwise expressly agreed in writing, no Member shall be liable for 
the debts, obligations or liabilities of the Company, including under a judgment, decree or order of a court.

3.7 Withdrawal. A Member does not have the right or power to withdraw from the Company as a Member, 
except as set forth in this Operating Agreement.

3.8 Lack of Authority. No Member, other than a Member acting in his or her capacity as an officer of the 
Company, has the authority or power to act for or on behalf of the Company, to do any act that would be binding on 
the Company, or to incur any expenditures on behalf of the Company, except with the prior consent of the Board of 
Managers.

3.9 Classes and Voting. Unless the Articles state to the contrary or as provided by this Operating Agreement, or 
any amendment hereto, there shall be one class of Members. The Board of Managers may establish additional 
classes or groups of one or more Members.

(a) Class A Members. Class A Members shall be entitled to vote on all matters coming to a vote of the 
Class A Members. Each Class A Member may cast only one vote on each matter brought to a vote of the 
Class A Members, regardless of the number of Class A Capital Units owned. All matters to be voted upon by 
the Class A Members shall require the affirmative vote of the majority of the Class A Members voting on the 
matter at hand, except that (i) for matters to be voted upon under Section 3.9(b)(i)(ii) and (iii), a Super 
Majority Vote of the Class A Members voting on the matter at hand shall be the act of the Class A Members 
and (ii) the election of individuals serving on the Board of Managers under Section 3.9(b)(iv) shall be 
determined by a vote of the plurality of the Class A Members voting from the individuals’ respective 
geographic districts in accordance with Section 8.4(a).

(b) Voting. Members shall only be entitled to vote on the following matters: (i) the merger or 
consolidation of the Company with another business entity or the exchange of interests in the Company for 
interests in another company; (ii) the sale, lease, exchange or other disposition of substantially all of the 
Company’s assets; (iii) voluntary dissolution of the Company; (iv) the election and removal of individuals 
serving on the Board of Managers; (v) an increase or decrease in the number of individuals serving on the 
Board of Managers; (vi) a change in the geographic boundaries of the districts from which Managers are 
elected; (vii) an amendment to the Articles or this Operating Agreement, (viii) other matters that are not the 
responsibility of the Board of Managers as provided herein; and (ix) any matters referred to a vote of the 
Members by the Board of Managers.

3.10 Place and Manner of Meeting. All meetings of the Members shall be held at such time and place, within or 
without the State of South Dakota, as shall be stated in the notice of the meeting or in a duly executed waiver of 
notice thereof. Presence in person, or written ballot, shall constitute participation in a meeting, except where a 
person participates in the meeting for the express purpose of objecting to the transaction of any business on the 
ground that the meeting is not lawfully called or convened.

3.11 Conduct of Meetings. All meetings of the Members shall be presided over by the President. All meetings of 
the Members shall be conducted in general accordance with the most recent edition of Robert’s Rules of Order , or 
such other rules and procedures as may be determined by the Board of Managers in its discretion.

3.12 Annual Meeting. The annual meeting of the Members for the transaction of all business which may come 
before the meeting shall be held on a date determined by the Board of Managers. Failure to hold the annual 
meeting at the designated time shall not be grounds for dissolution of the Company.

3.13 Special Meetings. A special meeting of the Members may be called at any time by the President or the 
Board of Managers. A special meeting of the Members shall be called by the Secretary upon the request of 10% of 
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the Class A Members. Such request shall state the purpose or purposes of such meeting and the matters proposed 
to be acted on at the special meeting.

3.14 Notice. Written or printed notice stating the place, day and hour of the meeting and, in case of a special 
meeting, the purpose or purposes for which the meeting is called, shall be delivered not less than 10 nor more than 
60 days before the date of the meeting either personally or by mail, by or at the direction of the President, the 
Secretary or the Board of Managers to each Member entitled to vote at the meeting. If mailed, such notice shall be 
deemed to be delivered when deposited in the United States mail addressed to the Member at the Member’s 
address as it appears on the records of the Company, with postage thereon prepaid.

(a) If a purpose of any Member meeting is to consider any of the following matters, the notice must 
state such purpose:

(i) a plan of merger, consolidation or exchange;

(ii) the sale, lease, exchange or other disposition of all, or substantially all, of the Company’s 
assets;

(iii) the voluntary dissolution of the Company;

(iv) the removal of any individual or individuals of the Board of Managers;

(v) the increase or decrease in the number of individuals that serve on the Board of Managers;

(vi) a change in the geographic boundaries of the districts from which Managers are elected; or

(vii) the amendment of the Articles.

(b) The notice for any Member meeting relating to any of the purposes listed in (a) above must be 
accompanied by a copy or summary of the respective:

(i)  plan of merger, consolidation or exchange;

(ii) the transaction description for the proposed sale, lease, exchange or other disposition of 
all, or substantially all, of the Company’s assets;

(iii) the plan of liquidation;

(iv) identification of the individual or individuals whose removal from the Board of Managers is 
sought.

(v) identification of the size of the Board of Managers proposed;

(vi) identification of the proposed geographic boundaries of the districts from which Managers 
are elected; or

(vii) the proposed amendment to the Articles.

3.15 Quorum of Members. Ten percent of the first 100 Class A Members present in person or by written ballot at 
the meeting and five percent of additional Class A Members represented in person or by written ballot, shall 
constitute a quorum at a meeting of the Members. The Members present at a duly organized meeting at which a 
quorum is present may transact business until adjournment, notwithstanding the departure or withdrawal of enough 
Members to leave less than a quorum.

3.16 Closing Record Books and Fixing Record Data. For the purpose of determining Members entitled to notice 
of or to vote at any meeting of Members or any adjournment thereof or in order to make a determination of 
Members for any other proper purpose, the Board of Managers may provide that the record books shall be closed 
for a stated period not exceeding 10 days. If the record books shall be closed for the purpose of determining 
Members entitled to notice of or to vote at a meeting of Members, such books shall be closed for a period not 
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exceeding 10 days immediately preceding such meeting. In lieu of closing the record books, the Board of Managers 
may fix in advance a date as the record date for any such determination of Members, such date in any case to be 
not more than 60 days and in the case of a meeting of Members, not less than 10 days prior to the date of which the 
particular action requiring such determination of Members is to be taken. If the record books are not closed and no 
record date is fixed for the determination of Members entitled to notice of or to vote at a meeting of Members, the 
date on which notice of the meeting is mailed, as the case may be, shall be the record date for such determination 
of Members. When a determination of Members entitled to vote at any meeting of Members has been made as 
provided in this section, such determination shall apply to any adjournment thereof, except where the determination 
has been made through the closing of record books and the stated period of closing has expired.

3.17 Fixing Record Dates for Ballots by Mail. Unless a record date shall have previously been fixed or 
determined herein, whenever action by Members is proposed to be taken by written ballot without attendance being 
required at a meeting of Members, the Board of Managers may fix a record date for purposes of determining 
Members entitled to vote by ballot on the action, which record date shall be set by the Board of Managers not more 
than 60 days prior to the deadline for returning ballots to the Company. If no record date has been fixed by the 
Board of Managers, the record date for determining Members entitled to vote by written ballot without requiring 
attendance at a meeting of Members shall be at the close of business on the tenth day preceding the mailing of the 
written ballots to the Members.

3.18 Proxies. Voting by proxy shall not be allowed.

ARTICLE 4
DISPOSITION OF CAPITAL UNITS

4.1 General Restrictions on the Disposition of Capital Units.

(a) No Disposition of Capital Units shall be valid except as specifically provided in this Article 4. To be 
valid, a Disposition must be approved by the Board of Managers and comply with the Company’s Capital 
Units Transfer System as adopted or approved by the Board of Managers, as it may be amended from time 
to time. The Capital Units Transfer System shall conform with Section 1.7704-1 et seq. of the Treasury 
Regulations as adopted or amended by the Internal Revenue Service from time to time, and it is the intent 
of this Operating Agreement that: (i) the tax status of this Company be the same as for a partnership, (ii) 
this Company preserve its partnership tax status by complying with Section 1.7704-1, et seq., and any 
amendments thereto, and (iii) to the extent possible, this Operating Agreement shall be read and interpreted 
to prohibit the free transferability of Capital Units. Any attempted Disposition by a Person of Capital Units or 
any other interest or right, or any part thereof, in or in respect of the Company, other than in accordance 
with this Article 4 and the Capital Units Transfer System shall be, and is hereby declared, null and void ab 
initio.

