MARCH 2018

Ethanol
Connection
Golden Grain Energy LLC

@ggecorn

Annual meeting highlights strong year
Due to icy roads, only about 100
Golden Grain Energy members were
able to attend February’s annual meeting.

Christy Marchand, CFO, presented
year-end financial reports, highlighting
net income for FY2017 of $29,398,824;
about 15 percent above the company’s
historical average annual income of

$24.9 million. The company paid to
investors $24.8 million in distributions
of $1.25 per unit.

In his production update, COO Chad
Kuhlers highlighted the plant’s continual improvement in efficiency, with
the conversion rate increasing by 2
percent compared to the previous year,
all while decreasing natural gas usage

by 13 percent per gallon and electrical
needs by nearly 7 percent. Total 2017
production was nearly 2 percent more
than in 2016.
Directors Jim Boeding and Duane
Lynch were reelected to the board to
serve additional three-year at-large
terms.

Plant expansion
projects meet
growth needs
At the February annual meeting,
Curt Strong, executive vice president
and commodity manager, laid out the
company’s plans for expansion to bring
the plant up to its currently-permitted
production level of 150 mg per year.
The phased-in expansion will add 30
million gallons of production to Golden
Grain Energy’s current capacity by its
completion in December 2019.
Planned additions are:
• Phase 1 - Update milled corn system
and mixing tanks
• Phase 2 - Add of 3 new fermenters
• Phase 3 - Build new entrance road
and administration building
• Phase 4 - Update DDGs storage and
loadout system
The corn milling system will be split
into two sides, allowing for maintenance
Continued on Page 3

Employee party combines fun,
fermenting and food for others

For the annual GGE employee party, staff members were broken down into
teams and had to complete an “Amazing Race” style event that included shooting basketballs at the YMCA (while others on their team sung the YMCA song),
shopping HyVee for a list of items for the Hawkeye Harvest food bank, and
then learning about other fermenters in town by listing the top selling beers
at Fat Hill Brewery, owned by a former GGE employee.
The final leg of the race was done by foot to Fred Flintstone’s place of employment: supper at The Quarry restaurant. Sixty-five people participated and
collected more than $620 of food and non-food items.
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Q1 profits take hard hit from natural gas spike
The first quarter of our 2018 fiscal
year showed how margins in a commodity-based business can swing
dramatically within days, even hours.
The quarter ended Jan. 31, 2018,
with a loss of $1.3 million compared
to net income of nearly $11 million
during the same quarter of 2017. The
loss in the first three months of 2018
was primarily driven by a run-up of
natural gas prices December 28-31.
We saw gas trade from an average
of approximately $3 during the first
27 of Dec to $68.00 during the last
3 days.
This equated to an extra $1.4 million for natural gas expense during
Dec 2017 compared to what we had
anticipated.
We also saw a few smaller spikes
in January 2018, though not to that
level.
The December 2017 spikes equated to natural gas being 47 percent
higher during Q1 of 2018 compared
to 2017. Ethanol prices also saw a
significant 18 percent drop in the first
quarter of 2018 compared to 2017.
On a positive side, DDGS prices
have shown recent strength and
were 12 percent higher in Q1 2018
than 2017.
The plant continues to show

strength in efficiencies. Corn conversion has exceeded 3.0 gallons per
bushel for the majority of the last 12
months, and natural gas efficiencies
are also at all-time highs.
During the quarter we spent
nearly $15 million on a member
distribution of $0.75/unit which was
sent to members in December 2017.
We also spent approximately $5.7
BALANCE SHEET

January 31, 2018

Current Assets
Total Assets

$ 53,988,590

$ 128,253,801

$ 143,829,415

$ 8, 328,081

$ 7,716,286

$ 512,722

$ 477,883

$ 119,412,998

$ 135,635,246

$ 6.01

$ 6.83

Long-term liabilities
Book Value per Unit
Income Statement

October 31, 2017

$ 37,171,277

Current Liabilities
Members Equity

million on capital improvements
primarily associated with the 30 million gallon plant expansion which is
expected to be online in the spring
of 2019.
The complete quarterly financial
statement can be found on the SEC
website or by following the investor
link at www.ggecorn.com.
— Christy Marchand, CFO

Quarter Ended
1/31/2018

Revenue
Gross Profit
Equity in Net Income
from Investments
Net Income
Net Income per Unit
Distribution Paid

Quarter Ended
1/31/2017

$ 47,479,043

$ 56,063,549

$ 60,857

$ 8,913,597

$ 413,205

$ 3,199,351

$ (1,317,498)

$ 10,959,532

$ (0.07)

$ 0.55

$ 0.75

$ 0.75

K1 statements issued in February

Member K-1s were issued on Feb. 23, 2018, showing taxable income of
approximately $0.80 per unit which was lower than our estimate due to a
significantly less profitable December 2017 than estimated.
We also were able to pass through approximately $0.10 per unit DPAD
deduction and an aggregate federal and state research and development
tax credit of $2.4 million or approximately $0.12 per unit.
GGE thanks those who signed up for the electronic delivery of K-1s during
this first year of the roll-out. We had about one-third of our membership
receive their forms electronically, which not only saved significant administrative time when the team is feverishly trying to get the forms printed and
in the mail, but proved to be a more secure method of delivery than either
the postal service or emailing additional copies to tax preparers.
Take the time now to fill out the form for next year located under the investor tab on our website and be sure to add admin@ggecorn.rsmhosting.
com to your approved senders listing.

