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General Manager

We are now halfway through our fiscal year, and our financial performance has
been better than I had expected. As we entered 2016, crude oil and gasoline prices at the pump were still falling and it looked like margins were going to be extremely tight through the latter portion of the winter. However, ethanol pricing remained fairly steady despite soft gasoline pricing, and the grain basis has continued to slowly erode over the winter months. As a result, WPE’s margin remained
stronger than anticipated.

A copy of the unaudited financials for the quarter ended March 31 is included with
this newsletter. Production for the second quarter of the fiscal year is up 9% from last year during the
same quarter and up 5% for the fiscal year. Total sales revenue for the second quarter is 4.5% higher
than the previous year while the cost of grain is down by 7.4%. With lower crude oil pricing this fiscal
year, the price of natural gas has also fallen. Energy expense is down 22.7% for the fiscal year compared to the same time period in FY2015. Overall, net income for the second quarter is $2.8 million
higher than last year, and net income for the fiscal year is 18% ahead of the same period in FY2015.
WPE hosted the annual member meeting on March 29, and we sincerely appreciate those members
that were able to attend the meeting. We were honored to have Greg Krissek, CEO of the Kansas
Corn Commission, as the guest speaker. Both Kansas Corn and the National Corn Growers Association provide tremendous support for the ethanol industry. It was also announced during the meeting
that Jeff Torluemke, Ben Dickman, and Jeff Roskam were each re-elected to the Board of Managers.
Looking forward, I am quite optimistic for WPE. We were blessed with a strong crop last fall, and low
grain basis continues to contribute to WPE’s financial performance. As you have likely noticed, gasoline pricing at the pump has increased by approximately $0.50 per gallon from the low. As a result, we
are also seeing some appreciation in wholesale ethanol pricing that is reflected in our bottom line. In
addition, gasoline sales are currently running about 4% higher than this time last year, which is supporting strong demand for ethanol. We are not going to set record income levels this year, but I feel
confident that net income for this year will be improved over last year.
With regards to the anaerobic digester, the federal judge has recently confirmed the arbitration award,
and we are working through the next steps to determine what is available to collect from Himark. We
have made a lot of progress on the legal side, and we have just a few more steps to complete before
we can begin to focus on what opportunities may or may not be available for the future.

The Bored Secretary
I enjoy reading many of the articles written and published by Jim Lane of Biofuels Digest. I thought the last
portion of an article published last February was especially profound.
“Each spring, many articles are written about the beauty of the cherry trees that blossom across Washington, DC.
The first 3,020 of them were a gift from Japan in 1912, as a symbol of the enduring friendship between the
two nations that would never die. Friends we are, but the friendship did not always endure. By 1941, relations had soured to the point of war. In the 1930s, Japan industrialized and needed imported energy and
raw materials in huge amounts. War came because of energy — or the lack of it — and access became a
weapon of the haves and a catalyst for the have-nots.
War can erupt between sworn friends, and it is worth pointing out that not every nation that harbors significant petroleum reserves is a sworn friend.

If we are to escape the cycles of history we might strive harder to change the conditions that lead to oil
wars, and that means getting off the dope. Now. Everywhere. In spite of some inconvenience at the pump.”
In a related matter, it has been widely reported about the Koch brothers orchestrating and financing a public
relations war against federal tax credits for the electric car industry, claiming the often cited phrase that
“government shouldn’t be picking winners and losers.” This is the same tactic that the Koch brothers and
the oil industry in general have been using against any competing industries, especially the ethanol industry,
for many, many years. The great hypocrisy in this is that they don’t spend a dime trying to eliminate the
many tax credits and other governmental financial assistance that the oil industry has historically received,
and continues to receive, that dwarf the government assistance provided to competing alternative energy
industries. Apparently it is OK that the government has picked them as winners.
One thing, however, is for certain. The public policies that the oil industry has advocated and supported, for
over a hundred years have decimated the economies of most of rural America. Yet, many rural people continue to support those policies and the politicians who promote them. We, in rural America, are as dependent on the products of the oil industry as anyone, but it is an even more unhealthy dependency here, than it
is in urban areas, because we have the ability and the means to replace oil. And as economically tough as
it is now for many of us in rural America, and as cheap as fuel and natural gas currently are, we need to
continue our efforts aimed at “getting off the dope. Now. Everywhere. In spite of some inconvenience…”
There are many opportunities to do just that. I hope to highlight more of those opportunities in future reports.
Ben Dickman, Secretary of the Board of Managers

Politics
Whether you like it or not, politics continue to play an important function in the industry.
Last November, the EPA published their revised numbers for the RFS renewable volume obligations
(RVO’s) for 2014, 2015, and 2016, and they just recently sent the 2017 proposed volumes to the
OMB. Their decision to lower the obligated volumes for 2016 from 15 billion gallons down to 14.5 billion gallons sparked a strong response by the ethanol industry. Today, we find ourselves waiting yet
again for the EPA to announce their proposed volumes for 2017. They have recently submitted their
proposal to OMB, and it is expected that the proposed volumes will be published in early summer, followed by a public comment period, and then publication of the final numbers by the end of November.
While there hasn’t been any indication of the proposed volumes, many in the industry expect the volumes to be higher than the revised 2016 numbers. Ethanol production averaged 966,000 barrel per
day in 2015, and the EIA forecasts in their latest Short Term Energy Outlook that production for 2016
and 2017 will range between 970,000 b/d and 980,000 b/d (14.87-15.02 billion gallons per year).
Similar to the revisions by the EPA, California also revised their Low Carbon Fuel Standard (LCFS)
program in 2015. As part of the revisions, they updated their model which calculates the carbon intensity for various fuel sources. These changes directly affected grain-based ethanol by lowering the
portion of carbon intensity contributed by the long disputed indirect land use. Overall, the carbon intensity score for the average Midwest corn-based ethanol plant was reduced from 90.1 CI to 79.9 CI.
While this is very positive for the industry, many expect that California is going to again begin to struggle to meet their LCFS goals within the next couple of years, which could cause them to once again
revise their program.
Finally, China filled an antidumping and a countervailing duties investigation in mid-January against
US distiller grains sold into China between the dates of October 1, 2014 and September 30, 2015.
The US exported a total 11 million tons of distiller grains in 2015, and China was the largest importer
consisting of roughly 39% of the total volume. While WPE does not export any distiller grains, any import duties imposed by China is still likely to have a direct effect on pricing for distiller grains sold in
our region. These investigations are expected to continue for the next few months.

Spring Outage Season
WPE just completed another very successful spring shutdown. As the plant gets older, WPE staffing
is working diligently to be proactive and to complete the necessary preventative maintenance actions
required to keep the plant in top condition. This year we completed numerous equipment inspections
and repairs, and we inspected the internals of the distillation columns. A lot of work was completed,
with no safety incidents, and we even had an early startup. The success of WPE is dependent on the
staff’s talents and efforts, and they always deliver!

Great job and a huge thank you to all involved!