(b) The Board of Managers shall not approve, and the Company shall not recognize for any purpose, 
any purported Disposition of a Capital Unit unless and until the other applicable provisions of this Article 4 
have been satisfied, all conditions have been satisfied under the Capital Units Transfer System, and the 
Company has received all required documentation in the form adopted by the Board of Managers. If the 
Person acquiring the Capital Units in the Disposition is not a Member, then such Person must also comply 
with Section 3.3 of this Operating Agreement. Dispositions of Capital Units, and the resulting admissions of 
new Members, if applicable, are effective as of the first day of the Quarter following the Quarter in which 
such matters are approved by the Board of Managers. Upon the Disposition of all or a portion of a 
Member’s Capital Units, the Company shall transfer to the Member or Members who have acquired the 
Capital Units that proportion of the capital account of the Member effecting the Disposition which relates to 
the transferred Capital Units, including amounts representing previously earned but undistributed income 
and gains. No partial Capital Units may be subject to a Disposition. If a Person becomes the beneficial 
holder of Capital Units but has not become a Member (whether due to such Person’s failure to sign this 
Operating Agreement or the Board of Managers’ refusal to accept such Person as a Member upon a 
Disposition of Capital Units), such Person shall receive the allocations of income, gain, losses, deductions, 
credits and distributions in accordance with Article 6 of this Operating Agreement until such time as the 
Person becomes a Member or until such Person’s Capital Units are redeemed in accordance with Section 
4.3 of this Operating Agreement.  Such Person shall have no voting rights until such time as the Person 
becomes a Member and complies with this Section 4.1.
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(c) The Board of Managers will not approve any Disposition unless (i) either (a) the Disposition is 
registered under the Securities Act of 1933, as amended, and any applicable state securities laws or (b) the 
Company has determined that the Disposition is exempt from registration under those laws; and (ii) the 
Company has determined that the Disposition, when added to the total of all other Dispositions within the 
preceding 12 months, would not result in the Company being considered to have terminated within the 
meaning of the Code or losing its partnership status and being taxed as a C corporation within the meaning 
of the Code.

(d) Any Person admitted to the Company upon a Disposition of Capital Units shall pay, or reimburse 
the Company for, all costs incurred by the Company in connection with the Disposition or admission on or 
before the thirtieth day after the receipt by that Person of the Company’s invoice for the amount due. If 
payment is not made by the date due, the Person owing that amount shall pay interest on the unpaid 
amount from the date due until paid at the legal rate of interest allowed under South Dakota law.

4.2 Tax Elections. In the event of a Disposition of all or part of the Capital Units of any Member, the Company, in 
the sole discretion of the Board of Managers, may elect pursuant to Section 754 of the Code (or any successor 
provisions) to adjust the basis of the assets of the Company.

4.3 Redemption. The Company shall have the right to redeem the Capital Units of a Member or a Person who 
beneficially holds Capital Units upon any of the following occurrences:

(a) Whenever the Board of Managers by resolution, adopted in good faith and after due investigation, 
finds that any of the following defaults under the Operating Agreement exist and have not been remedied 
for a period of 24 months after providing written notice to the defaulting Person identifying the default, 
describing how such default may be cured and explaining the consequences of this redemption provision:

i. A Person who is not already a Member becomes the beneficial holder of Capital Units and 
fails to take such action as is necessary to become a Member in compliance with Sections 3.3 and 
4.1 of this Operating Agreement; or

ii. A Member or other Person becomes the beneficial holder of less than 2,500 Capital Units 
and fails to either acquire sufficient additional Capital Units to comply with the minimum investment 
requirement set forth in Section 5.1(c) of this Operating Agreement or to dispose of the Capital 
Units; or

iii. A Member or other Person, and said Member’s or other Person’s Affiliates, becomes the 
holder of more than 10.0%  of the issued and outstanding Capital Units and fails to dispose of a 
sufficient number of Capital Units to comply with the maximum investment limit set forth in Section 
5.1(d) of this Operating Agreement.

(b) Whenever the Board of Managers by resolution, adopted in good faith and after due investigation, 
finds that a Member has caused damage or harm to the Company and the other Members as a result of 
such Member’s (i) intentional or repeated violation of any of the provisions of the Articles or this Operating 
Agreement (other than the defaults set forth in paragraph (a) above), or (ii) material breach of the terms 
and conditions of any contract with the Company.

If the Company exercises its right to redeem a Member’s or other Person’s Capital Units pursuant to any 
of the above, the redemption of a Member’s or other Person’s Capital Units shall be effective upon written 
notice by the Company to the Member or other Person of such redemption following the satisfaction of all 
of the above conditions. Upon surrender of such Member’s or Person’s Capital Units certificate (or 
satisfactory evidence of lost certificate), the Company shall then pay to such Member or Person the 
greater of (i) $0.20 per Capital Unit or (ii) the original purchase price paid upon issuance of such Capital 
Units less cumulative distributions paid with respect to such Capital Units through the date of redemption. 
Nothing in this section shall be interpreted to limit or prevent the Company from seeking any legal or 
equitable relief that would otherwise be available to the Company.
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ARTICLE 5
CAPITAL CONTRIBUTIONS

5.1 Class A Capital Units.

(a) Issuance of Class A Units as Part of the Reorganization. As part of the Reorganization, 14,129,250 
Class A Capital Units are being issued to the Cooperative in exchange for all of the Cooperative’s assets 
and liabilities. The Cooperative is being dissolved and the Class A Capital Units are being distributed to the 
shareholders of the Cooperative in proportion to the equity shares held by each shareholder of the 
Cooperative. In the event any shareholder of the Cooperative fails to execute a counterpart signature page 
of the Operating Agreement, or fails to consent to the termination of the shareholder’s Member Agreement, 
the Company shall have the right to redeem such Person’s Class A Capital Units as provided in Section 4.3, 
in addition to any remedies otherwise provided by law.

(b) Disposition of Class A Units following the Reorganization. After completion of the Reorganization, 
Class A Members may Dispose of outstanding Class A Capital Units to any Person, subject to the other 
requirements of this Operating Agreement. Class A Capital Units may only be Disposed of in increments of 
250 Capital Units.

(c) Minimum Investment. A Class A Member must always own at least 2,500 Class A Capital Units, and 
no Person will be admitted as a Class A Member unless said Person holds at least 2,500 Class A Capital 
Units. If a Person fails to meet this requirement, the Company may redeem the Class A Capital Units held 
by said Person as provided in Section 4.3.

(d) Maximum Investment. After completion of the Reorganization, no Person and said Person’s 
Affiliates may at any time hold more than 10.0% of the issued and outstanding Class A Capital Units. If a 
Person violates this limit, the Company may redeem the Class A Capital Units held by said Person in 
excess of this limitation as provided in Section 4.3.

5.2 Additional Capital Units. Additional Capital Units may be created and issued to new Members or to existing 
Members on such terms and conditions as the Board of Managers may determine at the time of admission, and 
may include for the creation of different classes or groups of Members, represented by different classes of Capital 
Units, which Capital Units may have different rights, powers, and duties. If the Board of Managers creates additional 
Capital Units, the Board of Managers must specify the terms of admission or issuance, including the amount of 
Committed Capital proposed to be raised from the issuance of such Capital Units. Members of the Company shall 
not have a preemptive right to acquire additional, newly created Capital Units of the Company.

5.3 Return of Contributions. A Member is not entitled to the return of any part of its Capital Contribution or to be 
paid interest in respect of either its capital account or its Capital Contribution. A Capital Contribution is not a liability 
of the Company or of any Member. Members will not be required to contribute or to lend any cash or property to the 
Company to enable the Company to return any Member’s Capital Contribution.

5.4 Advances by Members. If the Company does not have sufficient cash to pay its obligations, and the 
Company does not raise additional capital pursuant to Section 5.3 hereof, any Member(s) that may agree to do so 
with the consent of the Board of Managers, as appropriate, may advance all or part of the needed funds to or on 
behalf of the Company. An advance described in this Section constitutes a loan from the Member to the Company, 
bears interest at the rate negotiated with the Board of Managers from the date of the advance until the date of 
payment and is not a Capital Contribution.

5.5 Capital Accounts. A capital account shall be established and maintained for each Member pursuant to the 
requirements of applicable federal income tax regulations. Each Member’s capital account shall be increased and 
decreased as follows:

(a) Each Member’s capital account shall be increased by: (i) the amount of the initial Capital 
Contribution made by the Member, (ii) the amount of any additional Capital Contributions made by the 
Member, and (iii) any income and gains allocated to the Member pursuant to Article 6.
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(b) Each Member’s capital account shall be decreased by: (i) any deductions and losses allocated to 
the Member pursuant to Article 6, and (ii) the amount of any distributions by the Company to the Member as 
of the time of the distribution.

The foregoing provisions and the other provisions of this Operating Agreement relating to allocations of income, 
gain, loss or deductions, nonliquidating distributions, liquidating distributions and the maintenance of Capital 
Accounts, including and subject to Section 13.2 and 13.3 of this Operating Agreement, are intended to comply with 
Section 1.704-1(b) of the federal income tax regulations (“Treasury Regulations”), and shall be interpreted and 
applied in a manner consistent with the Treasury Regulations.  If the Board determines that it is necessary or 
appropriate to modify the manner in which the Capital Accounts, or any debits or credits thereto (including, without 
limitations, debits or credits relating to liabilities which are secured by contributed or distributed property or which 
are assumed by the Company or any Member), are computed in order to comply with the Treasury Regulations, the 
Board may make such modification, provided that it is not likely to have a material effect on the amount distributable 
to any Member pursuant to Section 13 of this Operating Agreement upon the liquidation of the Company. The Board 
also shall (i) make any adjustment that is necessary or appropriate to maintain proportionality between the Capital 
Account of any Member and the number of Capital Units held by such Member, including the allocation of book 
income, gain, loss or deduction in the event of the liquidation of the Company or of a Member’s entire interest in the 
Company so as to maintain such proportionality, (ii) make any adjustment that is necessary or appropriate to 
maintain equality between the aggregate Capital Accounts of the Members and the amount of capital reflected on 
the Company’s balance sheet as computed for book purposes within the contemplation of and in accordance with 
Section 1.704-1(b)(2)(iv)(q) of the Treasury Regulations, and (iii) make any necessary or appropriate modification if 
unanticipated events might otherwise cause this Operating Agreement not to comply with Section 1.704-1(b) of the 
Treasury Regulations. The Board shall cause the book values of the assets of the Company to be adjusted to equal 
their respective fair market values (taking Section 7701(g) of the Code into account) in the event of (A) the 
liquidation of the Company, (B) the liquidation of a Member’s interest in the Company for more than a de minimis 
distribution of Company money or property as consideration, (C) the acquisition of Capital Units in the Company by 
any person in exchange for more than a de minimis contribution to the Company of money or property, and (D) such 
other times as the Treasury Regulations may permit; provided that such an adjustment shall be made only if the 
Board determines that such adjustment is necessary to reflect the relative economic interests of the Members in the 
Company.

