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Greetings from the Agronomy Department. The big story this winter has been focused around the weather.

We have had the good fortune to be mild since the first of the year and all of our snow cover has melted away.
This has been great for getting some fertilizing jobs done, and for all of you to get a jumpstart on cleaning fencerows
out. The weather has also been beneficial for the operations team as they have been busy preparing for the spring
season by inspecting and repairing equipment. They are also busy with some equipment updates approved by
the Board of Directors for this year. We are replacing two of the liquid tender trucks which were thirty plus years
old with newer trucks. The first is a semi-tractor we owned which is being converted to a straight truck, the other
is a newer straight truck that we purchased. The team is fabricating platforms and plumbing for these trucks and
both will have 3000 gallon tanks on them. Another major update is refurbishing the flatbed liquid tender trailer at
Hudson. The trailer was stripped down to the frame, blasted and painted, new lights installed and decking along
with updating the tanks, plumbing, and tires and brakes. The board also approved the purchase of a tanker trailer
to help with delivering liquid fertilizer to your farms in season as we have more requests for that service. All of

these improvements will help us get chemical and fertilizer products out to our members quickly, more efficiently, and more safely.
Our customers will notice a change in staffing in the Agronomy department. Logan Lyon returned to his hometown of Muscatine to join his

familyʼs farming operation at the start of December. We thank Logan for his service the past two years and wish him well in his new career. Ben
Drake was hired in February to replace Logan. Ben comes to ECI from Agvantage FS. He has worked as an agronomist for fifteen years with past
employment with FS, Dunkerton Coop, and Landmark Ag. Ben and his family reside north of Evansdale. We are excited to have Ben on board
with ECI. Feel free to stop by and welcome Ben or you can contact him at 319-931-9872.

Also at Hudson, Cydney Tadych is on medical leave from ECI. We look forward to having Cydney back later this summer. In the meantime,
Susie Young will be staffing the office in Cydneyʼs absence. Susie resides in Hudson and has experience in retail, banking, and loan servicing.
We are glad to have her on board to help during the upcoming busy spring season. 

In La Porte City, Kent Thompson was hired for Agronomy services in late October. Kent has many years of experience working in Agronomy
with past stops at CPS, Indy Crop Care, Dunkerton Coop, and Landmark Ag. Kent and his family reside in Independence. You can reach Kent at
the La Porte office or by cell phone at 319-269-1430.

In Jesup, Tim Davis has resigned effective March 22nd as the sales agronomist to work in his familyʼs lawncare business. I want to thank Tim
for his many years of service to the members of ECI Coop, and wish him success in his new venture. We will be looking for a replacement as soon
as possible to fill the role. In the meantime, Kent Thompson and Norm Dejong will help cover customer needs at the Jesup office.

The hot topic for the upcoming growing season is the use of Dicamba products for weed control in soybeans. Currently two products have been
approved by the EPA, Monsantoʼs Xtendimax and BASFʼs Engenia. Both products have many application restrictions including buffer zones, wind
speed, crop growth stages, and equipment requirements. It is recommended the growers considering this method of weed control carefully read
the product labels to determine if this is the best option for them. You can find information on these requirements as well as a current list of
approved tank mix partners at www.xtendimaxapplicationrequirements.com and www.engeniatankmix.com.

As always, thank you for your patronage and support, and if you have any Agronomy questions or needs please contact our staff at Hudson,
Jesup, and La Porte City.

reversing as the market shifts from oversupply to undersupply. Concerns about
additional output from the U.S. and Libya, as well as the continually strengthening
U.S. dollar, helped to keep crude oil in the low-$50/bbl area through January de-
spite OPEC and non-OPEC cuts appearing to be taking hold and world supply
dropping. But, as crude stayed steady and even backtracked some, propane con-
tinued to move up and trade at a higher percentage to crude oil. 

Going forward, the combination of tightening world supply for both crude oil
and propane will likely mean higher prices for both. Converting $60/bbl crude to
its gallon equivalent equals $1.42 per gallon. A slight move up for propane to 65%
of crude’s value would put propane at 92 cents/gal. If crude were to rise to $65/bbl,
$1.55 per gallon, and holding at 65%, propane would be at 100.01 cents/gal. And
at a 70% valuation to crude, propane would be at 100.09 cents/gal. Keeping in
mind that propane was for years considered to be in balance at 75% of crude oil,
we could be in for significantly higher prices if this returns as a norm. World de-
mand is the key to this, and as we saw in 2016 world demand can fluctuate dra-
matically. A big difference is we are now positioned to meet world demand when
it materializes, and that leaves domestic buyers bidding against the rest of the
world when demand is strong.

