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Letter from Management
Mike Jerke, GM
The heart of any annual
report is the audited financial
data that provides important
performance information for
management and investors.
While an audit is quite
r ightly character ized as a
snapshot of the Company at a
single point in time, the
Management Comments
generally provide a more
thorough review of the year
just completed.
Before beg inning that
discussion, we recognize the
most significant event of
2009 for Chippewa Valley
Mike Jerke, GM; Dale Tolifson, Chairman Ethanol Company was the
departure of General Manager Bill Lee. After careful
consideration and deliberation with the CVEC Board of
Directors, Bill decided to transition into the role of CEO of
Frontline BioEnergy, LLC (FBE). Bill has been associated
with CVEC essentially since the Company’s inception.
CVEC has had a remarkable track record of success and
achievements. In no small measure it has Bill’s leadership to
thank for those accomplishments. We look forward to the
continued relationship with Frontline BioEnergy and
opportunities that are sure to manifest themselves as a result
of that association.Thank you, Bill, for all your efforts.
Industry Review
By most measures, 2009 continued the tumultuous trends
of 2008. As the federal government scrambled to prop up
entities that were deemed too big to fail, the American tax
payer found themselves becoming significant investors in
several large investment banks and two automotive
manufacturers. The economy contracted mightily with
unemployment increasing to 9.8% in September and
eventually clearing 10% in October1. New jobless claims
reports routinely surpassed 500,000 per week2.

With a new Administration in place, the biofuels industry
waited for a signal of the attitude toward traditional corn
based ethanol. On May 5th President Obama announced the
creation of a new Biofuels Interagency Group to be chaired
by the Secretar ies of the Department of Agr iculture,
Department of Energy and the Administrator of the
Environmental Protection Agency. The goals of the working
group included; developing a coherent strategy for national
biofuels market development and ensuring that biofuels
remain sustainable through new policy initiatives. To that
end, Secretary Vilsack was tasked with identifying existing
programs that could be used to immediately assist corn
ethanol producers weather the economic storm.
In a letter to the Governors Ethanol Coalition, the President
stated, “Combined with improved energy efficiency, biofuels
are the primary near-term option for insulating consumers
against future oil pr ice shocks and for lower ing the
transportation sector’s carbon foot print.”
Despite the encouraging rhetor ic, topics like carbon
emissions and climate change took a back seat to efforts to
shore up the economy and craft national health care policy.
Biofuels and the ethanol industry were not immune from
economic challenges. Throughout 2009 plants continued to
struggle in the face of negative or at best, breakeven margins.
Decisions were made to cease production, reorganize, or if
able, refinance. Into the mix of unknowns for the biofuels
industry, the California Air Resource Board (CARB) issued
a fuel requirement, or Low Carbon Fuel Standard (LCFS),
requiring the reduction of Green House Gas emission from
the transportation sector of 10% by 2020. While the
outward appearance of the regulation seemed aligned with
the efforts of the biofuels community, the details of the
policy were not. Specifically, CARB embraced a theory,
unsupported by science, that postulated that the carbon
footprint of ethanol production had to account for the effect
of ethanol on cropping and deforestation in places such as
Brazil. The concept of so called “indirect land use change”
(ILUC) is a direct evolution of the trumped up food versus
fuel debate. The supporters of ILUC state that if an acre of
ground is used for growing corn that goes to an ethanol
plant then another acre must be planted to provide food.
Under this theory, production from an acre of ground is
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Recognizing that the Renewable Fuel Standard’s
requirement for ethanol use was soon (possibly by 2012)
going to exceed the current allowed limit of 10% per gallon,
a Clean Air Act waiver was submitted to EPA requesting that
blends up to 15% be allowed for use as an automotive
As pointed out in The Christian Science Monitor 3 , and transportation fuel. By formally requesting a waiver, the
summarized by the American Coalition for Ethanol, “Is ethanol industry started a timetable that compelled EPA to
ethanol responsible for the deforestation of the Amazon? respond by December 1, 2009. The EPA’s response was less
No, and that statement is backed by recent data out of Brazil. than clear. While recognizing that higher ethanol blends
Brazil’s government has announced that annual deforestation were in fact needed and were likely to perform well in the
rates have fallen to their lowest level in more than 20 years.” automotive fleet, EPA decided to postpone their official
decision until June. This delay will ostensibly give EPA an
opportunity to review additional vehicle testing data that is
due out in the spring.
static.Yield increases are totally ignored. Also ignored is the
fact that deforestation in Brazil is often prompted by the
interest in harvesting the trees for lumber, not the desire to
plant row crops.

Attempts to bring this same flawed thinking to the federal
level were fortunately forestalled as Representative Collin
Peterson was able to ensure that the Environmental
Protection Agency (EPA) would not be able to implement
ILUC until an independent study is conducted to determine
if a link between biofuels and rainforest destruction exists.

As the year progressed, and policy discussions ebbed and
flowed, commodity values that drive our bottom line began to
slowly align to profitable levels. It is clear that CVEC is in a
much better position now because the decision was made to
continue operations through a bleak operating environment.
Financial advisors typically point out the benefits over time of
dollar cost averaging. That is, by making consistent
investments, regardless of the market dynamics, statistics
confirm that better gains are possible versus trying to time the
market by getting in and out. Our business is very similar.The
returns we achieve are impacted by commodity price
fluctuations.While price risk can be managed to a degree, the
ability to operate through a difficult margin environment is a
valuable tool as well. By continuing to operate we are able to
take advantage of the better economics as they occur, rather
than attempt to “time” or chase the market.