A Member who has more than one Capital Unit shall have a single Capital Account that reflects all its Capital Units, 
regardless of the Class of Capital Units owned by that Member and regardless of the time or manner in which those 
Capital Units were acquired. Upon the Disposition of a Capital Unit, that portion of the Capital Account of the 
Member effecting the Disposition that is attributable to the Capital Unit subject to the Disposition shall carry over to 
the Person acquiring such Capital Unit.

ARTICLE 6
ALLOCATIONS AND DISTRIBUTIONS

6.1  Allocations and Distributions. Except as may be required by section 704 (b) and (c) of the Code and the 
applicable Treasury Regulations, all items of income, gain, loss, deduction, and credit of the Company shall be 
allocated among the Members, and distributions shall be made, in accordance with Section 5.5 and this Article 6 of 
this Operating Agreement.

6.2 Distributions of Available Cash.

(a) Distributions of Available Cash for Distribution shall be distributed to the Members in any amounts 
and at any time, as determined by the Board of Managers, in its sole discretion, provided that such 
distribution does not violate or cause the Company to default under the terms of the Company’s loan or 
related agreements or violate Section 6.10 of this Agreement.

(b) Intentionally omitted.

(c) Available Cash for Distributions shall be made to Members or beneficial owner of Capital Units of 
record as of the last day of the previous Quarter in which the distribution was approved by the Board of 
Managers and to Members ratably in proportion to their Ownership Percentages.

(d) Intentionally omitted.
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6.3 Allocations of Income, Gain, Loss, Deductions, and Credits. Except as otherwise provided in Section 5.5 or 
this Article 6 of this Operating Agreement, all items of income, gain, loss, deductions, and credits for a fiscal year 
shall be allocated to the Members ratably in proportion to their Ownership Percentages.

6.4 Allocation of Gain or Loss Upon the Sale of All or Substantially All of the Company’s Assets. 
Notwithstanding the provisions of Section 6.3:

(a) Allocation of Gain.  Income or gain from the sale or other disposition of all or substantially all of the 
Company’s assets shall be allocated among the Members, first, in such respective amounts as shall cause 
each Member’s Capital Account  (increased by such amounts of income or gain) to bear a ratio to the 
aggregate Capital Account balance of all Members which, expressed as a percentage, is equal to such 
Member’s Ownership Percentage, and, thereafter, ratably in proportion to their respective Ownership 
Percentages.

(b) Allocation of Loss.  Any loss from the sale or exchange of all or substantially all of the Company’s 
assets shall be allocated first, so as to equalize the capital account balances of all Members holding the 
same number of Capital Units, and thereafter, the remaining losses shall be allocated to the Members, 
ratably in proportion to their Ownership Percentages.

6.5 Regulatory Allocations and Allocation Limitations. Notwithstanding the preceding provisions for allocating 
income, gains, losses, deductions and credits, the following limitations, regulatory allocations and contingent 
reallocations are intended to comply with applicable income tax Treasury Regulations under Section 704(b) of the 
Code and shall be so construed when applied.

(a) Minimum Gain Chargeback. Notwithstanding any other provision of this Section 6.5, if there is a net 
decrease in Partnership Minimum Gain during any Company fiscal year, each Member shall be specially 
allocated items of Company income and gain for such year (and, if necessary, for subsequent years) in 
accordance with Section 1.704-2(f)(1) of the Treasury Regulations in an amount equal to such Member’s 
share of the net decrease in Partnership Minimum Gain (determined in accordance with Section 
1.704-2(g)(2) of the Treasury Regulations). This Section 6.5(a) is intended to comply with the minimum gain 
chargeback requirement in the Treasury Regulations and shall be interpreted consistently therewith.

(b) Partner Minimum Gain Chargeback. Except as otherwise provided in Section 1.704-2(i)(4) of the 
Treasury Regulations, notwithstanding any other provision of this Section 6.5, if there is a net decrease in 
Partner Nonrecourse Debt Minimum Gain attributable to a Partner Nonrecourse Debt during any Company 
fiscal year, each Member who has a share of the Partner Nonrecourse Debt Minimum Gain attributable to 
such Partner Nonrecourse Debt, determined in accordance with Section 1.704-2(i)(5) of the Treasury 
Regulations, shall be specially allocated items of Company income and gain for such year (and, if 
necessary, for subsequent years) in an amount equal to such Member’s share of the net decrease in 
Partner Nonrecourse Debt Minimum Gain attributable to such Partner Nonrecourse Debt, determined in 
accordance with Section 1.704-2(i)(4) of the Treasury Regulations. Allocations pursuant to the previous 
sentence shall be made in proportion to the respective amounts required to be allocated to each Member 
pursuant thereto. The items to be so allocated shall be determined in accordance with Sections 
1.704-2(i)(4) and 1.704-2(j)(2) of the Treasury Regulations. This Section 6.5(b) is intended to comply with 
the minimum gain chargeback requirements in Section 1.704-2(i)(4) of the Treasury Regulations and shall 
be interpreted consistently therewith.

(c) Qualified Income Offset. In the event a deficit balance in a Member’s capital account in excess of 
the sum of (i) the amount such Member is obligated to restore or contribute to the Company pursuant to any 
provision of this Operating Agreement, and (ii) the amount such Member is deemed to be obligated to 
contribute pursuant to the penultimate sentences of Section 1.704-2(g)(1)(ii) and 1.704-2(i)(5) of the 
Treasury Regulations, is caused or increased because a Member receives an adjustment, allocation, or 
distribution described in Section 1.704-1(b)(2)(ii)(d) of the Treasury Regulations, such Member will be 
allocated items of Company income and gain in an amount and manner sufficient to eliminate such deficit 
balance or such increase in the deficit balance, as quickly as possible, to the extent required in the Treasury 
Regulations. This Section 6.5(c) is intended, and shall be so construed, to provide a “qualified income 
offset” within the meaning of Section 1.704-1(b)(2)(ii)(d) of the Treasury Regulations.
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(d) Gross Income Allocations. In the event that a deficit balance in a Member’s capital account at the 
end of any fiscal year is in excess of the sum of (i) the amount such Member is obligated to restore or 
contribute to the Company under this Operating Agreement, and (ii) the amount such Member is deemed to 
be obligated to restore pursuant to the penultimate sentences of Treasury Regulations §§ 1.704-2(g)(1)(ii) 
and 1.704-2(i)(5), the Member shall be specially allocated items of Company income and gain in the 
amount of such excess as quickly as possible, provided that an allocation pursuant to this Section 6.5(d) 
shall be made only if and to the extent that the Member would have a deficit balance in its capital account in 
excess of such sum after all other allocations provided for in this Section have been made as if Section 
6.5(c) and this Section 6.5(d) were not in this Operating Agreement.

(e) Nonrecourse Deductions. Nonrecourse Deductions shall be specially allocated to the Members in 
proportion to the allocation of Losses under Section 6.3.

(f) Partner Nonrecourse Deductions. Any Partner Nonrecourse Deductions for any fiscal year shall be 
specially allocated to the Member who bears the economic risk of loss with respect to the Partner 
Nonrecourse Debt to which such Partner Nonrecourse Deductions are attributable in accordance with 
Section 1.704-2(i)(1) of the Treasury Regulations.

(g) Members’ Shares of Excess Nonrecourse Debt. The Members’ shares of excess Partnership 
Nonrecourse Debt within the meaning of Section 1.752-3(a)(3) of the Treasury Regulations shall be 
determined in accordance with the manner in which it is reasonably expected that the deductions 
attributable to such Partnership Nonrecourse Debt will be allocated.

(h) Curative Allocations. The allocations set forth in subsections (a), (b), (c), (d), (f) and (g) (the 
“Regulatory Allocations”) are intended to comply with certain requirements of the Treasury Regulations 
under Section 704(b). Notwithstanding any other provision of this Article 6 (other than the Regulatory 
Allocations), the Regulatory Allocations shall be taken into account in allocating other items of income, gain 
or loss among the Members so that, to the extent possible, the net amount of allocations of such items of 
income, gain or loss and the Regulatory Allocations to each Member shall be equal to the net amount that 
would have been allocated to such Member if the Regulatory Allocations had not occurred. For this 
purpose, future Regulatory Allocations under Section 6.5(a) and (b) shall be taken into account that, 
although not yet made, are likely to offset other Regulatory Allocations made under Section 6.5(f) and (g).

6.6 Proration of Allocations. All income, gains, losses, deductions and credits for a fiscal year allocable with 
respect to any Members whose Capital Units may have been transferred, forfeited, reduced or changed during such 
year should be allocated based upon the varying interests of the Members throughout the year. The precise manner 
in which such allocations are made shall be determined by the Board of Managers in its sole discretion and shall be 
a manner of allocation, including an interim closing of the books, permitted to be used for federal income tax 
purposes.