For the retail propane marketer, as always, the decision is when to buy and
how much. Given the potential for both crude oil and propane volumes to come
back into a supply/demand balance, and now that there is firsthand experience
regarding the rapid rate at which propane exports can ramp up, it does make
sense to cover positions for next season as well as the year after. This is despite
the fact prices have already moved up quite a bit. Remember, export capacity is
at a record high and exports only went at 50% of that capacity for a big part of
2016. Large commercial users especially should welcome current prices as an
opportunity to keep their cost of goods much lower than they were in previous
years when propane and crude prices were much higher. Covering at least a por-
tion makes sense with the strong possibility for a return to higher prices.  
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On an annual basis, East Central Iowa Cooperative makes avail-

able a maximum of two $750.00 scholarships to benefit the post
graduation aspirations of graduating high school seniors.  The mis-
sion of these awards is to support the academic endeavors of indi-
viduals who plan to pursue advanced studies in agriculture and
desire to participate in agriculture as his or her vocational choice.
Prior scholarship recipients have exhibited career intentions not
only in production agriculture but also within a number of fields as-
sociated with ag-business.  

Eligibility for ECIʼs scholarship program is confined to applicants
whose parents, guardians or grandparents hold cooperative mem-
bership status as either Class “A” or “B” members.  Academic
achievement, extracurricular participation, and community contri-
butions are all aspects comprising the determination process in ad-
dition to personal attributes such as leadership and character.  

Application forms are available at all ECI offices or by contacting
the Hudson administrative office (319) 988-3257 or (800) 400-3247.
Applications may also be obtained from guidance counselors or vo-
cational ag instructors at Jesup High School, Union Community
High School, Hudson High School, Don Bosco High School or
Janesville Consolidated School.  Applicants must complete and re-
turn the application form no later than April 10, 2017 in order to be
considered for this yearʼs program.  In addition to obtaining schol-
arship application forms, additional information can be secured by
contacting the location manager at your nearest ECI location or the
general manager at the Hudson numbers listed above. 

ECI salutes each member of the areas graduating class and
wishes untold success upon each.  As a member of the communi-
ties it serves, it is pleased to contribute in this fashion to the prom-
ise held by our youth.  
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ENERGY DEPARTMENT RELOCATED TO LA PORTE CITY!!
We are excited to report that the energy department is now in La Porte City, Iowa at 106 Cedar Street.  We have closed our offices

located at 1467 W. Airline HWY in Waterloo. Our new phone/fax number is 319.342.3057/319.342.3016 respectively. This information
is also available on our website.

First, I would like to thank everyone for their business and continued support.  WOW!  Where has 2016 gone?  We have certainly
had our challenges in 2016 along with great success.  Most of the project updates are or will be complete in the near future, which
include the La Porte City propane, bulk fuel, office remodeling and relocation of our dust control storage. Hudson’s new bulk fuel will
be complete by the end of March.  We have seen fuel markets stay pretty flat.  If you are looking to book spring/fall fuel now would be
a good time before we hit the demand season.  Below is an article that I believe will have great impact on our prices in both propane
and fuel in the future.

Propane, Crude Oil Moving Toward World Supply/Demand Balance
By early December 2016, primary U.S. propane stocks were just sliding below the 100-MMbbl mark.  Mid-December, when the

Energy Information Administration (EIA) released data for the week ended Dec. 9, the inventory level was at 95.6 MMbbl.  In mid-January, after several weeks of sizable declines,
EIA reported a 7.4-MMbbl draw that took inventory down to 72.2 MMbbl for the week ended Jan. 13.  By the week ended Jan. 20, with another 4-MMbbl draw, the market stood
at 68.2 MMbbl, a full 15.5 MMbbl below the same time last year.  Several weeks of cold temperatures across much of the U.S.— combined with export levels around a million
barrels per week — had taken their toll.   

While propane inventories were moving lower, traders were expecting world crude oil inventories to start moving lower as well as OPEC members had agreed to lower output
to around 32.5 MMbbld beginning in January 2017.  The Nov. 30 decision by OPEC members to make cuts was greeted with skepticism by traders from the beginning since
OPEC members have cheated on such agreements in the past.  However, at least for now, it appears OPEC, as well as the non-OPEC members that also agreed to cuts, are
serious.  The agreement is holding. 

With factors driving both propane and crude oil into a more balanced world supply and demand situation, it is likely prices for both will steadily move higher.  As of late January,
it was apparent that propane was poised to move up at a stronger pace than crude oil.  For many years before the shale revolution came about, propane usually traded in the
75% of crude area.  The crude oil price per barrel divided by 42 puts crude into a per-gallon calculation, and the propane price is a percentage of this value.  For quite a while
over the past few years, propane moved to a much lower percentage of crude as more and more propane was produced and flooded the U.S. Export capacity until only recently
was only at 4 MMbbl a month.  As the production levels soared and more export capacity was being built, propane moved to a much lower percentage to crude oil, as low as the
35% to crude area for most of the past several years.  The brief exception was during the supply shortage in January and February of 2014 when propane’s price and percentage
to crude soared.  Now, as capacity to export exceeds 30 MMbbl a month and exports have been flowing at approximately 1 MMbbld, we have seen propane’s value to crude
steadily rise back to just above the 60% mark following several weeks of strong domestic demand as well. 