Performance Review
Our discussion of CVEC financial perfor mance will
encompass the traditional business units of CVEC. That
is, without the impact of Frontline BioEnergy on the
consolidated statements of CVEC. As communicated earlier
in the year, CVEC became the majority owner of FBE
during 2009. As such, accounting rules require CVEC to
include FBE performance on our combined statement. At
the writing of this letter, the audit of those combined values
is not complete. Therefore, they are not included in this
presentation.
2009 combined net income from traditional operations were
$1.11 million or $0.070 per share for the year compared to a
net loss from operations in 2008 of $2.52 million or $0.160
per share. It is insightful to consider that at mid-year net
income was a loss of $3.2 million.
As mentioned previously, 2009 was fraught with negative
economic news. Banks were caught in a mortgage crisis, a
credit crisis, and a regulatory environment that was trying to
play catch up and, as a result, was applying a heavy hand to
all lenders. It is understandable that there would be some
knee-jerk reaction by lenders to their customers but one
would expect that thoughtful review of histor ical
perfor mance and consideration of the r isk profile of
individual entities would carry the day.
In the case of CVEC, the Company history has reflected
prudent management of debt and this remained the case in

2009 as well. A measure of leverage is the debt-to-asset ratio.
The accompanying table details CVEC’s debt load since the
inception of the company. In 2008 the board added longterm debt to the balance sheet to shore up finances given
the difficult operating environment. The addition of that
debt gave the Company a debt-to-asset ratio of 0.25:1.
In other words, for every dollar of assets the Company
had, just 25 cents was long-ter m debt. This is a
very modest amount. In the ethanol industry it is not
uncommon to see debt-to-asset ratios of greater than 50
cents per dollar of assets. In fact, we are aware of several
newer facilities that raised their debt level from near 1.35:1
to 1.50:1. The point is not that more debt is a good thing.
Debt is a tool to be used with prudence. The crux of this
discussion is that CVEC was, and continues to be, on solid
financial footing. At year end 2009 our debt-to-asset ratio
was just over 22 cents for every dollar of assets.
We have included a table of selected annual financial data
from the beginning of the Company to the present year for
your review. It is instructive as we contemplate the prior
year results of the Company.While we can, and must, always
improve on performance, there is much to be proud of in
our history.
Operation efficiencies and perfor mance were all
improvements over the previous year, if not multi-year, and
in some instances, outr ight records. Production of
anhydrous alcohol reached an all time annual record of just
over 48 million gallons.Yield at 2.78 (anhydrous) gallons per
bushel was the best since 2002 and ranks as the third best
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rate in the Company’s history. Energy usage ended up at
33,141 BTU’s/gal and ranked as the best performance since
2002 as well.
In 2009 CVEC increased its ownership stake in Frontline
BioEnergy LLC to 53.3%. Additionally, CVEC now has
majority representation on the FBE board of directors. This
strategic move puts CVEC in good position as the
national conversation about reducing carbon emissions and
sustainable sources of energy picks back up. It is logical that as
the economy teetered on the brink of collapse, public interest
shifted away from energy related issues to the more immediate
economic concern. Additionally, lower natural gas prices
throughout much of 2009 did not support those
interested in using alternative sources of energy purely from an
economic standpoint. We believe that the current
inexpensive cost of natural gas is a short-term event that will
once again be replaced with increasing prices as economic
conditions improve and demand grows.
Gasifier operations throughout the year provided beneficial
replacement producer gas as well as valuable experience as
various combinations of biomass (wood and cob) feedstock
were utilized. In Apr il the biomass char silo had an
uncontrolled combustive event that damaged the silo and
required a thorough review of our biomass char handling
system. As these systems have been evaluated, we have
methodically implemented procedural and equipment
changes to make sure the event is not replicated. This
review is ongoing and we expect to be refining operational
procedures and equipment characteristics throughout 2010.
Glacial Grain Spirits (GGS)
put in a stellar performance
for 2009 adding $2.1 million
of income to the bottom line.
We are pleased with the
growth of GGS and excited
about future opportunities
as well.
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As much as diversification of products sold is beneficial to
bottom line, so too is solid management of feedstock costs.
In 2008, CVEC became more involved in the procurement
of corn from area producers and commercial entities.
Throughout 2009, it has become increasingly clear that corn
origination and logistical management are tasks that we need
to remain focused on. Volatile markets and weather
impacted deliver ies can have dramatic effects on our
profitability and operations. We expect to increase our
interaction with our corn suppliers via personal contact, web
based tools, and other messaging systems in 2010.
Closing Thoughts
It is an over simplification to say that after reviewing the past
we expect the future to hold more of the same. But in
another sense it is a fair statement. Our business is a
commodity business. Volatility in commodities will
continue. Risk is ever present. It is our job to evaluate the
risk ahead, be mindful of the experiences of the past and
adequately manage through the challenges.
If we rank our assets as a Company, the first on the list is
without question, our employees. CVEC is very fortunate to
have the level of dedication and knowledge exhibited by the
employee group. The diversification that CVEC enjoys does
not happen without effort and we thank the staff for their
commitment to the Company.
Moving forward, 2010 looks very promising. Margins can,
and will, change. We believe we have the tools in place to
take advantage of the possibilities and turn challenges into
opportunities.

______________________________________________________________________________________________________________
1

United States Department of Labor, Bureau of Labor Statistics, Unemployment rate,
http://data.bls.gov/PDQ/servlet/SurveyOutputServlet?series_id=LNS14000000
2United States Department of Labor,
http://www.dol.gov/opa/media/press/eta/ui/current.htm
3Christian Science Monitor, November 13, 2009,“Brazil touts drastic decline in
Amazon deforestation ahead of Copenhagen”
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