6.7 Consent to Allocation. Each Member expressly consents to the methods provided herein for allocation of 
the Company’s income, gains, losses, deductions and credits.

6.8 Distributions in Kind. Except as provided by this Operating Agreement, a Member, regardless of the form of 
the Member’s Capital Contribution, may not demand or receive a distribution from this Company in any form other 
than cash.

6.9 Right to Distributions. A Member who is entitled to receive a distribution that has not been paid by the 
Company when due has the status of, and is entitled to all remedies available to, a creditor of the Company with 
respect to such distribution.

6.10 Limitation on Distributions.

(a) Notwithstanding anything to the contrary in this Operating Agreement, the Company may not make 
a distribution to its Members to the extent that, immediately after giving effect to the distribution, all liabilities 
of the Company, other than liabilities to Members with respect to their interests and liabilities for which the 
recourse of creditors is limited to specified property of the Company, exceed the fair value of the Company’s 
assets, except that the fair value of property that is subject to a liability for which recourse of creditors is 
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limited shall be included in the Company’s assets only to the extent that the fair value of that property 
exceeds that liability, or otherwise in violation of the Act.

(b) A Member who receives a distribution that is not permitted under this Operating Agreement has no 
liability to return the distribution unless the Member knew that the distribution was prohibited under the 
terms of this Operating Agreement or the Act.

6.11 Tax Allocations:  Code Section 704(c).

(a) In accordance with Section 704(c) of the Code and the Treasury Regulations thereunder, income, 
gain, loss and deduction with respect to any property contributed to the capital of the Company shall, solely 
for tax purposes, be allocated among the Members so as to take account of any variation between the 
adjusted basis of such contributed property to the Company for federal income tax purposes and its book 
value (computed in accordance with Section 704(b) of the Code and the Treasury Regulations thereunder).

(b) If the assets of the Company are revalued pursuant to Section 5.5 of this Operating Agreement, 
subsequent allocations of income, gain, loss and deduction with respect to such asset shall take account of 
any variation between the adjusted basis of such asset for federal income tax purposes its book value 
(computed in accordance with Section 704(b) of the Code and the Treasury Regulations thereunder), in the 
same manner as allocations pursuant to Section 704(c) of the Code and the Treasury Regulations 
thereunder.

(c) Allocations pursuant to Section 6.11(a) of this Operating Agreement shall be made using the 
“remedial allocation method” described in Section 1.704-3(d) of the Treasury Regulations (or successor 
regulation). Allocations pursuant to Section 6.11(b) of this Operating Agreement shall be made as required 
or permitted by Section 1.704-3 of the Treasury Regulations pursuant to any method provided therein that 
may reasonably be chosen by the Board.  Any election or other decision relating to tax allocations under 
this Section 6.11 shall be made in any manner that the Board reasonably determines to reflect the purpose 
and intention of this Operating Agreement.  Allocations under this Section 6.11 are solely for purposes of 
federal, state and local taxes and shall not affect, or in any way be taken into account in computing, any 
Member's Capital Account or share of income, gains, losses, deductions or distributions under any provision 
of this Operating Agreement.

ARTICLE 7
OFFICERS

7.1 Number of Officers. The officers of the Board of Managers shall be a President, one or more vice-
presidents, and a Secretary, each of whom shall be appointed by the Board of Managers. The officers of the 
Company shall be a Chief Executive Officer and a Chief Financial Officer. The Board of Managers shall appoint the 
Chief Executive Officer. The Chief Executive Officer shall appoint the Chief Financial Officer. Such other officers and 
assistant officers as may be deemed necessary, including any vice-presidents, may be appointed by the Board of 
Managers. If specifically authorized by the Board of Managers, an officer may appoint one or more officers or 
assistant officers for the Board of Managers. The same individual may simultaneously hold more than one office on 
the Board of Managers. A person must be a member of the Board of Managers and a Member of the Company or 
representative owner of a Member of the Company to serve as an officer of the Board of Managers. A person need 
not be a member of the Board of Managers or a Member of the Company or representative of a Member of the 
Company to serve as an officer of the Company.

7.2 Appointment and Term of Office. The officers of the Board of Managers shall be appointed by the Board of 
Managers for a term as determined by the Board of Managers. If no term is specified, they shall hold office until the 
first meeting of the Board of Managers held after the next annual meeting of Members. If the appointment of officers 
shall not be made at such meeting, such appointment shall be made as soon thereafter as is convenient. Each 
officer shall hold office until the officer’s successor shall have been duly appointed, until the officer’s death, or until 
the officer shall resign or shall have been removed in the manner provided in Section 7.3. The designation of a 
specified term does not grant to the officer any contract rights. The Board of Managers can remove the officer at any 
time prior to the termination of such term, and the officer shall be employed “at will,” unless otherwise provided by a 
signed contract with the Company. The officers of the Company shall be appointed by the Board of Managers for a 
term as determined by the Board of Managers. If no term is specified, they shall hold office until removed by the 
Board of Managers or until they resign.
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7.3 Removal of Officers. Any officer or agent of the Board of Managers may be removed by a Super Majority 
Vote of the Board of Managers at any time, with or without cause. The Board of Managers by a Super Majority Vote 
may remove the Chief Executive Officer at any time, with or without cause. The Chief Executive Officer may remove 
the Chief Financial Officer at any time, with or without cause. Any such removal shall be without prejudice to the 
contract rights, if any, of the person so removed. Appointment of an officer or agent shall not of itself create contract 
rights.

7.4 The Chief Executive Officer. The Chief Executive Officer shall be the principal executive officer of the 
Company. The Chief Executive Officer may sign, with the Secretary or any other proper officer of the Company 
authorized by the Board of Managers, contracts and other instruments, except in cases where the signing and 
execution thereof shall be expressly delegated by the Board of Managers or by this Operating Agreement to some 
other officer or agent of the Company, or shall be required by law to be otherwise signed or executed, and in 
general shall perform all duties incident to the office of Chief Executive Officer and such other duties as may be 
prescribed by the Board of Managers from time to time. Notwithstanding the previous sentence, the Chief Executive 
Officer shall not have the authority to sign deeds, mortgages or debt instruments, except in cases where the signing 
and execution thereof shall be expressly delegated to the Chief Executive Officer by the Board of Managers, or for 
the borrowing of money in an amount not exceeding $50,000.00.

7.5 The Chief Financial Officer. The Chief Financial Officer shall be the principal financial and accounting officer 
of the Company. The Chief Financial Officer shall:

(a) Have charge and custody of and be responsible for all funds and securities of the Company;

(b) Receive and give receipts for moneys due and payable to the Company from any source 
whatsoever, and deposit all such moneys in the name of the Company in such banks, trust companies, or 
other depositaries as shall be selected by the Board of Managers; and

(c) In general, perform all of the duties incident to the office of Chief Financial Officer and such other 
duties as from time to time may be assigned to the Chief Financial Officer by the Chief Executive Officer. If 
required by the Board of Managers or the Chief Executive Officer, the Chief Financial Officer shall give a 
bond for the faithful discharge of the Chief Financial Officer’s duties in such sum and with such surety or 
sureties as the Board of Managers or Chief Executive Officer shall determine.

7.6 The President. The President shall be the presiding officer of the Board of Managers. The President shall, 
when present, preside at all meetings of the Members and of the Board of Managers. The President may sign, with 
the Secretary or any other proper officer of the Board of Managers or of the Company authorized by the Board of 
Managers, deeds, mortgages, bonds, contracts, debt instruments or other instruments, which the Board of 
Managers have authorized to be executed, except in cases where the signing and execution thereof shall be 
expressly delegated by the Board of Managers to some other officer or agent of the Company, or shall be required 
by law to be otherwise signed or executed. The President may sign, with the Secretary or any other proper officer of 
the Board of Managers or of the Company authorized by the Board of Managers, Certificates for Capital Units of the 
Company and in general shall perform all duties incident to the office of President and such other duties as may be 
prescribed by the Board of Managers from time to time.

7.7 The Vice-Presidents. If appointed, in the absence of the President or in the event of the President’s death, 
inability or refusal to act, the Vice-President, or in the event there be more than one Vice-President, the Vice-
Presidents in the order designated at the time of their election, or in the absence of any designation, then in the 
order of their appointment, shall perform the duties of the President, and when so acting, shall have all the powers 
of and be subject to all the restrictions upon the President. If there is no Vice-President, then any member of the 
Board of Managers shall perform such duties of the President. Any Vice-President may sign, with the Secretary or 
an Assistant Secretary, certificates for shares of the Company the issuance of which have been authorized by 
resolution of the Board of Managers; and shall perform such other duties as from time to time may be assigned to 
the Vice-President by the President or by the Board of Managers.

7.8 The Secretary. The Secretary shall:

(a) Keep the minutes of the proceedings of the Members and of the Board of Managers in one or more 
books provided for that purpose;

44



(b) See that all notices are duly given in accordance with the provisions of this Operating Agreement or 
as required by law;

(c) Be the custodian of the Company records and of any seal of the Company and if there is a seal of 
the Company, see that it is affixed to all documents the execution of which on behalf of the Company under 
its seal is duly authorized;

(d) When requested or required, authenticate any records of the Company;

(e) Keep a register of the mailing address of each Member which shall be furnished to the Secretary by 
such Member;

(f) Sign with the President, or a Vice-President, certificates for Capital Units of the Company, the 
issuance of which shall have been authorized by resolution of the Board of Managers;

(g) Have general charge of the Capital Units transfer books of the Company; and

(h) In general, perform all duties incident to the office of Secretary and such other duties as from time 
to time may be assigned to the Secretary by the President or by the Board of Managers.