In 2016, we saw propane surpass motor gasoline to become the second-largest U.S. petroleum product export, after distillate.  The U.S. has doubled its exports since 2013
and now meets 31% of world demand. In addition to more investment in export terminals, with Phillips 66’s 150,000-bbld Freeport, Texas facility just the latest to come online,
several other factors have come into play to expand waterborne shipping.  The widening of the Panana Canal in June 2016 dramatically cut routes from the U.S. Gulf Coast for
VLGC’s (very large gas carriers).  They can now pass through the canal en route to high demand countries in East Asia.  This also ended the need for transfers from smaller
ships to larger ships after propane was moved through the Panama Canal, and it helped bring about a boom in VLGC production.  As a result, freight rates dropped as more
ships began competing for cargos.  Further, newer ships were 17% more fuel efficient.  

Propane demand remains strong for petrochemical plants in Asia, but there has been a strong movement toward propane in many Asian countries as they seek a cleaner fuel
for cooking.  Nations such as Indonesia, India, and others are subsidizing a switch from other fuel sources that produce unhealthy smoke and fumes.  This is adding to propane
demand from Asia, which continues to set new records for propane demand from the U.S.  South Korea doubled its imports of U.S. propane in 2016.  With steam cracker capacity
increasing over the next couple of years in many regions, export capacity continuing to increase, and more interest in propane as an alternative to unhealthy fuels for cooking, it
is expected that demand for U.S. propane will continue to increase.  Keep in mind that while the U.S. experienced a boom in exports over the past few months and back in the
first quarter of 2016, exports were only running at 50% of capacity during mid-2016 when the international market demand was not as strong and arbitrage opportunities narrowed
or closed.  

And the stronger demand for propane comes at a time when ethane is also highly sought. That hydrocarbon picked up some of the domestic feedstock demand slack at U.S.
petrochemical plants in recent years. As ethane too gets more export capacity online, it may not offset U.S. propane petrochemical usage as much. Add to the mix slowing natural
gas production in the U.S. and it is fair to say less natural gas means less propane and ethane. For the first time in 10 years there was a decline in natural gas production in 2016.
It can certainly pick up as drilling increases once again, with 2017 forecast to usher in elevated demand and therefore the likelihood of higher prices. 

Looking forward, as January wrapped up, weather forecasts were calling for colder temperatures in February across the U.S. It is likely far enough along in the season to avoid
a supply emergency, but nonetheless the U.S. will probably see a more rapid depletion of winter propane volumes, perhaps to as low as 45 MMbbl by the end of the demand
season. For the most part, world demand for propane is likely to continue to boost U.S. prices as U.S. players will have to bid higher against world offers for shipments. We will
likely see propane’s percentage to crude move up at a time when crude oil is also finding more support.

For crude oil, leadership by Saudi Arabia has historically been key to OPEC agreements to cut production, and the November output curtailment agreement was another
example where Saudi leadership was important. OPEC members were also able to convince several non-OPEC members to curb production as well. It was clear to all that world
crude oil output was continuing to outpace demand and action had to be taken if prices were going to be pushed higher.

As a group, OPEC had only earned $341 billion from oil exports in 2016 when it prepared for the Nov. 30 meeting. This figure was way down from $753 billion in 2014 and a
record $920 billion in 2012. Saudi Arabia, which had been working hard to boost market share after several failed OPEC negotiations in recent years, was now ready to take the
biggest hit by lowering its output by 486,000 bbld to 10.058 MMbbld. Iraq, the second largest OPEC producer, agreed to a 210,000 bbld cut after earlier seeking an exemption
due to its ongoing war with Islamic State. Even Russia, a non-OPEC member, agreed to cut output by 300,000 bbld after previously stating it was only willing to freeze production
at its current level of 11.2 MMbbld.

With OPEC and non-OPEC members so willing to make cuts, traders became more convinced they were more serious than originally thought about trimming production. The
skepticism continues to an extent, but OPEC has emphasized a stringent process is in place, complete with an oversight committee to make sure all members committed to
cutting production are truly going to do so. A Jan. 21-22 weekend meeting of OPEC and non-OPEC members further stressed that all were adhering to their agreed-to cuts. At
the meeting, producers stated that of the 1.8 MMbbld they agreed to remove from the market, 1.5 MMbbld had already been held back. A key purpose of this meeting was to
draw as much attention as possible to the cooperation of the OPEC and non-OPEC countries, and to push traders to move prices higher.

As January progressed, traders began to become more convinced that OPEC and non-OPEC members were adhering to the cuts, but were less convinced that the cuts
alone would bring supply and demand back into balance. Traders became focused on output from Libya, which was not required to make any cuts, as well as output from the
U.S., where more and more production was coming online and rig counts stood at a 14-month high. U.S. oil production has risen more than 6% since mid-2016, although it
remains 7% below its 2015 peak. Goldman Sachs estimated an additional 265,000 bbld of output from the U.S. could be expected throughout 2017.

But there are signs of progress in the balancing of world crude oil supply and demand. Bernstein Energy said global inventories declined by 24 MMbbl to 5.7 Bbbl in the fourth
quarter of 2016 compared to the previous quarter. Bernstein noted this is the biggest quarterly decline since the fourth quarter of 2013, confirming that inventory builds are now
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