Golden Grain
gives back
Golden Grain and its employees recently participated in
the Cerro Gordo County Farm
Bureau “Grab & Give” grocery
event, along with other area
ag-based businesses. The event
raised more than $8000 for local
food banks.
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Ethanol, consumers need RVP waiver, not RIN cap
Recent conversations and legislative proposals have been taking place
between refiners and ethanol at the
national level. Ethanol producers are
fighting for RVP waiver (i.e ability to
sell E15 year round), while refiners
are fighting for RIN reprieve with
proposals to cap the price.
Three ethanol trade organizations,
plus the National Corn Growers Association, are unifed in defending
RINS and opposing a RIN cap.
Senators Ernst and Grassley have
been champions advocating our position with their colleagues in Washington; GGE and other ethanol industry representatives also participated
in the ACE Fly-In in D.C. this month
to help education congress people.
Please stay tuned for more information, as this is a very fluid environment and conversations. Everyone’s
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Graphic credit: Sen. Chuck Grassley’s office
voice helps. Keep your eyes open
for “call to action” notices. Thanks to
those who participated in a recent
grassroots tweet storm which is cred-

ited with forcing President Trump to
spend more time investigating and
researching the correct solution to
the ethanol/refiners “fight.”

Continued from Page 1

Expansion completion target: December 2019
of one portion while the other continues operation, improving efficiency in
milling. Two new mixing tanks rated
at 80 mg/yr will replace the current
original tank rated at 40mg/yr.
As part of this phase, the process
building will be expanded to accommodate the new mixing tanks and
the electrical infrastructure to support the new system. Startup for this
phase is scheduled for May of 2018.
The three additional fermenters
will increase fermentation time by
22 to 24 hours, which is expected
to increase alcohol content in each
fermenter by 5%, yielding approximately 25k more gallons of alcohol/
day. Installation of the additional
ferments is expected to be complete
in May 2019
A new entrance road and administration building are designed to
address bottlenecks in truck traffic
into the plant and related safety
concerns. The current corn truck
staging area was from the original

40 mg/yr plant design. There is only
room to stage 12 trucks from the
inbound scale to the road on GGE
property. Trucks routinely stage in
the mornings on 43rd Street, which
is a safety issue.
The new entrance road will attach
to a new city street being built off
Pierce just south of the Helena Fertilizer facility. GGE’s entrance road will
have three truck staging lanes with
room for approximately 60 trucks on
GGE property.
Admininistration building and inbound scale will move to the north
side of the plant, while the outbound
scale will remain at the current location with trucks exiting on 43rd
Street, allowing for a one-way flow of
truck traffic through the plant. Both
scale functions and DDGs load-out
will also become more automated.
This phase of the project is expected to be complete late this year
or early in 2019.
Golden Grain’s current DDG de-

livery system to the storage area
utilizes a pneumatic tube to move
DDGs from dryers to the storage
barn. The system is running at
maximum capacity at current grind
rate. The pneumatic system requires
dryer product than a mechanically
conveyed system causing over drying
of product.
The current DDG barn is the original 40 million gallon/year barn. At
current run rates the barn has about
2.5 days of capacity.
A new system will mechanically
convey DDGs from the dryer to
the new storage barn allowing for
proper drying of product. With this
improvement and expansion of
storage capacity, expectations are
for an additional 6.5 percent DDGs
sold at current run rates and storage increased to approximately 10
days of capacity. The goal is to have
24 hour loading of truck DDGs with
the new system, which should be in
place by the end of 2019.

Golden Grain Energy
1822 43rd St. SW
Mason City, IA 50401

Until next time ... Is it golf season yet? Mark your calendar!
The golf courses may not be open yet, but you already have one round ready to add to your calendar: The annual Golden Grain Energy/Friends of Ethanol PAC golf outing will be Aug. 20 at Cedar Ridge 18-hole golf course,
2147 Underwood Ave., Charles City, Iowa. Registration will begin at 12:15 p.m. with a shotgun start at 1pm .
Social hour that evening will begin at 5 p.m., followed by the 6 p.m. fundraiser auction and dinner. Watch for
additional details and registration information in the June newsletter.
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OUR MISSION:
Add value to the corn production of the area
and enhance the incomes of our investor
partners while providing economic growth to
the area we serve.

This newsletter contains forward-looking
statements. We undertake no responsibility
to update any forward looking statement.
When used, the words “believe”, “hope”, “expect”, “anticipate” and similar expressions
are intended to identify forward-looking
statements. Readers should not place undue
reliance on any forward-looking statements
and recognize that the statements are not
predictions of actual future results, which
could and likely will differ materially from
those anticipated in the forward-looking
statements due to risks and uncertainties,
including those described in our Securities
and Exchange Commission filings, copies of
which are available through our website or
upon request.