7.9 Assistant Secretaries. The Assistant Secretaries, when authorized by the Board of Managers, may sign with 
the President or a Vice-President, certificates for Capital Units of the Company the issuance of which shall have 
been authorized by a resolution of the Board of Managers. The Assistant Secretaries, in general, shall perform such 
duties as shall be assigned to the Secretary, or by the President or the Board of Managers.

7.10 Designation of Tax Matters Partner. The Chief Financial Officer is designated as the Tax Matters Partner of 
the Company, as provided in the Treasury Regulations pursuant to Section 6231 of the Code. Each Member, by the 
execution of this Agreement consents to such designation of the Tax Matters Partner and agrees to execute, certify, 
acknowledge, deliver, swear to, file and record at the appropriate public offices such documents as may be 
necessary or appropriate to evidence such consent. If at any time there is no Chief Financial Officer, or if the Chief 
Financial Officer does not own Capital Units, the Board of Managers shall designate a Manager who owns Capital 
Units as the Tax Matters Partner of the Company.

7.11 Duties of Tax Matters Partner.

(a) The Tax Matters Partner shall register the Company as a “tax shelter” with the Internal Revenue 
Service if such registration is required and shall provide the tax shelter registration number to each Member.

(b) To the extent and in the manner provided by applicable law and regulations, the Tax Matters Partner 
shall furnish to the Secretary of the Treasury or his delegate (for the purposes of Sections 7.10 and 7.11 
only, the “Secretary”) the name, address, profit’s interest and taxpayer identification number of each 
Member.

(c) To the extent and in the manner provided by applicable law and regulations, the Tax Matters Partner 
shall keep each Member informed of the administrative and judicial proceedings for the adjustment at the 
Company level of any item required to be taken into account by a Member for income tax purposes (such 
administrative proceeding referred to hereinafter as a “tax audit” and such judicial proceeding referred to 
hereinafter as “judicial review”).

(d) If the Tax Matters Partner, on behalf of the Company, receives a notice with respect to a tax audit 
from the Secretary, the Tax Matters Partner shall forward a copy of such notice to the Members who hold or 
held an interest in the profits or losses of the Company in the taxable year to which the notice relates as 
required by law.

7.12 Authority of Tax Matters Partner. The Tax Matters Partner is hereby authorized, but not required:

(a) To enter into any settlement with the Internal Revenue Service or the Secretary with respect to any 
tax audit or judicial review, in which agreement the Tax Matters Partner may expressly state that such 
agreement shall bind the other Members, except that such settlement agreement shall not bind any 
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Member who (within the time prescribed pursuant to the Code and Treasury Regulations thereunder) files a 
statement with the Secretary providing that the Tax Matters Partner shall not have the authority to enter into 
a settlement agreement on behalf of such Member;

(b) In the event that a notice of a final administrative adjustment at the Company level of any item 
required to be taken into account by a Member for tax purposes (a “final” adjustment”) is mailed to the Tax 
Matters Partner, to seek judicial review of such final adjustment, including the filing of a petition for 
readjustment with the Tax Court, the District Court of the United States for the district in which the 
Company’s principal place of business is located, or the United States Court of Claims;

(c) To intervene in any action brought by any other Member for judicial review of a final adjustment;

(d) To file a request for an administrative adjustment with the Secretary at any time and, if any part of 
such request is not allowed by the Secretary, to file a petition for judicial review with respect to such 
request;

(e) To enter into an agreement with the Internal Revenue Service to extend the period for assessing 
any tax which is attributable to any item required to be taken into account by a Member for tax purposes, or 
an item affected by such item;

(f) To take any other action on behalf of the Members or the Company in connection with any 
administrative or judicial tax proceeding to the extent permitted by applicable law or regulations; and

(g) To retain attorneys and accountants on an as-needed basis under such terms and conditions as 
determined solely by the Tax Matters Partner.

7.13 Expenses of Tax Matters Partner. The Company shall indemnify and reimburse the Tax Matters Partner for 
all expenses, including legal and accounting fees, claims, liabilities, losses and damages incurred in connection with 
any administrative or judicial proceeding with respect to the tax liability of the Members. The payment of all such 
expenses shall be made before any distributions are made of Net Income from Operations, or any discretionary 
reserves are set aside by the Board of Managers. The taking of any action and the incurring of any expense by the 
Tax Matters Partner in connection with any such proceeding, except to the extent required by law, is a matter in the 
sole discretion of the Tax Matters Partner and the provisions on limitations of liability of a Manager and 
indemnification set forth in Article 9 of this Agreement shall be fully applicable to the Tax Matters Partner in his 
capacity as such.

7.14 Compensation. The salaries and terms of employment of the Chief Executive Officer and of the officers of 
the Board of Managers shall be fixed from time to time by the Board of Managers. The salaries and terms of 
employment of the other officers of the Company shall also be fixed from time to time by the Board of Managers or 
person designated by the Board of Managers. Officers of the Board of Managers who are Members of the Company 
shall receive the same membership benefits that all other Members receive. Officers of the Company and officers of 
the Board of Managers may be reimbursed for reasonable expenses incurred in carrying out their duties as officers.

ARTICLE 8
MANAGEMENT

8.1 Management by Board of Managers.

(a) Except for situations in which the approval of the Members is required by this Operating Agreement 
or by nonwaivable provisions of the Act, and subject to the provisions of Section 8.2, the powers of the 
Company shall be exercised by or under the authority of, and the business and affairs of the Company shall 
be managed under the direction of the Board of Managers, and the Board of Managers may make all 
decisions and take all actions for the Company not otherwise provided for in this Operating Agreement, 
including, without limitation, the following:

(i) To manage, supervise and conduct the day-to-day affairs of the Company.

(ii) To direct the expenditure of the capital and profits of the Company in furtherance of the 
Company’s purposes.
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(iii) To direct the investment of Company funds in any manner deemed appropriate or 
convenient by the Board of Managers to be in the best interests of the Company.

(iv) To enter into operating agreements, joint participations, joint ventures, and partnerships 
with others containing such terms, provisions and conditions as the Board of Managers shall 
approve.

(v) To cause the Company to borrow money from banks and other lending institutions for any 
Company purpose and in connection therewith to mortgage, grant a security interest in or 
hypothecate all of the assets of the Company.

(vi) To sell, dispose, abandon, trade or exchange assets (but not a sale, disposition, 
abandonment, trade, or exchange of all or any substantial portion of the Company’s assets) of the 
Company, upon such terms and conditions and for such consideration as the Board of Managers 
deems appropriate.

(vii) To enter into agreements and contracts with any Member or an Affiliate of any Member and 
to give receipts, releases and discharges with respect to all of the foregoing and any matters 
incident thereto as the Board of Managers may deem advisable or appropriate; provided, however, 
that a majority of the disinterested Managers must determine that the transaction is fair and 
reasonable to the Company and any such agreement or contract shall be on terms as favorable to 
the Company as could be obtained from any third party.

(viii) To make distributions in accordance with and subject to the limitations set forth in Article 6 
of this Operating Agreement.

(ix) To amend this Operating Agreement in accordance with the provision of Section 14.10.

(b) Except as otherwise provided in this Operating Agreement, all acts of the Board of Managers will be 
by majority vote of the disinterested Managers. The following acts shall require a Super Majority Vote of the 
disinterested Managers:

(i) The removal of the Chief Executive Officer of the Company pursuant to Section 7.3;

(ii) The removal of a Manager pursuant to Section 8.6; and

(iii) The approval of any action taken by the Board of Managers in writing without a meeting of 
the Board of Managers pursuant to Section 8.14.

8.2 Actions by Managers; Committees; Delegation of Authority and Duties.

(a) In managing the business and affairs of the Company and in exercising its powers, the Board of 
Managers shall act (i) collectively through meetings and written consents consistent with or as may be 
provided or limited in other provisions of this Operating Agreement; (ii) through committees pursuant to 
Section 8.2(b); and (iii) through Managers and officers to whom authority and duties have been delegated 
pursuant to Section 8.2(c).

(b) The Board of Managers may, from time to time, designate one or more committees, each of which 
shall be comprised of one or more members of the Board of Managers and/or the Members of the 
Company. Any such committee, to the extent provided in such resolution shall have and may exercise such 
authority as is designated by the Board of Managers, subject to the limitations set forth in the Act. At every 
meeting of any such committee, unless otherwise provided by the Board of Managers, the presence of a 
majority of all the committee members shall constitute a quorum, and the affirmative vote of a majority of the 
committee members present shall be necessary for the adoption of any resolution. The Board of Managers 
may dissolve any committee at any time.

(c) Any Person dealing with the Company, other than a Member, may rely on the authority of the 
Manager or any officer of the Company in taking any action in the name of the Company without inquiry into 
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the provisions of this Operating Agreement or compliance herewith, regardless of whether that action 
actually is taken in accordance with the provisions of this Operating Agreement.

8.3 Registration and Transfer of Securities. Securities and other property owned by the Company shall be 
registered in the Company’s name, in a nominee name, in any such case for the benefit of the Company. Any 
transfer agent called upon to transfer any securities to or from the name of the Company or such other names shall 
be entitled to rely on instructions or assignments signed by an officer of the Company, or by any agent or custodian 
so authorized by the Board of Managers, on its behalf, without inquiry as to the authority of the person signing such 
instructions or assignments or as to the validity of any transfer to or from the name of the Company. At the time of 
transfer, any transfer agent is entitled to assume, unless it has actual knowledge to the contrary:

(a) that the Company is still in existence;

(b) that this Operating Agreement is in full force and effect and has not been amended, unless the 
transfer agent has received written notice to the contrary; and

(c) that the person so signing is authorized to sign on behalf of the Company.

8.4 Number; Term of Office; Election.

(a) The number of Managers of the Company shall be set at 15 consist of 9 individuals until such time 
as the Members vote to change the number of Managers serving on the Board of Managers. If the number 
of Managers is increased, the newly created Manager positions shall be filled at the next annual meeting by 
election by the Members. If the number of Managers is decreased, then the decrease shall coincide with the 
next annual or special meeting and all Managers shall be subject to reelection by the Members. Each 
Manager shall hold office according to the provisions of Section 8.4(b) unless such Manager resigns, dies, 
or becomes disabled.

(b) A person must be a Member or a representative owner of a Member of the Company to be elected 
to the Board of Managers. Managers shall be elected on a staggered basis, resulting in elections of five 
Managers annually. Each Manager shall be elected to office by the Members for a term of three years or 
until the Manager’s earlier resignation or removal. No Manager may serve more than three consecutive 
three year terms on the Board of Managers, and the original terms of the Managers as directors of the 
Cooperative shall be included in calculating length of service. If a Manager’s term expires, the Manager 
shall continue to serve until the Manager’s successor shall have been elected and qualified. If a Manager is 
appointed to complete an unexpired term, that portion of the unexpired term shall not be counted when 
calculating the Manager’s length of service.

(c) At each annual meeting, except as otherwise provided herein, one Manager from each geographic 
district shall be elected from the following five geographical districts:

District State Counties

1 South Dakota Brookings, Deuel, Hamlin, and Kingsbury, Lake, Lincoln, 
McCook, Miner, Minnehaha, Moody and Turner

2 South Dakota Lake, McCook, Miner, Minnehaha and Moody

2 Minnesota Cottonwood, Jackson, Lac qui Parle, Lincoln, Lyon, Murray, 
Nobles, Pipestone, Redwood, and Rock, and Yellow Medicine

3 Minnesota Lac qui Parle, Lincoln, Lyon, Redwood and Yellow Medicine
South Dakota All other counties in Minnesota, South Dakota, and other States.
All Other States

4 Minnesota All other counties in Minnesota
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5 South Dakota All other counties in South Dakota
All Other States

It is intended that each of the five three geographic districts have approximately equal numbers of Members located 
in each district. Boundaries of districts may be changed by a majority vote of the Members at an annual or special 
meeting of the Members. However, if the boundaries are changed by a vote taken at an annual meeting, the change 
of district boundaries shall not be effective until adjournment of the annual meeting so that the election of Managers 
to be held during said annual meeting shall be completed under the former district boundaries.

(d) If a representative of a Member that is a partnership, firm, corporation, limited liability company, 
unincorporated association or cooperative is seeking election to the Board of Managers, the representative 
owner of a Member of the Company shall seek election within the district in which the Member is located. 
For the purpose of electing Managers, a Member shall be deemed to be located in a given district if the 
Member’s principal residence is located within the district for a Member that is an individual, and if the 
Member’s chief executive office is located within the district for a Member that is a partnership, firm, 
corporation, limited liability company, unincorporated association or cooperative. If a Manager’s principal 
residence or the Member’s chief executive office, whichever is applicable, should change from one district 
to another during a Manager’s term, because of a change in location of the principal residence or chief 
executive office, whichever is applicable, or because the Members vote to change the boundaries of a 
Manager’s district, said Manager may complete his or her term, but may not seek re-election within the 
former district upon completion of the current term.

(e) A Manager shall be elected by a plurality of the votes cast by the Members from the Manager’s 
district voting in the election, with each Member having one vote per position and no cumulative voting. 
Other aspects of the election process shall be determined by the Board of Managers in advance of the 
annual election.

8.5 Death or Disability of Managers. Upon the death or disability of a Manager, the resulting vacancy on the 
Board of Managers may be filled in accordance with Section 8.8.

8.6 Removal. Managers may be removed for any reason at any annual or special meeting of Members by the 
affirmative vote of the majority of the Members. The notice calling such meeting shall give notice of the intention to 
act upon such matter, and if the notice so provides, the vacancy caused by such removal by the Members may be 
filled at such meeting by vote of the Members represented at such meeting. Managers may also be removed for any 
reason by a Super Majority Vote of the Board of Managers. The vacancy caused by such removal by the Board of 
Managers may be filled by the remaining members of the Board of Managers as provided in Section 8.8 of this 
Operating Agreement.

8.7 Resignations. Any Manager may resign at any time. Such resignation shall be made in writing and shall 
take effect at the time specified therein, or, if no time be specified then at the time of its receipt by the President or 
the Secretary. The acceptance of a resignation shall not be necessary to make it effective, unless expressly so 
provided in the resignation.

8.8 Vacancies. Any vacancy occurring in the Board of Managers (other than by reason of an increase in the 
number of Managers) may be filled by appointment through the affirmative vote of a majority of the remaining 
Managers, though less than a quorum of the Managers. A Manager appointed by the Board of Managers to fill a 
vacancy shall serve until the next annual meeting or special meeting of Members held for the purpose of electing 
Managers, at which time, the Members shall elect a new Manager to serve for the remainder of the original 
unexpired term of the vacated position. Any Manager position to be filled by reason of an increase in the number of 
members on the Board of Managers shall be filled by election at an annual meeting or at a special meeting of 
Members called for that purpose.

8.9 Place and Manner of Meetings. Meetings of the Board of Managers, regular or special, may be held either 
within or without the State of South Dakota. Managers may participate in such meetings by means of conference 
telephone or similar communications equipment by means of which all persons participating in the meeting can hear 
each other, and participation in a meeting as provided herein shall constitute presence in person at such meeting, 
except where a person participates in the meeting for the express purpose of objecting to the transaction of any 
business on the ground that the meeting is not lawfully called or convened.

49



8.10 First Meeting. The first meeting of the newly elected Managers shall be held without further notice within 60 
days following the annual meeting of the Members, and at the same place, unless by unanimous consent of the 
Board of Managers then elected and serving, such time or place shall be changed.

8.11 Regular Meeting of Board of Managers. A regular meeting of the Board of Managers may be held at such 
time as shall be determined from time to time by resolution of the Board of Managers.

8.12 Special Meeting of Board of Managers. The Secretary shall call a special meeting of the Board of Managers 
whenever requested to do so by the President, Chief Executive Officer, or by any three of the Managers. Such 
special meeting shall be held at the time specified in the notice of the meeting. Neither the business to be 
transacted at, nor the purpose of, any special meeting need be specified in a notice or waiver of notice.

8.13 Notice of Board of Managers’ Meetings. All special meetings of the Board of Managers shall be held upon 
two days’ written or oral notice stating the date, place and hour of meeting delivered to each Manager either 
personally or by facsimile transmission, or upon five days’ written notice by mail, at the direction of the President, 
Chief Executive Officer, the Secretary, or Managers calling the meeting.

8.14 Action Without Meeting. Any action that can be taken at a meeting of the Board of Managers, or any action 
which may be taken at a meeting of the Board of Managers, may be taken without a meeting if a consent in writing, 
setting forth the action so taken, shall be signed by a Super Majority Vote of the Board of Managers. Such consent 
shall have the same force and effect as if adopted at a duly called meeting of the Board of Managers.

8.15 Quorum; Majority Vote. At all meetings of the Board of Managers, a majority of the members of the Board of 
Managers shall constitute a quorum for the transaction of business. Except as otherwise provided in this Operating 
Agreement, the act of a majority of the Managers present at any meeting at which a quorum is present shall be the 
act of the Board of Managers. If a quorum shall not be present at any meeting of the Board of Managers, the 
Managers present thereat may adjourn the meeting from time to time, without notice other than announcement at 
the meeting, until a quorum is present.

8.16 Approval or Ratification of Acts or Contracts. The Board of Managers in its discretion may submit any act or 
contract for approval or ratification at any annual meeting of the Members, or at any special meeting of the 
Members called for the purpose of considering any such act or contract, and any act or contract that shall be 
approved or be ratified by the Members shall be as valid and as binding upon the Company and upon all the 
Members as if it shall have been approved or ratified by every Member of the Company.

8.17 Interested Managers, Officers and Members. No contract or transaction between the Company and one or 
more of its Managers, officers, or Members, or any of their Affiliates, or between the Company and any other limited 
liability company, corporation, partnership, association or other organization in which one or more of its Managers or 
Members are managers or officers or have a financial interest, shall be void or voidable solely for this reason or 
solely because the Person is present at or participates in the meeting of the Board of Managers or of a committee 
formed by the Board of Managers which authorizes the contract or transaction. Subject to 8.1(d), only disinterested 
Managers may vote on any particular matter or issue.

8.18 Expenses of the Company.

(a) General and Administrative Expenses. All expenses of the Company shall be billed to and paid by 
the Company. The Managers may be reimbursed for the actual cost of goods and services used for or by 
the Company. Managers may be reimbursed for administrative services and costs incurred by the Manager 
that are incidental to the Manager’s role as a Manager of the Company and necessary to the prudent 
operation of the Company; provided, the reimbursement shall be the lower of the Manager’s actual cost or 
the amount the Company would be required to pay persons other than Affiliates for comparable 
administrative services in the same geographic location; and provided, further, that such costs are 
reasonably allocated to the Company on the basis of assets, revenues, time records or other method 
conforming with generally accepted accounting principles. No reimbursement shall be permitted for services 
for which the Manager is entitled to compensation by way of a separate fee.

(b) Organizational and Reorganization Expenses. Organization expenses incurred in connection with 
the formation of the Company and all expenses in connection with the Reorganization will be charged to 
and borne by the Company. To the extent any such organization and reorganization expenses have been 
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paid by the Board of Managers, the Board of Managers will be reimbursed in a like amount by the 
Company. Notwithstanding any other provision hereof, the Company will pay and bear directly all legal, 
accounting and auditing expenses of the Company, taxes, if any, payable by the Company, interest costs of 
the Company, custodial fees, and extraordinary expenses, including litigation.

8.19 Procedure  The Board of Managers shall keep regular minutes of its proceedings. The minutes shall be 
placed in the minute book of the Company.

8.20 Compensation. The members of the Board of Managers shall receive per diem or other compensation for 
attending meetings and serving as a Manager as determined by the Board of Managers. Managers who are 
Members of the Company shall receive the same membership benefits that all other Members receive. Managers 
may be reimbursed for reasonable expenses incurred in carrying out their duties as Managers.

8.21 Reports of Financial and Tax Information to Members.

(a) Financial Information. Not later than ninety days after the end of each fiscal year of the Company, 
each Member will be furnished with an annual report of the business and operations of the Company during 
such fiscal year, which annual report shall constitute the accounting of the Board of Managers for the fiscal 
year. The annual report will contain financial statements, including a balance sheet, statement of operations, 
statement of changes in Members’ equity and cash flows. The annual report will include the amount and 
nature of any compensation paid to the officers and Managers and their Affiliates during the period, 
including a description of the services performed in relation thereto, and will otherwise be in such form and 
have such content as the Board of Managers deems proper.

(b) Tax Information. Appropriate tax information will be delivered to each Member within ninety days 
after the end of each fiscal year. In addition, concurrently with the delivery of such information, there shall 
be furnished adequate information relating to the Company’s operations to enable each Member to 
complete and file all federal, state and local estimated tax returns that may be required of the Member.

ARTICLE 9
INDEMNIFICATION

9.1 Indemnification. The Company shall indemnify an officer, Member, Manager, former Member, a former 
officer or a former Manager of the Company against expenses actually and reasonably incurred by said person in 
connection with the defense of an action, suit or proceeding, civil or criminal, in which said person is made a party 
by reason of being or having been such officer, Member or Manager, except in relation to matters as to which such 
Person may be adjudged in the action, suit or proceeding to be liable to the Company under Section 9.2 of this 
Operating Agreement. Notwithstanding anything to the contrary above,

(a) the Company shall not provide for indemnification of an officer, Member or Manager for any liability 
or loss suffered by an officer, Member or Manager, nor shall it provide that an officer, Member or Manager 
be held harmless for any loss or liability suffered by the Company, unless all of the following conditions are 
met: (i) the Board of Managers has determined, in good faith, that the course of conduct which caused the 
loss or liability was in the best interests of the Company; (ii) the officer, Member or Manager was acting on 
behalf of or performing services for the Company; (iii) such liability or loss was not the result of (A) gross 
negligence or misconduct if the person to be indemnified is an independent Member or Manager or (B) 
negligence or misconduct if the person to be indemnified is an officer or is not an independent Member or 
Manager; and (iv) such indemnification or agreement to hold harmless is recoverable only out of the 
Company’s net assets and not from Members; and

(b) an officer, Member or Manager shall not be indemnified by the Company for any losses, liabilities or 
expenses arising from or out of an alleged violation of federal or state securities laws by such party unless 
one or more of the following conditions are met: (i) there has been a successful adjudication on the merits 
of each count involving alleged securities law violations as to the particular indemnitee; (ii) such claims have 
been dismissed with prejudice on the merits by a court of competent jurisdiction as to the particular 
indemnitee; or (iii) a court of competent jurisdiction approves a settlement of the claims against a particular 
indemnitee and finds that indemnification of the settlement and the related costs should be made, and the 
court considering the request for indemnification has been advised of the position of the Securities and 
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Exchange Commission and of the published position of any state securities regulatory authority in which 
securities of the corporation were offered or sold as to indemnification for violations of securities laws.

9.2 Liability of Company. To the full extent permitted by South Dakota law, no officer, Member or Manager shall 
be liable to the Company or its Members for monetary damages for an act or omission in such Person’s capacity as 
an officer, Member or Manager of the Company, except that this Article does not eliminate or limit the liability of an 
officer, Member or Manager to the extent the officer, Member or Manager is found liable for:

(a) a breach of the duty of loyalty to the Company or its Members;

(b) an act or omission not in good faith that constitutes a breach of duty to the Company or its 
Members or an act or omission that involves (i) gross negligence or misconduct if the person to be 
indemnified is an independent Member or Manager, (ii) negligence or misconduct if the person to be 
indemnified is an officer or is not an independent Member or Manager, (iii) misconduct or (iv) a known 
violation of the law;

(c) a transaction from which the officer, Member or Manager received an improper benefit whether or 
not the benefit resulted from an action taken within the scope of the officer’s Member’s or Manager’s office; 
or

(d) an act or omission for which the liability of an officer, Member or Manager is expressly provided for 
by applicable statute.

9.3 Advance Payment. The advancement of Company funds to an officer, Member or Manager for legal 
expenses and other costs incurred as a result of any legal action for which indemnification is being sought is 
permissible only if all of the following conditions are satisfied: (i) the legal action relates to acts or omissions with 
respect to the performance of duties or services on behalf of the Company; (ii) the legal action is initiated by a third 
party who is not a Member or the legal action is initiated by a Member acting in his or her capacity as such and a 
court of competent jurisdiction specifically approves such advancement; and (iii) the officer, Member or Manager 
undertakes to repay the advanced funds to the Company, together with the applicable legal rate of interest thereon, 
in cases in which such officer, Member or Manager is found not to be entitled to indemnification.

9.4 Insurance. The Company may purchase and maintain insurance on behalf of any Person who is or was an 
officer, Member, Manager, employee, or agent of the Company, or is or was serving at the request of the Company 
as an officer, Member, Manager, employee or agent of another limited liability company, corporation, partnership, 
joint venture, trust or other enterprise against any liability asserted against him or her and incurred by him or her in 
any such capacity, provided, that no indemnification shall be made under any policy of insurance for any act which 
could not be indemnified by the Company under this Article 9.

9.5 Prospective Amendment of Liability and Indemnity. Any repeal or amendment of this Article by the Members 
or Board of Managers of the Company shall be prospective only and shall not adversely affect any right of an officer, 
Member or Manager to indemnification, or any limitation on the liability of an officer, Member or Manager of the 
Company existing at the time of such repeal or amendment.

9.6 Non-Exclusive Liability and Indemnity. The provisions of this Article 9 shall not be deemed exclusive of any 
other rights or limitations of liability or indemnity to which an officer, Member or Manager may be entitled under any 
other provision of this Operating Agreement, or pursuant to any contract or agreement, the Act or otherwise.

ARTICLE 10
CAPITAL UNIT CERTIFICATES

10.1 Certificates for Membership. Certificates representing Capital Units of the Company shall be in such form as 
shall be determined by the Board of Managers. Such certificates shall be signed by the President or the Vice 
President and by the Secretary or assistant Secretary. All certificates for Membership shall be consecutively 
numbered or otherwise identified. The name and address of the person to whom the certificate has been issued 
shall be entered on the Capital Units transfer books of the Company. All certificates surrendered to the Company for 
transfer shall be canceled and no new certificates shall be issued until the former certificate shall have been 
surrendered or cancelled, or until alternative provisions satisfactory to the Company have been made.
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10.2 Transfer of Certificates. Transfer of certificates of the Company shall be made pursuant to this Operating 
Agreement only on the transfer books of the Company by the holder of record thereof or by the holder’s legal 
representative, who shall furnish proper evidence of authority to transfer, or by the Member’s attorney thereunto 
authorized by the power of attorney duly executed and filed with the Secretary of the Company, and on surrender 
for cancellation of the certificate. The Person in whose name the Certificate stands on the books of the Company 
shall be deemed by the Company to be the owner thereof for all purposes.

10.3 Loss or Destruction of Certificates. In case of loss or destruction of any certificate, another certificate may 
be issued in its place upon proof of such loss or destruction, and upon giving a satisfactory bond of indemnity to the 
Company and to the transfer agent and registrar, if any, of such certificate, in such sum as the Board of Managers 
may provide.

10.4 Certificate Regulations. The Board of Managers shall have the power and authority to make such further 
rules and regulations not inconsistent with the statutes of the State of South Dakota as they may deem expedient 
concerning the issue, transfer, conversion and registration of certificates of the Company, including the appointment 
or designation of one or more transfer agents and one or more registrars. The Company may act as its own transfer 
agent and registrar.

10.5 Transfer of Membership. Membership shall not be transferred except with the approval and consent of the 
Board of Managers and in accordance with the Capital Units Transfer System.

10.6 Legends. The Board of Managers may provide for the placement of legends on Capital Unit certificates to 
indicate restrictions on transfer, or other restrictions or obligations contained herein.

ARTICLE 11
BANKRUPTCY OF A MEMBER

Subject to this Article 11, if any Member becomes a Bankrupt Member, the Bankrupt Member’s Capital Units shall 
be offered for sale through the Capital Units Transfer System at a price reasonably low enough to generate a sale. 
The payment to be made to the Bankrupt Member or its representative as a result of such sale pursuant to this 
Article 11 is in complete liquidation and satisfaction of all the rights and interest of the Bankrupt Member and its 
representative (and of all Persons claiming by, through, or under the Bankrupt Member and its representative) and 
in respect of the Company, including, without limitation, any Capital Units, any rights in specific Company property, 
and any rights against the Company and (insofar as the affairs of the Company are concerned) against the 
Members, and constitutes a compromise to which all Members have agreed. If such a sale of the Bankrupt 
Member’s Capital Units is not completed, or not allowed by the Bankruptcy Court, then any Person who becomes 
the successor of the Bankrupt Member’s interest in such Capital Units shall take such Capital Units subject in all 
respects to this Operating Agreement, and the failure to comply with the terms and conditions hereof may result in 
the redemption of such Capital Units pursuant to Section 4.3.

ARTICLE 12
DISSOLUTION

12.1 Dissolution and Winding-Up. The Company shall dissolve and its affairs shall be wound up on the first to 
occur of the following:

(a) the consent of a Super Majority Vote of the Members;

(b) an event that makes it unlawful for all or substantially all of the business of the Company to be 
continued, but any cure of illegality within 90 days after notice to the Company of the event is effective 
retroactively to the date of the event for purposes of this section;

(c) on application by a Member or a dissociated Member, upon entry of a judicial decree that:

i. the economic purpose of the Company is likely to be unreasonably frustrated;

ii. it is not otherwise reasonably practicable to carry on the Company’s business in conformity 
with the Articles and this Operating Agreement; or
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iii. the Managers or Members in control of the Company have acted, are acting, or will act in a 
manner that is illegal, oppressive, fraudulent or unfairly prejudicial to the petitioning Member .

12.2 Continuation. Except upon application and receipt of a judicial decree as provided in Section 12.1(c), no 
Member has the right to dissociate from the Company. The death, expulsion, bankruptcy or dissolution of a Member, 
or the occurrence of any other event that terminates the continued membership of a Member in the Company, shall 
not cause a dissolution of the Company.

ARTICLE 13
LIQUIDATION AND TERMINATION

13.1 Liquidation and Termination. On dissolution of the Company, the Board of Managers shall proceed diligently 
to wind up the affairs of the Company and make any final distribution as provided in this Operating Agreement and 
the Act. The costs of liquidation shall be borne as a Company expense. Liquidation proceeds, if any, shall first be 
used to pay the Company’s obligations and liabilities.

13.2 Application and Distribution of Proceeds on Liquidation. Upon an event of liquidation, the business of the 
Company shall be wound up, the Board of Managers shall take full account of the Company’s assets and liabilities, 
and all assets shall be liquidated as promptly as is consistent with obtaining the fair value thereof. If any assets are 
not sold, gain or loss shall be allocated to the Members in accordance with Article 6 as if such assets had been sold 
at their fair market value at the time of the liquidation. If any assets are distributed to a Member, rather than sold, the 
distribution shall be treated as a distribution equal to the fair market value of the asset at the time of the liquidation. 
The assets of the Company shall be applied and distributed in the following order of priority:

(a) to the payment of all debts and liabilities of the Company, including all fees due the Members and 
Affiliates, and including any loans or advances that may have been made by the Members to the Company, 
in the order of priority as provided by law;

(b) to the establishment of any reserves deemed necessary by the Board of Managers or the Person 
winding up the affairs of the Company for any contingent liabilities or obligations of the Company;

(c) to the Members and former Members ratably in proportion to the credit balances in their respective 
capital accounts in an amount equal to the aggregate credit balances in the capital accounts after and 
including all allocations  under Article 6, including the allocation of any income, gain or loss from the sale, 
exchange or other disposition (including a deemed sale pursuant to this Section 13.2) of the Company’s 
assets.

13.3 Deficit Capital Account Balances. Notwithstanding anything to the contrary contained in this Operating 
Agreement, and notwithstanding any custom or rule of law to the contrary, to the extent that the deficit, if any, in the 
capital account of any Member results from or is attributable to deductions and losses of the Company (including 
non-cash items such as depreciation), or distributions of money pursuant to this Operating Agreement to all 
Members in proportion to their respective Ownership Percentages, upon dissolution of the Company such deficit 
shall not be an asset of the Company and such Members shall not be obligated to contribute such amount to the 
Company to bring the balance of such Member’s capital account to zero.

13.4 Articles of Dissolution. On completion of the distribution of Company assets as provided herein, the 
Company is terminated, and the Board of Managers shall file Articles of Dissolution with the Secretary of State of 
South Dakota and take such other actions as may be necessary to terminate the Company.

ARTICLE 14
GENERAL PROVISIONS

14.1 Books and Records. The Company shall maintain those books and records as provided by the Act, Section 
3.5 of this Operating Agreement and as it may deem necessary or desirable. Subject to the provisions of Section 3.5 
of this Operating Agreement, every Member shall at all times have access to the books and records of the Company 
and may inspect and copy any of them.

14.2 Headings. The headings used in this Operating Agreement have been inserted for convenience only and do 
not constitute matter to be construed in interpretation of this Operating Agreement.

54



14.3 Construction and Severability. Whenever the context so requires, the gender of all words used in this 
Operating Agreement includes the masculine, feminine, and neuter, and the singular shall include the plural, and 
conversely. All references to Articles and Sections refer to articles and sections of this Operating Agreement, and all 
references to Exhibits, if any, are to Exhibits attached hereto, if any, each of which is made a part hereof for all 
purposes. If any portion of this Operating Agreement shall be invalid or inoperative, then, so far as is reasonable 
and possible:

(a) The remainder of this Operating Agreement shall be considered valid and operative; and

(b) Effect shall be given to the intent manifested by the portion held invalid or inoperative.

14.4 Effect of Waiver or Consent. A waiver or consent, express or implied, to or of any breach or default by any 
Person in the performance by that Person of its obligations with respect to the Company is not a consent or waiver 
to or of any other breach or default in the performance by that Person of the same or any other obligations of that 
Person with respect to the Company. Failure on the part of a Person to complain of any act of any Person or to 
declare any Person in default with respect to the Company, irrespective of how long that failure continues, does not 
constitute a waiver by that Person of its rights with respect to that default until the applicable statute-of-limitations 
period has run.

14.5 Binding Effect. Subject to the restrictions on Dispositions set forth in this Operating Agreement, this 
Operating Agreement is binding on and inures to the benefit of the Members and their respective heirs, legal 
representatives, successors and assigns.

14.6 Governing Law/Jurisdiction. THIS AGREEMENT HAS BEEN EXECUTED IN SOUTH DAKOTA AND SHALL 
BE GOVERNED BY AND SHALL BE CONSTRUED IN ACCORDANCE WITH THE LAW OF THE STATE OF 
SOUTH DAKOTA. THE MEMBERS CONSENT TO THE JURISDICTION OF THE COURTS OF THE STATES OF 
SOUTH DAKOTA OR MINNESOTA AND AGREE THAT ANY ACTION ARISING OUT OF OR TO ENFORCE THIS 
AGREEMENT MUST BE BROUGHT AND MAINTAINED IN SOUTH DAKOTA OR MINNESOTA.

14.7 Further Assurances. In connection with this Operating Agreement and the transactions contemplated 
hereby, each Member shall execute and deliver any additional documents and instruments and perform any 
additional acts that may be necessary or appropriate to effectuate and perform the provisions of this Operating 
Agreement and those transactions.

14.8 Counterparts. This Operating Agreement may be executed in any number of counterparts with the same 
effect as if all signing parties had signed the same document. All counterparts shall be construed together and 
constitute the same instrument.

14.9 Conflicting Provisions. To the extent that one or more provisions of this Operating Agreement appear to be 
in conflict with one another, then the Board of Managers shall have the right to choose which of the conflicting 
provisions are to be enforced. Wide latitude is given to the Board of Managers in interpreting the provisions of this 
Operating Agreement to accomplish the purposes and objectives of the Company, and the Board of Managers may 
apply this Operating Agreement in such a manner as to be in the best interest of the Company, in its sole discretion, 
even if such interpretation or choice of conflicting provisions to enforce is detrimental to one or more Members.

14.10 Amendments. Amendments to the Articles may only be made by the Members. This Operating Agreement 
may be amended by the Members. This Operating Agreement may also be amended by the Board of Managers 
subject to the following requirements:

(a) The Board of Managers may not adopt, amend or repeal a provision in this Operating Agreement, if 
the Members in adopting, amending or repealing a provision in this Operating Agreement expressly provide 
that the Board of Managers may not amend or repeal the provision; and

(b) The adoption, amendment or repeal of any provision in this Operating Agreement by the Board of 
Managers must be approved by the Members at the next annual meeting of Members, but said provision as 
adopted, amended or repealed by the Board of Managers shall remain effective in any event until such 
annual meeting is held. If the Members fail to approve at the next annual meeting of the Members, the 
provision as adopted, amended or repealed by the Board of Managers, said provision shall become null and 
void as of the close of the annual meeting.
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SOUTH DAKOTA SOYBEAN PROCESSORS, LLC

___________________________________________

Gary Kruggel, President
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